
UK Asset Resolution Limited Interim Financial Report 30 September 2014

UKAR                                       Interim Financial Report 30 September 2014 Page 1 of 77

UK Asset Resolution Limited

Interim Financial Report

for the 6 months ended 30 September 2014

30 October 2014



UK Asset Resolution Limited Interim Financial Report 30 September 2014

UKAR                                       Interim Financial Report 30 September 2014 Page 2 of 77

UKAR Group Overview
Introduction

UK Asset Resolution Limited ('UKAR') is the holding company established on 1 October 2010 to bring together
the government-owned businesses of Bradford & Bingley plc ('B&B') and NRAM plc ('NRAM') (formerly Northern
Rock (Asset Management) plc). These businesses are both closed to new business and are in run-off. UKAR is
a private limited company incorporated and domiciled in the United Kingdom, and is wholly owned by the
Treasury Solicitor as nominee for HM Treasury. HM Treasury's investment in UKAR is managed on the
government's behalf by UK Financial Investments Limited ('UKFI').

In addition, on 8 October 2013 UKAR Corporate Services Limited ('UKARcs'), a subsidiary business of UKAR,
became responsible for the administration of the government's Help to Buy: mortgage guarantee scheme on
behalf of HM Treasury. The scheme is managed on a nil-gain nil-loss basis with all costs being fully reimbursed
by HM Treasury.

The 2014 Annual Reports & Accounts of UKAR, B&B and NRAM, and their Interim Financial Reports for the six
months ended 30 September 2014, are available on their websites www.ukar.co.uk, www.bbg.co.uk and
www.n-ram.co.uk.

B&B and NRAM are each required by the Financial Conduct Authority's ('FCA's') Disclosure and Transparency
Rules to publish an Interim Financial Report for the six months ended 30 September 2014.  UKAR as an
individual company has no listed debt in issue and therefore is not required to issue an Interim Financial Report.
UKAR has voluntarily issued the UKAR Group information contained in this report.

These results are for the six month reporting period to 30 September 2014.  Where appropriate to show half
year and full year comparisons, the unaudited six month period to 30 September 2013 ('H1 2013/14') and
unaudited 12 month period to 31 March 2014 ('FY 2013/14') are used respectively in these interim accounts.

Mission and Purpose

Our mission and purpose were established in 2010 and reaffirmed by the Board in 2013:

1. Reduce, protect and optimise
the balance sheet.

2. Maximise cost effectiveness
and efficiency through
continuous improvement.

"To Maximise Value for the Taxpayer"

"Creating Success Together"

Straightforward Positive

Responsible Inspiring

Caring

3. Be excellent in customer
and debt management.

4. Be a great place to work.

Whilst treating all stakeholders fairly.

Mission

Vision

Strategic
objectives

Values
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Section A
Summary Results of

UK Asset Resolution Limited
for the 6 months ended 30 September 2014
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Key Highlights

During the period we have made significant progress against all our key objectives and overall mission of
maximising value for the taxpayer. Internally, UKAR measures its financial performance against the following
four key performance indicators:

Financial Measure
6 months to

September 2014
6 months to

September 2013
12 months to
March 2014

Underlying Profit Before Tax £692.9m £592.1m £1,259.1m

Government Loan Repayments £1.6bn £2.6bn £4.6bn

3m+ Residential Arrears 13,746 18,993 15,483

Ongoing Administrative Expenses* £83.3m £95.2m £188.0m

* Excluding UKARcs costs of £1.5m (H1 2013/14: £1.4m; FY 2013/14: £1.8m).

Underlying profit for the six months to September 2014 has increased by £100.8m to £692.9m (H1 2013/14:
£592.1m; FY 2013/14: £1,259.1m).  Although net interest income has reduced due to the shrinking balance
sheet, profits have increased primarily due to a lower loan impairment charge, mainly as the result of rising
house prices but also aided by the continued improvements in the level of arrears.

Government loan repayments of £1.6bn were £1.0bn lower than the prior half year as cash is being
accumulated to repay a £1.0bn covered bond maturity in 2015.  Other payments of £0.4bn, for interest costs,
fees and taxes, were also made to the taxpayers for the six months. This brings total government loan
repayments to £12.0bn since the formation of UKAR in October 2010 and the total payments to taxpayers to
£15.2bn.

Arrears levels for both B&B and NRAM continue to fall as a direct consequence of proactive arrears
management coupled with the continued low interest rate environment.  The total number of mortgage accounts
three or more months in arrears, including those in possession, reduced by 28% from 18,993 at 30 September
2013 and 11% from 15,483 at 31 March 2014 to 13,746 cases as at 30 September 2014.

Ongoing administrative expenses (excluding £1.5m UKARcs costs) were £83.3m for the six months to
September 2014, which is 12% lower than the six months to September 2013 (H1 2013/14: £95.2m; FY
2013/14: £188.0m).

After the half year-end, on 13 October 2014, UKAR sold a portfolio of mortgages for £2.7bn, at which point the
buyer assumed the position that it would have been in had it acquired the portfolio at the end of May.
Settlement proceeds were received on 27 October 2014. The book was sold via a competitive sales process
which saw a high level of interest resulting in a sale price in excess of par and a premium in the region of £55m
over the May book value. The accounting profit on disposal will be recognised in the six month period to 31
March 2015 ('H2 2014/15'), including adjustments for costs, hedging impacts and margins between May and the
completion date. Over the next 12 months we will be working with the purchaser to transfer legal title and
servicing of these accounts. Until this is completed, the loans will continue to be serviced by UKAR. The sale
has helped us to accelerate the delivery of value for the taxpayer.

Total cash payments to HM Treasury (£bn) Underlying profit (£m)

* includes £0.2bn repaid following the formation of UKAR
** 15 months to March 2014        * 12 months to March 2014
*** 6 months to September 2014        ** 6 months to September 2014

Dec-2010 Dec-2011 Dec-2012 Mar-2014** Sep-2014***

1.6*

2.8

4.0

6.2

2.0

H1

H2

Key:

H1

H2

Key:

Dec-2010 Dec-2011 Dec-2012 Mar-2014* Sep-2014**

444.1

1,089.1 1,096.9

1,259.1

692.9
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Key Highlights (continued)

Since the formation of UKAR in October 2010 we have made significant progress towards our long term
objectives by reducing arrears, repaying government loans, reducing the balance sheet and driving cost
effectiveness.

3m+ arrears down 65% Repaid £12.0bn of government loans
39,532

33,216

25,581

15,483
13,746

Oct-2010 Dec-2011 Dec-2012 Mar-2014 Sep-2014

36.738.3
43.4

46.5
48.7

Oct-2010 Dec-2011 Dec-2012 Mar-2014 Sep-2014

Balance sheet assets (£bn) down 39% Ongoing operating expenses (£m) down 38%

95.2
86.9

74.9
70.5

115.8

Oct-2010 Dec-2011 Dec-2012 Mar-2014 Sep-2014

* 12 months to March 2014 excluding UKARcs costs of £1.8m
      ** 6 months to September 2014 excluding UKARcs costs of £1.5m

Dec-2010 Dec-2011 Dec-2012 Mar-2014* Sep-2014**

277.5

220.6
207.3

188.0

83.3

H1

H2

Key:

H1

H2

Key:
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Key Performance Indicators
In addition to the primary Financial Statements, UKAR has adopted the following key performance indicators in
managing business performance in the context of the UKAR Group's strategic priorities.

Strategic
priorities

Financial measures 6 months to
 30 Sept

2014

6 months to
30 Sept

2013

12 months to
31 Mar

 2014

Commentary

Total lending balances £bn
Secured £bn

Unsecured £bn
Held for sale £bn

58.0
54.3

1.2
2.5

64.3
62.9
1.4

-

61.2
59.9

1.3
-

Lending balances reduced by 5.2% during
the six months due to £2.8bn of
residential redemptions, £0.1bn of
unsecured redemptions and £0.3bn of
other capital repayments.

Residential mortgage redemption rate %
Residential redemptions £bn

9.5
2.8

7.2
2.3

7.6
4.9

Redemption rates have increased from
the first half of 2013/14 reflecting
improvement in the mortgage market.

Government loan repayments £bn
Government loan balance £bn

1.6
36.7

2.6
40.4

4.6
38.3

£0.9bn was repaid against the B&B
Working Capital Facility ('WCF') and
£0.7bn on the NRAM government loan.
The reduction in loan repayments is
primarily due to cash being accumulated
to repay a £1.0bn Covered Bond maturity
in 2015.

Optimise the
Balance Sheet

Total cash payments to HM Treasury £bn 2.0 3.2 5.6 Total cash paid to HM Treasury during the
period.  This includes principal and
interest repayments, State guarantee fees
and tax paid. The reduction reflects the
change in loan repayments noted above.

Residential arrears balance: total residential
mortgage balance %

Residential payments overdue £m
0.20

105.2
0.23

144.9
0.20

121.2

The first measure represents the value of
customers’ missed payments as a
proportion of the total balance of all
residential mortgages. The reduction
since 2013 in this and the total amount of
residential payments overdue reflects
falling arrears levels and a shrinking
mortgage book.

Residential arrears 3 months and over and
possessions as % of the book:

- by value
- by number of accounts

Number of residential arrears 3 months
and over and possessions cases

3.68
3.00

13,746

4.45
3.43

18,993

3.82
2.93

15,483

The reduction in arrears cases reflects
both the improvement in collections
performance and the continuing benefit to
mortgage customers of low interest rates.

Minimise
impairment
and losses

Impairment provisions:
Residential secured £m

Cover %
Unsecured £m

Cover %
Commercial £m

Cover %

1,018.9
1.86

211.4
15.27
84.4

12.15

1,268.0
2.00

243.3
15.16
95.2

12.58

1,151.8
1.90

214.7
14.35
90.9

12.73

The level of the residential impairment
Balance Sheet provision reduced by
£132.9m in the first six months of
2014/15 and the level of cover decreased
from 1.90% to 1.86%.

Reduce
costs

Ongoing costs (excluding UKARcs) £m
Ratio of costs to average interest-earning

assets:
- ongoing %

83.3

0.24

95.2

0.25

188.0

0.25

Ongoing administrative expenses were
£11.9m (12%) lower than the six months
to September 2013. Cost asset ratios are
broadly in line with the prior year as cost
savings offset the impact of the shrinking
balance sheet.



UK Asset Resolution Limited Interim Financial Report 30 September 2014

UKAR Interim Financial Report 30 September 2014 Section A - UKAR Page 8 of 77

Financial Review

Performance
In addition to the statutory measure of profit, the Board continues to believe it is appropriate to assess
performance based on the underlying profit of the business, which excludes gains/losses on the sale of loans
and on the repurchase of own liabilities, provision for customer redress and movements in fair value and hedge
ineffectiveness relating to financial instruments which are expected to be held to maturity as opposed to being
traded.  The commentary on the results in this statement uses underlying profits and its components as the
principal measure of performance.

Analysis of the difference between the statutory profit and the underlying profit of UKAR is provided below.
Underlying profit before tax for the six months was £692.9m.  Although net interest income has reduced due to
the shrinking balance sheet, profits were £100.8m higher than the six months to 30 September 2013 primarily
due to a lower loan impairment charge, mainly as a result of rising house prices but also aided by the continued
improvement in the levels of arrears.

Underlying net operating income was £717.9m for the six months to 30 September 2014, £26.4m lower than the
comparable period in 2013 primarily due to lower net interest income reflecting the reducing Balance Sheet.
Administrative expenses decreased £11.8m to £84.8m for the six month period.  Impairment on loans and
advances to customers reduced by £133.8m to a £58.3m credit for the six months.

Costs relating to UKARcs are being recovered from HM Treasury and the analysis below includes both non-
interest income and administrative expenses in relation to UKARcs (H1 2014/15: £1.5m; H1 2013/14: £1.4m; FY
2013/14: £1.8m).

The sale of the portfolio of performing mortgages in October 2014 will be recognised in H2 2014/15 and the sold
loans are carried as held for sale on the 30 September 2014 Balance Sheet.

Summary Income Statement

* Underlying net non-interest income includes net fee and commission income, net realised gains less losses on investment securities and other operating
income.
For an analysis of B&B refer to section B and for NRAM section C.

UKAR
6 months to

30 Sept 2014
£m

6 months to
30 Sept 2013

£m

12 months to
31 Mar 2014

£m
Net interest income 705.0 736.9 1,469.2
Underlying net non-interest income* 12.9 7.4 17.1
Underlying net operating income 717.9 744.3 1,486.3
Administrative expenses (84.8) (96.6) (189.8)
Impairment on loans to customers credit/(charge) 58.3 (75.5) (46.6)
Net impairment release on investment securities 1.5 19.9 9.2
Underlying profit before taxation 692.9 592.1 1,259.1
Unrealised fair value movements on financial
instruments 9.6 3.7 (33.3)

Hedge ineffectiveness (9.0) (4.8) (18.2)
Provision for customer redress - (45.0) (115.8)
Profit on sale of loans - 21.2 21.2
Loss on repurchase of own liabilities (18.9) - -
Statutory profit before taxation 674.6 567.2 1,113.0
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Financial Review (continued)

UKAR
Net interest income 6 months to

30 Sept 2014
6 months to

 30 Sept 2013
12 months to
 31 Mar 2014

£m £m £m
Interest receivable and similar income
On secured loans 996.3 1,105.3 2,155.3
On other lending 30.9 41.5 75.7
On investment securities and deposits 24.4 31.5 60.5
Total interest receivable and similar income 1,051.6 1,178.3 2,291.5
Interest expense and similar charges
On amounts due to banks and HM Treasury (237.1) (309.4) (578.5)
State guarantee fee* (16.8) (19.0) (36.9)
On debt securities and other (92.7) (113.0) (206.9)
Total interest expense and similar charges (346.6) (441.4) (822.3)

Net interest income 705.0 736.9 1,469.2

Average balances
Interest-earning assets ('IEA') 68,487 76,805 74,137

Financed by:
- interest-bearing funding 43,600 52,204 49,379
- interest-free funding** 24,887 24,601 24,758

Average rates: % % %
- gross yield on IEA 3.06 3.06 3.09
- cost of interest-bearing funding (1.51) (1.61) (1.59)
Interest spread 1.55 1.45 1.50
State guarantee fee* (0.05) (0.05) (0.05)
Contribution of interest-free funding** 0.56 0.50 0.53
Net interest margin on average IEA 2.06 1.90 1.98

Average Bank Base Rate 0.50 0.50 0.50
Average 1-month LIBOR 0.49 0.49 0.49
Average 3-month LIBOR 0.55 0.51 0.52

* At the time of the nationalisation of B&B, HM Treasury provided a guarantee with regard to certain wholesale borrowings and derivative transactions existing
at that time.  The amount of this fee is dependent on balances outstanding and hence it is included within 'interest expense and similar charges.'
For an analysis of B&B refer to section B note 3 and for NRAM section C note 3.

**  Interest-free funding is calculated as an average over the financial period, and includes the Statutory Debt and share capital and reserves.

Net interest income for the six months to 30 September 2014 was 4% lower than the equivalent period in 2013
at £705.0m (H1 2013/14: £736.9m; FY 2013/14 £1,469.2m).  Across both books there was a reduction in
income due to the decrease in average interest-earning assets of £8.3bn to £68.5bn (NRAM: £5.5bn, B&B:
£2.8bn). However, this was offset by the improving funding mix on the B&B Balance Sheet as the WCF is
repaid.

Underlying net interest margin for the six months to 30 September 2014 has increased to 2.06% at UKAR level
from 1.90% for the six months to 30 September 2013.

On the B&B book the underlying net interest margin increased 0.34% to 1.44%, primarily due to a change in
funding mix, whereby a greater proportion of the Balance Sheet is financed by non-interest-bearing liabilities as
the WCF is repaid. The WCF interest rate of Bank Base Rate +500bps is in excess of the average yield on
interest earning assets of  2.40%.

In NRAM, net interest margin increased to 2.62% from 2.61%, mainly due to an increased contribution from
interest free funding.
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Financial Review (continued)

Underlying net non-interest income
Underlying net non-interest income increased by £5.5m to £12.9m (H1 2013/14: £7.4m; FY 2013/14: £17.1m)
primarily due to net realised gains on investment securities, partly offset by lower redemption and arrears fee
income and other operating income. H1 and FY 2013/14 other operating income includes the profits from the
sale and leaseback of Doxford (Sunderland) properties (£7.3m).

UKAR

Net non-interest income
6 months to

30 Sept 2014
6 months to

 30 Sept 2013
12 months to
31 Mar 2014

£m £m £m
Net fee and commission income 5.8 8.0 14.8
Net realised gains less losses on investment
securities 5.2 (10.0) (8.3)

Other operating income 1.9 9.4 10.6
Underlying net non-interest income 12.9 7.4 17.1
Unrealised fair value movements on financial
instruments 9.6 3.7 (33.3)

Hedge ineffectiveness (9.0) (4.8) (18.2)

Provision for customer redress - (45.0) (115.8)

Statutory net non-interest income 13.5 (38.7) (150.2)

For an analysis of B&B refer to section B note 4 and for NRAM section C note 4.

Accounting volatility on derivative financial instruments

NRAM and B&B use derivative financial instruments for economic hedging purposes. Some of these are
designated and accounted for as IAS 39 compliant fair value or cash flow hedge relationships.  Where effective
hedge relationships can be established, the movement in the fair value of the derivative is offset in full or in part
either by opposite movements in the fair value of the instrument being hedged or by being taken to reserves.
Any ineffectiveness arising from different movements in fair value will offset over time.

Unrealised fair value movements were a £9.6m gain in the six months to September 2014 (H1 2013/14: £3.7m
gain; FY 2013/14: £33.3m loss).  These generally relate to derivatives that act as an economic hedge but were
not treated as an accounting hedge under IAS 39.

Provision for customer redress

UKAR defines conduct risk as the risk of UKAR treating its customers unfairly and delivering inappropriate
outcomes leading to customer detriment or impacting market integrity.  Since the creation of UKAR we have
been remediating a series of conduct issues inherited from the legacy businesses.

During the six months to 30 September 2014 levels of new payment protection insurance ('PPI') claims have
reduced in line with expectations and, at the present time, no further provision is required. The total provision
remaining as at 30 September 2014 is £49.4m.

As detailed in the Group's 2012 Annual Report & Accounts, NRAM did not comply with the requirements of the
Consumer Credit Act ('CCA') in respect of some documentation provided to certain customers with CCA
regulated loans.  There was no financial detriment to customers. The remediation of non-compliant CCA loans
is expected to be complete by 31 March 2015. No further provision is required at this time and the remaining
provision as at 30 September 2014 is £45.1m.
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Financial Review (continued)

Provision for customer redress (continued)

In the past, NRAM also issued CCA documentation to customers with loans that fall above the limit of £25,000
under the CCA regulation.  Again, none of these customers suffered financial detriment, but some have
complained that they did not receive redress consistent with the CCA regulated loans.  NRAM is not remediating
these customers, however, a contingent liability is noted in the attached Interim Financial Report of NRAM
relating to this situation.  To provide clarity for ourselves and our customers, NRAM has commenced declaratory
proceedings in the High Court to determine whether customers who took out such loans are entitled to the same
or similar rights and remedies as those customers who took out loans that were regulated under the CCA. The
court case is scheduled for November 2014.  At the balance sheet date, the exposure resulting from this
uncertainty is estimated at £260m and will continue to grow until resolution is achieved.

Other remediation provisions total £40.1m.

Administrative expenses

The UKAR Group has continued to focus on maximising cost effectiveness and efficiency through continuous
improvement. Costs for the six months to 30 September 2014 include £1.5m (H1 2013/14: £1.4m; FY
2013/2014: £1.8m) relating to providing administrative services to the government's Mortgage Guarantee
Scheme.  These costs are fully reimbursed by HM Treasury.

The decrease in costs from £96.6m to £84.8m (12.2%) in the six months to 30 September 2014 (FY 2013/14:
£189.8m) mainly reflects the benefits of the migration of UKAR's IT infrastructure to HCL Technologies Limited
which was completed during 2013.

Administrative expenses UKAR

6 months to
30 Sept 2014

6 months to
30 Sept 2013

12 months to
31 Mar 2014

£m £m £m
Wages and salaries 29.0 28.9 56.2

Social security costs 2.9 3.0 5.8

Defined benefit pension costs (1.9) (0.2) (1.0)

Defined contribution pension costs 2.0 1.5 3.5

Other retirement benefit costs 0.2 0.2 0.5

Total staff costs 32.2 33.4 65.0

IT costs 15.2 26.8 45.0

Outsourced and professional services 9.7 10.4 24.0

Depreciation and amortisation 8.5 7.6 15.5

Other administrative expenses 19.2 18.4 40.3

Total administrative expenses 84.8 96.6 189.8

For an analysis of B&B refer to section B note 6 and for NRAM section C note 6.
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Financial Review (continued)

Arrears and loan impairment

Total UKAR loan impairment provisions as at 30 September 2014 were £1,314.7m (H1 2013/14: £1,606.5m; FY
2013/14: £1,457.4m) comprising residential mortgages £1,018.9m (H1 2013/14: £1,268.0m; FY 2013/14:
£1,151.8m), unsecured loans £211.4m (H1 2013/14: £243.3m; FY 2013/14: £214.7m) and commercial property
of £84.4m (H1 2013/14: £95.2m; FY 2013/14: £90.9m).

Arrears and possessions UKAR
At 30 September 2014 30 September 2013 31 March 2014

Residential Unsecured Residential Unsecured Residential Unsecured
Arrears 3 months and over
Number of cases No. 12,563 10,637 17,354 10,238 14,139 10,445
Proportion of total cases % 2.74 9.46 3.13 8.14 2.68 8.76
Asset value £m 1,809.9 170.5 2,534.7 173.9 2,067.5 172.7
Proportion of book % 3.36 14.54 4.07 12.77 3.48 13.47
Total value of payments overdue £m 71.4 25.9 102.2 20.1 84.3 23.0
Proportion of total book % 0.14 2.21 0.16 1.48 0.14 1.80

Possessions
Number of cases No. 1,183 - 1,639 - 1,344 -
Proportion of total cases % 0.26 - 0.30 - 0.25 -
Asset value £m 170.2 - 236.6 - 199.0 -
Proportion of book % 0.32 - 0.38 - 0.34 -
Total value of payments overdue £m 12.4 - 15.9 - 14.0 -
Proportion of total book % 0.02 - 0.03 - 0.02 -
New possessions * No. 1,526 - 2,885 - 5,046 -

Total arrears 3 months and
over and possessions
Number of cases No. 13,746 10,637 18,993 10,238 15,483 10,445
Proportion of total cases % 3.00 9.46 3.43 8.14 2.93 8.76
Asset value £m 1,980.1 170.5 2,771.3 173.9 2,266.5 172.7
Proportion of book % 3.68 14.54 4.45 12.77 3.82 13.47
Total value of payments overdue £m 83.8 25.9 118.1 20.1 98.3 23.0
Proportion of total book % 0.16 2.21 0.19 1.48 0.16 1.80

In respect of all arrears (including those which are less than 3 months in arrears) together with possessions, the total value
of all payments overdue was:

Payments overdue
Total value of payments overdue £m 105.2 26.6 144.9 21.1 121.2 23.8
Proportion of total book % 0.20 2.27 0.23 1.55 0.20 1.86

Loan impairment provision
As % of total balances % 1.86 15.27 2.00 15.16 1.90 14.35

* New possessions for the six months to 30 September 2014 and 2013 and the 12 months to 31 March 2014.
For an analysis of B&B refer to section B note 12 and for NRAM section C note 12.

The 30 September 2014 amounts in the above table exclude the loans to customers which are shown on the
Balance Sheet as held for sale.

Arrears and loan impairment: residential loans

UKAR adheres to the FCA's regulatory guidance regarding Treating Customers Fairly and continues to work
closely with customers experiencing, or likely to experience, financial difficulty in maintaining their mortgage
payments.  UKAR offers a range of measures to support these customers depending upon their individual
circumstances and ability to pay with the long term aim of sustaining their mortgage commitments and
remaining in their homes.  Possession continues to be a last resort.
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Financial Review (continued)

Arrears and loan impairment: residential loans (continued)

Strong arrears performance continues.  UKAR has seen arrears in both companies fall as a direct consequence
of proactive arrears management coupled with the continued low interest rate environment. The number of
cases 3 or more months in arrears, including those in possession, has reduced by 11.2% from 15,483 at 31
March 2014 to 13,746 at 30 September 2014. The total value of payments overdue by residential customers
has reduced from £121.2m at 31 March 2014 to £105.2m at 30 September 2014 equivalent to 0.20% of
mortgage balances (H1 2013/14: 0.23%; FY 2013/14: 0.20%).

Provisions for residential loan impairment held on the Balance Sheet have reduced by £132.9m since 31 March
2014 to £1,018.9m (H1 2013/14: £1,268.0m; FY 2013/14: £1,151.8m) reflecting increased house prices and the
reduction in arrears cases.

Total UKAR fraud and professional negligence provisions have reduced by £6.7m since 31 March 2014 to
£314.6m (H1 2013/14: £367.5m; FY 2013/14: £321.3m).  Total UKAR fraud provisions represent coverage of
44% of suspected fraud and professional negligence cases (H1 2013/14: 47%; FY 2013/14: 45%).  Within the
B&B book, fraud and professional negligence provisions have reduced since 31 March 2014 by £7.5m to
£257.5m (H1 2013/14: £301.5m; FY 2013/14: £265.0m). The NRAM provision has increased by £0.8m to
£57.1m (H1 2013/14: £66.0m; FY 2013/14: £56.3m).

As a proportion of balances, the residential impairment provision was 1.86% (H1 2013/14: 2.00%; FY 2013/14:
1.90%). Rather than being a charge, residential loan impairment was a credit of £71.2m for the six months to
September 2014, £111.4m better than the six months to 30 September 2013 due primarily to increased house
prices and lower arrears volumes.

The number of properties in possession for UKAR reduced from 1,344 at the end of March 2014 to 1,183 at 30
September 2014. Within B&B, possession stock reduced from 435 cases at 31 March 2014 to 419 at 30
September 2014.  In NRAM possession stock reduced to 764 cases from 909 at 31 March 2014.  A total of
1,526 properties were taken into possession in the six month period (H1 2013/14: 2,885; FY 2013/14: 5,046), a
47% reduction compared to the same period last year.

In addition to residential property possessions, we also have a number of buy-to-let properties managed by Law
of Property Act ('LPA') receivers.  Our LPA 'for sale' stock remained flat at 369 cases at 30 September 2014 (H1
2013/14: 224, FY 2013/14: 369).

During the six months, 1,687 cases (H1 2013/14: 3,610; FY 2013/14: 6,066) were sold following possession and
a further 166 cases (H1 2013/14: 153; FY 2013/14: 291) were sold which were under LPA management. Total
realised losses, including those on properties sold following possession or sold by an LPA were £80.8m (H1
2013/14: £159.2m; FY 2013/14: £282.4m), all of which had previously been fully provided for.  Within these
losses were fraudulent and professional negligence losses of £16.9m (H1 2013/14: £10.6m; FY 2013/14:
£39.3m).

Arrears and loan impairment: unsecured loans

The number of unsecured loans 3 months or more in arrears was 10,637 (H1 2013/14: 10,238; FY 2013/14:
10,445).  The charge for unsecured loan impairment for the six months to 30 September 2014 was lower than
the equivalent period in 2013/14 at £13.3m (H1 2013/14: £24.9m; FY 2013/14: £21.2m).  Asset coverage was
15.3% at 30 September 2014 (H1 2013/14: 15.2%; FY 2013/14: 14.3%).

The provision for unsecured loans was £211.4m (H1 2013/14: £243.3m; FY 2013/14: £214.7m).  Realised
losses in the six months to September 2014 were £16.6m (H1 2013/14: £36.1m; FY 2013/14: £60.9m), all of
which had previously been fully provided for.
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Financial Review (continued)

Arrears and loan impairment: commercial loans

The provision for the commercial book has reduced to £84.4m from £90.9m at 31 March 2014, with coverage at
12.2% (H1 2013/14: 12.6%; FY 2013/14: 12.7%).  We continually review the level of provisions against each
individual loan based on current and future property valuations, future rental income projections, tenant quality
and general market conditions.

Net impairment release on investment securities

UKAR continues to review securities held on our Balance Sheets and believes the risk of further impairment is
not significant.  During the six months to September a number of impaired assets have redeemed (in full or in
part) or been disposed of causing the reversal of impairments previously charged.  These have resulted in a net
credit to impairment of £1.5m (H1 2013/14: £19.9m credit; FY 2013/14: £9.2m credit).

Repurchase of own liabilities

In the six months to September 2014 we repurchased £214m of NRAM securitised notes and £204m of B&B
Covered Bonds yielding a net loss of £18.9m.  This provides the benefit of reduced future funding costs and
removes long dated balance sheet debt.

Taxation

The total Income Statement tax charge for the six month period was £141.1m (H1 2013/14: £133.6m; FY
2013/14: £243.3m). Given the statutory profit before taxation of £674.6m (H1 2013/14: £567.2m; FY 2013/14:
£1,113.0m) this equates to an effective tax rate of 20.9% (H1 2013/14: 23.6%; FY 2013/14: 21.9%).

Balance Sheet

UKAR

Summary Balance Sheet At 30 Sept 2014 At 30 Sept 2013 At 31 Mar 2014

£m £m £m
Loans to customers:
- residential mortgages 53,795.6 62,256.0 59,344.6
- commercial and other secured loans 610.1 661.3 623.0
- unsecured lending 1,172.6 1,361.3 1,281.9
- assets classified as held for sale 2,467.4 - -
Wholesale assets 8,292.2 9,037.1 8,598.2
Fair value adjustments on portfolio hedging 359.1 346.7 308.8
Derivative financial instruments 3,603.5 5,328.5 4,616.2
Other assets 226.4 150.5 167.3
Total assets 70,526.9 79,141.4 74,940.0
Statutory Debt and HM Treasury loans 36,718.2 40,385.8 38,350.5
Wholesale funding 25,672.0 31,645.3 29,005.2
Derivative financial instruments 456.8 540.0 446.0
Other liabilities 524.8 521.9 582.0
Capital instruments 221.1 211.9 215.3
Equity 6,934.0 5,836.5 6,341.0
Total equity and liabilities 70,526.9 79,141.4 74,940.0
For an analysis of B&B refer to section B and for NRAM section C.

The Balance Sheet has reduced by £4.4bn since 31 March 2014 to £70.5bn (H1 2013/14: £79.1bn; FY 2013/14:
£74.9bn).

Lending balances were £3.2bn (5.2%) lower than 31 March 2014, reducing to £58.0bn during the period (H1
2013/14: £64.3bn; FY 2013/14: £61.2bn) mainly reflecting £2.8bn of secured residential redemptions (including
possession sales), £0.1bn of unsecured redemptions and £0.3bn of other capital repayments. Following the
announcement of the sale of a portfolio of performing residential mortgages in October 2014, £2.5bn of
customer loans have been classified as held for sale.

Wholesale asset balances reduced from 31 March 2014 by £0.3bn to £8.3bn (H1 2013/14: £9.0bn; FY 2013/14:
£8.6bn) primarily reflecting disposals and lower collateral balances.
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Financial Review (continued)

Liabilities

The WCF and HM Treasury loans reduced by £1.6bn from 31 March 2014 to £36.7bn (H1 2013/14: £40.4bn; FY
2013/14: £38.3bn) due to repayments having been made in the period (B&B: £0.9bn, NRAM: £0.7bn). UKAR did
not draw down on any facility during the period.  In addition, other external wholesale funding reduced by £3.3bn
in the six months to 30 September 2014 (H1 2013/14: £3.5bn; FY 2013/14: £6.1bn).

Cash payments

At the end of March 2014, UKAR had £22.7bn of funding from HM Treasury, plus a further £15.7bn owed to the
Financial Services Compensation Scheme ('FSCS').  Repayment of this debt remains a primary objective of
UKAR.  In the six month period a further £1.6bn (H1 2013/14: £2.6bn; FY 2013/14: £4.6bn) of HM Treasury debt
was repaid.  In addition, other cash flows were generated for HM Treasury in the form of State guarantee fees,
interest and taxes.  The Board considers the total of all these cash flows paid to HM Treasury to be an important
measure.  Total cash payments during the six months to 30 September 2014 to HM Treasury were £2.0bn (H1
2013/14: £3.2bn; FY 2014/15: £5.6bn). The reduction in the repayment of debt and other cash flows to HM
Treasury is primarily due to cash being accumulated to repay a £1.0bn Covered Bond maturity in 2015.

Capital

UKAR operates under a MIPRU regulatory status.  Strictly the regulated companies within the UKAR Group are
required to hold capital in excess of 1% of total Balance Sheet assets plus any undrawn commitments.
However, the Board believes it should hold capital above 1% reflecting the increased risk in the business
compared to a standard MIPRU firm.  As at 30 September 2014 capital in B&B plc represented 7.2% of B&B
Company assets and NRAM plc capital represented 10.3% of NRAM Company assets.

The UKAR Group's capital is provided by its shareholders (currently HM Treasury) and the holders of
subordinated notes and subordinated liabilities. The regulated companies within the UKAR Group met their
capital requirements in full throughout the period and have received no additional capital from HM Treasury.

Capital resources - B&B plc (company only)

At 30 Sept 2014 30 Sept 2013 31 Mar 2014
£m £m £m

Share capital and reserves 2,879.8 2,590.3 2,740.2
Available-for-sale reserve adjustments (27.9) (23.8) (25.8)
Cash flow hedge reserve adjustments (56.0) (48.9) (56.9)
Net pension adjustment (29.9) - -
Less: deductions (515.3) (515.2) (515.1)
Tier 1 capital 2,250.7 2,002.4 2,142.4
Capital instruments 83.3 80.5 81.8
Total capital 2,334.0 2,082.9 2,224.2

Deductions principally relate to intangible assets and investments in subsidiaries.
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Financial Review (continued)

Capital (continued)

Capital resources - NRAM plc (company only)

At 30 Sept 2014 30 Sept 2013 31 Mar 2014
£m £m £m

Share capital and reserves 3,727.6 2,934.0 3,337.2
Available-for-sale reserve adjustments 31.7 45.8 29.9
Cash flow hedge reserve adjustments (196.7) (136.9) (156.8)
Net pension adjustment (106.4) (56.4) (65.3)
Reserve capital instruments 101.4 101.4 101.4
Tier one notes 40.5 41.3 40.9
Withheld coupons 79.2 63.2 71.8
Less: deductions (0.7) (0.9) (1.0)
Tier 1 capital 3,676.6 2,991.5 3,358.1
Subordinated notes 23.4 23.4 23.4
Total capital 3,700.0 3,014.9 3,381.5

B&B plc total capital resources and Tier 1 capital are £109.8m and £108.3m higher than 31 March 2014
respectively due to profits generated in the period.

NRAM plc total capital resources and Tier 1 capital are £318.5m higher than 31 March 2014 due to profits
generated in the period.
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Other Information

Board changes

Ian Hares was appointed to the Boards of UKAR, B&B and NRAM with effect from 8 July 2014. Ian has been
Finance & Investment Director of UKAR since December 2013, prior to which he was Investment Director.

UK Asset Resolution Limited

UKAR was established on 1 October 2010 to facilitate the orderly management of the closed mortgage books of
both B&B and NRAM to maximise value for taxpayers. The Executive team of UKAR manages both
organisations focusing on this common objective, while ensuring that both companies continue to treat
customers fairly, deliver consistently high levels of service and support those customers facing financial
difficulty.

Bradford & Bingley plc

On 29 September 2008, all of B&B’s retail branches and its savings accounts were transferred to Banco
Santander Group. The remainder of the business, including the mortgage books of B&B and its subsidiary
Mortgage Express, were nationalised and taken into public ownership by the government. B&B is permanently
closed to new lending but continues to provide services to some 175,000 existing mortgage borrowers, with
251,000 mortgage accounts.

NRAM plc

Northern Rock was nationalised and taken into government ownership in February 2008 and was then
restructured into two legal entities with effect from 1 January 2010 - Northern Rock plc and NRAM plc (formerly
Northern Rock (Asset Management) plc).  NRAM retained the majority of the pre-existing mortgage book and all
pre-existing unsecured loan accounts. NRAM is permanently closed to new lending but continues to provide
services to some 260,000 existing borrowers, with 252,000 mortgage accounts and 112,000 unsecured loan
accounts.
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UKAR Consolidated Financial Results

Consolidated Income Statement
6 months to

 30 Sept 2014
6 months to

 30 Sept 2013
12 months to
 31 Mar 2014

£m £m £m

Interest receivable and similar income 1,051.6 1,178.3 2,291.5
Interest expense and similar charges (346.6) (441.4) (822.3)
Net interest income 705.0 736.9 1,469.2

Fee and commission income 11.8 14.1 26.9
Fee and commission expense (6.0) (6.1) (12.1)
Net fee and commission income 5.8 8.0 14.8

Net realised gains less losses on investment securities 5.2 (10.0) (8.3)
Unrealised fair value movements on financial instruments 9.6 3.7 (33.3)
Hedge ineffectiveness (9.0) (4.8) (18.2)
Provision for customer redress - (45.0) (115.8)
Other operating income 1.9 9.4 10.6
Non-interest income 13.5 (38.7) (150.2)

Net operating income 718.5 698.2 1,319.0

Administrative expenses (84.8) (96.6) (189.8)
Impairment on loans to customers credit/(charge) 58.3 (75.5) (46.6)
Net impairment release on investment securities 1.5 19.9 9.2
Profit on sale of loans - 21.2 21.2
Loss on repurchase of own liabilities (18.9) - -
Profit before taxation 674.6 567.2 1,113.0

Taxation (141.1) (133.6) (243.3)

Profit for the period 533.5 433.6 869.7



UK Asset Resolution Limited Interim Financial Report 30 September 2014

UKAR Interim Financial Report 30 September 2014 Section A - UKAR Page 19 of 77

UKAR Consolidated Financial Results (continued)

Consolidated Balance Sheet

At 30 Sept 2014 30 Sept 2013 31 Mar 2014
 £m  £m £m

Assets

Balances with the Bank of England 5,153.4 4,824.1 5,020.3
Cash at bank and in hand 2,331.3 2,754.1 2,503.2
Investment securities 807.5 1,458.9 1,074.7
Loans to customers 55,578.3 64,278.6 61,249.5
Assets classified as held for sale: loans to customers 2,467.4 - -
Fair value adjustments on portfolio hedging 359.1 346.7 308.8
Derivative financial instruments 3,603.5 5,328.5 4,616.2
Other assets 26.0 29.0 37.4
Retirement benefit assets 136.3 56.4 65.3
Property, plant and equipment 20.7 24.1 21.9
Intangible assets 43.4 41.0 42.7
Total assets 70,526.9 79,141.4 74,940.0

Liabilities

Amounts due to banks 2,664.3 3,601.8 3,119.2
Statutory Debt and HM Treasury loans 36,718.2 40,385.8 38,350.5
Derivative financial instruments 456.8 540.0 446.0
Debt securities in issue 23,007.7 28,043.5 25,886.0
Other liabilities 134.8 148.3 159.8
Current tax liabilities 167.8 175.3 183.4
Deferred tax liabilities 71.7 13.5 50.8
Retirement benefit obligations 8.3 50.5 20.3
Provisions 142.2 134.3 167.7
Capital instruments 221.1 211.9 215.3
Total liabilities 63,592.9 73,304.9 68,599.0

Equity

Issued capital and reserves attributable to equity holder of
the parent:
- Share capital 1.2 1.2 1.2
- Reserves 1,362.9 1,274.6 1,313.2
- Retained earnings* 5,365.9 4,372.7 4,830.0

Share capital and reserves attributable to owners of
the parent 6,730.0 5,648.5 6,144.4

Non-controlling interests* 204.0 188.0 196.6

Total equity 6,934.0 5,836.5 6,341.0

Total equity and liabilities 70,526.9 79,141.4 74,940.0

* Non-controlling interests (previously described as 'non-shareholders' funds') and retained earnings as at 30 September 2013 have been
re-presented compared to the amounts presented in the 30 September 2013 Interim Financial Report, as detailed on page 67.
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Section B
Bradford & Bingley plc

Interim Financial Report
for the 6 months ended 30 September 2014
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Key Highlights

 Balance sheet reduced by a further £1.7bn in the last six months to £33.4bn.

 Government loan repayments of £0.9bn and other payments of £0.2bn made to taxpayers in the six months
(H1 2013/14: £1.0bn and £0.2bn).

 Mortgage accounts three or more months in arrears, including those in possession, fell by 4% to 4,013 (H1
2013/14: 4,890; FY 2013/4: 4,174) from the year end.

 Underlying profit before tax of £211.8m for the six months was 52% higher than the comparable period in
2013/4 (H1 2013/14: £139.4m; FY 2013/4: £299.1m).

 Costs down 7% compared to the six months to September 2013.

 Sale of a portfolio of performing mortgages for £1.0bn, including a premium of approximately £22m over the
book value, announced and completed after the end of the period.

1. Financial Information

These results are for the six month reporting period to 30 September 2014.  Where appropriate to show half
year and full year comparisons, the unaudited six month period to 30 September 2013 ('H1 2013/14') and
unaudited 12 month period to 31 March 2014 ('FY 2013/14') are used respectively in these interim accounts.

Underlying profit before tax for the six months was £211.8m, an increase of £72.4m from September 2013 (H1
2013/14: £139.4m; FY 2013/14: £299.1m). Statutory profit before tax for the six months was £221.8m (H1
2013/14: £139.7m; FY 2013/14: £253.0m). The increase in profits was primarily due to a lower loan impairment
charge, mainly as the result of rising house prices but also aided by the continued improvement in the level of
arrears, and higher net interest income due to lower funding costs as the WCF is repaid.

Our objective remains to optimise the B&B Balance Sheet to facilitate the orderly repayment of the government
loan, whilst serving our customers well and treating them fairly. Since the formation of UKAR in October 2010,
the B&B balance sheet has reduced by £12.6bn, including £7.9bn of wholesale funding and £4.5bn of
government funding.

Whilst the primary focus is on reducing the Balance Sheet and government debt, we continue to look for
opportunities to optimise our funding structure where this generates taxpayer value.

In the six months to 30 September 2014 the Balance Sheet reduced by a further £1.7bn (H1 2013/14: £1.6bn;
FY 2013/14: £3.1bn), including the repayment of £0.9bn of government funding (H1 2013/14: £1.0bn; FY
2013/14: £1.8bn). Repayments have been largely funded by £1.0bn (3.4%) of secured residential redemptions.
As at 30 September 2014 lending balances stand at £29.2bn (H1 2013/14: £31.2bn; FY 2013/14: £30.2bn).

Other cashflows were generated for the government in the six months in the form of interest, taxes and
guarantee fees, totalling £0.2bn (H1 2013/14: £0.2bn; FY 2013/14: £0.4bn).

The total number of mortgage cases three or more months in arrears, including those in possession, reduced by
4% from 31 March 2014 to 4,013 cases as at 30 September 2014 (H1 2013/14: 4,890; FY 2013/14: 4,174). The
total value of arrears owed by customers has fallen by £1.9m to £21.8m during the six months to 30 September
2014, a reduction of 8%. This reduction is a direct consequence of proactive arrears management coupled with
the continued low interest rate environment.

Ongoing administrative expenses for the six months were 7% lower than the equivalent period in 2013/14 at
£39.7m (H1 2013/14: £42.7m; FY 2013/14: £86.2m).
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Key Highlights (continued)

2. Customers and Conduct

The total number of customers continues to fall in line with our objective to reduce our Balance Sheet. In total,
B&B has almost 175,000 customers (H1 2013/14: 193,000; FY 2013/14: 182,000), with 251,000 mortgage
accounts (H1 2013/14: 269,000; FY 2013/14: 260,000). The majority of these loans continue to perform well
with more than 96% of mortgage customers up to date with their mortgage payments.

Although our absolute levels of arrears are reducing, we continue to see a number of customers facing financial
difficulty including some entering arrears for the first time. We endeavour to contact all customers following a
missed payment to understand their specific situation and find solutions to help them manage their mortgage.
Where appropriate, we actively encourage customers to seek help from non-fee charging debt advice agencies.
Repossession is always viewed as a last resort but unfortunately, in some situations this is inevitable and the
best course of action to prevent further indebtedness for the customer.  Repossessions continue to decrease
and totalled 477 in the six months (H1 2013/14: 801; FY 2013/14: 1,450).

In addition to our contact strategies for customers in arrears, we also engage proactively with specific groups of
customers who may need to consider their financial situation now to ensure they are ready for the future, such
as those coming to the end of an interest only mortgage term.  Our aim is to remind customers of their
obligations, provide a range of useful information and help them plan ahead.

3. Sale of Mortgages

After the half year-end, on 13 October 2014, the B&B Group sold a portfolio of performing mortgages for £1.0bn,
at which point the buyer assumed the position it would have been in had it acquired the portfolio at the end of
May. Settlement proceeds were received on 27 October 2014. On the 30 September 2014 Balance Sheet,
these loans have been classified as held for sale.  The sale price was in excess of par, generating a premium of
approximately £22m.  The net accounting profit before tax on the transaction was approximately £14m, which
will be recognised during the six months to 31 March 2015.  The difference between the £14m accounting profit
and the £22m premium represents margins on the portfolio between May and October and costs.  B&B will
continue to service these loans for a period.  Under the terms of the sale, the B&B Group provided certain
warranties.  Any claim under the warranties must be made by 15 months from the date on which B&B ceases to
service the loans.  The B&B Group's maximum liability under these warranties is limited to £44m.

Other Information

Bradford & Bingley plc

On 29 September 2008, all of B&B’s retail branches and its savings accounts were transferred to Banco
Santander Group. The remainder of the business, including the mortgage books of B&B and its subsidiary
Mortgage Express, were nationalised and taken into public ownership by the government. B&B is permanently
closed to new lending, but continues to provide services to some 175,000 existing mortgage borrowers, with
251,000 mortgage accounts.

Board changes

Ian Hares was appointed to the Boards of UKAR, B&B and NRAM with effect from 8 July 2014. Ian has been
Finance & Investment Director of UKAR since December 2013, prior to which he was Investment Director.
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Key Performance Indicators

In addition to the primary Financial Statements, B&B has adopted the following key performance indicators in
managing business performance in the context of its strategic priorities.

Strategic
priorities

Financial measures 6 months to
30 Sept

 2014

6 months to
30 Sept

 2013

12 months to
31 Mar

2014

Commentary

Lending balances £bn
Secured £bn

Held for sale £bn

29.2
28.3

0.9

31.2
31.2

-

30.2
30.2

-

Lending balances reduced by 3.4%
during the period primarily due to £1.0bn
of residential redemptions.

Residential mortgage redemption rate %
Residential redemptions £bn

6.5
1.0

4.7
0.7

5.0
1.6

Redemption rates have increased from
the first half of 2013/14 reflecting
improvement in the mortgage market.

Government loan repayments £bn
Government loan balance £bn

0.9
22.5

1.0
24.2

1.8
23.4

No drawdowns were made in the period
from the WCF arranged with HM
Treasury. The balance of £4.1bn,
excluding accrued interest, is within the
£11.5bn maximum facility level
currently agreed with HM Treasury.
Repayments of £0.9bn were made in
the first six months of the year against
the WCF.  No payments were made
against the Statutory Debt and the
balance remains at £18.4bn at the
period end.

Optimise the
Balance Sheet

Total cash payments to HM Treasury £bn 1.1 1.2 2.2 Total cash paid to HM Treasury during
the period.  This includes principal and
interest repayments, State guarantee
fees and tax paid.

Residential arrears balance: total
residential mortgage balance %

Residential payments overdue £m
  0.08
 21.8

  0.09
 27.3

0.08
23.7

The first measure represents the value
of customers’ missed payments as a
proportion of the total balance of all
residential mortgages. The reduction
since 2013 in this and the total amount
of residential payments overdue reflects
falling arrears levels and a shrinking
mortgage book.

Residential arrears 3 months and over and
possessions as % of the book:

- by value
- by number of accounts

Number of residential arrears 3 months
and over and possessions cases

2.02
1.69

4,013

2.27
1.82

4,890

1.99
1.60

4,174

The reduction in arrears cases reflects
both the improvement in collections
performance and the continuing benefit
to mortgage customers of low interest
rates.

Minimise
impairment
and losses

Impairment provisions:
Residential £m

Cover %
Commercial £m

Cover %

572.5
2.02
62.9

12.22

593.9
1.90
61.1

11.60

602.8
1.99
63.0

12.17

The level of the residential impairment
Balance Sheet provision reduced by
£30.3m in the first six months of
2014/15 and the level of cover
increased from 1.99% to 2.02%.

Reduce
costs

Ongoing costs £m
Ratio of costs to average interest-earning

assets:
- ongoing %

39.7

0.24

42.7

0.24

86.2

0.25

Ongoing administrative expenses were
£3.0m (7%) lower than the six months
to September 2013. Cost asset ratios
are broadly in line with the prior year as
cost savings offset the impact of the
shrinking balance sheet.
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Business Review
In addition to the statutory measure of profit, the Board believes it is appropriate to assess performance based on the
underlying profit of the business, which excludes gains on the repurchase of own liabilities, provision for customer redress
and movements in fair value and hedge ineffectiveness relating to financial instruments which are expected to be held to
maturity as opposed to being traded.

An analysis of the difference between the statutory accounting measure of profit and the underlying profit of the B&B Group
is provided in the table below.

* Underlying net non-interest income includes fee and commission income, net realised gains less losses on investment securities and other operating
income.

Summary Balance Sheet At 30 Sept 2014 At 30 Sept 2013 At 31 Mar 2014
£m £m £m

Loans to customers:
- residential mortgages 27,827.2 30,719.1 29,758.0
- commercial and other secured loans 451.8 465.7 454.8
- assets classified as held for sale 895.4 - -

Wholesale assets 2,780.2 3,413.0 3,051.5
Fair value adjustments on portfolio hedging 286.5 238.3 223.0
Derivative financial instruments 1,070.8 1,754.7 1,569.6
Other assets 111.5 101.2 97.7
Total assets 33,423.4 36,692.0 35,154.6

Statutory Debt and HM Treasury loans 22,509.9 24,218.5 23,415.3
Wholesale funding 7,163.4 9,054.5 8,212.9
Derivative financial instruments 382.7 364.3 331.9
Other liabilities 199.7 212.4 220.4
Capital instruments 166.8 151.5 159.1
Equity 3,000.9 2,690.8 2,815.0
Total equity and liabilities 33,423.4 36,692.0 35,154.6

Summary Income Statement
6 months to

30 Sept 2014
6 months to

30 Sept 2013
12 months to
31 Mar 2014

£m £m £m

Net interest income 235.9 195.9 419.6
Underlying net non-interest income* 10.0 10.2 27.5
Underlying net operating income 245.9 206.1 447.1
Administrative expenses (39.7) (42.7) (86.2)
Impairment on loans to customers 5.0 (36.4) (75.0)
Net impairment release on investment securities 0.6 12.4 13.2
Underlying profit before taxation 211.8 139.4 299.1
Unrealised fair value movements on financial instruments 12.1 0.4 (27.3)
Hedge ineffectiveness (2.7) (0.1) (4.3)
Provision for customer redress - - (14.5)
Gain on repurchase of own liabilities 0.6 - -
Statutory profit before taxation 221.8 139.7 253.0
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Bradford & Bingley plc Condensed Financial Statements

Consolidated Income Statement

Note
6 months to

 30 Sept 2014
6 months to

 30 Sept 2013
12 months to
 31 Mar 2014

£m £m £m

Interest receivable and similar income 3 394.1 421.5 827.1
Interest expense and similar charges 3 (158.2) (225.6) (407.5)
Net interest income 3 235.9 195.9 419.6

Fee and commission income 6.2 7.9 14.6
Net realised gains less losses on investment
securities 3.5 1.9 12.2
Unrealised fair value movements on financial
instruments 5 12.1 0.4 (27.3)
Hedge ineffectiveness 5 (2.7) (0.1) (4.3)
Provision for customer redress - - (14.5)
Other operating income 0.3 0.4 0.7
Non-interest income 4 19.4 10.5 (18.6)

Net operating income 255.3 206.4 401.0

Administrative expenses 6 (39.7) (42.7) (86.2)
Impairment on loans to customers credit/(charge) 10 5.0 (36.4) (75.0)
Net impairment release on investment securities 0.6 12.4 13.2
Gain on repurchase of own liabilities 7 0.6 - -
Profit before taxation 221.8 139.7 253.0

Taxation 8 (45.8) (37.0) (57.4)

Profit for the period 176.0 102.7 195.6

The results above arise from continuing activities.
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Bradford & Bingley plc Condensed Financial Statements (continued)

Consolidated Statement of Comprehensive Income

6 months to 30 September 2014 Gross of tax Tax Net of tax
£m £m £m

Profit for the period 221.8 (45.8) 176.0

Other comprehensive income

Items that may be reclassified subsequently to profit or loss:
Available-for-sale instruments:
- net gains recognised in available-for-sale reserve during the period 1.3 (0.3) 1.0
- amounts transferred from available-for-sale reserve and recognised
in profit during the period 1.3 (0.2) 1.1

Cash flow hedges:
- net losses recognised in cash flow hedge reserve during the period (357.3) (34.0) (391.3)
- amounts transferred from cash flow hedge reserve and recognised
in profit during the period 359.4 34.2 393.6

4.7 (0.3) 4.4
Items that will not be reclassified subsequently to profit or loss:
- retirement benefit remeasurements 6.9 (1.4) 5.5

6.9 (1.4) 5.5

Total other comprehensive income 11.6 (1.7) 9.9
Total comprehensive income for the period 233.4 (47.5) 185.9

6 months to 30 September 2013 Gross of tax Tax Net of tax
£m £m £m

Profit for the period 139.7 (37.0) 102.7

Other comprehensive income

Items that may be reclassified subsequently to profit or loss:
Available-for-sale instruments:
- net losses recognised in available-for-sale reserve during the period (1.5) 0.3 (1.2)
- amounts transferred from available-for-sale reserve and recognised
in profit during the period (1.3) 0.3 (1.0)

Cash flow hedges:
- net losses recognised in cash flow hedge reserve during the period (261.5) 103.6 (157.9)
- amounts transferred from cash flow hedge reserve and recognised
in profit during the period 241.3 (95.6) 145.7

(23.0) 8.6 (14.4)
Items that will not be reclassified subsequently to profit or loss:
- retirement benefit remeasurements (9.4) - (9.4)

(9.4) - (9.4)

Total other comprehensive expense (32.4) 8.6 (23.8)
Total comprehensive income for the period 107.3 (28.4) 78.9
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Bradford & Bingley plc Condensed Financial Statements (continued)

Consolidated Balance Sheet

At Note 30 Sept 2014 30 Sept 2013 31 Mar 2014
£m   £m £m

Assets

Balances with the Bank of England 995.8 1,033.4 1,118.7
Cash at bank and in hand 1,487.6 1,917.1 1,554.5
Investment securities 296.8 462.5 378.3
Loans to customers 9 28,279.0 31,184.8 30,212.8
Assets classified as held for sale: loans to customers 9 895.4 - -
Fair value adjustments on portfolio hedging 9 286.5 238.3 223.0
Derivative financial instruments 1,070.8 1,754.7 1,569.6
Other assets 21.2 34.3 36.4
Retirement benefit assets 29.9 - -
Deferred tax assets 8 - 3.4 -
Property, plant and equipment 20.1 23.4 21.2
Intangible assets 40.3 40.1 40.1
Total assets 33,423.4 36,692.0 35,154.6

Liabilities

Amounts due to banks 545.4 1,058.2 674.3
Statutory Debt and HM Treasury loans 22,509.9 24,218.5 23,415.3
Derivative financial instruments 382.7 364.3 331.9
Debt securities in issue 13 6,618.0 7,996.3 7,538.6
Other liabilities 85.5 89.5 105.2
Current tax liabilities 66.1 39.1 55.1
Deferred tax liabilities 8 17.6 - 10.5
Retirement benefit obligations 8.3 50.5 20.3
Provisions 22.2 33.3 29.3
Capital instruments 166.8 151.5 159.1
Total liabilities 30,422.5 34,001.2 32,339.6

Equity

Issued capital and reserves attributable to equity
holder of the parent:
- Share capital 361.3 361.3 361.3
- Reserves 14 319.4 308.1 315.0
- Retained earnings 2,320.2 2,021.4 2,138.7

Share capital and reserves attributable to
owners of the parent 3,000.9 2,690.8 2,815.0

Total equity and liabilities 33,423.4 36,692.0 35,154.6
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Bradford & Bingley plc Condensed Financial Statements (continued)

Consolidated Statement of Changes in Equity

6 months to 30 September 2014
Share
capital

Share
premium

reserve

Capital
redemption

reserve

Available-
for-sale
reserve

Cash flow
hedge

reserve
Retained
earnings

Total share
capital and

reserves
£m £m £m £m £m £m £m

At 1 April 2014 361.3 198.9 29.2 25.8 61.1 2,138.7 2,815.0

Other comprehensive income:
- net movement in available-for-sale

reserve - - - 2.6 - - 2.6
- net movement in cash flow hedge

reserve - - - - 2.1 - 2.1
- retirement benefit remeasurements - - - - - 6.9 6.9
- tax effects of the above - - - (0.5) 0.2 (1.4) (1.7)
Total other comprehensive
income

- - - 2.1 2.3 5.5 9.9

Profit for the period - - - - - 176.0 176.0
Total comprehensive income - - - 2.1 2.3 181.5 185.9
At 30 September 2014 361.3 198.9 29.2 27.9 63.4 2,320.2 3,000.9

6 months to 30 September 2013
Share
capital

Share
premium

reserve

Capital
redemption

reserve

Available-
for-sale
reserve

Cash flow
hedge

reserve
Retained
earnings

Total share
capital and

reserves
£m £m £m £m £m £m £m

At 1 April 2013 361.3 198.9 29.2 26.0 68.4 1,928.1 2,611.9

Other comprehensive income:
- net movement in available-for-sale

reserve - - - (2.8) - - (2.8)
- net movement in cash flow hedge

reserve - - - - (20.2) - (20.2)
- retirement benefit remeasurements - - - - - (9.4) (9.4)
- tax effects of the above - - - 0.6 8.0 - 8.6
Total other comprehensive expense - - - (2.2) (12.2) (9.4) (23.8)
Profit for the period - - - - - 102.7 102.7
Total comprehensive
(expense)/income

- - - (2.2) (12.2) 93.3 78.9

At 30 September 2013 361.3 198.9 29.2 23.8 56.2 2,021.4 2,690.8
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Bradford & Bingley plc Condensed Financial Statements (continued)

Consolidated Cash Flow Statement
6 months to

 30 Sept 2014
6 months to

30 Sept 2013
£m £m

Cash flows from operating activities
Profit before taxation for the period 221.8 139.7
Adjustments to reconcile profit to cash (used in)/generated from operating
activities:
- depreciation and amortisation 8.0 7.2
- impairment on loans to customers (5.0) 36.4
- net impairment release on investment securities (0.6) (12.4)
- gain on repurchase of own liabilities (0.6) -
- fair value adjustments on financial instruments (150.8) 22.6
- other non-cash movements (347.1) (142.4)
Cash flows (used in)/generated from operating activities before
changes in operating assets and liabilities (274.3) 51.1
Net decrease in operating assets:
- loans to customers 1,043.4 909.9
- derivative financial instruments receivable 498.8 288.7
- other assets 17.3 25.5
Net (decrease)/increase in operating liabilities:
- amounts due to banks (128.9) (140.1)
- derivative financial instruments payable 50.8 (120.4)
- debt securities in issue (308.3) (161.8)
- other liabilities (96.2) (108.3)
- provisions (7.4) (26.6)
Income taxes paid (29.3) (9.9)
Net cash generated from operating activities 765.9 708.1

Cash flows from investing activities:
- purchase of property, plant and equipment and intangible assets (7.1) (2.2)
- proceeds from sale and redemption of investment securities 81.2 123.5
Net cash generated from investing activities 74.1 121.3

Cash flows used in financing activities:
- repayment of Working Capital Facility (900.0) (975.0)
- repurchase of own liabilities (129.6) -
Net cash used in financing activities (1,029.6) (975.0)

Net decrease in cash and cash equivalents (189.6) (145.6)
Cash and cash equivalents at beginning of period 2,672.5 3,095.4
Cash and cash equivalents at end of period 2,482.9 2,949.8

Represented by cash and assets with original maturity of three
months or less within:
- balances with the Bank of England 995.5 1,032.9
- cash at bank and in hand 1,487.4 1,916.9
Total cash and cash equivalents at end of period 2,482.9 2,949.8
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Notes to the Financial Information

1. Reporting entity

Bradford & Bingley plc ('B&B') is a public limited company incorporated and domiciled in the United Kingdom.

The financial information in this Interim Financial Report consolidates B&B and its subsidiaries (including special purpose
vehicles ('SPVs')), together referred to as the B&B Group.  B&B's Consolidated Financial Statements for the period ended 31
March 2014 are included in B&B's 2014 Annual Report & Accounts available on B&B's website www.bbg.co.uk.

As explained in B&B's 2014 Annual Report & Accounts, B&B's accounting reference date has been changed from 31
December to 31 March to align to the year end of B&B's ultimate parent, HM Treasury.  The Income Statement information
for the 12 months to 31 March 2014 included in this Interim Financial Report is unaudited.

2. Basis of preparation

This Interim Financial Report has been prepared on a going concern basis.  At the date of approval of this Interim Financial
Report B&B is reliant on the financing facilities and also upon the guarantee arrangements provided to B&B by HM Treasury.
Withdrawal of the financing facilities or the guarantee arrangements would have a significant impact on B&B's operations
and its ability to continue as a going concern, in which case adjustments may have to be made to reduce the carrying value
of assets to recoverable amounts and to provide for further liabilities that might arise.  At the date of approval of this Interim
Financial Report, HM Treasury has confirmed its intentions to continue to provide funding until at least 1 January 2016.

In preparing this Interim Financial Report, including the comparative financial information where applicable, the B&B Group
has adopted for the first time the following statement which had no material impact on the B&B Group:

- The June 2013 amendments to IAS 39 relating to 'Novation of Derivatives and Continuation of Hedge Accounting', which
restrict the circumstances in which a novation of a derivative contract may be treated as a continuation of an existing
hedge relationship.

There have been no other material changes to the accounting policies previously applied by the B&B Group in preparing,
and detailed in, its Annual Report & Accounts for the period ended 31 March 2014, which were prepared in accordance with
International Financial Reporting Standards ('IFRS') as adopted by the European Union.

The Directors consider that the B&B Group's accounting policies are the most appropriate to its circumstances, have been
consistently applied in dealing with items which are considered material and are supported by reasonable and prudent
estimates and judgements.

The preparation of this Interim Financial Report requires the use of estimates and assumptions that affect the reported
values of assets and liabilities at the Balance Sheet date and the reported amounts of revenues and expenses during the
reporting period. Although these estimates are based on management's best knowledge of the amount, event or actions,
actual results ultimately may differ from those estimates.

This Interim Financial Report has been prepared in accordance with IAS 34 'Interim Financial Reporting'.

The information in this document does not include all of the disclosures required by IFRS in full annual financial statements,
and it should be read in conjunction with the Consolidated Financial Statements of B&B for the period ended 31 March 2014.
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Notes to the Financial Information (continued)

3.  Net interest income
6 months to

30 Sept 2014
6 months to

30 Sept 2013
12 months to
31 Mar 2014

£m £m £m

Interest receivable and similar income
On secured loans 383.3 408.1 801.0
On investment securities and deposits 10.8 13.4 26.1
Total interest receivable and similar income 394.1 421.5 827.1
Interest expense and similar charges
On amounts due to banks and HM Treasury (125.5) (175.6) (324.9)
State guarantee fee* (16.8) (19.0) (36.9)
On debt securities and other (15.9) (31.0) (45.7)
Total interest expense and similar charges (158.2) (225.6) (407.5)
Net interest income 235.9 195.9 419.6

Average balances
Interest-earning assets ('IEA') 32,738 35,538 34,702
Financed by:
- interest-bearing funding 11,194 14,138 13,284
- interest-free funding** 21,544 21,400 21,418

Average rates: % % %
- gross yield on IEA 2.40 2.37 2.38
- cost of interest-bearing funding (2.52) (2.91) (2.79)

Interest spread (0.12) (0.54) (0.41)
State guarantee fee* (0.10) (0.11) (0.11)
Contribution of interest-free funding** 1.66 1.75 1.72
Net interest margin on average IEA 1.44 1.10 1.20

Average Bank Base Rate 0.50 0.50 0.50
Average 1-month LIBOR 0.49 0.49 0.49
Average 3-month LIBOR 0.55 0.51 0.52

* At the time of the nationalisation of B&B, HM Treasury provided a guarantee with regard to certain wholesale borrowings and derivative transactions existing
at that time.  The amount of this fee is dependent on balances outstanding and hence it is included within 'interest expense and similar charges'.

** Interest-free funding is calculated as an average over the financial period and includes the Statutory Debt and share capital and reserves.

4.  Net non-interest income
6 months to

30 Sept 2014
6 months to

30 Sept 2013
12 months to
31 Mar 2014

£m £m £m
Net fee and commission income 6.2 7.9 14.6
Net realised gains less losses on investment securities 3.5 1.9 12.2
Other operating income 0.3 0.4 0.7
Underlying net non-interest income 10.0 10.2 27.5
Unrealised fair value movements on financial instruments 12.1 0.4 (27.3)
Hedge ineffectiveness (2.7) (0.1) (4.3)
Provision for customer redress - - (14.5)
Statutory net non-interest income 19.4 10.5 (18.6)
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Notes to the Financial Information (continued)

5.  Unrealised fair value movements on financial instruments and hedge ineffectiveness

6 months to
30 Sept 2014

6 months to
30 Sept 2013

12 months to
31 Mar 2014

£m £m £m
Net gain/(loss) in fair value:
- translation gains on underlying instruments 4.8 10.3 6.9
- fair value movements on derivatives which are economic

hedges but are not in hedge accounting relationships 7.3 (9.9) (34.2)
Unrealised fair value movements 12.1 0.4 (27.3)

Net (losses)/gains on fair value hedging instruments (61.1) 101.8 116.4
Net gains/(losses) on fair value hedged items attributable to
hedged risk 58.4 (101.9) (120.7)
Net hedge ineffectiveness losses (2.7) (0.1) (4.3)

Total 9.4 0.3 (31.6)

6.  Administrative expenses

Employees of B&B provide services to NRAM and to UKAR Corporate Services Limited ('UKARcs').  NRAM and UKARcs
had no direct employees during the periods presented.

The monthly average number of persons employed by B&B during the period was as follows:

 6 months to
 30 Sept 2014

   Number

 6 months to
 30 Sept 2013

   Number

12 months to
 31 Mar 2014

Number
Average headcount:
Full time 1,731 1,842 1,795
Part time 401 412 406
Total employed 2,132 2,254 2,201

The full time equivalent is based on the average hours worked by employees in the period.

The number of persons employed by B&B at the end of the period was as follows:

At
 30 Sept 2014

Number
 30 Sept 2013

Number
 31 Mar 2014

Number
Full time 1,732 1,759 1,741
Part time 405 408 401
Total employed 2,137 2,167 2,142
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Notes to the Financial Information (continued)

6.  Administrative expenses (continued)

Staff numbers include Executive but not Non-Executive Directors.  In addition to the permanent staff above, B&B employed
a full-time equivalent of 140 temporary staff and specialist contractors at 30 September 2014 (30 September 2013: 120; 31
March 2014: 194).

6 months to
 30 Sept 2014

6 months to
 30 Sept 2013

12 months to
 31 Mar 2014

£m £m £m
B&B's costs of permanent staff were as follows:
Wages and salaries 29.0 28.9 56.2
Social security costs 2.9 3.0 5.8
Defined benefit pension costs (0.1) 1.0 1.7
Defined contribution pension costs 2.0 1.5 3.5
Other retirement benefit costs 0.2 0.2 0.5
Total staff costs 34.0 34.6 67.7
Staff costs recharged to NRAM and UKARcs (18.8) (19.0) (37.0)
IT costs 5.5 11.1 15.0
Outsourced and professional services 5.4 5.3 14.5
Depreciation and amortisation 3.8 3.1 6.5
Other administrative expenses 9.8 7.6 19.5
Total administrative expenses 39.7 42.7 86.2

7.  Gain on repurchase of own liabilities

On 10 June 2014 B&B announced tender offers in respect of two notes in the Covered Bond programme with a notional
value of CHF312m. The tender process closed on 30 June 2014, resulting in the purchase of these notes.  Settlement of the
cross-currency swaps which hedged these notes resulted in a profit of £0.6m.

8.  Taxation

Taxation appropriately reflects changes in tax rates which had been substantively enacted by 30 September 2014.

The tax charge for each period included nil overseas tax charge.  The tax charge for the six months to 30 September 2014
has been calculated using the expected effective tax rate for the 12 months to 31 March 2015, ie 21% (year ended 31 March
2014: 23%).  Deferred taxation appropriately reflects a change to the standard rate of UK corporation tax to 20% with effect
from 1 April 2015.

No deferred tax assets were unrecognised at 30 September 2014, 30 September 2013, or 31 March 2014.  £nil of deferred
tax assets (30 September 2013: £6.0m; 31 March 2014: £6.9m) have been recognised in respect of tax losses carried
forward.
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Notes to the Financial Information (continued)

9.  Loans to customers

Residential mortgages include all of the B&B Group's buy-to-let loans.  Commercial loans comprise loans secured on
commercial properties.

All of the B&B Group's loans to customers are to UK customers.

Balances include accounting adjustments in respect of provisioning requirements.

Loans to customers include loans amounting to £17,129.2m (30 September 2013: £18,725.9m; 31 March 2014: £18,203.2m)
which have been sold to bankruptcy remote SPVs whereby substantially all of the risks and rewards of the portfolio are
retained by B&B.  Accordingly, all of these loans are retained on B&B's Balance Sheet.  Further details are provided in note
13.

Fair value adjustments on portfolio hedging amounting to £286.5m (30 September 2013: £238.3m; 31 March 2014:
£223.0m) relate to interest rate derivatives designated in a fair value portfolio hedge relationship.

Loans to customers and redemptions comprise the following product types.

Balances  At 30 Sept 2014 At 30 Sept 2013 At 31 Mar 2014
£m % £m % £m %

Residential mortgages
Buy-to-let 19,045.4 68 20,077.1 65 19,604.3 66
Self Cert 5,819.6 21 6,289.4 21 5,983.6 20
Standard and other 2,962.2 11 4,352.6 14 4,170.1 14
Total residential mortgages 27,827.2 100 30,719.1 100 29,758.0 100
Residential loans 27,827.2 98 30,719.1 99 29,758.0 98
Commercial loans 451.8 2 465.7 1 454.8 2

Total 28,279.0 100 31,184.8 100 30,212.8 100

As detailed in note 20, on 13 October 2014 the B&B Group sold a portfolio of standard mortgages for approximately £1.0bn.
These loans are excluded from the 30 September 2014 balances in the above table.

Redemptions
6 months to

30 Sept 2014
6 months to

 30 Sept 2013
12 months to
 31 Mar 2014

£m £m £m
Residential mortgages
Buy-to-let (528.4) (388.0) (835.9)
Self Cert (215.1) (162.8) (348.2)
Standard and other (213.1) (190.2) (390.3)
Total residential mortgages (956.6) (741.0) (1,574.4)
Residential loans (956.6) (741.0) (1,574.4)
Commercial loans (4.1) (78.9) (88.2)

Total (960.7) (819.9) (1,662.6)

Redemptions comprise full redemptions, voluntary partial redemptions and cash receipts from possessions, but exclude
overpayments and regular monthly payments.
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10.  Impairment on loans to customers

Allowances for credit losses against loans to customers have been made as follows:

On residential
 mortgages

On commercial
 loans Total

6 months to 30 September 2014 £m £m £m

At 1 April 2014 602.8 63.0 665.8
Movements during the period:
- write-offs (34.6) (0.1) (34.7)
- loan impairment charge 4.3 - 4.3
Net movements during the period (30.3) (0.1) (30.4)

At 30 September 2014 572.5 62.9 635.4
The Income Statement charge comprises:
- loan impairment charge 4.3 - 4.3
- recoveries net of costs (9.3) - (9.3)

Total Income Statement credit (5.0) - (5.0)

On residential
 mortgages

On commercial
 loans Total

6 months to 30 September 2013 £m £m £m

At 1 April 2013 614.1 49.1 663.2
Movements during the period:
- write-offs (57.1) - (57.1)
- loan impairment charge 36.9 12.0 48.9
Net movements during the period (20.2) 12.0 (8.2)
At 30 September 2013 593.9 61.1 655.0
The Income Statement charge comprises:
- loan impairment charge 36.9 12.0 48.9
- recoveries net of costs (12.5) - (12.5)

Total Income Statement charge 24.4 12.0 36.4

In the Balance Sheet the carrying values of loans to customers are presented net of these allowances.
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11.  Credit quality of loans to customers

In respect of loans to residential customers, the B&B Group holds collateral in the form of mortgages over residential
properties. The fair value of this collateral was as follows:

At
30 Sept 2014

£m
30 Sept 2013

£m
31 Mar 2014

£m
Neither past due nor impaired 40,145.8 42,189.6 41,680.1
Past due but not impaired 1,522.0 1,611.9 1,446.0
Impaired 287.0 303.5 265.9
Total 41,954.8 44,105.0 43,392.0

If the collateral amount on each individual loan was capped at the amount of the balance outstanding and any surplus of
collateral values over balances outstanding ignored, the fair value of collateral held would be as follows:

At
30 Sept 2014

£m
30 Sept 2013

£m
31 Mar 2014

£m

Neither past due nor impaired 26,877.7 29,425.3 28,724.5
Past due but not impaired 1,137.2 1,288.5 1,135.2
Impaired 237.0 270.1 232.7
Total 28,251.9 30,983.9 30,092.4
The impaired balances above include the following
carrying amount of assets in possession, capped at the
balance outstanding 44.8 53.8 48.8

The fair value of the collateral is estimated by taking the most recent valuation of the property and adjusting for house price
inflation or deflation up to the Balance Sheet date.

The indexed loan to value ('LTV') of residential loan balances, weighted by loan balance, falls into the following ranges:

At
30 Sept 2014

%
30 Sept 2013

%
31 Mar 2014

%
To 50% 16.4 7.4 7.9
50% to 75% 31.1 22.4 26.3
75% to 100% 46.2 52.6 53.3
Over 100% 6.3 17.6 12.5
Total 100.0 100.0 100.0

The average indexed LTV based on a simple average is 67.7% (30 September 2013: 71.0%; 31 March 2014: 70.0%) and on
a weighted average is 76.3% (30 September 2013: 82.7%; 31 March 2014: 80.3%).

At 30 September 2014
 Residential
mortgages

Commercial
loans Total

£m £m £m
Neither past due nor impaired 26,983.7 287.3 27,271.0
Past due but not impaired:
- less than 3 months 775.1 - 775.1
- 3 to 6 months 232.3 - 232.3
- over 6 months 146.4 - 146.4
Impaired 262.2 227.4 489.6

28,399.7 514.7 28,914.4
Impairment allowances (572.5) (62.9) (635.4)
Loans to customers net of impairment allowances 27,827.2 451.8 28,279.0
Impairment allowances:
- individual 77.8 62.9 140.7
- collective 494.7 - 494.7
Total impairment allowances 572.5 62.9 635.4
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Notes to the Financial Information (continued)

11.  Credit quality of loans to customers (continued)

At 30 September 2013
 Residential
mortgages

Commercial
 loans Total

£m £m £m
Neither past due nor impaired 29,681.9 343.4 30,025.3
Past due but not impaired:
- less than 3 months 873.6 - 873.6
- 3 to 6 months 267.2 - 267.2
- over 6 months 176.4 - 176.4
Impaired 313.9 183.4 497.3

31,313.0 526.8 31,839.8
Impairment allowances (593.9) (61.1) (655.0)
Loans to customers net of impairment allowances 30,719.1 465.7 31,184.8
Impairment allowances:
- individual 95.7 61.1 156.8
- collective 498.2 - 498.2
Total impairment allowances 593.9 61.1 655.0

At 31 March 2014
Residential
mortgages

Commercial
 loans Total

£m £m £m
Neither past due nor impaired 28,937.8 291.2 29,229.0
Past due but not impaired:
- less than 3 months 772.2 - 772.2
- 3 to 6 months 234.6 - 234.6
- over 6 months 150.3 - 150.3
Impaired 265.9 226.6 492.5

30,360.8 517.8 30,878.6
Impairment allowances (602.8) (63.0) (665.8)
Loans to customers net of impairment allowances 29,758.0 454.8 30,212.8
Impairment allowances:
- individual 83.0 63.0 146.0
- collective 519.8 - 519.8
Total impairment allowances 602.8 63.0 665.8

The above table includes balances within 'neither past due nor impaired' which would have been shown as past due or
impaired other than due to renegotiation; these were loans where arrears were capitalised during the previous 12 months.
These loans amounted to £1.3m at 30 September 2014 (£4.8m at 30 September 2013; £5.0m at 31 March 2014).  A loan is
eligible for capitalisation of arrears only once the borrower has complied with stringent terms for a set period.

The 30 September 2014 amounts in this note exclude the loans to customers which are shown on the Balance Sheet as
held for sale. Arrears levels and impairment allowances were not material on these loans.
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Notes to the Financial Information (continued)

12.  Arrears and possessions on residential mortgages

Arrears and possessions are monitored for the B&B Group as a whole and also split by type of product.

At 30 Sept 2014 30 Sept 2013 31 Mar 2014

Arrears 3 months and over
Number of cases No. 3,594 4,376 3,739
Proportion of total cases % 1.51 1.63 1.43
Asset value £m 505.2 620.2 528.7
Proportion of book % 1.81 2.02 1.78
Total value of payments overdue £m 14.0 17.9 15.3
Proportion of total book % 0.05 0.06 0.05

Possessions
Number of cases No. 419 514 435
Proportion of total cases % 0.18 0.19 0.17
Asset value £m 58.3 75.9 63.8
Proportion of book % 0.21 0.25 0.21
Total value of payments overdue £m 2.5 3.6 3.2
Proportion of total book % 0.01 0.01 0.01
New possessions * No. 477 801 1,450

Total arrears 3 months and over and
possessions
Number of cases No. 4,013 4,890 4,174
Proportion of total cases % 1.69 1.82 1.60
Asset value £m 563.5 696.1 592.5
Proportion of book % 2.02 2.27 1.99
Total value of payments overdue £m 16.5 21.5 18.5
Proportion of total book % 0.06 0.07 0.06

In respect of all arrears (including those which are less than 3 months in arrears) together with possessions, the total value
of payments overdue was:

Payments overdue
Total value of payments overdue £m 21.8 27.3 23.7
Proportion of total book % 0.08 0.09 0.08

Loan impairment provision
As % of total balances % 2.02 1.90 1.99

* New possessions for the six months to 30 September 2014 and 2013 and the 12 months to 31 March 2014.
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Notes to the Financial Information (continued)

12.  Arrears and possessions on residential mortgages (continued)

Analysis of residential mortgages 3 months and over in arrears by product

At 30 Sept 2014 30 Sept 2013 31 Mar 2014

Buy-to-let
  Number of cases No. 1,440 1,877 1,514
  Proportion of total cases % 0.88 1.09 0.90
  Asset value £m 193.3 252.1 202.4
  Proportion of book % 1.02 1.26 1.03
  Total value of payments overdue £m 5.0 7.2 5.7
  Proportion of total book % 0.03 0.04 0.03

Self Cert
  Number of cases No. 1,147 1,309 1,166
  Proportion of total cases % 2.92 3.12 2.86
  Asset value £m 197.5 229.2 202.3
  Proportion of book % 3.39 3.64 3.38
  Total value of payments overdue £m 5.2 6.1 5.4
  Proportion of total book % 0.09 0.10 0.09

Standard and other
  Number of cases No. 1,007 1,190 1,059
  Proportion of total cases % 3.00 2.18 2.09
  Asset value £m 114.4 138.9 124.0
  Proportion of book % 3.86 3.19 2.97
  Total value of payments overdue £m 3.7 4.7 4.2
  Proportion of total book % 0.13 0.11 0.10

The 30 September 2014 amounts in this note exclude the loans to customers which are shown on the Balance Sheet as
held for sale.

13.  Debt securities in issue
Securitised

 notes
Covered

 Bonds Other Total
£m £m £m £m

At 1 April 2014 3,902.2 3,459.0 177.4 7,538.6
Repayments (188.6) - (119.7) (308.3)
Repurchases - (208.7) - (208.7)
Other movements (76.9) (320.6) (6.1) (403.6)
At 30 September 2014 3,636.7 2,929.7 51.6 6,618.0

Securitised assets 10,116.5 7,952.0 - 18,068.5
Reserve fund 380.0 1.4 - 381.4

Securitised
 notes

Covered
 Bonds Other Total

£m £m £m £m

At 1 April 2013 4,366.0 3,756.9 273.1 8,396.0
Repayments (156.8) - (5.0) (161.8)
Other movements (92.2) (143.0) (2.7) (237.9)
At 30 September 2013 4,117.0 3,613.9 265.4 7,996.3

Securitised assets 10,843.1 9,081.7 - 19,924.8
Reserve fund 380.0 1.8 - 381.8

Other movements comprise exchange rate movements, accrued interest and hedge accounting adjustments.

The B&B Group issued debt securities to securitise loans and advances to customers through SPVs and Covered Bonds
and also raised unsecured medium term funding, the amounts of which are shown above.  Certain of these were subject to
fair value hedge designation and the carrying values of these instruments include unamortised adjustments in respect of the
notes that were hedged.
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Notes to the Financial Information (continued)

13.  Debt securities in issue (continued)

HM Treasury has provided guarantees with regards to certain wholesale borrowings; B&B pays a fee for these guarantees
as shown in note 3.

Securitised assets represent loans to customers which have been used to securitise issued notes, including notes which are
held by other companies in the B&B Group, and cash balances.

During the period, B&B purchased notes in the Bradford & Bingley Covered Bond programme, as detailed in note 7.

14.  Reserves

Reserves comprise the following:

At 30 Sept 2014 30 Sept 2013 31 Mar 2014
£m £m £m

Share premium reserve 198.9 198.9 198.9
Capital redemption reserve 29.2 29.2 29.2
Available-for-sale reserve 27.9 23.8 25.8
Cash flow hedge reserve 63.4 56.2 61.1
Total 319.4 308.1 315.0

15.  Capital structure

B&B is regulated by the FCA at individual company level, not at B&B Group level.

Capital resources - B&B plc (company only)

At 30 Sept 2014 30 Sept 2013 31 Mar 2014
£m £m £m

Share capital and reserves 2,879.8 2,590.3 2,740.2
Available-for-sale reserve adjustments (27.9) (23.8) (25.8)
Cash flow hedge reserve adjustments (56.0) (48.9) (56.9)
Net pension adjustment (29.9) - -
Less: deductions (515.3) (515.2) (515.1)
Tier 1 capital 2,250.7 2,002.4 2,142.4
Capital instruments 83.3 80.5 81.8
Total capital 2,334.0 2,082.9 2,224.2

Deductions principally relate to intangible assets and investments in subsidiaries.
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Notes to the Financial Information (continued)

16. Fair value disclosures

(a) Categories of financial assets and financial liabilities: carrying value compared to fair value

The following table summarises the carrying amounts and the fair values of financial assets and liabilities:

At 30 September 2014 Carrying value
£m

Fair value
£m

Financial assets:
Balances with the Bank of England 995.8 995.8
Cash at bank and in hand 1,487.6 1,487.6
Investment securities 296.8 296.8
Loans to customers 29,174.4 25,999.4
Fair value adjustments on portfolio hedging 286.5 -
Derivative financial instruments 1,070.8 1,070.8
Other financial assets 14.6 14.6
Total financial assets 33,326.5 29,865.0

Carrying value
£m

Fair value
£m

Financial liabilities:
Amounts due to banks 545.4 545.4
Statutory Debt and HM Treasury loans 22,509.9 22,509.9
Derivative financial instruments 382.7 382.7
Debt securities in issue 6,618.0 6,629.5
Capital instruments 166.8 192.9
Other financial liabilities 85.5 85.5
Total financial liabilities 30,308.3 30,345.9

At 30 September 2013 Carrying value
£m

Fair value
£m

Financial assets:
Balances with the Bank of England 1,033.4 1,033.4
Cash at bank and in hand 1,917.1 1,917.1
Investment securities 462.5 462.5
Loans to customers 31,184.8 26,819.1
Fair value adjustments on portfolio hedging 238.3 -
Derivative financial instruments 1,754.7 1,754.7
Other financial assets 28.1 28.1
Total financial assets 36,618.9 32,014.9

Carrying value
£m

Fair value
£m

Financial liabilities:
Amounts due to banks 1,058.2 1,058.2
Statutory Debt and HM Treasury loans 24,218.5 24,218.5
Derivative financial instruments 364.3 364.3
Debt securities in issue 7,996.3 7,788.8
Capital instruments 151.5 113.6
Other financial liabilities 89.5 89.5
Total financial liabilities 33,878.3 33,632.9
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Notes to the Financial Information (continued)

16. Fair value disclosures (continued)

(a) Categories of financial assets and financial liabilities: carrying value compared to fair value (continued)

At 31 March 2014 Carrying value
£m

Fair value
£m

Financial assets:
Balances with the Bank of England 1,118.7 1,118.7
Cash at bank and in hand 1,554.5 1,554.5
Investment securities 378.3 378.3
Loans to customers 30,212.8 26,317.9
Fair value adjustments on portfolio hedging 223.0 -
Derivative financial instruments 1,569.6 1,569.6
Other financial assets 30.0 30.0
Total financial assets 35,086.9 30,969.0

Carrying value
£m

Fair value
£m

Financial liabilities:
Amounts due to banks 674.3 674.3
Statutory Debt and HM Treasury loans 23,415.3 23,415.3
Derivative financial instruments 331.9 331.9
Debt securities in issue 7,538.6 7,687.5
Capital instruments 159.1 145.1
Other financial liabilities 105.2 105.2
Total financial liabilities 32,224.4 32,359.3

The only financial assets and liabilities which are carried at fair value on the Balance Sheet are investment securities and
derivative financial assets and liabilities.

(b) Valuation bases

Financial assets and liabilities carried at fair value are valued on the following bases:

At 30 September 2014 Level 1
£m

Level 2
£m

Level 3
£m

Total
£m

Financial assets
Investment securities - available-for-
sale

57.2 239.6 - 296.8

Derivative financial instruments - 1,070.8 - 1,070.8
Financial liabilities
Derivative financial liabilities - (382.7) - (382.7)
Net financial assets 57.2 927.7 - 984.9
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Notes to the Financial Information (continued)

16. Fair value disclosures (continued)

(b) Valuation bases (continued)

At 30 September 2013 Level 1
£m

Level 2
£m

Level 3
£m

Total
£m

Financial assets
Investment securities - available-for-sale 169.8 292.7 - 462.5
Derivative financial instruments - 1,754.7 - 1,754.7
Financial liabilities
Derivative financial liabilities - (364.3) - (364.3)
Net financial assets 169.8 1,683.1 - 1,852.9

At 31 March 2014 Level 1
£m

Level 2
£m

Level 3
£m

Total
£m

Financial assets
Investment securities - available-for-sale 106.3 272.0 - 378.3
Derivative financial instruments - 1,569.6 - 1,569.6
Financial liabilities
Derivative financial liabilities - (331.9) - (331.9)
Net financial assets 106.3 1,509.7 - 1,616.0

Level 1: Quoted prices (unadjusted) in active markets for identical assets and liabilities.
Level 2: Inputs other than quoted prices that are observable for the asset or liability, whether directly (ie as price) or

indirectly (ie derived from the implications of prices).
Level 3: Inputs for the asset or liability that are not based on observable market data, or have significant unobservable

inputs.

There were no transfers between Level 1 and Level 2 during the periods presented.

Available-for-sale investment securities which are categorised as Level 2 are those which are less frequently traded and
hence trade prices are not considered sufficient evidence of fair value.  Fair value is estimated by the securities' lead
managers, taking into account recent trades, similar assets adjusted for credit spreads and where applicable the underlying
performance of assets backing the securities; unobservable inputs are not considered significant.

Derivative financial instruments which are categorised as Level 2 are those which either:

(a) Have future cash flows which are on known dates and for which the cash flow amounts are known or calculable by
reference to observable interest and foreign currency exchange rates; or

(b) Have future cash flows which are not pre-defined, but for which the fair value of the instrument has very low sensitivity to
unobservable inputs.

In each case the fair value is calculated by discounting future cash flows using observable market parameters including
swap rates, interest rates and currency rates.

17. Related party disclosures

B&B considers the Board of Directors and the members of the Executive Committee to be the key management personnel.
Transactions during the period with B&B's key management personnel and other related parties were similar in nature to
those during the period ended 31 March 2014. B&B repaid £900.0m of the WCF during the six months to 30 September
2014 (6 months to 30 September 2013: £975.0m: 12 months to 31 March 2014: £1,775.0m).
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Notes to the Financial Information (continued)

18.  Contingent liabilities

On 20 January 2009 a solicitor's letter was received notifying B&B and certain present and former B&B directors of a
potential claim by former individual shareholders who subscribed for additional shares in the £401m rights issue approved
on 17 July 2008.  These former shareholders claim to have suffered loss through having been induced to subscribe for
shares in the rights issue by allegedly materially misleading and/or incomplete statements made in the associated
prospectus dated 24 June 2008 as revised and supplemented by the supplementary prospectus dated 11 July 2008.  Should
such a claim result in proceedings which are pursued through the courts and which succeed, the defendant directors and/or
B&B could be liable in damages to certain former shareholders in B&B who subscribed for shares in the rights issue.  In May
2009 B&B together with its legal advisors responded to the allegations raised.  Nothing further was heard until 23 January
2012 when correspondence was received from the solicitors representing the former shareholders, to which B&B together
with its legal advisors responded.  This correspondence contained no further allegations or details of the former
shareholders’ potential claim.  It is not possible at this stage to determine the outcome of any conclusion to this matter.  No
provision has been made in respect of these allegations.

19. Risks and uncertainties

The Directors are aware of the following material risks and uncertainties which may affect B&B during the period to 31 March
2015:

- external economic factors including unemployment, house price movements, the extent and timing of changes in interest
rates, the rate of interest charged on the WCF and the rate of the government guarantee fee;

- conduct risk including products or customer service not meeting customer needs or expectations or regulatory
requirements; and

- reputational risk as a result of past or present failure or perceived failure to comply with required or expected market
standards.

There may be other risks that are not listed above that the Directors are not aware of or that the Directors do not consider
material.

The business, financial condition or results of operations of B&B could be adversely affected by any of these risks.  Further
discussion of risk management and control were provided on pages 7-9 of B&B's 2014 Annual Report & Accounts.

20.  Events after the reporting period

After the half year-end, on 13 October 2014, the B&B Group sold a portfolio of mortgages for approximately £1.0bn, at which
point the buyer assumed the position that it would have been in had it acquired the portfolio at the end of May. Settlement
proceeds were received on 27 October 2014. On the 30 September 2014 Balance Sheet, these loans have been classified
as held for sale.  The sale price was in excess of par, generating a premium of approximately £22m.  The net accounting
profit before tax on the transaction was approximately £14m which will be recognised during the six months to 31 March
2015.  The difference between the £14m accounting profit and the £22m premium represents margins on the portfolio
between May and October and costs.  B&B will continue to service these loans for a period.  Under the terms of the sale, the
B&B Group provided certain warranties.  Any claim under the warranties must be made by 15 months from the date on
which B&B ceases to service the loans.  The B&B Group's maximum liability under these warranties is limited to £44m.

On 10 October 2014 the B&B Group completed the sale and leaseback of its head office property in Crossflatts, Bingley,
realising a profit of £9.7m.

The financial information in this document is unaudited and does not constitute statutory accounts within the meaning of
section 435 of the Companies Act 2006. The comparative figures for the financial period ended 31 March 2014 are not the
statutory accounts for that financial period for Bradford & Bingley plc. The 2014 statutory accounts of Bradford & Bingley
plc have been reported on by that company's auditors and delivered to the Registrar of Companies. The report of the
auditors was unqualified, did not include a reference to any matters to which the auditors drew attention by way of
emphasis without qualifying their report, and did not contain a statement under section 498(2) or (3) of the Companies Act
2006.  This document may contain forward-looking statements with respect to certain plans and current goals and
expectations relating to the future financial conditions, business performance and results of Bradford & Bingley plc.  By
their nature, all forward-looking statements involve risk and uncertainty because they relate to future events and
circumstances that are beyond the control of Bradford & Bingley plc including, amongst other things, UK domestic and
global economic and business conditions, market related risks such as fluctuation in interest rates and exchange rates,
inflation, deflation, the impact of competition, changes in customer preferences, risks concerning borrower credit quality,
delays in implementing proposals, the timing, impact and other uncertainties of future acquisitions or other combinations
within relevant industries, the policies and actions of regulatory authorities, the impact of tax or other legislation and other
regulations in the jurisdictions in which Bradford & Bingley plc and its affiliates operate.  As a result, the actual future
financial condition, business performance and results of Bradford & Bingley plc may differ materially from the plans, goals
and expectations expressed or implied in these forward-looking statements.
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Statement of Directors' Responsibilities

The Directors confirm that this Interim Financial Report has been prepared in accordance with IAS 34 as
adopted by the European Union and that the management commentary and related notes includes a fair review
of the information required by DTR 4.2.7 and DTR 4.2.8, namely:

 An indication of important events that have occurred during the first six months and their impact on the
condensed Financial Statements and a description of the principal risks and uncertainties for the
remaining six months of the financial year; and

 Material related party transactions in the first six months and any material changes in the related party
transactions described in the last annual report.

The Directors of Bradford & Bingley plc at the date of this report are:

Richard Pym
Kent Atkinson
Richard Banks
Michael Buckley
Christopher Fox
Ian Hares
Sue Langley
Keith Morgan
John Tattersall

On behalf of the Board

Richard Banks Ian Hares
Chief Executive Officer Finance & Investment Director
29 October 2014 29 October 2014

Bradford & Bingley plc. Registered Office: Croft Road, Crossflatts, Bingley, West Yorkshire BD16 2UA.
Registered in England and Wales under company number 03938288.



Bradford & Bingley plc Interim Financial Report                                 30 September 2014

UKAR Interim Financial Report 30 September 2014 Section B - B&B Page 46 of 77

Independent Review Report to Bradford & Bingley plc

Report on the Condensed Consolidated Set of Financial Statements in the Interim Financial Report

Our conclusion

We have reviewed the Condensed Consolidated Set of Interim Financial Statements, defined below, in the
Interim Financial Report of Bradford & Bingley plc for the six months ended 30 September 2014. Based on our
review, nothing has come to our attention that causes us to believe that the Condensed Consolidated Set of
Interim Financial Statements are not prepared, in all material respects, in accordance with International
Accounting Standard 34 as adopted by the European Union and the Disclosure and Transparency Rules of the
United Kingdom's Financial Conduct Authority.

This conclusion is to be read in the context of what we say in the remainder of this report.

What we have reviewed

The Condensed Consolidated Set of Interim Financial Statements, which are prepared by Bradford & Bingley
plc, comprise:

 the Consolidated Balance Sheet as at 30 September 2014;

 the Consolidated Income Statement and Consolidated Statement of Comprehensive Income for the
period then ended;

 the Consolidated Cash Flow Statement for the period then ended;

 the Consolidated Statement of Changes in Equity for the period then ended; and

 the explanatory notes to the Condensed Consolidated Set of Financial Information.

As disclosed in note 2, the financial reporting framework that has been applied in the preparation of the full
annual Financial Statements of the B&B Group is applicable law and International Financial Reporting
Standards ('IFRS') as adopted by the European Union.

The Condensed Consolidated Set of Financial Statements included in the Interim Financial Report have been
prepared in accordance with International Accounting Standard 34 ‘Interim Financial Reporting’ as adopted by
the European Union, and the Disclosure and Transparency Rules of the United Kingdom's Financial Conduct
Authority.

What a review of a Condensed Consolidated Set of Financial Statements involves

We conducted our review in accordance with International Standard on Review Engagements (UK and Ireland)
2410, ‘Review of Interim Financial Information Performed by the Independent Auditor of the Entity’ issued by the
Auditing Practices Board for use in the United Kingdom. A review of interim financial information consists of
making enquiries, primarily of persons responsible for financial and accounting matters, and applying analytical
and other review procedures.

A review is substantially less in scope than an audit conducted in accordance with International Standards on
Auditing (UK and Ireland) and, consequently, does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

We have read the other information contained in the Interim Financial Report and considered whether it
contains any apparent misstatements or material inconsistencies with the information in the Condensed
Consolidated Set of Interim Financial Statements.
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Independent Review Report to Bradford & Bingley plc (continued)

Responsibilities for the Condensed Consolidated Set of Financial Statements in the Interim Financial
Report and the review

Our responsibilities and those of the Directors

The Interim Financial Report, including the Condensed Consolidated Set of Interim Financial Statements, is the
responsibility of, and has been approved by, the Directors. The Directors are responsible for preparing the
Interim Financial Report in accordance with the Disclosure and Transparency Rules of the United Kingdom's
Financial Conduct Authority.

Our responsibility is to express to the Company a conclusion on the Condensed Consolidated Set of Interim
Financial Statements in the Interim Financial Report based on our review. This report, including the conclusion,
has been prepared for and only for the Company for the purpose of complying with the Disclosure and
Transparency Rules of the Financial Conduct Authority and for no other purpose. We do not, in giving this
conclusion, accept or assume responsibility for any other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

PricewaterhouseCoopers LLP
Chartered Accountants
London
29 October 2014

The maintenance and integrity of the Bradford & Bingley plc website is the responsibility of the Directors; the work carried out by the
auditors does not involve consideration of these matters and, accordingly, the auditors accept no responsibility for any changes that may
have occurred to the Financial Statements since they were initially presented on the website.

Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other
jurisdictions.
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Section C
NRAM plc

(formerly Northern Rock (Asset Management) plc)

Interim Financial Report
for the 6 months ended 30 September 2014
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Key Highlights

 Balance sheet reduced by a further £2.7bn in the last six months to £37.2bn.

 Government loan repayments of £0.7bn and other payments of £0.2bn made to taxpayers in the six months
(H1 2013/14: £1.6bn and £0.4bn).

 Mortgage accounts three or more months in arrears, including those in possession, fell by 14% to 9,733 (H1
2013/14: 14,103; FY 2013/4: 11,309) from the year end.

 Underlying profit before tax of £481.1m for the first six months was 6.3% higher than the comparable period
in 2013/4 (H1 2013/14: £452.7m; FY 2013/4: £960.0m).

 Costs down 17% compared to the six months to September 2013.

 Sale of a portfolio of performing mortgages for £1.7bn, including a premium of approximately £33m over the
book value, announced and completed after the end of the period.

1. Financial Information

These results are for the six month reporting period to 30 September 2014.  Where appropriate to show half
year and full year comparisons, the unaudited six month period to 30 September 2013 ('H1 2013/14') and
unaudited 12 month period to 31 March 2014 ('FY 2013/14') are used respectively in these interim accounts.

Underlying profit before tax for the six months was £481.1m, an increase of £28.4m from September 2013 (H1
2013/14: £452.7m; FY 2013/14: £960.0m). Statutory profit before tax for the six months was £452.8m (H1
2013/14: £427.5m; FY 2013/14: £860.0m). Although net interest income has reduced due to the shrinking
balance sheet, this has been more than offset by a lower loan impairment charge, mainly as the result of rising
house prices but also aided by the continued improvement in the level of arrears.

Our objective remains to optimise the NRAM Balance Sheet to facilitate the orderly repayment of the
government loan, whilst serving our customers well and treating them fairly. Since the formation of UKAR in
October 2010, the NRAM Balance Sheet has reduced by £32.2bn, including £24.0bn of wholesale funding and
£7.6bn of government funding.

Whilst the primary focus is on reducing the Balance Sheet and government debt, we continue to look for
opportunities to optimise our funding structure where this generates taxpayer value.

In the six months to 30 September 2014 the Balance Sheet reduced by a further £2.7bn (H1 2013/14: £4.5bn;
FY 2013/14: £7.2bn), including the repayment of £0.7bn of government funding (H1 2013/14: £1.6bn; FY
2013/14: £2.9bn). Repayments have been funded largely from a 7.0% reduction in lending balances reflecting
£1.9bn of secured residential redemptions, £0.1bn of unsecured redemptions and £0.1bn of other capital
repayments. As at 30 September 2014 lending balances stand at £28.9bn (H1 2013/14: £33.1bn; FY 2013/14:
£31.0bn).

Other cashflows were generated for the government in the six months in the form of interest, taxes and
guarantee fees, totalling £0.2bn (H1 2013/14: £0.4bn; FY 2013/14: £0.5bn).

The total number of mortgage cases three or more months in arrears, including those in possession, reduced by
14% from 31 March 2014 to 9,733 cases as at 30 September 2014 (H1 2013/14: 14,103; FY 2013/14: 11,309).
The total value of arrears owed by customers has fallen by £14.1m to £83.4m during the six months to 30
September 2014, a reduction of 14%. This reduction is a direct consequence of proactive arrears management
coupled with the continued low interest rate environment.

We have continued to make good progress in correcting a series of conduct issues inherited from the legacy
business.  If and when we identify an issue that has caused customer detriment, we will do the right thing and
ensure our customers are remediated fully. At the half year, no additional provisions have been set aside for this
purpose.

Ongoing administrative expenses for the six months were 17% lower than the equivalent period in 2013/14 at
£43.6m (H1 2013/14: £52.5m; FY 2013/14: £101.8m).



NRAM plc Interim Financial Report 30 September  2014

UKAR Interim Financial Report 30 September 2014 Section C - NRAM Page 50 of 77

Key Highlights (continued)

2. Customers and Conduct

The total number of customers continues to fall in line with our objective to reduce our Balance Sheet. In total,
NRAM has almost 260,000 customers (H1 2013/14: 298,000; FY 2013/14: 282,000), with 252,000 mortgage
accounts (H1 2013/14: 285,000; FY 2013/14: 269,000) and 112,000 unsecured personal loan accounts (H1
2013/14 126,000; FY 2013/14: 119,000). The majority of these loans continue to perform well with 91% of
mortgage customers up to date with their mortgage payments.

Although our absolute levels of arrears are reducing, we continue to see a number of customers facing financial
difficulty including some entering arrears for the first time. We endeavour to contact all customers following a
missed payment to understand their specific situation and find solutions to help them manage their mortgage.
Where appropriate, we actively encourage customers to seek help from non-fee charging debt advice agencies.
Repossession is always viewed as a last resort but unfortunately, in some situations this is inevitable and the
best course of action to prevent further indebtedness for the customer.  Repossessions continue to decrease
and totalled 1,049 in the six months (H1 2013/14: 2,084; FY 2013/14: 3,596).

In addition to our contact strategies for customers in arrears, we also engage proactively with specific groups of
customers who may need to consider their financial situation now to ensure they are ready for the future, such
as those coming to the end of an interest only mortgage term.  Our aim is to remind customers of their
obligations, provide a range of useful information and help them plan ahead.

3. Sale of Mortgages

After the half year-end, on 13 October 2014, the NRAM Group sold a portfolio of performing mortgages for
£1.7bn, at which point the buyer assumed the position it would have been in had it acquired the portfolio at the
end of May. Settlement proceeds were received on 27 October 2014. On the 30 September 2014 Balance
Sheet, these loans have been classified as held for sale.  The sale price was in excess of par, generating a
premium of approximately £33m. The net accounting profit before tax on the transaction was approximately
£2m, which will be recognised during the six months to 31 March 2015.  The difference between the £2m
accounting profit and the £33m premium represents margins on the portfolio between May and October, costs
and hedging adjustments.  B&B will continue to service these loans for a period.  Under the terms of the sale,
the NRAM Group provided certain warranties.  Any claim under the warranties must be made by 15 months
from the date on which B&B ceases to service the loans.  The NRAM Group's maximum liability under these
warranties is limited to £78m.

Other Information

NRAM plc

Northern Rock was nationalised and taken into government ownership in February 2008 and was then
restructured into two legal entities with effect from 1 January 2010 - Northern Rock plc and NRAM plc (formerly
Northern Rock (Asset Management) plc).  NRAM retained the majority of the pre-existing mortgage book and all
pre-existing unsecured loan accounts. NRAM is permanently closed to new lending, but continues to provide
services to some 260,000 existing borrowers, with 252,000 mortgage accounts and 112,000 unsecured loan
accounts. NRAM changed its name from Northern Rock (Asset Management) plc on 16 May 2014.

Board changes

Ian Hares was appointed to the Boards of UKAR, B&B and NRAM with effect from 8 July 2014.  Ian has been
Finance & Investment Director of UKAR since December 2013, prior to which he was Investment Director.
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Key Performance Indicators

In addition to the primary Financial Statements, NRAM has adopted the following key performance indicators in managing
business performance in the context of its strategic priorities.

Strategic
priorities

Financial measures 6 months to
 30 Sept

2014

6 months to
30 Sept

2013

12 months to
31 Mar

 2014

Commentary

Total lending balances £bn
Secured £bn

Unsecured £bn
Held for sale £bn

28.9
26.1

1.2
1.6

33.1
31.7

1.4
-

31.0
29.7
1.3

-

Lending balances reduced by 7.0% during
the period due to £1.9bn of residential
redemptions, £0.1bn of unsecured
redemptions and £0.1bn of other capital
repayments.

Residential mortgage redemption rate %
Residential redemptions £bn

12.6
1.9

9.6
1.6

10.0
3.4

Redemption rates have increased from the
first half of 2013/14 reflecting improvement
in the mortgage market.

Government loan repayments £bn
Government loan balance £bn

0.7
14.2

1.6
16.2

2.9
14.9

£0.7bn has been repaid against the NRAM
government loan.  The reduction in loan
repayments is primarily due to cash being
accumulated to repay a £1.0bn Covered
Bond maturity in 2015.

Optimise the
Balance Sheet

Total cash payments to HM Treasury £bn 1.0 2.0 3.4 Total cash paid to HM Treasury during the
period.  This includes principal and interest
repayments, State guarantee fees and tax
paid. The reduction reflects the change in
loan repayments noted above.

Residential arrears balance: total
residential mortgage balance %

Residential payments overdue £m
0.32
83.4

0.37
117.6

0.33
97.5

The first measure represents the value of
customers’ missed payments as a
proportion of the total balance of all
residential mortgages. The reduction since
2013 in this and the total amount of
residential payments overdue reflects
falling arrears levels and a shrinking
mortgage book.

Residential arrears 3 months and over and
possessions as % of the book:

- by value
- by number of accounts

Number of residential arrears 3 months
and over and possessions cases

5.46
4.41

9,733

6.58
4.96

14,103

5.66
4.21

11,309

The reduction in arrears cases reflects
both the improvement in collections
performance and the continuing benefit to
mortgage customers of low interest rates.

Minimise
impairment
and losses

Impairment provisions:
Residential secured £m

Cover %
Unsecured £m

Cover %
Commercial £m

Cover %

446.4
1.69

211.4
15.27
21.5

11.96

674.1
2.09

243.3
15.16
34.1

14.85

549.0
1.82

214.7
14.35
27.9

14.23

The level of the residential impairment
Balance Sheet provision reduced by
£102.6m in the first six months of 2014/15
and the level of cover decreased from
1.82% to 1.69%.

Reduce
costs

Ongoing costs £m
Ratio of costs to average interest-

earning assets:
- ongoing %

43.6

0.24

52.5

0.25

101.8

0.26

Ongoing administrative expenses were
£8.9m (17%) lower than the six months to
September 2013. Cost asset ratios are
broadly in line with the prior year as cost
savings offset the impact of the shrinking
balance sheet.
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Business Review

In addition to the statutory measure of profit, the Board believes it is appropriate to assess performance based on the
underlying profit of the business, which excludes gains/losses on the sale of loans and on the repurchase of own liabilities,
provision for customer redress and movements in fair value and hedge ineffectiveness relating to financial instruments which
are expected to be held to maturity as opposed to being traded.

An analysis of the difference between the statutory accounting measure of profit and the underlying profit of the NRAM
Group is provided in the table below.

Summary Income Statement

6 months to
 30 Sept 2014

6 months to
 30 Sept 2013

12 months to
 30 Mar 2014

£m £m £m

Net interest income 469.1 541.0 1,049.6
Underlying net non-interest income* 1.4 (4.2) (12.2)
Underlying net operating income 470.5 536.8 1,037.4
Administrative expenses (43.6) (52.5) (101.8)
Impairment on loans to customers credit/(charge) 53.3 (39.1) 28.4
Impairment on investment securities credit/(charge) 0.9 7.5 (4.0)
Underlying profit before taxation 481.1 452.7 960.0
Unrealised fair value movements on financial instruments (2.5) 3.3 (6.0)
Hedge ineffectiveness (6.3) (4.7) (13.9)
Provision for customer redress - (45.0) (101.3)
Profit on sale of loans - 21.2 21.2
Loss on repurchase of own liabilities (19.5) - -
Statutory profit before taxation 452.8 427.5 860.0

* Underlying net non-interest income includes net fee and commission income, net realised gains less losses on investment securities and other operating
income.

Summary Balance Sheet

At 30 Sept 2014 At 30 Sept 2013 At 31 Mar 2014
£m £m £m

Loans to customers:
- residential mortgages 25,968.4 31,536.9 29,586.6
- commercial and other secured loans 158.3 195.6 168.2
- unsecured lending 1,172.6 1,361.3 1,281.9
- assets classified as held for sale 1,572.0 - -

Wholesale assets 5,621.3 5,748.7 5,663.3
Fair value adjustments on portfolio hedging 72.6 108.4 85.8
Derivative financial instruments 2,532.7 3,573.8 3,046.6
Other assets 127.2 78.7 89.2
Total assets 37,225.1 42,603.4 39,921.6

HM Treasury loans 14,208.3 16,167.3 14,935.2
Wholesale funding 18,621.2 22,718.3 20,912.5
Derivative financial instruments 74.1 175.7 114.1
Other liabilities 334.3 339.2 378.3
Capital instruments 54.3 60.4 56.2
Equity 3,932.9 3,142.5 3,525.3
Total equity and liabilities 37,225.1 42,603.4 39,921.6



NRAM plc Interim Financial Report 30 September  2014

UKAR Interim Financial Report 30 September 2014 Section C - NRAM Page 53 of 77

NRAM plc Condensed Financial Statements

Consolidated Income Statement

Note
6 months to

 30 Sept 2014
6 months to

 30 Sept 2013
12 months to
 31 Mar 2014

£m £m £m

Interest receivable and similar income 3 658.1 757.5 1,465.6
Interest expense and similar charges 3 (189.0) (216.5) (416.0)
Net interest income 3 469.1 541.0 1,049.6

Fee and commission income 5.6 6.2 12.3
Fee and commission expense (6.0) (6.1) (12.1)
Net fee and commission income (0.4) 0.1 0.2

Net realised gains less losses on investment securities 1.7 (11.9) (20.5)
Unrealised fair value movements on financial
instruments 5 (2.5) 3.3 (6.0)
Hedge ineffectiveness 5 (6.3) (4.7) (13.9)
Provision for customer redress 14 - (45.0) (101.3)
Other operating income 0.1 7.6 8.1
Non-interest income 4 (7.4) (50.6) (133.4)

Net operating income 461.7 490.4 916.2

Administrative expenses 6 (43.6) (52.5) (101.8)
Impairment on loans to customers credit/(charge) 10 53.3 (39.1) 28.4
Impairment on investment securities credit/(charge) 0.9 7.5 (4.0)
Profit on sale of loans 9 - 21.2 21.2
Loss on repurchase of own liabilities 7 (19.5) - -
Profit before taxation 452.8 427.5 860.0

Taxation 8 (95.3) (100.9) (190.2)

Profit for the period 357.5 326.6 669.8

The results above arise from continuing activities.
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NRAM plc Condensed Financial Statements (continued)

Consolidated Statement of Comprehensive Income

Gross of tax Tax Net of tax
6 months to 30 September 2014 £m £m £m

Profit for the period 452.8 (95.3) 357.5

Other comprehensive income

Items that may be reclassified subsequently to profit or loss:
Available-for-sale instruments:
- net losses recognised in available-for-sale reserve during the period (2.2) 0.5 (1.7)
- amounts transferred from available-for-sale reserve and recognised
in profit during the period (0.1) - (0.1)

Cash flow hedges:
- net losses recognised in cash flow hedge reserve during the period (444.7) 77.8 (366.9)
- amounts transferred from cash flow hedge reserve and recognised
in profit during the period 502.4 (87.9) 414.5

55.4 (9.6) 45.8
Items that will not be reclassified subsequently to profit or loss:
- retirement benefit remeasurements 5.4 (1.1) 4.3

5.4 (1.1) 4.3

Total other comprehensive income 60.8 (10.7) 50.1
Total comprehensive income for the period 513.6 (106.0) 407.6

Gross of tax Tax Net of tax
6 months to 30 September 2013 £m £m £m

Profit for the period 427.5 (100.9) 326.6

Other comprehensive income

Items that may be reclassified subsequently to profit or loss:
Available-for-sale instruments:
- net gains recognised in available-for-sale reserve during the period 12.2 (2.8) 9.4
- amounts transferred from available-for-sale reserve and recognised
in profit during the period 11.7 (2.7) 9.0

Cash flow hedges:
- net losses recognised in cash flow hedge reserve during the period (735.2) 276.3 (458.9)
- amounts transferred from cash flow hedge reserve and recognised
in profit during the period 674.0 (253.2) 420.8

(37.3) 17.6 (19.7)
Items that will not be reclassified subsequently to profit or loss:
- retirement benefit remeasurements (9.0) 2.7 (6.3)

(9.0) 2.7 (6.3)

Total other comprehensive expense (46.3) 20.3 (26.0)
Total comprehensive income for the period 381.2 (80.6) 300.6
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NRAM plc Condensed Financial Statements (continued)

Consolidated Balance Sheet

At Note 30 Sept 2014 30 Sept 2013 31 Mar 2014
£m £m £m

Assets

Balances with the Bank of England 4,157.6 3,790.7 3,901.6
Cash at bank and in hand 840.6 837.0 945.7
Investment securities 623.1 1,121.0 816.0
Loans to customers 9 27,299.3 33,093.8 31,036.7
Assets classified as held for sale: loans to customers 9 1,572.0 - -
Fair value adjustments on portfolio hedging 9 72.6 108.4 85.8
Derivative financial instruments 2,532.7 3,573.8 3,046.6
Other assets 19.5 20.7 22.4
Retirement benefit assets 106.4 56.4 65.3
Property, plant and equipment 0.6 0.7 0.7
Intangible assets 0.7 0.9 0.8
Total assets 37,225.1 42,603.4 39,921.6

Liabilities

Amounts due to banks 2,118.9 2,543.6 2,444.9
HM Treasury loans 14,208.3 16,167.3 14,935.2
Derivative financial instruments 74.1 175.7 114.1
Debt securities in issue 13 16,502.3 20,174.7 18,467.6
Other liabilities 58.7 85.1 71.3
Current tax liabilities 101.6 136.2 128.3
Deferred tax liabilities 8 54.0 16.9 40.3
Provisions 14 120.0 101.0 138.4
Capital instruments 54.3 60.4 56.2
Total liabilities 33,292.2 39,460.9 36,396.3

Equity

Issued capital and reserves attributable to equity
holder of the parent:
- Share capital 124.0 124.0 124.0
- Reserves 15 559.3 479.3 513.5
- Retained earnings* 3,045.6 2,351.2 2,691.2

Share capital and reserves attributable to owners
of the parent 3,728.9 2,954.5 3,328.7

Non-controlling interests* 16 204.0 188.0 196.6

Total equity 3,932.9 3,142.5 3,525.3

Total equity and liabilities 37,225.1 42,603.4 39,921.6

* Non-controlling interests (previously described as 'non-shareholders' funds') and retained earnings as at 30 September 2013 have been
re-presented compared to the amounts presented in the 30 September 2013 Interim Financial Report, as detailed in note 16.
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NRAM plc Condensed Financial Statements (continued)

Consolidated Statement of Changes in Equity

Share
capital

Share
premium

reserve

Capital
redemption

reserve
Other

reserves
Retained
earnings

Total share
capital and

reserves

Non-
controlling

interests
Total

equity6 months to
30 September 2014 £m £m £m £m £m £m £m £m

At 1 April 2014 124.0 403.2 7.3 103.0 2,691.2 3,328.7 196.6 3,525.3

Other comprehensive income:
- net movement in available-for-

sale reserve - - - (2.3) - (2.3) - (2.3)
- net movement in cash flow

hedge reserve - - - 57.7 - 57.7 - 57.7
- retirement benefit

remeasurements - - - - 5.4 5.4 - 5.4
- tax effects of the above - - - (9.6) (1.1) (10.7) - (10.7)
Total other comprehensive
income - - - 45.8 4.3 50.1 - 50.1
Profit for the period - - - - 350.1 350.1 7.4 357.5
Total comprehensive income - - - 45.8 354.4 400.2 7.4 407.6
At 30 September 2014 124.0 403.2 7.3 148.8 3,045.6 3,728.9 204.0 3,932.9

Share
capital

Share
premium

reserve

Capital
redemption

 reserve
Other

reserves
Retained
earnings*

Total share
capital and

reserves

Non-
controlling
interests*

Total
equity6 months to

30 September 2013 £m £m £m £m £m £m £m £m

At 1 April 2013 124.0 403.2 7.3 88.5 2,038.3 2,661.3 180.6 2,841.9

Other comprehensive income:
- net movement in available-for-

sale reserve - - - 23.9 - 23.9 - 23.9
- net movement in cash flow

hedge reserve - - - (61.2) - (61.2) - (61.2)
- retirement benefit

remeasurements - - - - (9.0) (9.0) - (9.0)
- tax effects of the above - - - 17.6 2.7 20.3 - 20.3
Total other comprehensive
expense - - - (19.7) (6.3) (26.0) - (26.0)
Profit for the period - - - - 319.2 319.2 7.4 326.6
Total comprehensive
(expense)/income

- - - (19.7) 312.9 293.2 7.4 300.6

At 30 September 2013 124.0 403.2 7.3 68.8 2,351.2 2,954.5 188.0 3,142.5

* Non-controlling interests (previously described as 'non-shareholders' funds') and retained earnings as at 30 September 2013 have been
re-presented compared to the amounts presented in the 30 September 2013 Interim Financial Report, as detailed in note 16.
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NRAM plc Condensed Financial Statements (continued)

Consolidated Cash Flow Statement
6 months to

 30 Sept 2014
6 months to

 30 Sept 2013
£m £m

Cash flows from operating activities
Profit before taxation for the period 452.8 427.5
Adjustments to reconcile profit to cash generated from/(used in) operating
activities:
- profit on sale of loans - (21.2)
- provision for customer redress - 45.0
- depreciation and amortisation 0.2 0.5
- net profit on sale of property, plant and equipment - (7.3)
- impairment on loans to customers (53.3) 39.1
- net impairment release on investment securities (0.9) (7.5)
- loss on repurchase of own liabilities 19.5 -
- fair value adjustments on financial instruments (48.5) (37.4)
- other non-cash movements (395.8) (509.0)
Cash flows used in operating activities before changes in operating
assets and liabilities (26.0) (70.3)
Net decrease in operating assets:
- loans to customers 2,218.3 1,990.7
- sale of loans - 308.7
- derivative financial instruments receivable 513.9 763.2
- other assets 3.1 1.3
Net (decrease)/increase in operating liabilities:
- amounts due to banks (326.1) (1,082.9)
- derivative financial instruments payable (40.0) (103.5)
- debt securities in issue (1,303.2) (1,323.6)
- other liabilities 39.9 (54.0)
- provisions (26.6) (90.3)
Income tax paid (119.0) (71.1)
Net cash generated from operating activities 934.3 268.2

Cash flows from investing activities:
- proceeds from sale of property, plant and equipment - 10.0
- purchase of investment securities - (38.9)
- proceeds from sale and redemption of investment securities 175.5 396.0
Net cash generated from investing activities 175.5 367.1

Cash flows used in financing activities:
- repayment of HM Treasury loans (725.2) (1,777.4)
- repurchase of own liabilities (233.6) -
Net cash used in financing activities (958.8) (1,777.4)

Net increase/(decrease) in cash and cash equivalents 151.0 (1,142.1)
Cash and cash equivalents at beginning of period 4,845.6 5,768.1

Cash and cash equivalents at end of period 4,996.6 4,626.0

Represented by cash and assets with original maturity of three months or
less within:

- balances with the Bank of England 4,156.0 3,789.0
- cash at bank and in hand 840.6 837.0
Total cash and cash equivalents at end of period 4,996.6 4,626.0



NRAM plc Interim Financial Report 30 September  2014

UKAR Interim Financial Report 30 September 2014 Section C - NRAM Page 58 of 77

Notes to the Financial Information

1.  Reporting entity

NRAM plc ('NRAM') is a public limited company incorporated and domiciled in the United Kingdom.

The financial information in this Interim Financial Report consolidates NRAM and its subsidiaries (including special purpose
vehicles ('SPVs')), together referred to as the NRAM Group.  NRAM's Consolidated Financial Statements for the period
ended 31 March 2014 are included in NRAM's 2014 Annual Report & Accounts available on NRAM's website
www.n-ram.co.uk.

As explained in NRAM's 2014 Annual Report & Accounts, NRAM's accounting reference date has been changed from 31
December to 31 March to align to the year end of NRAM's ultimate parent, HM Treasury.  The Income Statement information
for the 12 months to 31 March 2014 included in this Interim Financial Report is unaudited.

2.  Basis of preparation

This Interim Financial Report has been prepared on a going concern basis.  At the date of approval of this Interim Financial
Report, NRAM is reliant on the financing facilities and also upon the guarantee arrangements provided to NRAM by HM
Treasury.  Withdrawal of the financing facilities or the guarantee arrangements would have a significant impact on NRAM's
operations and its ability to continue as a going concern, in which case adjustments may have to be made to reduce the
carrying value of assets to recoverable amounts and to provide for further liabilities that might arise.  At the date of approval
of this Interim Financial Report, HM Treasury has confirmed its intentions to continue to provide funding until at least 1
January 2016.  It has also committed to convert up to £1.6bn of its loans to NRAM to meet regulatory capital requirements if
so required.

In preparing this Interim Financial Report, including the comparative financial information where applicable, the NRAM
Group has adopted for the first time the following statement, which had no material impact on the NRAM Group:

- The June 2013 amendments to IAS 39 relating to 'Novation of Derivatives and Continuation of Hedge Accounting', which
restrict the circumstances in which a novation of a derivative contract may be treated as a continuation of an existing
hedge relationship.

There have been no other material changes to the accounting policies previously applied by the NRAM Group in preparing,
and detailed in, its Annual Report & Accounts for the period ended 31 March 2014, which were prepared in accordance with
International Financial Reporting Standards ('IFRS') as adopted by the European Union.

The Directors consider that the NRAM Group's accounting policies are the most appropriate to its circumstances, have been
consistently applied in dealing with items which are considered material and are supported by reasonable and prudent
estimates and judgements.

The preparation of this Interim Financial Report requires the use of estimates and assumptions that affect the reported
values of assets and liabilities at the Balance Sheet date and the reported amounts of revenues and expenses during the
reporting period. Although these estimates are based on management's best knowledge of the amount, event or actions,
actual results ultimately may differ from those estimates.

This Interim Financial Report has been prepared in accordance with IAS 34 'Interim Financial Reporting'.

The information in this document does not include all of the disclosures required by IFRS in full annual financial statements,
and it should be read in conjunction with the Consolidated Financial Statements of NRAM for the period ended 31 March
2014.



NRAM plc Interim Financial Report 30 September  2014

UKAR Interim Financial Report 30 September 2014 Section C - NRAM Page 59 of 77

Notes to the Financial Information (continued)

3.  Net interest income
6 months to

30 Sept 2014
6 months to

30 Sept 2013
12 months to
31 Mar 2014

£m £m £m

Interest receivable and similar income
On secured loans 613.0 697.2 1,354.3
On other lending 30.9 41.5 75.7
On investment securities and deposits 14.2 18.8 35.6
Total interest receivable and similar income 658.1 757.5 1,465.6

Interest expense and similar charges
On amounts due to banks and HM Treasury (111.6) (133.8) (253.6)
On debt securities and other (77.4) (82.7) (162.4)
Total interest expense and similar charges (189.0) (216.5) (416.0)
Net interest income 469.1 541.0 1,049.6

Average balances
Interest-earning assets ('IEA') 35,749 41,267 39,436
Financed by:
- interest-bearing funding 32,406 38,066 36,096
- interest-free funding* 3,343 3,201 3,340

Average rates: % % %
- gross yield on IEA 3.67 3.66 3.72
- cost of interest-bearing funding (1.16) (1.13) (1.15)

Interest spread 2.51 2.53 2.57
Contribution of interest-free funding* 0.11 0.08 0.09
Net interest margin on average IEA 2.62 2.61 2.66

Average Bank Base Rate 0.50 0.50 0.50
Average 1-month LIBOR 0.49 0.49 0.49
Average 3-month LIBOR 0.55 0.51 0.52

* Interest-free funding is calculated as an average over the financial period and includes share capital and reserves.

4. Net non-interest income

6 months to
30 Sept 2014

6 months to
30 Sept 2013

12 months to
31 Mar 2014

£m £m £m

Net fee and commission income (0.4) 0.1 0.2
Net realised gains less losses on investment securities 1.7 (11.9) (20.5)
Other operating income 0.1 7.6 8.1
Underlying net non-interest income 1.4 (4.2) (12.2)
Unrealised fair value movements on financial instruments (2.5) 3.3 (6.0)
Hedge ineffectiveness (6.3) (4.7) (13.9)
Provision for customer redress - (45.0) (101.3)
Statutory net non-interest income (7.4) (50.6) (133.4)
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Notes to the Financial Information (continued)

5.  Unrealised fair value movements on financial instruments and hedge ineffectiveness

6 months to
 30 Sept 2014

6 months to
 30 Sept 2013

12 months to
 31 Mar 2014

£m £m £m

Net (loss)/gain in fair value:
- translation gains/(losses) on underlying instruments 17.9 (3.2) (14.1)
- fair value movements on derivatives which are economic

hedges but are not in hedge accounting relationships (20.4) 6.5 8.1
Unrealised fair value movements (2.5) 3.3 (6.0)

Net gains on fair value hedging instruments 6.3 34.2 46.9
Net losses on fair value hedged items attributable to
hedged risk (11.8) (38.7) (57.6)
Ineffectiveness on cash flow hedges (0.8) (0.2) (3.2)
Net hedge ineffectiveness losses (6.3) (4.7) (13.9)

Total (8.8) (1.4) (19.9)

6.  Administrative expenses

NRAM had no employees during the periods presented. Services were provided to NRAM by employees of B&B. Employee
costs recharged by B&B are shown below as 'recharged staff costs'.  NRAM employed a full time equivalent of 131
temporary staff and specialist contractors at 30 September 2014 (30 September 2013: 71; 31 March 2014: 133).

6 months to
 30 Sept 2014

6 months to
 30 Sept 2013

12 months to
 31 Mar 2014

£m £m £m
Recharged staff costs 18.4 18.9 36.5
Defined benefit pension costs (1.8) (1.2) (2.7)
IT costs 9.5 15.0 30.0
Outsourced and professional services 3.9 5.1 9.2
Depreciation and amortisation 4.4 4.5 8.8
Other administrative expenses 9.2 10.2 20.0
Total administrative expenses 43.6 52.5 101.8

7. Loss on repurchase of own liabilities

On 15 May 2014 NRAM announced tender offers in respect of certain securities issued by Whinstone Capital Management
Limited and Whinstone 2 Capital Management Limited. The tender process closed on 27 May 2014, resulting in the
purchase of notes with a face value of £87.2m and €156.4m, for cash of £233.6m including costs, resulting in a loss of
£19.5m. The purchase provides the benefit of reduced future funding costs.
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8.  Taxation

Taxation appropriately reflects changes in tax rates which had been substantively enacted by 30 September 2014.

The tax charge for each period included nil overseas tax charge. The tax charge for the six months to 30 September 2014
has been calculated using the expected effective tax rate for the 12 months to 31 March 2015, ie 21% (year ended 31 March
2014: 23%).  Deferred taxation appropriately reflects a change to the standard rate of UK corporation tax to 20% with effect
from 1 April 2015.

No deferred tax assets were unrecognised at 30 September 2014, 30 September 2013 or 31 March 2014.  No deferred tax
assets have been recognised in respect of tax losses carried forward.

9.  Loans to customers

Residential mortgages include all of the NRAM Group’s buy-to-let loans.  Commercial loans comprise loans secured on
commercial properties.  The Together product, previously offered by NRAM, combines a secured and unsecured loan all at
one interest rate and with flexible payments.  Outstanding secured balances in respect of this product are included within
total residential mortgages while outstanding unsecured balances are included within unsecured loans.

All of the NRAM Group's loans to customers are to UK customers.

Balances include accounting adjustments in respect of provisioning requirements.

Loans to customers include loans amounting to £19,544.1m (30 September 2013: £24,613.0m; 31 March 2014: £22,949.4m)
which have been sold to bankruptcy remote SPVs whereby substantially all of the risks and rewards of the portfolio are
retained by NRAM.  Accordingly, all of these loans are retained on NRAM's Balance Sheet.  Further details are provided in
note 13.

Fair value adjustments on portfolio hedging amounting to £72.6m (30 September 2013: £108.4m; 31 March 2014: £85.8m)
relate to interest rate derivatives designated in a fair value portfolio hedge relationship.

Loans to customers and redemptions comprise the following product types:

Balances At 30 Sept 2014 At 30 Sept 2013 At 31 Mar 2014
£m % £m % £m %

Residential mortgages
Buy-to-let 3,302.2 13 3,622.1 11 3,457.6 12
Together 10,754.7 41 12,314.4 39 11,615.4 39
Standard and other 11,911.5 46 15,600.4 50 14,513.6 49
Total residential mortgages 25,968.4 100 31,536.9 100 29,586.6 100
Residential loans 25,968.4 95 31,536.9 95 29,586.6 95
Commercial loans 158.3 1 195.6 1 168.2 1
Total secured loans 26,126.7 96 31,732.5 96 29,754.8 96
Unsecured loans 1,172.6 4 1,361.3 4 1,281.9 4
Total 27,299.3 100 33,093.8 100 31,036.7 100

As detailed in note 22, on 13 October 2014 the NRAM Group sold a portfolio of standard mortgages for approximately
£1.7bn.  These loans are excluded from the 30 September 2014 balances in the above table.

Redemptions
6 months to

 30 Sept 2014
6 months to

 30 Sept 2013
12 months to
 31 Mar 2014

£m £m £m
Residential mortgages
Buy-to-let (157.8) (122.9) (262.5)
Together (777.8) (532.1) (1,179.1)
Standard and other (925.7) (947.0) (1,912.6)
Total residential mortgages (1,861.3) (1,602.0) (3,354.2)
Residential loans (1,861.3) (1,602.0) (3,354.2)
Commercial loans (9.6) (16.9) (49.9)
Total secured loans (1,870.9) (1,618.9) (3,404.1)
Unsecured loans (54.1) (33.1) (74.7)
Total (1,925.0) (1,652.0) (3,478.8)
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9.  Loans to customers (continued)

Redemptions comprise full redemptions, voluntary partial redemptions and cash receipts from possessions, but exclude
overpayments and regular monthly payments.

10.  Impairment on loans to customers

Allowances for credit losses against loans to customers have been made as follows:

6 months to 30 September 2014

On residential
 mortgages

£m

On commercial
loans

£m

On unsecured
 loans

£m
Total

£m

At 1 April 2014 549.0 27.9 214.7 791.6
Movements during the period:
- write-offs (46.2) (6.7) (16.6) (69.5)
- loan impairment (credit)/charge (56.4) 0.3 13.3 (42.8)
Net movements during the period (102.6) (6.4) (3.3) (112.3)
At 30 September 2014 446.4 21.5 211.4 679.3
The Income Statement charge comprises:
- loan impairment (credit)/charge (56.4) 0.3 13.3 (42.8)
- recoveries net of costs (9.8) (0.7) - (10.5)
Total Income Statement (credit)/charge (66.2) (0.4) 13.3 (53.3)

6 months to 30 September 2013

On residential
 mortgages

£m

On commercial
loans

£m

On unsecured
 loans

£m
Total

£m

At 1 April 2013 749.9 36.2 400.2 1,186.3
Movements during the period:
- write-offs (102.1) (1.5) (36.1) (139.7)
- loan impairment charge/(credit) 26.3 (0.6) 27.5 53.2
- sale of unsecured loans - - (148.3) (148.3)
Net movements during the period (75.8) (2.1) (156.9) (234.8)
At 30 September 2013 674.1 34.1 243.3 951.5
The Income Statement charge comprises:
- loan impairment charge/(credit) 26.3 (0.6) 27.5 53.2
- recoveries net of costs (10.5) (1.0) (2.6) (14.1)
Total Income Statement charge/(credit) 15.8 (1.6) 24.9 39.1

In the Balance Sheet the carrying values of loans to customers are presented net of these allowances.
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11.  Credit quality of loans to customers

In respect of loans to residential customers, the NRAM Group holds collateral in the form of mortgages over residential
properties. The fair value of this collateral was as follows:

At 30 Sept 2014
 £m

30 Sept 2013
 £m

31 Mar 2014
 £m

Neither past due nor impaired 35,952.0 40,215.0 39,064.8
Past due but not impaired 3,009.8 3,815.0 3,205.8
Impaired 443.8 630.3 519.0
Total 39,405.6 44,660.3 42,789.6

If the collateral amount on each individual loan was capped at the amount of the balance outstanding and any surplus of
collateral values over balances outstanding ignored, the fair value of collateral held would be as follows:

At 30 Sept 2014
 £m

30 Sept 2013
 £m

31 Mar 2014
 £m

Neither past due nor impaired 23,343.7 27,602.8 26,415.1
Past due but not impaired 2,332.8 3,188.3 2,622.7
Impaired 388.2 558.8 462.8
Total 26,064.7 31,349.9 29,500.6
The impaired balances above include the following
carrying amount of assets in possession, capped at the
balance outstanding 82.9 113.2 98.2

The fair value of the collateral is estimated by taking the most recent valuation of the property and adjusting for house price
inflation or deflation up to the Balance Sheet date.

The indexed loan to value ('LTV') of residential loan balances, weighted by loan balance, falls into the following ranges:

The average indexed LTV based on a simple average is 67.0% (30 September 2013: 72.1%; 31 March 2014: 70.4%) and on
a weighted average is 81.2% (30 September 2013: 87.7%; 31 March 2014: 85.5%).

At 30 September 2014
 Residential
mortgages

Commercial
loans

Unsecured
loans Total

£m £m £m £m

Neither past due nor impaired 23,617.8 148.9 1,124.6 24,891.3
Past due but not impaired:
- less than 3 months 1,372.4 2.4 71.8 1,446.6
- 3 to 6 months 586.5 - 22.3 608.8
- over 6 months 420.4 - 131.4 551.8
Impaired 417.7 28.5 33.9 480.1

26,414.8 179.8 1,384.0 27,978.6
Impairment allowances (446.4) (21.5) (211.4) (679.3)
Loans to customers net of impairment allowances 25,968.4 158.3 1,172.6 27,299.3

Impairment allowances:
- individual 51.5 21.5 42.4 115.4
- collective 394.9 - 169.0 563.9
Total impairment allowances 446.4 21.5 211.4 679.3

At 30 Sept 2014
%

30 Sept 2013
%

31 Mar 2014
%

To 50% 19.3 6.8 7.2
50% to 75% 22.2 14.6 17.2
75% to 100% 46.4 50.3 52.1
Over 100% 12.1 28.3 23.5
Total 100.0 100.0 100.0
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11.  Credit quality of loans to customers (continued)

At 30 September 2013
 Residential
mortgages

Commercial
loans

Unsecured
loans Total

£m £m £m £m

Neither past due nor impaired 28,260.1 178.0 1,304.4 29,742.5
Past due but not impaired:
- less than 3 months 1,857.7 1.7 110.6 1,970.0
- 3 to 6 months 840.4 - 40.0 880.4
- over 6 months 617.6 - 116.7 734.3
Impaired 635.2 50.0 32.9 718.1

32,211.0 229.7 1,604.6 34,045.3
Impairment allowances (674.1) (34.1) (243.3) (951.5)
Loans to customers net of impairment allowances 31,536.9 195.6 1,361.3 33,093.8

Impairment allowances:
- individual 116.9 34.1 47.2 198.2
- collective 557.2 - 196.1 753.3
Total impairment allowances 674.1 34.1 243.3 951.5

At 31 March 2014
 Residential
mortgages

Commercial
loans

Unsecured
loans Total

£m £m £m £m

Neither past due nor impaired 26,918.5 155.2 1,225.8 28,299.5
Past due but not impaired:
- less than 3 months 1,531.1 1.5 84.0 1,616.6
- 3 to 6 months 684.7 - 26.9 711.6
- over 6 months 493.0 - 130.8 623.8
Impaired 508.3 39.4 29.1 576.8

30,135.6 196.1 1,496.6 31,828.3
Impairment allowances (549.0) (27.9) (214.7) (791.6)
Loans to customers net of impairment allowances 29,586.6 168.2 1,281.9 31,036.7

Impairment allowances:
- individual 63.4 27.9 44.0 135.3
- collective 485.6 - 170.7 656.3
Total impairment allowances 549.0 27.9 214.7 791.6

The above table includes balances within 'neither past due nor impaired' which would have been shown as past due or
impaired other than due to renegotiation; these were loans where arrears were capitalised during the previous 12 months.
These loans amounted to £4.9m at 30 September 2014 (£1.4m at 30 September 2013; £4.9m at 31 March 2014).  A loan is
eligible for capitalisation of arrears only once the borrower has complied with stringent terms for a set period.

The 30 September 2014 amounts in this note exclude the loans to customers which are shown on the Balance Sheet as
held for sale. Arrears levels and impairment allowances were not material on these loans.
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12.  Arrears and possessions on residential mortgages and unsecured loans

Arrears and possessions are monitored for the NRAM Group as a whole and also split by type of product.

At 30 Sept 2014 30 Sept 2013 31 Mar 2014

Residential Unsecured Residential Unsecured Residential Unsecured

Arrears 3 months and over
Number of cases No. 8,969 10,637 12,978 10,238 10,400 10,445
Proportion of total cases % 4.06 9.46 4.56 8.14 3.87 8.76
Asset value £m 1,304.7 170.5 1,914.5 173.9 1,538.8 172.7
Proportion of book % 5.02 14.54 6.07 12.77 5.20 13.47
Total value of payments overdue £m 57.4 25.9 84.3 20.1 69.0 23.0
Proportion of total book % 0.22 2.21 0.27 1.48 0.23 1.80

Possessions
Number of cases No. 764 - 1,125 - 909 -
Proportion of total cases % 0.35 - 0.40 - 0.34 -
Asset value £m 111.9 - 160.7 - 135.2 -
Proportion of book % 0.43 - 0.51 - 0.46 -
Total value of payments overdue £m 9.9 - 12.3 - 10.8 -
Proportion of total book % 0.04 - 0.04 - 0.04 -
New possessions * No. 1,049 - 2,084 - 3,596 -

Total arrears 3 months and
over and possessions
Number of cases No. 9,733 10,637 14,103 10,238 11,309 10,445
Proportion of total cases % 4.41 9.46 4.96 8.14 4.21 8.76
Asset value £m 1,416.6 170.5 2,075.2 173.9 1,674.0 172.7
Proportion of book % 5.46 14.54 6.58 12.77 5.66 13.47
Total value of payments overdue £m 67.3 25.9 96.6 20.1 79.8 23.0
Proportion of total book % 0.26 2.21 0.31 1.48 0.27 1.80

In respect of all arrears (including those which are less than 3 months in arrears) together with possessions, the total
value of payments overdue was:

Payments overdue
Total value of payments overdue £m 83.4 26.6 117.6 21.1 97.5 23.8
Proportion of total book % 0.32 2.27 0.37 1.55 0.33 1.86

Loan impairment provision
As % of total balances % 1.69 15.27 2.09 15.16 1.82 14.35

* New possessions for the six months to 30 September 2014 and 2013 and the 12 months to 31 March 2014.
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12.  Arrears and possessions on residential mortgages and unsecured loans (continued)

Analysis of residential mortgages and unsecured loans 3 months and over in arrears by product

At 30 Sept 2014 30 Sept 2013 31 Mar 2014

Residential Unsecured Residential Unsecured Residential Unsecured

Buy-to-let
Number of cases No. 485 - 846 - 624 -
Proportion of total cases % 1.99 - 3.21 - 2.45 -
Asset value £m 101.1 - 174.3 - 122.4 -
Proportion of book % 3.06 - 4.81 - 3.54 -
Total value of payments overdue £m 4.7 - 9.0 - 6.4 -
Proportion of total book % 0.14 - 0.25 - 0.18 -

Together
Number of cases No. 4,145 10,637 5,933 10,238 4,761 10,445
Proportion of total cases % 3.78 9.46 4.84 8.14 4.08 8.76
Asset value £m 465.3 170.5 685.0 173.9 546.9 172.7
Proportion of book % 4.33 14.54 5.56 12.77 4.71 13.47
Total value of payments overdue £m 19.9 25.9 29.1 20.1 23.7 23.0
Proportion of total book % 0.19 2.21 0.24 1.48 0.20 1.80

Standard and other
Number of cases No. 4,339 - 6,199 - 5,015 -
Proportion of total cases % 4.99 - 4.56 - 3.96 -
Asset value £m 738.3 - 1,055.2 - 869.5 -
Proportion of book % 6.20 - 6.76 - 5.99 -
Total value of payments overdue £m 32.8 - 46.2 - 38.9 -
Proportion of total book % 0.28 - 0.30 - 0.27 -

The 30 September 2014 amounts in this note exclude the loans to customers which are shown on the Balance Sheet as
held for sale.

13.  Debt securities in issue

Securitised
 notes

Covered
Bonds Other Total

£m £m £m £m
At 1 April 2014 12,396.6 5,704.9 366.1 18,467.6
Repayments (1,303.2) - - (1,303.2)
Repurchases (214.4) - - (214.4)
Other movements (199.9) (252.7) 4.9 (447.7)
At 30 September 2014 10,679.1 5,452.2 371.0 16,502.3

Securitised assets 14,606.0 8,702.7 - 23,308.7
Reserve fund 1,007.0 19.5 - 1,026.5

Securitised
 notes

Covered
Bonds Other Total

£m £m £m £m
At 1 April 2013 15,539.4 6,010.0 467.1 22,016.5
Repayments (1,231.6) - (92.0) (1,323.6)
Other movements (388.2) (132.1) 2.1 (518.2)
At 30 September 2013 13,919.6 5,877.9 377.2 20,174.7

Securitised assets 16,917.1 10,236.2 - 27,153.3
Reserve fund 1,008.8 22.1 - 1,030.9

Other movements comprise exchange rate movements, accrued interest and hedge accounting adjustments.

The NRAM Group issued debt securities to securitise loans and advances to customers through SPVs and Covered Bonds
and also raised unsecured medium term funding, the amounts of which are shown above. Certain of these were subject to
fair value hedge designation and the carrying values of these instruments include unamortised adjustments in respect of the
notes that were hedged.
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13.  Debt securities in issue (continued)

HM Treasury has provided guarantees with regard to certain wholesale borrowings; NRAM pays a fee for these guarantees
currently at the rate of £12.0m per annum. The fee is not dependent on balances outstanding and hence it is included within
'fee and commission expense'.

Securitised assets represent loans and advances to customers which have been used to securitise issued notes, including
notes which are held by other companies in the NRAM Group, and cash balances.

During the period, NRAM purchased notes issued by Whinstone Capital Management Limited and Whinstone 2 Capital
Management Limited as detailed in note 7.

14.  Provisions

Provisions include £75.6m (30 September 2013: £72.2m; 31 March 2014: £95.7m) in respect of potential claims from
customers regarding payment protection insurance ('PPI') and other customer redress, and £40.6m (30 September 2013:
£23.4m; 31 March 2014: £38.2m) in respect of Consumer Credit Act ('CCA') non-compliance (see also note 20).

15. Reserves

Reserves comprise the following:

At 30 Sept 2014 30 Sept 2013 31 Mar 2014
£m £m £m

Share premium reserve 403.2 403.2 403.2
Capital redemption reserve 7.3 7.3 7.3
Available-for-sale reserve (31.7) (45.8) (29.9)
Cash flow hedge reserve 180.5 114.6 132.9
Total 559.3 479.3 513.5

16.  Non-controlling interests (previously described as 'non-shareholders' funds')

In accordance with IAS 32, certain reserve capital instruments and subordinated notes are classified as equity.  No
appropriations have been made in respect of these during the period (2013-14: none). Non-controlling interests includes the
cumulative amount of withheld coupons in respect of these instruments; this is a change in presentation compared to the 30
September 2013 Interim Financial Report and hence 30 September 2013 non-controlling interests are now presented as
being £63.2m higher, and retained earnings £63.2m lower, than were presented in the 30 September 2013 Interim Financial
Report.

17.  Capital structure

NRAM is regulated by the FCA at individual company level, not at NRAM Group level.

Capital resources - NRAM plc (company only)
At

30 Sept 2014
£m

30 Sept 2013
£m

31 Mar 2014
£m

Share capital and reserves 3,727.6 2,934.0 3,337.2
Available-for-sale reserve adjustments 31.7 45.8 29.9
Cash flow hedge reserve adjustments (196.7) (136.9) (156.8)
Net pension adjustment (106.4) (56.4) (65.3)
Reserve capital instruments 101.4 101.4 101.4
Tier one notes 40.5 41.3 40.9
Withheld coupons 79.2 63.2 71.8
Less: deductions (0.7) (0.9) (1.0)
Tier 1 capital 3,676.6 2,991.5 3,358.1
Subordinated notes 23.4 23.4 23.4
Total capital 3,700.0 3,014.9 3,381.5
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18. Fair value disclosures

(a) Categories of financial assets and financial liabilities: carrying value compared to fair value

The following table summarises the carrying amounts and the fair values of financial assets and liabilities:

At 30 September 2014 Carrying value
£m

Fair value
£m

Financial assets:
Balances with the Bank of England 4,157.6 4,157.6
Cash at bank and in hand 840.6 840.6
Investment securities 623.1 673.2
Loans to customers 28,871.3 28,871.3
Fair value adjustments on portfolio hedging 72.6 -
Derivative financial instruments 2,532.7 2,532.7
Other financial assets 18.0 18.0
Total financial assets 37,115.9 37,093.4

Carrying value
£m

Fair value
£m

Financial liabilities:
Amounts due to banks 2,118.9 2,118.9
HM Treasury loans 14,208.3 14,208.3
Derivative financial instruments 74.1 74.1
Debt securities in issue 16,502.3 16,663.0
Capital instruments 54.3 45.9
Other financial liabilities 26.9 26.9
Total financial liabilities 32,984.8 33,137.1

At 30 September 2013 Carrying value
£m

Fair value
£m

Financial assets:
Balances with the Bank of England 3,790.7 3,790.7
Cash at bank and in hand 837.0 837.0
Investment securities 1,121.0 997.7
Loans to customers 33,093.8 33,093.8
Fair value adjustments on portfolio hedging 108.4 -
Derivative financial instruments 3,573.8 3,573.8
Other financial assets 19.9 19.9
Total financial assets 42,544.6 42,312.9

Carrying value
£m

Fair value
£m

Financial liabilities:
Amounts due to banks 2,543.6 2,543.6
HM Treasury loans 16,167.3 16,167.3
Derivative financial instruments 175.7 175.7
Debt securities in issue 20,174.7 19,646.3
Capital instruments 60.4 36.8
Other financial liabilities 52.4 52.4
Total financial liabilities 39,174.1 38,622.1
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18. Fair value disclosures (continued)

(a) Categories of financial assets and financial liabilities: carrying value compared to fair value (continued)

At 31 March 2014 Carrying value
£m

Fair value
£m

Financial assets:
Balances with the Bank of England 3,901.6 3,901.6
Cash at bank and in hand 945.7 945.7
Investment securities 816.0 835.0
Loans to customers 31,036.7 31,036.7
Fair value adjustments on portfolio hedging 85.8 -
Derivative financial instruments 3,046.6 3,046.6
Other financial assets 21.5 21.5
Total financial assets 39,853.9 39,787.1

Carrying value
£m

Fair value
£m

Financial liabilities:
Amounts due to banks 2,444.9 2,444.9
HM Treasury loans 14,935.2 14,935.2
Derivative financial instruments 114.1 114.1
Debt securities in issue 18,467.6 19,494.0
Capital instruments 56.2 44.8
Other financial liabilities 37.4 37.4
Total financial liabilities 36,055.4 37,070.4

The only financial assets and liabilities which are carried at fair value on the Balance Sheet are investment securities and
derivative financial assets and liabilities.

(b) Valuation bases

Financial assets and liabilities carried at fair value are valued on the following bases:

At 30 September 2014 Level 1
£m

Level 2
£m

Level 3
£m

Total
£m

Financial assets
Investment securities - available-for-sale - 20.3 - 20.3
Derivative financial instruments - 2,532.7 - 2,532.7
Financial liabilities
Derivative financial liabilities - (74.1) - (74.1)
Net financial assets - 2,478.9 - 2,478.9
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18. Fair value disclosures (continued)

(b) Valuation bases (continued)

At 30 September 2013 Level 1
£m

Level 2
£m

Level 3
£m

Total
£m

Financial assets
Investment securities - available-for-sale - 19.1 - 19.1
Derivative financial instruments - 3,573.8 - 3,573.8
Financial liabilities
Derivative financial liabilities - (175.7) - (175.7)
Net financial assets - 3,417.2 - 3,417.2

At 31 March 2014 Level 1
£m

Level 2
£m

Level 3
£m

Total
£m

Financial assets
Investment securities - available-for-sale - 18.5 - 18.5
Derivative financial instruments - 3,046.6 - 3,046.6
Financial liabilities
Derivative financial liabilities - (114.1) - (114.1)
Net financial assets - 2,951.0 - 2,951.0

Level 1: Quoted prices (unadjusted) in active markets for identical assets and liabilities.
Level 2: Inputs other than quoted prices that are observable for the asset or liability, whether directly (ie as price) or

indirectly (ie derived from the implications of prices).
Level 3: Inputs for the asset or liability that are not based on observable market data, or have significant unobservable

inputs.

There were no transfers between Level 1 and Level 2 during the periods presented.

Available-for-sale investment securities which are categorised as Level 2 are those which are less frequently traded and
hence trade prices are not considered sufficient evidence of fair value.  Fair value is estimated by the securities' lead
managers, taking into account recent trades, similar assets adjusted for credit spreads and where applicable the underlying
performance of assets backing the securities; unobservable inputs are not considered significant.

Derivative financial instruments which are categorised as Level 2 are those which either:

(a) Have future cash flows which are on known dates and for which the cash flow amounts are known or calculable by
reference to observable interest and foreign currency exchange rates; or

(b) Have future cash flows which are not pre-defined, but for which the fair value of the instrument has very low sensitivity to
unobservable inputs.

In each case the fair value is calculated by discounting future cash flows using observable market parameters including
swap rates, interest rates, and currency rates.

19.  Related party disclosures

NRAM considers the Board of Directors and the members of the Executive Committee to be the key management
personnel.  Transactions during the period with NRAM's key management personnel and other related parties were similar in
nature to those during the period ended 31 March 2014. NRAM repaid £725.2m of the HM Treasury loan during the six
months to 30 September 2014 (6 months to 30 September 2013: £1,626.5m; 12 months to 31 March 2014: £2,857.3m) and
during the six months ended 30 September 2013 repaid in full the HM Treasury PIK interest of £150.9m.
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20.  Contingent liabilities

The Consumer Credit Act ('CCA') regulates certain classes of mortgages and loans including the majority of the unsecured
element of NRAM's 'Together' mortgage portfolio.  As detailed in the NRAM Group's 2012 Annual Report & Accounts, NRAM
did not comply with the requirements of the CCA in respect of some documentation provided to certain customers with CCA
regulated loans.  NRAM, therefore, made provisions during 2012 and 2013-14 for NRAM's best estimate of the cost of
providing remediation to those customers (see note 14). There was no financial detriment to customers.  The remediation of
non-compliant CCA loans is expected to be complete by 31 March 2015.

In the past, NRAM also issued CCA documentation to customers with loans that fall above the limit of £25,000 under the
CCA regulations.  Again, none of these customers suffered financial detriment, but some have complained that they did not
receive redress consistent with the CCA regulated loans.  NRAM is not remediating these customers. Having considered all
the information available to us, including legal advice and favourable adjudications by the Financial Ombudsman Service, we
are of the view that such loans are not covered by CCA regulation and therefore do not require remediation or a provision.
However, to provide clarity for ourselves and our customers, NRAM has commenced declaratory proceedings in the High
Court to determine whether customers who took out such loans are entitled to the same or similar rights and remedies as
those customers who took out loans that were regulated under the CCA. The court case is scheduled for November 2014.
If the Court makes a decision adverse to our position, then NRAM would consider the impact and could be liable for
remediation to these customers.  Any such remediation would be likely to be through adjustment to customer balances. At
the balance sheet date, the exposure resulting from this uncertainty is estimated at £260m and will continue to grow until
resolution is achieved.

In July 2013 the NRAM Group completed the £400m sale of its standalone unsecured personal loan book, realising a profit
on sale of £21.2m.  Under the terms of the sale, NRAM provided certain warranties.  Any claims under the warranties must
be made by 12 March 2015.  NRAM's maximum liability under these warranties is limited to £28m.

21.  Risks and uncertainties

The Directors are aware of the following material risks and uncertainties which may affect NRAM during the period to 31
March 2015:

- external economic factors including unemployment, house price movements, the extent and timing of changes in interest
rates and the rate of interest charged on the HM Treasury loan;

- conduct risk including products or customer service not meeting customer needs or expectations or regulatory
requirements and;

- reputational risk as a result of past or present failure or perceived failure to comply with required or expected market
standards.

There may be other risks that are not listed above that the Directors are not aware of or that the Directors do not consider
material.

The business, financial condition or results of operations of NRAM could be adversely affected by any of these risks.
Further discussion of risk management and control were provided on pages 7-9 of NRAM's 2014 Annual Report & Accounts.



NRAM plc Interim Financial Report 30 September  2014

UKAR Interim Financial Report 30 September 2014 Section C - NRAM Page 72 of 77

Notes to the Financial Information (continued)

22.  Events after the reporting period

After the half year-end, on 13 October 2014, the NRAM Group sold a portfolio of mortgages for approximately £1.7bn, at
which point the buyer assumed the position that it would have been in had it acquired the portfolio at the end of May.
Settlement proceeds were received on 27 October 2014. On the 30 September 2014 Balance Sheet, these loans have been
classified as held for sale.  The sale price was in excess of par, generating a premium of approximately £33m.  The net
accounting profit before tax on the transaction was approximately £2m which will be recognised during the six months to 31
March 2015.  The difference between the £2m accounting profit and the £33m premium represents margins on the portfolio
between May and October, costs and hedging adjustments.  B&B will continue to service these loans for a period.  Under
the terms of the sale, the NRAM Group provided certain warranties.  Any claim under the warranties must be made by 15
months from the date on which B&B ceases to service the loans.  The NRAM Group's maximum liability under these
warranties is limited to £78m.

The financial information in this document is unaudited and does not constitute statutory accounts within the meaning of
section 435 of the Companies Act 2006. The comparative figures for the financial period ended 31 March 2014 are not the
statutory accounts for that financial period for NRAM plc. The 2014 statutory accounts of NRAM plc have been reported on
by that company's auditors and delivered to the Registrar of Companies. The report of the auditors was unqualified, did not
include a reference to any matters to which the auditors drew attention by way of emphasis without qualifying their report,
and did not contain a statement under section 498(2) or (3) of the Companies Act 2006.  This document may contain
forward-looking statements with respect to certain plans and current goals and expectations relating to the future financial
conditions, business performance and results of NRAM plc.  By their nature, all forward-looking statements involve risk and
uncertainty because they relate to future events and circumstances that are beyond the control of NRAM plc including,
amongst other things, UK domestic and global economic and business conditions, market related risks such as fluctuation
in interest rates and exchange rates, inflation, deflation, the impact of competition, changes in customer preferences, risks
concerning borrower credit quality, delays in implementing proposals, the timing, impact and other uncertainties of future
acquisitions or other combinations within relevant industries, the policies and actions of regulatory authorities, the impact of
tax or other legislation and other regulations in the jurisdictions in which NRAM plc and its affiliates operate.  As a result,
the actual future financial condition, business performance and results of NRAM plc may differ materially from the plans,
goals and expectations expressed or implied in these forward-looking statements.
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Statement of Directors' Responsibilities

The Directors confirm that this Interim Financial Report has been prepared in accordance with IAS 34 as
adopted by the European Union and that the management commentary and related notes includes a fair review
of the information required by DTR 4.2.7 and DTR 4.2.8, namely:

 An indication of important events that have occurred during the first six months and their impact on the
condensed Financial Statements and a description of the principal risks and uncertainties for the
remaining six months of the financial year; and

 Material related party transactions in the first six months and any material changes in the related party
transactions described in the last annual report.

The Directors of NRAM plc at the date of this report are:

Richard Pym
Kent Atkinson
Richard Banks
Michael Buckley
Christopher Fox
Ian Hares
Sue Langley
Keith Morgan
John Tattersall

On behalf of the Board

Richard Banks       Ian Hares
Chief Executive Officer Finance & Investment Director
29 October 2014 29 October 2014

NRAM plc. Registered Office: Croft Road, Crossflatts, Bingley, West Yorkshire BD16 2UA.
Registered in England and Wales under company number 03273685.
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Independent Review Report to NRAM plc

Report on the Condensed Consolidated Set of Financial Statements in the Interim Financial Report

Our conclusion

We have reviewed the Condensed Consolidated Set of Interim Financial Statements, defined below, in the
Interim Financial Report of NRAM plc for the six months ended 30 September 2014. Based on our review,
nothing has come to our attention that causes us to believe that the Condensed Consolidated Set of Interim
Financial Statements are not prepared, in all material respects, in accordance with International Accounting
Standard 34 as adopted by the European Union and the Disclosure and Transparency Rules of the United
Kingdom's Financial Conduct Authority.

This conclusion is to be read in the context of what we say in the remainder of this report.

What we have reviewed

The Condensed Consolidated Set of Interim Financial Statements, which are prepared by NRAM plc, comprise:

 the Consolidated Balance Sheet as at 30 September 2014;

 the Consolidated Income Statement and Consolidated Statement of Comprehensive Income for the
period then ended;

 the Consolidated Cash Flow Statement for the period then ended;

 the Consolidated Statement of Changes in Equity for the period then ended; and

 the explanatory notes to the Condensed Consolidated Set of Financial Information.

As disclosed in note 2, the financial reporting framework that has been applied in the preparation of the full
annual Financial Statements of the NRAM Group is applicable law and International Financial Reporting
Standards ('IFRS') as adopted by the European Union.

The Condensed Consolidated Set of Financial Statements included in the Interim Financial Report have been
prepared in accordance with International Accounting Standard 34 ‘Interim Financial Reporting’ as adopted by
the European Union, and the Disclosure and Transparency Rules of the United Kingdom's Financial Conduct
Authority.

What a review of a Condensed Consolidated Set of Financial Statements involves

We conducted our review in accordance with International Standard on Review Engagements (UK and Ireland)
2410, ‘Review of Interim Financial Information Performed by the Independent Auditor of the Entity’ issued by the
Auditing Practices Board for use in the United Kingdom. A review of interim financial information consists of
making enquiries, primarily of persons responsible for financial and accounting matters, and applying analytical
and other review procedures.

A review is substantially less in scope than an audit conducted in accordance with International Standards on
Auditing (UK and Ireland) and, consequently, does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

We have read the other information contained in the Interim Financial Report and considered whether it
contains any apparent misstatements or material inconsistencies with the information in the Condensed
Consolidated Set of Interim Financial Statements.
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Independent Review Report to NRAM plc (continued)

Responsibilities for the Condensed Consolidated Set of Financial Statements in the Interim Financial
Report and the review

Our responsibilities and those of the Directors

The Interim Financial Report, including the Condensed Consolidated Set of Interim Financial Statements, is the
responsibility of, and has been approved by, the Directors. The Directors are responsible for preparing the
Interim Financial Report in accordance with the Disclosure and Transparency Rules of the United Kingdom's
Financial Conduct Authority.

Our responsibility is to express to the Company a conclusion on the Condensed Consolidated Set of Interim
Financial Statements in the Interim Financial Report based on our review. This report, including the conclusion,
has been prepared for and only for the Company for the purpose of complying with the Disclosure and
Transparency Rules of the Financial Conduct Authority and for no other purpose. We do not, in giving this
conclusion, accept or assume responsibility for any other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

PricewaterhouseCoopers LLP
Chartered Accountants
London
29 October 2014

The maintenance and integrity of the NRAM plc website is the responsibility of the Directors; the work carried out by the auditors does not
involve consideration of these matters and, accordingly, the auditors accept no responsibility for any changes that may have occurred to the
Financial Statements since they were initially presented on the website.

Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other
jurisdictions.
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Contact Information
The 2014 Interim Financial Reports for B&B and NRAM are available on their websites at www.bbg.co.uk and
www.n-ram.co.uk within the Corporate Information sections.

Contacts

Brunswick
Jonathan Glass / Nick Cosgrove
Tel: +44 20 7404 5959
Email: ukar@brunswickgroup.com

Investor Relations Contacts

Neil Vanham
Tel: +44 1274 806341
Email: neil.vanham@ukar.co.uk
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