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THE MORTGAGE WORKS (UK) PLC

Directors’ report for the year ended 31 March 2025
The directors present their annual report and the audited financial statements for the year ended 31 March 2025.

As set out in the statement of accounting policies, the annual report and financial statements have been prepared in
accordance with Financial Reporting Standard 101 Reduced Disclosure Framework (FRS 101).

Principal activities

The Mortgage Works (UK) PLC (‘the Company’) is a wholly owned subsidiary of Nationwide Building Society (‘the Society’).
The Society prepares consolidated financial statements, which includes the Company and other undertakings (herein ‘the
Group’). The Company is authorised and regulated by the Financial Conduct Authority (FCA).

The principal activity of the Company is residential mortgage lending in the buy to let sector.

The main aim of the Company is to maximise value for the Group by originating a range of residential loans which are
distributed primarily through intermediaries.

Results and dividends

The profit after tax was £140 million (2024: £175 million). No dividends were proposed, approved or paid during the year
(2024: £nil).

Business review, future developments and relationships with stakeholders

The Company’s business and future plans are reviewed in the Strategic report, which also includes an overview of the
Company’s risk management objectives and policies, and relationships with stakeholders.

Employees

The Company has no employees (2024: none).

Environment

The Company’s environmental policy is set at a Group level. The Group remains committed to limiting the environmental
impact of the business operations. Managing the risk from climate change, and aiming to build a more sustainable world by

supporting progress towards a greener society, is core to Nationwide being a responsible business.

Further details of the Group’s activities can be found in the Climate-related Financial Disclosures report on Nationwide
Building Society’s website at nationwide.co.uk

Directors and directors’ interests

The directors who held office during the year were:
H Jordan (appointed 14 August 2024)

M Mathieson (appointed 6 September 2024)

C Rhodes (resigned 6 September 2024)

R Sinclair (resigned 13 June 2025)

G Smyth

At no time during the year have the directors, or their connected persons, had any beneficial interest in the shares of the
Company. None of the directors had any interest in any contract significant to the Company's business.

Company secretary
NBS CoSec Limited.
Domicile

The Company is a public limited company. It is incorporated and domiciled in the United Kingdom and is registered in
England and Wales. The registered office is Nationwide House, Pipers Way, Swindon, SN38 INW.

Going concern

The Company’s business activities, together with the factors likely to affect its future development, financial position and
its exposure to risk, are described in the Strategic report.

The Company is fully funded by its parent undertaking, Nationwide Building Society. The Society has confirmed that it will
continue to fund the Company’s activities for the foreseeable future. The foreseeable future is considered for this purpose
to be a period of not less than 12 months from the date of approval of the financial statements and it is therefore
appropriate to continue to adopt the going concern basis in preparing these financial statements.



THE MORTGAGE WORKS (UK) PLC
Directors’ report for the year ended 31 March 2025 (continued)

Statement of directors’ responsibilities

The directors are responsible for preparing the Strategic report, Directors’ report and financial statements in accordance
with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law, the directors
have prepared the financial statements in accordance with applicable law and United Kingdom Accounting Standards (UK
GAAP), including Financial Reporting Standard 101 Reduced Disclosure Framework (FRS 101).

Under company law, the directors must not approve the financial statements unless they are satisfied that they give a true
and fair view of the state of affairs of the Company and of the profit or loss of the Company for that year. In preparing these
financial statements, the directors are required to:

o select suitable accounting policies and apply them consistently;

* make judgements and accounting estimates that are reasonable and prudent;

e state whether applicable UK GAAP standards, including FRS 101, have been followed, subject to any material
departures disclosed and explained in the financial statements;

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy, at any time, the financial position of the Company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities.

Statement of private company governance arrangements

The directors are committed to high standards of corporate governance and have continued to adopt the relevant parts of
the UK Corporate Governance Code 2018 (the Code), which is available at www.frc.org.uk

Further details of the Group’s corporate governance arrangements can be found in the ‘Report of the directors on
corporate governance’ in the Group’s Annual Report and Accounts. Details of the principles applicable to the Company,
including where further information can be found about how the Company complied with them, are set out below:

Section Code principles Where further Page
information can be
found about how the
Company has complied
Board A successful company is led by an effective and entrepreneurial Strategic report in the
leadership and | board, whose role is to promote the long-term sustainable success of | Group’s Annual Report
company the company, generating value for shareholders and contributing to and Accounts
purpose wider society.
The board should ensure that the necessary resources, policies and | Strategic report in the
practices are in place for the company to meet its objectives and | Group’s Annual Report
measure performance against them. and Accounts
The board should establish the company’s purpose, values and Strategic report 6
strategy, and satisfy itself that these and its culture are aligned. All
directors must act with integrity, lead by example and promote the
desired culture.
In order for the company to meet its responsibilities to shareholders S172(1) statement in the 6
and stakeholders, the board should ensure effective engagement Strategic report
with, and encourage participation from, these parties.
The board should ensure that workforce policies and practices are The Company has no
consistent with the company’s values and support its long-term employees
sustainable success. The workforce should be able to raise any
matters of concern.




THE MORTGAGE WORKS (UK) PLC

Directors’ report for the year ended 31 March 2025 (continued)

Statement of private company governance arrangements (continued)

management and internal control framework, and determine the
nature and extent of the principal risks the company is willing to take
in order to achieve its long-term strategic objectives.

Section Code principles Where further Page
information can be
found about how the
Company has complied
Division of The chair leads the board and is responsible for its overall Strategic report in the
responsibilities | effectiveness in directing the company. They should demonstrate Group’s Annual Report
objective judgement throughout their tenure and promote a culture and Accounts
of openness and debate. In addition, the chair facilitates constructive
board relations and the effective contribution of all non-executive
directors, and ensures that directors receive accurate, timely and
clear information.
Audit, risk and | The board should establish formal and transparent policies and Audit Committee report
internal control | procedures to ensure the independence and effectiveness of internal | within the Group’s
and external audit functions and satisfy itself on the integrity of Annual Report and
financial and narrative statements. Accounts
The board should present a fair, balanced and understandable Strategic report 6
assessment of the company’s position and prospects.
The board should establish and maintain an effective risk Strategic report 7

Independent auditor

The auditors, Ernst & Young LLP, have expressed their willingness to continue in office.

Statement of disclosure of information to auditor

In accordance with Section 418 of the Companies Act 2006, for each director in office at the date the Directors’ report is

approved:

(@) sofarasthe director is aware, there is no relevant audit information of which the Company’s auditor is unaware;
(b) they have taken all the steps that they ought to have taken as a director to make themselves aware of any relevant
audit information and to establish that the Company’s auditor is aware of that information.

Approved by the Board of directors and signed on its behalf by

DocuSigned by:

Muir Matliicson

686046A32A74BD...
M Mat I

eson
Director
8 July 2025




THE MORTGAGE WORKS (UK) PLC
Strategic report for the year ended 31 March 2025

Business review
The Company recorded a profit before tax for the year of £187 million (2024: £234 million).

Net interest income decreased by £58 million driven by increases in interest payable outweighing increases in interest
receivable. Interest receivable increased by £273 million primarily from increased mortgage lending, however this was
marginally offset by fixed rate mortgages repricing at a lower margin. Interest expense increased by £331 million as a
result of financing a larger mortgage book at marginally higher borrowing rates than the prior year.

Credit impairment provision charges reduced by £19m as a result of a reduction in judgemental provision adjustments for
future economic uncertainty, largely due to the continued resilience of the mortgage portfolio.

Mortgage balances grew by £2,561 million due to strong new business and retention performance in a larger buy to let
market.

The retained earnings carried forward are £3,034 million (2024: £2,894 million).
Future developments

The Company will continue to support the existing range of residential mortgages, with new lending focused on the buy to
let market, maximising value for the Group as a buy to let residential mortgage lender.

The economic environment remains uncertain, with slower growth and elevated interest rates impacting landlords’
finances. Government policy continues to evolve, including in response to these challenges, with consequential impacts for
the UK economy. The geopolitical environment remains volatile with a range of global tensions and ongoing conflicts having
the potential to disrupt supply chains. Further details can be found in the Strategic report of the Group’s Annual Report
and Accounts.

Section 172(1) statement

This section of the Strategic report describes how the directors of the Company considered the matters set out in section
172(1) of the Companies Act 2006 (the ‘Act’). This also forms the directors’ statement required under section 414CZA of the
Act. Stakeholder engagement in respect of matters impacting other entities that sit within the same Group as the
Company is led by the Company’s parent entity, Nationwide Building Society. Accordingly, this information has been
disclosed in the Group’s Annual Report and Accounts for the financial period ended 31 March 2025.

How and what does the Board of the Company do to engage with stakeholders?

In all its decision making, the Board carefully considers both the consequences that each decision could have on the
Company’s stakeholders and the factors that are most likely to promote the success of the Company over the long term for
the benefit of the Group as a whole. This ensures that the Company operates in a balanced and responsible way, both in the
short-term and the long-term.

The views of the Company’s stakeholders therefore play an important role in guiding the Board’s decision making, and the
Board’s oversight of stakeholder matters is fundamental to the way that the Company conducts its business. The Company
engages with certain key stakeholders directly, such as its customers and its mortgage brokers who distribute the
Company'’s products. The Board regularly receives the latest guidance on stakeholder interests, as well as management
information, which includes performance updates from the business and matters escalated to the Board.

Taking account of our stakeholders

The Board identifies landlords as a key stakeholder group. It therefore seeks to strengthen relationships with this group
whilst protecting the Company’s strong reputation with mortgage intermediaries. The Board has continued to monitor
changes to the Company’s products to ensure that they are competitively positioned and continue to meet the needs of its
customers.

The Board recognises that its future distribution model must respond to growing demand from landlords who prefer self-
service, and intermediaries that seek deeper integration with the sales process. The Board also acknowledges the need to
improve service by modernising the Company’s digital estate. Through updates received from the business, the Board
continues to oversee the expansion of the Company’s digital self-service functionality and the continued roll-out of process
automation across its operating model.

Maintaining high standards of business conduct

The Board considers the need to maintain the highest standards of business conduct in all its decision making. During the
2024/25 financial year, The Mortgage Works (UK) PLC was awarded the top 5-star rating at the 2024 Financial Adviser
Service Awards and was also named the “Best Buy to Let Mortgage Lender” and “Best Professional Buy to Let Mortgage
Lender” at the Your Mortgage Awards 2024/25.



THE MORTGAGE WORKS (UK) PLC

Strategic report for the year ended 31 March 2025 (continued)
Strategic goals

Although strategic goals are set at Group level, the Board are aware of the Company’s role in supporting the Group’s
ambition to meet these goals. The key performance indicators in relation to the Group’s strategic goals are set out in the
Strategic report in its Annual Report and Accounts which is available on Nationwide Building Society’s website,
nationwide.co.uk

Risk overview

The Company’s risk management policies are set at Group level. The Group has well-established risk management
processes to ensure risks are controlled and managed appropriately.

The Enterprise Risk Management Framework (ERMF) sets out the approach to risk management. The framework is based
on eight principal risk categories, establishing risk appetite, and implementing risk management through the three lines of
defence model. The ERMF is underpinned by processes, policies and standards that are specific to individual risk
categories and focus on the responsibilities of key executives and risk practitioners. The outputs of the ERMF are governed
through the Society’s risk committee structure. Further details of the Group’s risk management policies can be found in
the Risk report of the Group’s Annual Report and Accounts.

The Group’s principal risks are:

e credit risk

¢ liquidity and funding risk

e capital risk

e market risk

e pension risk

o business risk

e operational and conduct risk
e model risk

Details of the principal risks that are most relevant to the Company are set out below. Formal statements of risk appetite
define how much risk the Group’s Board is prepared to take in the pursuit of its objectives.

Further details on principal risks can be found in the Risk report of the Group’s Annual Report and Accounts.
Credit risk, liquidity and funding risk and market risk.

Details of credit risk, liquidity and funding risk and market risk are included in note 13.

Business risk

Business risk is the risk that volumes decline, margins shrink, or losses increase relative to the cost or capital base,
affecting long-term business sustainability and the ability to deliver the strategy due to external factors (macroeconomic,
geopolitical, industry, regulatory or other external events) or internal factors (including the development and execution of
the strategy). The Group actively manages this risk to ensure the Group generates sustainable returns by focusing on
recurrent sources of income that provide value commensurate with risk appetite, and which meet the needs of current and
future customers. The Group monitors this risk as part of ongoing business performance reporting to, and through regular
discussions of business model risks by, senior management and the Group Board.

Operational and conduct risk
Operational and conduct risk is the risk of impacts resulting from inadequate or failed internal processes, conduct and

compliance management, people and systems, or from external events. The Group manages this risk through
proportionate controls designed to identify and prevent failures that could affect customers, colleagues or the Group.



THE MORTGAGE WORKS (UK) PLC

Strategic report for the year ended 31 March 2025 (continued)

Model risk

Models are widely used across the Group to support a broad range of business and risk management activities. Examples
include credit approval, estimating capital requirements, stress testing, loss provisioning, financial planning, and product
pricing. A model is a quantitative method, system, or approach that applies statistical, economic, financial, or mathematical
theories, techniques, and assumptions to process input data into output for business use.

Whilst models are essential tools, they are inherently imperfect as they are simplified representations of the real world.
This introduces model risk, which is the risk of adverse consequences from model errors or the inappropriate use of
modelled outputs. Model risk can arise from a number of factors, including the quality of data inputs, choice and suitability
of methodology and the integrity of implementation.

Model risk is governed through risk policy and appetite is set at Group Board level. Policy requirements and
supplementary standards prescribe how model risk is to be managed, including roles and responsibilities, model
development, independent validation, monitoring, adjustments and governance. There are dedicated resources that
support overarching Model Risk Management, separate to the development and validation teams. Model risk committees
are responsible for overseeing the management of model risk. Further details on the management of model risk can be
found in the Risk report of the Group’s Annual Report and Accounts.

Approved by the Board of directors and signed on its behalf by

DocuSigned by:

Muir Matluicson
TSHRELEH "=
Director
8 July 2025



THE MORTGAGE WORKS (UK) PLC

Independent auditor’s report to the members of The Mortgage Works (UK) PLC
Opinion

We have audited the financial statements of The Mortgage Works (UK) PLC for the year ended 31 March 2025 which
comprise the Statement of comprehensive income, the Balance sheet, the Statement of changes in equity and the related
notes 1to 16, including material accounting policy information. The financial reporting framework that has been applied in
their preparation is applicable law and United Kingdom Accounting Standards including FRS 101 Reduced Disclosure
Framework (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

. give a true and fair view of the Company’s affairs as at 31 March 2025 and of its profit for the year then ended;
. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
. have been prepared in accordance with the requirements of the Companies Act 2006.

@ sis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the financial
statements section of our report. We are independent of the Company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard as applied to other entities
of public interest, and we have fulfilled our other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting in
the preparation of the financial statements is appropriate. Our evaluation of the directors’ assessment of the Company’s
ability to continue to adopt the going concern basis of accounting included:

o Obtaining management’s going concern assessment for the Company, including forecasts for the going concern
period covering 12 months from the date of approval of the financial statements by the Board, and comparing
historical budgeted financial information with actual results to form a view on the reliability of the forecasting
process;

. Understanding and evaluating the reasonableness of these forecasts, which included using EY financial modelling
specialists to help assess the assumptions used to develop the forecast results using relevant peer and sector
comparatives. We used this to challenge the reasonableness of Bank of England base rate assumptions and resultant
impact on net interest margin;

. Using EY economic specialists to assess the macroeconomic assumptions in the forecast through benchmarking to
institutional and HM Treasury consensus forecasts and Bank of England inflation projections;

. Understanding the directors’ considerations of the current uncertain geopolitical and economic outlook and climate
change, including both financial risks and impacts on operational resilience; and

. Reading and evaluating the adequacy of the disclosures included in the annual report in relation to going concern and
considering whether there were other events subsequent to the balance sheet date which could have a bearing on the
going concern conclusion.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions
that, individually or collectively, may cast significant doubt on the Company’s ability to continue as a going concern for a
period of 12 months from the date the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant
sections of this report. However, because not all future events or conditions can be predicted, this statement is not a
guarantee as to the Company’s ability to continue as a going concern.



THE MORTGAGE WORKS (UK) PLC

Independent auditor’s report to the members of The Mortgage Works (UK) PLC (continued)
Other information

The other information comprises the information included in the annual report, other than the financial statements and our
auditor’s report thereon. The directors are responsible for the other information contained within the annual report.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in this report, we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the course of the audit or otherwise appears to be
materially misstated. If we identify such material inconsistencies or apparent material misstatements, we are required to
determine whether this gives rise to a material misstatement in the financial statements themselves. If, based on the work
we have performed, we conclude that there is a material misstatement of the other information, we are required to report
that fact.

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

. the information given in the Strategic report and the Directors’ report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

. the Strategic report and Directors’ report have been prepared in accordance with applicable legal requirements.
Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Company and its environment obtained in the course of the audit,
we have not identified material misstatements in the Strategic report or Directors’ report.

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

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

e the financial statements are not in agreement with the accounting records and returns; or

e  certain disclosures of directors’ remuneration specified by law are not made; or

e we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 4, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such internal
control as the directors determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the Company or to cease operations, or have no realistic alternative but to do
so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

10



THE MORTGAGE WORKS (UK) PLC

Independent auditor’s report to the members of The Mortgage Works (UK) PLC (continued)
Explanation as to what extent the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with
our responsibilities, outlined above, to detect irregularities, including fraud. The risk of not detecting a material
misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate
concealment by, for example, forgery or intentional misrepresentations, or through collusion. The extent to which our
procedures are capable of detecting irregularities, including fraud, is detailed below. However, the primary responsibility
for the prevention and detection of fraud rests with both those charged with governance of the entity and management.

e  We obtained an understanding of the legal and regulatory frameworks that are applicable to the Company and
determined that the most significant are the Companies Act 20086, license conditions and supervisory requirements
under the Financial Conduct Authority (FCA) and direct tax regulation in the United Kingdom.

e We understood how the Company is complying with those frameworks by making enquiries of management, those
charged with governance, and group functions whose scope covers the Company such as board committees, internal
audit and those responsible for legal and compliance matters. We corroborated our enquiries through review of
meeting minutes of Board and Group Board Risk Committee, and key correspondence received from regulatory
bodies and noted that there was no contradictory evidence.

e We assessed the susceptibility of the Company’s financial statements to material misstatement, including how fraud
might occur by considering the controls that the Company has established to address risks identified by the entity, or
that otherwise seek to prevent, deter, or detect fraud. We made enquiries of management and internal audit to
supplement our assessment of how fraud might occur. We also considered performance and incentive plan targets and
their potential to influence management to manage earnings or influence the perceptions of investors and
stakeholders. Our procedures to address the risks identified also included incorporation of unpredictability into the
nature, timing and/or extent of our testing, challenging assumptions and judgements made by management in their
significant accounting estimates, and testing year-end adjustments and other targeted journal entries posted with
certain descriptions or unusual characteristics.

e Based on this understanding we designed our audit procedures to identify non-compliance with such laws and
regulations. Our procedures involved inquiries of internal and external legal counsel, executive management and
Internal Audit, and reviewing the key policies, reports on the legal and regulatory frameworks and internal
whistleblowing logs.

e The Company is regulated in respect of mortgage lending under the supervision of the FCA. As such, the Senior
Statutory Auditor reviewed the experience and expertise of the engagement team to ensure that the team had the
appropriate competence and capabilities, which included the use of specialists where appropriate.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council’s website at https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Use of our report

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

Signed by:
it K. (oG, LY
it IYgEARRASenior Statutory Auditor)
For and on behalf of Ernst & Young LLP, Statutory Auditor
London
9 July 2025

1
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THE MORTGAGE WORKS (UK) PLC

Statement of comprehensive income for the year ended 31 March 2025

Note 2025 2024

£m £m

Interest receivable and similar income 3 1,866.5 1,593.6
Interest expense and similar charges 4 (1,587.2) (1,256.3)
Net interest income 2793 3373
Fee and commission income 5 34 31
Fee and commission expenditure 5 (5.1) (3.4)
Total income 2776 3370
Administrative expenses 6 (82.3) (76.5)
Impairment charge on loans and advances to customers 7 (5.2) (23.8)
Provisions for liabilities and charges (27) (2.7)
Profit before tax 1874 234.0
Taxation 8 (47.0) (58.6)
Profit after tax, being total comprehensive income for the year 1404 175.4

The notes on pages 15 to 35 form part of these financial statements.



THE MORTGAGE WORKS (UK) PLC

Registered Number: 02222856

Balance sheet as at 31 March 2025

Note 2025 2024
£m £m

Assets
Non-current assets
Loans and advances to customers 9 44177.0 41,6189
Deferred tax 8 1.7 23
Current assets
Cash 48.7 329
Loans and advances to customers 9 289.0 290.0
Current tax assets 216 11
Other assets 0.6 0.1
Total assets 44,538.6 41,955.3
Liabilities
Non-current liabilities
Amounts owed to parent undertaking (note i) 11 29,552.0 27,8219
Current liabilities
Amounts owed to parent undertaking (note i) 11 11,879.8 11,1911
Accruals, deferred income and other liabilities 57 38
Provisions for liabilities and charges 52 28
Group relief 237 39
Total liabilities 41,466.4 39,0235
Equity
Share capital 12 38.0 380
Retained earnings 3,034.2 2,8938
Total equity 3,072.2 2,931.8
Total equity and liabilities 44,538.6 41,955.3

Note:

i. Comparatives have been restated as detailed in note 1.

The notes on pages 15 to 35 form part of these financial statements.

The financial statements on pages 12 to 35 were approved by the Board of directors on 8 July 2025 and signed on its behalf

by

DocuSigned by:

Muir Matliicson

7686D46A32AT4BD...
M Mathieson

Director
8 July 2025



THE MORTGAGE WORKS (UK) PLC
Statement of changes in equity for the year ended 31 March 2025

2025 Share Retained Total
capital earnings equity

£m £m £m

At 1April 2024 38.0 2,8938 2,9318
Profit after tax - 140.4 1404
Total comprehensive income - 1404 1404
At 31 March 2025 38.0 3,034.2 3,072.2
2024 Share Retained Total
capital earnings equity

£m £m £m

At 1April 2023 38.0 2,7184 2,756.4
Profit after tax - 1754 1754
Total comprehensive income - 175.4 1754
At 31 March 2024 38.0 2,893.8 2,931.8

The notes on pages 15 to 35 form part of these financial statements.
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THE MORTGAGE WORKS (UK) PLC

Notes to the financial statements for the year ended 31 March 2025
1 Statement of accounting policies
Basis of preparation

The financial statements have been prepared in accordance with International Accounting Standards in conformity with
the requirements of the Companies Act 2006, and in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law), including Financial Reporting Standard 101 Reduced
Disclosure Framework (FRS 101). The financial statements have been prepared under the historical cost convention. As
stated in the Directors’ report, the directors consider that it is appropriate to continue to adopt the going concern basis in
preparing the financial statements.

The Company has taken advantage of the following disclosure exemptions under FRS 101:

e the requirements of International Accounting Standard (IAS) 7 ‘Statement of Cash Flows’;

e the requirements of paragraphs 30 and 31 of IAS 8 ‘Accounting Policies, Changes in Accounting Estimates and Errors’;
and

e the requirements in IAS 24 ‘Related Party Disclosures’ to disclose related party transactions entered into between two
or more members of a group, provided that any subsidiary which is a party to the transaction is wholly owned by such a
member.

The Company has taken advantage of the exemption in Section 400 of the Companies Act 2006 not to prepare group
financial statements as it is a fully consolidated subsidiary of Nationwide Building Society.

Adoption of new and revised accounting standards

A number of amendments and improvements to accounting standards have been issued by the International Accounting
Standards Board (IASB) with an effective date for annual reporting periods beginning on or after of 1 January 2024. The
adoption of these amendments had no significant impact on the Company.

Restatement of prior year comparatives

Amounts owed to parent undertaking for the year ended 31 March 2024 have been restated to accurately reflect the

expected maturity. This change impacted the split between current and non-current assets and as such had no impact on
the Company’s net assets, or profits for the year ended 31 March 2024.

Amounts owed to parent undertaking at 31 March 2024 Previously Restated
published

£m £m
In not more than three months 1,875.4 1,875.4
In more than three months but not more than one year 5,552.6 9,315.7
Total current 7,428.0 11,1911
In more than one year but not more than five years 30,852.7 27,089.6
In more than five years 732.3 732.3
Total non-current 31,585.0 27,8219
Total 39,013.0 39,013.0

Future accounting developments

International Financial Reporting Standard (IFRS) 18 ‘Presentation and Disclosure in Financial Statements’ was issued in
April 2024 and is effective for accounting periods beginning on or after 1 January 2027, but is not yet endorsed for use in
the UK. IFRS 18 replaces IAS 1, and while much of IAS 1 has been retained in IFRS 18, the new standard establishes updated
principles for the presentation and disclosure of information in the financial statements, in particular the statement of
comprehensive income. The requirements of IFRS 18 are currently being assessed, and while the new standard will
potentially alter the presentation of information, it is not anticipated to affect underlying recognition or measurement
criteria.

The IASB has also issued a number of other minor amendments to IFRSs that become effective for annual reporting
periods beginning on or after 1January 2025, some of which have not yet been endorsed for use in the UK. These
amendments are not expected to have a significant impact for the Company.

Accounting policies
A summary of the Company’s material accounting policies is set out below. The accounting policies are consistent with
those applied in its financial statements for the year ended 31 March 2024, except for changes arising from adoption of

new and revised IFRSs, as described above.

Further information about judgements in applying accounting policies and critical accounting estimates is provided
in note 2.
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Notes to the financial statements for the year ended 31 March 2025 (continued)
1 Statement of accounting policies (continued)
a) Interest receivable and interest expense

For instruments measured at amortised cost the effective interest rate (EIR) method is used to measure the carrying value
of a financial asset or liability and to allocate associated interest income or expense over the relevant period.

In calculating the effective interest rate, the Company estimates cash flows considering all contractual terms of the
financial instrument (for example early redemption penalty charges) and anticipated customer behaviour, but does not
consider future credit losses. The calculation includes all fees received and paid and costs incurred that are an integral part
of the effective interest rate, transaction costs, and all other premiums or discounts above or below market rates.

Interest income is calculated by applying the EIR to the gross carrying amount of non-credit impaired financial assets. For
credit-impaired financial assets the interest income is calculated by applying the EIR to the amortised cost of the credit-
impaired financial assets (i.e. net of the allowance for expected credit losses (ECLs)). Where loans are credit impaired on
origination, or when purchased from third parties, the carrying amount at initial recognition is net of the lifetime ECL at
that date. For these assets the EIR reflects the ECLs in determining the future cash flows expected to be received from the
financial asset.

b) Fees and commissions

Fee and commission income and expense comprises fees that are not an integral part of the EIR. Fees and commissions
relating to mortgages are either:

e transaction-based and therefore recognised when the performance obligation related to the transaction is fulfilled, or

o related to the provision of services over a period of time and therefore recognised on a systematic basis over the life
of the agreement as services are provided.

c) Segmental reporting

The Company has one reportable segment. No segmental analysis is required on geographical lines as substantially all of
the Company’s business activities are in the United Kingdom.

d) Taxation including deferred tax

Current tax payable on profits is recognised as an expense in the period in which profits arise. Current tax assets and
liabilities are measured at the amount expected to be recovered from, or paid to, taxation authorities. Management
evaluates where uncertain taxation positions exist and recognises provisions, where appropriate, to reflect the best
estimate of the probable outcome.

Deferred tax is provided in full on temporary differences arising between the tax bases of assets and liabilities and their
carrying amounts in the financial statements, using tax rates and laws that have been enacted or substantively enacted by
the balance sheet date and are expected to apply when the related deferred tax asset is realised or the deferred tax
liability is settled.

The amounts recognised for deferred tax assets are reviewed at each reporting date. In the case of deferred tax assets
relating to tax losses carried forward, the Company assesses the likelihood of recovery and considers whether it is
probable that sufficient future taxable profits will be available over a suitable planning horizon against which the tax losses
can be utilised.

Deferred tax assets and liabilities are offset where there is a legally enforceable right to offset current tax assets against
current tax liabilities and where the deferred tax assets and liabilities relate to income taxes levied by the same taxation
authority on either the same taxable entity, or different taxable entities where there is an intention to settle on a net basis.

e) Provisions

A provision is recognised where there is a present obligation as a result of a past event, it is probable that the obligation
will be settled, and it can be reliably estimated.

f) Financial assets

Financial assets comprise cash and loans and advances to customers.

Recognition and derecognition

All financial assets are recognised initially at fair value. Purchases and sales of financial assets are accounted for at

settlement date. Financial assets are derecognised when the rights to receive cash flows have expired or where the assets
have been transferred and substantially all the risks and rewards of ownership have been transferred.
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Notes to the financial statements for the year ended 31 March 2025 (continued)

1 Statement of accounting policies (continued)
f) Financial assets (continued)
Modification of contractual terms

An instrument that is renegotiated is derecognised if the existing agreement is cancelled and a new agreement is made on
substantially different terms. Residential mortgages reaching the end of a fixed interest deal period are deemed repricing
events, rather than a modification of contractual terms, as the change in interest rate at the end of the fixed rate period
was envisaged in the original mortgage contract.

Where an instrument is renegotiated and not derecognised, the change is considered a modification of contractual terms.
Where this arises, the gross carrying amount of the loan is recalculated as the present value of the renegotiated or
modified contractual cash flows, discounted at the loan’s original effective interest rate. Any gain or loss on recalculation is
recognised immediately in the income statement.

Classification and measurement

The classification and subsequent measurement of financial assets is based on an assessment of the Company’s business
models for managing the assets and their contractual cash flow characteristics. All of the Company’s financial assets are
held at amortised cost.

Amortised cost

Financial assets held to collect contractual cash flows and where contractual terms comprise solely payments of principal
and interest (SPPI) are classified as amortised cost.

Financial assets are recognised on settlement date and after initial recognition, the assets are measured at amortised cost
using the effective interest rate method, less provisions for expected credit losses.

d) Impairment of financial assets

Financial assets within the scope of IFRS 9 expected credit loss (ECL) requirements comprise all financial debt instruments
measured at amortised cost. These include cash and loans and advances to customers. Also within scope are irrevocable
undrawn commitments to lend.

The ECL represents the present value of expected cash shortfalls following the default of a financial instrument, including
any undrawn commitment. A cash shortfall is the difference between the cash flows that are due in accordance with the
contractual terms of the instrument and the cash flows that the Company expects to receive.

The allowance for ECLs is based on an assessment of the probability of default, exposure at default and loss given default,
discounted at the effective interest rate to give a net present value of cash flows. The estimation of ECLs is unbiased and
probability weighted, taking into account all reasonable and supportable information, including forward-looking economic
assumptions and a range of possible outcomes. ECLs are typically calculated from initial recognition of the financial asset
for the maximum contractual period that the Company is exposed to the credit risk.

For financial assets recognised in the balance sheet at amortised cost, the allowance for ECLs is offset against the gross
carrying value so that the amount presented in the balance sheet is net of impairment provisions. For separately
identifiable irrevocable loan commitments, where the related financial asset has not yet been advanced, the provision is
presented in provisions for liabilities and charges in the balance sheet.

Forward-looking economic inputs

ECLs are calculated by reference to information on past events, current conditions and forecasts of future economic
conditions. Multiple economic scenarios are incorporated into ECL calculation models. These scenarios are based on
external sources where available and appropriate, and internally generated assumptions in all other cases. An appropriate
number of scenarios are considered to capture any non-linear relationship between economic assumptions and credit
losses. These scenarios are weighted based on management’s view of their probability.

Credit risk categorisation

For the purpose of calculating ECLs, assets are categorised into three stages as follows:

Stage 1: no significant increase in credit risk since initial recognition

On initial recognition, and for financial assets where there has not been a significant increase in credit risk since initial
recognition, provision is made for losses from credit default events expected to occur within the next 12 months. Expected

credit losses for these stage 1assets continue to be recognised on this basis unless there is a significant increase in the
credit risk of the asset.
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Notes to the financial statements for the year ended 31 March 2025 (continued)
1 Statement of accounting policies (continued)

g) Impairment of financial assets (continued)

Stage 2: significant increase in credit risk

Financial assets are categorised as being within stage 2 where an instrument has experienced a significant increase in
credit risk since initial recognition. For these assets, provision is made for losses from credit default events expected to
occur over the lifetime of the instrument.

Whether a significant increase in credit risk has occurred is ascertained by considering both quantitative and qualitative
factors. Quantitative considerations take into account changes in the residual lifetime probability of default (PD) of the
asset. As a backstop, all assets with an arrears status of more than 30 days past due on contractual payments are
considered to be in stage 2.

Qualitative factors that may indicate a significant change in credit risk include concession events that are deemed to be
forbearance. Further information about the identification of significant increases in credit risk is provided in note 7.

Stage 3: credit impaired (or defaulted) loans

Financial assets are transferred into stage 3 when there is objective evidence that an instrument is credit impaired.
Provisions for stage 3 assets are made on the basis of credit default events expected to occur over the lifetime of the
instrument. Assets are considered credit impaired when:

e contractual payments of either principal or interest are past due by more than 90 days;

o there are other indications that the borrower is unlikely to pay such as signs of financial difficulty, probable
bankruptcy, breaches of contract and concession events which have a detrimental impact on the present value of
future cash flows; or

e the loan is otherwise considered to be in default.

Interest income on stage 3 credit impaired loans is recognised in the income statement on the loan balance net of the ECL
provision. The gross balance sheet value of stage 3 loans reflects the contractual terms of the assets, and continues to
increase over time with the contractually accrued interest.

Transfers between stages

Transfers from stage 1to 2 occur when there has been a significant increase in credit risk and from stage 2 to 3 when credit
impairment is indicated as described above.

Loans in stage 2 or 3 can transfer back to stage 1 or 2 once the criteria for a significant increase in credit risk or impairment
are no longer met. For loans subject to concession events deemed to be forbearance, accounts are transferred back to
stage 1or 2 only after being up to date for a period of up to 36 months, depending on the concession.

Write-off

Loans remain on the balance sheet net of associated provisions until they are deemed to have no reasonable expectation of
recovery. Loans are generally written off after realisation of any proceeds from collateral and upon conclusion of the
collections process, including consideration of whether an account has reached a point where continuing attempts to
recover are no longer likely to be successful. Where a loan is not recoverable, it is written off against the related provision
for loan impairment once all the necessary procedures have been completed and the amount of the loss has been
determined. Subsequent recoveries of amounts previously written off decrease the value of impairment charge recorded in
the income statement.

h) Financial liabilities

Amounts due to Group undertakings are recognised initially at fair value, being the issue proceeds net of premiums,
discounts and transaction costs incurred.

All amounts due to Group undertakings are subsequently measured at amortised cost using the effective interest rate
method. Amortised cost is adjusted for the amortisation of any premiums, discounts and transaction costs. The
amortisation is recognised in interest expense and similar charges using the effective interest rate method.

Financial liabilities are derecognised when the obligation is discharged, cancelled or has expired.
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Notes to the financial statements for the year ended 31 March 2025 (continued)
1 Statement of accounting policies (continued)
i) Fair value of assets and liabilities

IFRS 13 ‘Fair Value Measurement’ requires an entity to classify assets and liabilities held at fair value, and those not
measured at fair value but for which the fair value is disclosed, according to a hierarchy that reflects the significance of
observable market inputs in calculating those fair values. The three levels of the fair value hierarchy are defined below:

Level 1 - Valuation using quoted market prices

Assets and liabilities are classified as Level 1if their value is observable in an active market. Such instruments are valued by
reference to unadjusted quoted prices for identical assets or liabilities in active markets where the quoted price is readily
available and the price reflects actual and regularly occurring market transactions on an arm’s length basis. An active
market is one in which transactions occur with sufficient volume and frequency to provide pricing information on an
ongoing basis.

Level 2 - Valuation technique using observable inputs
Assets and liabilities classified as Level 2 have been valued using models whose inputs are observable in an active market.
Level 3 - Valuation technique using significant unobservable inputs

Assets and liabilities are classified as Level 3 if their valuation incorporates significant inputs that are not based on
observable market data. A valuation input is considered observable if it can be directly observed from transactions in an
active market, or if there is compelling external evidence demonstrating an executable exit price. An input is deemed
significant if it is shown to contribute more than 10% to the valuation of a financial instrument.

j) Contingent liabilities

Contingent liabilities are possible obligations whose existence will be confirmed only by the outcome of uncertain future
events, and present obligations where the outflow of resources is uncertain or cannot be measured reliably. Contingent
liabilities are not recognised on the balance sheet but are disclosed unless the likelihood of an outflow of economic
resources is remote.

k) Share capital and dividends
Ordinary shares, net of directly attributable issue costs, are classified as equity.

Dividends paid on ordinary shares are recognised in equity in the period in which they are paid or, if earlier, approved by
the directors.

2 Judgements in applying accounting policies and critical accounting estimates

The preparation of the Company’s financial statements in accordance with FRS 101 involves management making
judgements and estimates when applying those accounting policies that affect the reported amounts of assets, liabilities,
income and expense. Actual results may differ from those on which management’s estimates are based. Estimates and
assumptions are continually evaluated and are based on historical experience and other factors, including expectations of
future events that are believed to be reasonable. In preparing the financial statements, management has also considered
the impact of climate-related risks on the Company’s financial position and performance. While the effects of climate
change represent a source of uncertainty, the Company does not consider there to be a material impact on its judgements
and estimates from physical and transition risks of climate change in the short to medium term.

The key areas involving significant sources of estimation uncertainty or a higher degree of judgement by management in

applying the Company’s accounting policies, where actual results may differ from those on which management’s estimates
are based, are disclosed in note 7.
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Notes to the financial statements for the year ended 31 March 2025 (continued)
3 Interest receivable and similar income

Interest receivable and similar income of £1,866.5 million (2024: £1,593.6 million) relates to interest receivable on
residential mortgages held at amortised cost and is calculated using the effective interest rate method.

4 Interest expense and similar charges
2025 2024
£m £m
Interest payable on amounts owed to parent undertaking 1,587.2 1,256.2
Interest payable on corporation tax underpaid - 0.1
Total 1,587.2 1,256.3
5 Fee and commission income and expense

Fee and commission income of £3.4 million (2024: £3.1 million) relates to mortgage-related fees. Fee and commission
expense of £5.1 million (2024: £3.4 million) relates to expenditure incurred in respect of mortgages that do not complete.

6 Administrative expenses
2025 2024
£m £m
Recharge from parent undertaking 79.0 735
Other administrative expenses 33 30
Total 823 76.5

Auditor’s remuneration, relating solely to the statutory audit of these financial statements, was £62,000 (2024: £59,000).

The Company has no employees (2024: none). Administration of the Company’s loans is carried out by staff who are
employed by Nationwide Building Society.

The directors’ contracts of service are with Nationwide Building Society and their remuneration is included within the
Group’s financial statements.

No remuneration or pension scheme benefits were paid or are payable by the Company to the directors. The directors
provide services to the Group as a whole and their principal activities are not specific to the business of this Company. It is
not possible to make an accurate apportionment of their emoluments to the Company, hence no directors’ emoluments are
disclosed in the financial statements of the Company.

Related party transactions may be entered into with directors in the normal course of business through the issuance of
mortgage loans. Transactions with related parties are made on the same terms and conditions applicable to non-related
parties. There were no loans to related parties as at 31 March 2025 (2024: £nil).

7  Impairment charge and provisions on loans and advances to customers

The following table sets out the impairment charge for the year and the closing provision balances which are deducted
from the relevant asset values in the balance sheet:

2025 2024

£m £m

Impairment charge in the statement of comprehensive income 5.2 238
Impairment provisions on the balance sheet 177.4 173.3

20



THE MORTGAGE WORKS (UK) PLC

Notes to the financial statements for the year ended 31 March 2025 (continued)
7 Impairment charge and provisions on loans and advances to customers (continued)
Critical accounting estimates and judgements

Impairment is measured as the impact of credit risk on the present value of management’s estimate of future cash flows. In
determining the required level of impairment provisions, outputs from statistical models are used, and judgements
incorporated to determine the probability of default (PD), the exposure at default (EAD), and the loss given default (LGD)
for each loan. Provisions represent a probability weighted average of these calculations under multiple economic scenarios.
Adjustments are made in modelling provisions, applying further judgements to take into account model limitations, or to
deal with instances where insufficient data exists to fully reflect credit risks in the models.

The most significant areas of judgement are:

e The approach to identifying significant increases in credit risk; and
e The approach to identifying credit impaired loans.

The most significant areas of estimation uncertainty are:

e The use of forward-looking economic information using multiple economic scenarios; and

e The additional judgements made in modelling expected credit losses (ECL) - these currently include PD uplifts
relating to the current economic uncertainty and LGD uplifts for property valuation risk.

Sensitivity analysis has been completed, based on the results from previous climate change stress tests, that supports the
Company’s view that the impact of climate change on impairment provisions remains immaterial. The potential economic
impact of climate change is captured by our existing range of economic scenarios. Supported by our controls operated at
lending origination, the expected credit losses associated with physical risks are low and arise over the long term, and
therefore currently have an immaterial impact on the Company’s lending due to the effect of loan amortisation and
redemptions over time. There are no current transition policies that require additional provisions against current lending,
while potential future Government transition policies and the Company’s response to these remain highly uncertain.

Identifying significant increases in credit risk (stage 2)

Loans are allocated to stage 1 or stage 2 according to whether there has been a significant increase in credit risk.
Judgement has been used to select both quantitative and qualitative criteria which are used to determine whether a
significant increase in credit risk has taken place. The primary quantitative indicators are the outputs of internal credit risk
assessments. The impact of current and historical data relating to the exposure combined with forward-looking economic
information is used to determine the probability of default (PD) at each reporting date. For residential mortgages, the main
indicators of a significant increase in credit risk are either of the following:

e The residual lifetime PD exceeds a benchmark determined by reference to the maximum credit risk that would have
been accepted at origination; or

e The residual lifetime PD is at least 75 basis points more than, and at least double, the residual lifetime PD calculated at
origination.

These complementary criteria have been reviewed through regular model monitoring, using management performance
indicators and actual default experience, and found to be effective in capturing events which would constitute a significant
increase in credit risk.

Identifying credit impaired loans (stage 3)

The identification of credit impaired loans is an important judgement within the staging approach. A loan is credit-impaired
if it has an arrears status of more than 90 days past due, is considered to be in default, or it is considered unlikely that the
borrower will repay the outstanding balance in full, without recourse to actions such as realising security.

Use of forward-looking economic information

Management exercises judgement in estimating future economic conditions which are incorporated into provisions
through modelling of multiple scenarios. The economic scenarios are reviewed and updated on a quarterly basis. The
provision recognised is the probability-weighted sum of the provisions calculated under a range of economic scenarios. The
scenarios and associated probability weights are derived using external data and statistical methodologies, together with
management judgement. The Company continues to model four economic scenarios, which together encompass an
appropriate range of potential economic outcomes. The base case scenario is aligned to the Company’s financial planning
process. The upside and downside scenarios are reasonably likely favourable and adverse alternatives to the base case, and
the severe downside scenario is aligned with the Group’s internal stress testing. The impact of applying multiple economic
scenarios (MES) is an increase to provisions of £63.0 million (2024: £61.2 million), compared with provisions based on the
base case economic scenario.
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Notes to the financial statements for the year ended 31 March 2025 (continued)

7 Impairment charge and provisions on loans and advances to customers (continued)
Critical accounting estimates and judgements (continued)
Use of forward-looking economic information (continued)

Probability weightings for each scenario are reviewed quarterly to reflect economic conditions as they evolve. The
probability weightings applied to the scenarios were unchanged over the year and are shown in the table below.

Scenario probability weighting (%) Upside Base case Downside Severe
scenario scenario scenario downside

scenario

31 March 2025 10 45 30 15
31 March 2024 10 45 30 15

In the base case scenario, modest growth in GDP of 1.4% is expected during 2025, following a period of stagnation. In this
scenario, unemployment is forecast to increase to 4.7% by the end of 2025. By contrast, in the downside scenario, GDP reflects
a significant UK recession, and the peak unemployment increases to 6.2%, whilst the severe downside scenario unemployment
peak of 9.3% corresponds with a severe and longer-lasting economic downturn.

As a result of continued economic uncertainty, the house price forecasts used within the provision calculations cover a wide
range of outcomes. House prices are now expected to increase in the base case scenario by 1.9% during 2025 and a further
2.3% during 2026. The downside scenario continues to assume a significant fall in both 2025 and 2026, driven by a
deterioration in economic conditions, including an increase in unemployment, whilst the severe downside scenario includes a
fall in house prices of 30.1% from the end of 2024 to the low point in early 2027.

Bank rate in the base case scenario is expected to continue to reduce to 3.75% during 2025 and 3.25% by the end of 2028.
Inflation in this scenario is expected to reduce to the Bank of England target rate of 2.0% by the end of 2026. In the downside
scenario, the recession results in Bank rate remaining at low levels from 2025 onwards, in order to stimulate economic
demand. By contrast the severe downside scenario includes a sustained high level of inflation, which requires an increase in
Bank rate to 8.5%.

Further details on historical and forecast economic variables used to derive MES are provided in note 10 to the financial
statements in the Group’s Annual Report and Accounts.

To give an indication of the sensitivity of ECLs to different economic scenarios, the table below shows the ECL and stage 2
balance proportion if 100% weighting is applied to each scenario:

Sensitivity analysis impact of Upside Base case Downside Severe Reported
multiple economic scenarios scenario scenario scenario downside provision
scenario

£m £m £m £m £m

31 March 2025 119.9 14.4 129.2 3973 1774

31 March 2024 113.1 1121 132.0 448.3 173.3

Proportion of balances in Upside Base case Downside Severe Reported Reported

stages 2 and 3 (%) scenario scenario scenario downside stage 2 stage 3

scenario (note i)

% % % % % %

31March 2025 524 45.6 35.0 704 50.8 0.7

31 March 2024 46.8 40.3 36.1 773 52.8 0.9
Note:

i. The staging of stage 3 assets is not sensitive to economic scenarios. The reported stage 3 proportion is the same as it would be in any
of the 100% weighted scenarios.

The ECL for each scenario multiplied by the scenario probability will not reconcile to the reported provision. Whilst the
stage allocation of loans varies in each individual scenario, each loan is allocated to a single stage in the reported provision
calculation; this is based on a weighted average PD which takes into account the economic scenarios. A probability-
weighted 12-month or lifetime ECL (which takes into account the economic scenarios) is then calculated based on the stage
allocation.
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Notes to the financial statements for the year ended 31 March 2025 (continued)
7 Impairment charge and provisions on loans and advances to customers (continued)
Critical accounting estimates and judgements (continued)

The table below shows the sensitivity at 31 March 2025 to some of the key assumptions used within the ECL calculation:

Sensitivity analysis impact of multiple economic scenarios Increase in

provision
£m

Single-factor sensitivity to key economic variables

10% decrease in house prices (HPI) at 31 March 2025 and throughout the forecast period (note i) 77

Sensitivity to changes in scenario probability weightings

10% increase in the probability of the downside scenario (reducing the upside by a corresponding 10%) 0.9

5% increase in the probability of the severe downside scenario (reducing the downside by a corresponding 5%) 134

Note:

i. Asthisisasingle-factor sensitivity, it should not be extrapolated due to the likely non-linear effects. The provision impact is
calculated using the base case scenario and only includes the impact of a 10% decrease of house prices on LGD.

The table below shows the adjustments made to modelled provisions in relation to the significant areas of estimation
uncertainty.

Significant adjustments to modelled ECL 2025 2024
£m £m
PD uplift for affordability risks (note i) 373 383
LGD uplift for property valuation risks 1.3 14.0
Total 48.6 523
Of which:
Stage 1 17 41
Stage 2 383 436
Stage 3 2.6 4.6
Note:

i. This adjustment was previously called ‘PD uplift for economic uncertainty’ but has been updated during the year to reflect the
nature of the remaining provision adjustment at 31 March 2025.

PD uplift for affordability risks

At 31 March 2025, the PD uplift adjustment for affordability risks increased provisions by £37.3 million

(2024: £38.3 million). This adjustment reflects the ongoing affordability pressures faced by borrowers, and includes the
risks associated with borrowers who have switched or are expected to switch to higher mortgage interest rates in the next
two years.

The prior year provision adjustment also assumed that model inputs relating to borrower credit quality were still
benefitting from temporary improvements to credit indicators which were expected to reverse, such as reduced levels of
arrears. This adjustment is no longer required, due to observed credit quality returning to longer-term levels, and
continued resilient arrears performance.

LGD uplift for property valuation risks
An adjustment is made to reflect the property valuation risk associated with flats, originally driven by risks for properties
subject to fire safety issues such as unsuitable cladding. We continue to hold an adjustment to provisions for this segment

of the market whilst there is insufficient evidence of a recovery in the value of affected properties. This adjustment
increased provisions by £11.3 million (2024: £14.0 million).
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8 Taxation
Tax charge in the statement of comprehensive income 2025 2024
£m £m

Current tax:

UK corporation tax charge 464 58.0
Deferred tax:

Current year 0.6 0.6
Tax charge 47.0 58.6

The current tax charge includes £21.7 million (2024: £2.0 million) due to fellow subsidiary companies in respect of group
relief claimed.

The actual tax charge differs from the theoretical amount that would arise using the standard rate of corporation tax in the
UK as follows:

Reconciliation of tax charge 2025 2024

£m £m
Profit before tax 187.4 234.0
Tax calculated at a rate of 25% 46.9 585
Expenses not deductible for tax purposes 0.1 0.1
Tax charge 47.0 58.6

Deferred tax is determined using tax rates that are expected to apply in the period when the deferred tax asset is realised
or deferred tax liability is settled based on rates enacted or substantively enacted at the balance sheet date. The main rate
of corporation tax from 1 April 2025 is 25%.

On 17 November 2022 the UK Government confirmed its intention to implement the G20-OECD Inclusive Framework
Pillar 2 rules in the UK, including a Qualified Domestic Minimum Top-Up Tax rule. This legislation, enacted on 11 July 2023,
seeks to ensure that UK-headquartered multinational enterprises pay a minimum tax rate of 15% on UK and overseas
profits arising after 31 December 2023. The Group is within the scope of the legislation; however, as the UK rate of
corporation tax is 25%, and the Group’s business is UK-based, there is no impact of these rules on the financial statements.
The IAS 12 exemption to recognise and disclose information about deferred tax assets and liabilities related to Pillar 2
income taxes has been applied.

The movements on the deferred tax account are as follows:

Movements in deferred taxation 2025 2024

£m £m

At 1April 23 29
Deferred tax charge in the statement of comprehensive income:

Current year (0.6) (0.6)

At 31 March 1.7 2.3

The deferred tax assets and the deferred tax charge in the statement of comprehensive income relate to transitional
adjustments on adoption of IFRS 9.

The majority of deferred tax assets are anticipated to be recoverable in more than one year. The Company considers that

there will be sufficient future trading profits in excess of profits arising from the reversal of existing taxable temporary
differences to utilise the deferred tax assets.
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Notes to the financial statements for the year ended 31 March 2025 (continued)

9 Loans and advances to customers

Lending comprises buy to let, and other smaller legacy residential mortgages (including owner-occupied, self-certified,
near prime and sub-prime lending, all of which were discontinued in 2009).

Residential mortgages
2025

Gross Provisions Total
£m £m £m
Non-current assets 44,353.2 (176.2) 44177.0
Current assets 290.2 (1.2) 289.0
Total 44,6434 (177.4) 44,466.0
Residential mortgages
2024
Gross Provisions Total
£m £m £m
Non-current assets 41,791.0 1721 41,6189
Current assets 2912 (1.2) 290.0
Total 42,0822 (173.3) 41,908.9

The tables below summarise the movements in gross loans and advances to customers held at amortised cost, including
the impact of ECL impairment provisions. The movements within the tables compare the position at 31 March to that at the

start of the reporting period.

Reconciliation of net movements

Non-credit impaired

Credit impaired

in balances and impairment Subject to 12 month Subject to lifetime Subject to lifetime
provisions ECL ECL ECL Total
Stage 1 Stage 2 Stage 3
Gross Gross Gross Gross
balances Provisions balances Provisions balances Provisions balances Provisions
£m £m £m £m £m £m £m £m
At1April 2024 19,510.6 135 22,2041 19.6 3675 40.2 42,0822 1733
Stage transfers:
Transfers from stage 1to stage 2 (5,670.4) 1.4) 5,670.4 14 - - - -
Transfers to stage 3 (16.9) - (130.7) 4.2) 147.6 42 - -
Transfers from stage 2 to stage 1 5,094.5 17.5 (5,094.5) 17.5) - - - -
Transfer from stage 3 1.6 03 483 31 (59.9) (34) - -
Net remeasurement of ECL arising
from transfer of stage (note i) (153) 140 50 37
Net movement arising from (5812) 11 4935 32) 877 58 - 37
transfer of stage
New assets originated or 4,0934 6.0 1,936.8 17.2 12 o1 6,0314 233
purchased (note ii)
Net impact of further lending and
repayments (note iii) (268.4) (0.5) (123.5) (1.0) 6.1) 24) (398.0) (3.9)
Changes in risk parameters in
relation to credit quality (note iv) ) 64 ) 0.7 ) 47 ) nse
Other items impacting
comprehensive income (including - - - - - (2.0) - (2.0)
recoveries)
Redemptions (note v) (1,121.0) (0.7 (1,825.9) (13.7) (111.1) (13.3) (3,058.0) (27.7)
Comprehensive income charge for
52
the year
Decrease due to write-offs - - - - 14.2) 3.1) (14.2) (3.1)
Other provision movements - - - - - 2.0 - 2.0
At 31 March 2025 21,6334 25.8 22,685.0 119.6 325.0 320 44,6434 1774
Net carrying amount 21,607.6 22,565.4 293.0 44,466.0
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Notes to the financial statements for the year ended 31 March 2025 (continued)

9 Loans and advances to customers (continued)

Reconciliation of net movements

Non-credit impaired

Credit impaired

in balances and impairment Subject to 12 month Subject to lifetime Subject to lifetime
provisions ECL ECL ECL Total
Stage 1 Stage 2 Stage 3

Gross Provisions
balances

Gross Provisions
balances

Gross Provisions
balances

Gross Provisions
balances

£m £m £m £m £m £m £m £m
At1April 2023 25,4269 10.8 16,835.3 1204 2796 193 42,5418 150.5
Stage transfers:
Transfers from stage 1to stage 2 (9,181.3) 25 9,181.3 (2.5) - - - -
Transfers to stage 3 42.2) - (164.5) (4.9) 206.7 49 - -
Transfers from stage 2 to stage 1 2,959.6 15.2 (2,959.6) (15.2) - - - -
Transfer from stage 3 56 01 228 15 (284) 1.6) - -
Net remeasurement of ECL ;'arising 14.4) 340 135 331
from transfer of stage (note i)
Net movement arising from (6,258.3) 34 60800 129 1783 168 - 331
transfer of stage
New assets originated or 21271 19 8933 63 08 - 30212 82
purchased (note ii)
Net impact of further lending and
repayments (note iii) (338.5) 0.4) (207.5) 1.2) 0.8 04 (546.8) 12)
Changes in risk parameters in
relation to credit quality (note iv) ) (16) ) (ny ) o7 ) 30)
Other items impacting
comprehensive income (including - - - - - (1.5) - (1.5)
recoveries)
Redemptions (note v) (1,446.6) (0.6) (1,397.0) (7.7) (80.3) (3.5) (2,923.9) (11.8)
Comprehensive income charge for
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the year
Decrease due to write-offs - - - - @10.1) (2.5) (10.1) (2.5)
Other provision movements - - - - - 1.5 - 1.5
At 31 March 2024 19,510.6 13.5 22,204.1 119.6 367.5 402 42,0822 173.3
Net carrying amount 19,4971 22,084.5 327.3 41,9089

Notes:

i.  The remeasurement of provisions arising from a change in stage is reported within the stage to which the assets are transferred.
ii. Ifanew asset is originated in the year, the values included are the closing gross balance and provision for the year. The stage in

which the addition is shown reflects the stage of the account at the end of the year.

iii.  This comprises further lending and capital repayments where the asset is not derecognised. The gross balances value is calculated
as the closing gross balance for the year less the opening gross balance for the year. The provisions value is calculated as the change

in exposure at default (EAD) multiplied by opening provision coverage for the year.

iv.  This comprises changes in risk parameters, and changes to modelling inputs and methodology. The provision movement for the

change in risk parameters is calculated for assets that do not move stage in the year.

v.  Forany asset that is derecognised in the year, the value disclosed is the provision at the start of the year.

Maturity analysis

The following table shows the residual maturity of loans and advances to customers, based on their contractual maturity:

2025 2024
£m £m

Repayable:
In not more than three months 123.7 1584
In more than three months but not more than one year 166.5 1328
In more than one year but not more than five years 1,827.7 1,800.7
In more than five years 42,525.5 39,990,3
44,6434 42,0822
Impairment provision (note 7) (177.4) (173.3)
Total 44,466.0 41,908.9

The maturity analysis is produced on the basis that where a loan is repayable by instalments, each such instalment is
treated as a separate repayment. The analysis is based on contractual maturity rather than actual redemption levels

experienced, which are likely to be materially different.
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Notes to the financial statements for the year ended 31 March 2025 (continued)
10 Investments in subsidiary undertakings

The interests of the Company in its subsidiary undertakings, Exeter Trust Limited and Confederation Mortgage Services
Limited, as at 31 March 2025 are set out below:

100% subsidiary undertakings Nature of business
Exeter Trust Limited Dormant
Confederation Mortgage Services Limited Dormant

The above subsidiary undertakings are private limited companies, which are registered in England and Wales. The
registered office of both subsidiary undertakings is the same as that of the Company.

The investment in both subsidiary undertakings was one ordinary £1 share each at both 31 March 2024 and 31 March 2025.
Neither of the above subsidiary undertakings are actively trading.

Both subsidiaries were entitled to exemption from audit for the year ended 31 March 2025 under Section 480 of the
Companies Act 2006 relating to dormant companies.
1 Amounts owed to parent undertaking

Amounts owed to the parent undertaking are repayable from the date of the balance sheet in the ordinary course of
business as follows:

2025 2024

£m £m

In not more than three months 2,6404 1,875.4
In more than three months but not more than one year (note i) 9,2394 9,315.7
In more than one year but not more than five years (note i) 28,944.0 27,089.6
In more than five years 608.0 7323
Total 41,431.8 39,013.0

Note:
i. Comparatives have been restated as described in note 1.

All intercompany transactions are entered into under normal market conditions. Funds borrowed from the parent

undertaking are repayable in accordance with the latest loan agreement. Interest is payable on the amounts owed based on
an intercompany funds transfer pricing rate which is reset biannually. All intercompany loans are unsecured.

12 Share capital

2025 2024
£m £m
Authorised:
50,000,000 (2024: 50,000,000) ordinary shares of £1 each 50.0 50.0
Issued and fully paid:
38,000,000 (2024: 38,000,000) ordinary shares of £1 each 38.0 38.0

The Company has one class of ordinary shares which carries no right to fixed income.

13 Risk management

Credit risk

Credit risk is the risk of loss as a result of a customer or counterparty failing to meet their financial obligations. Credit risk
encompasses:

e borrower/counterparty risk - the risk of loss arising from a borrower or counterparty failing to pay, or becoming
increasingly likely not to pay, the interest or principal on a loan, or on a financial product, or for a service, on time;

e security/collateral risk - the risk of loss arising from deteriorating security/collateral quality;

e concentration risk - the risk of loss arising from insufficient diversification of region, sector, counterparties or other
significant factor; and

¢ refinance risk - the risk of loss arising when a repayment of a loan or other financial product occurs later than
originally anticipated.
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13 Risk management (continued)

Credit risk (continued)

Management of credit risk

The Company lends in a responsible, affordable and sustainable way to ensure safeguarding of borrowers and the financial
strength of the Company throughout the credit cycle. The Company manages credit risk in accordance with the Group’s
approach to credit risk management, further details of which are included in the Risk report of the Group’s Annual Report
and Accounts.

Maximum exposure to credit risk

Credit risk largely arises from the Company’s exposure to loans and advances to customers.

In addition to loans and advances to customers, the Company is exposed to credit risk on all other financial assets. For all
financial assets recognised on the balance sheet, the maximum exposure to credit risk represents the balance sheet
carrying value after allowance for impairment, plus off-balance sheet commitments. For off-balance sheet commitments,
the maximum exposure is the maximum amount that the Company would have to pay if the commitments were to be called

upon.

Maximum exposure to credit risk

2025 Gross Impairment Carrying Commitments Maximum % of total
balance provisions value credit risk credit risk
exposure exposure

£m £m £m £m £m
Cash 487 - 487 - 487 -
Loans and advances to customers 44,6434 (177.4) 44,466.0 1,235.2 45,7012 100
Total 44,6921 (177.4) 44,514.7 1,235.2 45,749.9 100

Maximum exposure to credit risk

2024 Gross Impairment Carrying Commitments Maximum % of total

balance provisions value credit risk credit risk

exposure exposure

£m £m £m £m £m

Cash 329 - 329 - 329 -

Loans and advances to customers 42,0822 (173.3) 41,9089 1,190.7 43,099.6 100

Total 421151 (173.3) 41,9418 1,190.7 431325 100
Commitments

Irrevocable undrawn commitments to lend are within the scope of provision requirements. The commitments in the table
above consist of separately identifiable irrevocable commitments for the pipeline of residential mortgages. These
commitments are not recognised on the balance sheet, and the total associated provision is included within provisions for
liabilities and charges.

Lending and new business
Total lending of £44,643.4 million (2024: £42,082.2 million) comprises buy to let, and other smaller legacy residential
mortgages (including owner-occupied, self-certified, near prime and sub-prime lending, all of which were discontinued in

20009).

All new business by borrower type for the years ended 31 March 2025 and 31 March 2024 was buy to let lending.
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13  Risk management (continued)
Credit risk (continued)

Staging analysis

The following table shows residential mortgage lending balances carried at amortised cost, the stage allocation of the
loans, impairment provisions and the resulting provision coverage ratios:

Residential mortgages product and 2025 2024
staging analysis Gross Provisions Provisions Gross Provisions  Provisions
balances % of total balances % of total
balance balance
£m £m % £m £m %
Stage1 21,6334 258 0.12 19,510.6 135 0.07
Stage 2 total: 22,685.0 119.6 0.53 22,2041 119.6 054
Up to date 22,2931 108.0 048 21,7923 1036 048
1-30 DPD (note i) 266.0 6.6 248 2821 10.1 358
>30 DPD (note i) 125.9 5.0 398 129.7 5.9 4.55
Stage 3 325.0 320 9.83 3675 40.2 10.95
Total 44,6434 177.4 0.40 42,0822 173.3 0.41

Note:

i. Days past due (DPD) is a measure of arrears status.

Stage 3 loans in the residential mortgage portfolio equate to 0.7% (2024: 0.9%) of the total residential mortgage exposure.
Of the total £325.0 million (2024: £367.5 million) stage 3 loans, £194.5 million (2024: £197.9 million) is in respect of

balances which are more than 90 days past due, with the remainder being impaired due to other indicators of unlikeness to
pay such as distressed restructures or the bankruptcy of the borrower.

Reason for residential mortgages being 2025 2024
included in stage 2 (note i) Gross Provisions Provisions Gross Provisions Provisions
balances asa%of balances as a % of
balance balance
£m £m % £m £m %
Quantitative criteria:
Payment status (greater than 30 DPD) 125.9 5.0 3.98 1293 59 4.55
Increase in PD since origination (less than 30 DPD) 21,010.2 106.0 0.50 20,8551 106.8 0.51
Qualitative criteria:
Forbearance (less than 30 DPD) 21 - 0.19 0.7 - 014
Interest only - significant risk of inability to
refinance at maturity (less than 30 DPD) 15435 86 0.56 12164 69 057
Other qualitative criteria 3.3 - 0.14 2.6 - 0.23
Total stage 2 gross balances 22,685.0 119.6 0.53 22,2041 119.6 0.54

Note:

i.  Where loans satisfy more than one of the criteria for determining a significant increase in credit risk, the corresponding gross balance
has been assigned in the order in which the categories are presented above.

Further details on the quantitative and qualitative criteria that are used to determine whether there has been a significant
increase in credit risk are included in the Credit risk section of the Risk report in the Group's Annual Report and Accounts.
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13 Risk management (continued)

Credit risk (continued)

Credit quality

The residential mortgages portfolio comprises many relatively small loans which are broadly homogenous, have low

volatility of credit risk outcomes and are geographically diversified.

The table below shows the loan balances and provisions for residential mortgages held at amortised cost, by PD range. The

PD distributions shown are based on 12-month IFRS 9 PDs at the reporting date.

Loan balance and provisions by PD

2025 Gross balances Provisions Provision
coverage
12-month Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
IFRS 9 PD range £m £m £m £m £m £m £m £m %
0.00 to < 0.15% 5,184.0 1,574.8 13 6,760.1 0.8 4.0 - 4.8 0.07
0.15t0 < 0.25% 2,6319 1,299.8 05 3,932.2 0.5 38 - 4.3 o.M
0.25t0 < 0.50% 4,683.3 3,849.0 15 8,533.8 12 1.0 - 12.2 0.14
0.50 to < 0.75% 4,878.1 2,665.3 0.6 7,544.0 2.0 75 - 16.5 0.22
0.75t0 < 2.50% 3,880.8 7,803.9 17 11,686.4 6.8 29.0 - 358 0.31
250 to < 10.00% 2683 3,664.4 15 3,934.2 35 27.0 - 30.5 0.78
10.00 to < 100% 107.0 1,827.8 60.0 1,994.8 4.0 373 35 448 224
100% (default) - - 2579 2579 - - 285 28.5 11.07
Total 21,6334 22,685.0 325.0 44,6434 25.8 119.6 32.0 177.4 0.40
Loan balance and provisions by PD
2024 Gross balances Provisions Provision
coverage
12-month Stage1 Stage 2 Stage 3 Total Stage1 Stage 2 Stage 3 Total
IFRS 9 PD range £m £m £m £m £m £m £m £m %
0.00 to < 0.15% 3,780.5 914.2 14 4,696.1 04 20 - 24 0.05
0.15t0 < 0.25% 3,5676.2 1,2232 0.8 4,800.2 04 33 - 37 0.08
0.25t0<0.50% 5,9109 4,695.9 10 10,6078 49 9.5 - 144 0.14
0.50 to < 0.75% 2,376.4 3,2023 04 5,579.1 17 76 - 9.3 017
0.75to < 250% 3,546.8 6,957.4 25 10,506.7 30 272 - 302 0.29
250 to <10.00% 284.6 37194 14  4,0054 23 286 - 309 0.77
10.00 to <100% 352 1,4917 76.7 1,603.6 0.8 414 52 474 296
100% (default) - - 2833 2833 - - 35.0 35.0 12.36
Total 19,5106  22,204.1 3675 42,0822 13.5 119.6 40.2 173.3 0.41

LTV and credit risk concentration

Loan to value (LTV) is calculated by weighting the borrower level LTV by the individual loan balance to arrive at an average
LTV. This approach is considered to most appropriately reflect the exposure at risk.

The average LTV of loan stock was 56% (2024: 56%). The average LTV of new business was 66% (2024: 62%).
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13 Risk management (continued)
Credit risk (continued)

Residential mortgage balances by LTV

The following table shows residential mortgages by LTV across stages 1and 2 (non-credit impaired) and stage 3 (credit
impaired). The LTV is calculated using the latest indexed valuation.

Residential mortgage balances by LTV

2025 Gross balances Provisions Provision
coverage
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
LTV ratio: £m £m £m £m £m £m £m £m %
Up to 50% 7,3745 6,227.0 129.3 13,730.8 1.6 174 77 26.7 0.19
50%-60% 4,955.5 6,429.9 79.2 11,464.6 27 223 6.0 31.0 0.27
60%-70% 5,108.5 6,516.8 55.0 11,680.3 70 33.0 4.9 449 0.38
70%-80% 4,068.6 3,219.5 312 7,319.3 1.0 322 3.6 46.8 0.64
80%-90% 1151 2333 11.9 360.3 29 71 3.0 13.0 3.61
90%-100% 82 26.8 9.3 443 04 23 27 54 1219
Over 100% 3.0 31.7 9.1 43.8 0.2 5.3 41 9.6 2192
Total 21,6334 22,685.0 325.0 44,6434 25.8 119.6 32.0 1774 0.40
Residential mortgage balances by LTV
2024 Gross balances Provisions Provision
coverage
Stage 1 Stage 2 Stage 3 Total Stage1 Stage 2 Stage 3 Total
LTV ratio: £m £m £m £m £m £m £m £m %
Up to 50% 6,248.0 6,846.0 151.6 13,245.6 13 244 81 338 0.26
50%-60% 47417 6,2924 84.3 11,1184 16 24.0 6.6 322 0.29
60%-70% 5140.6 5,898.8 61.0 11,1004 35 28.0 76 391 0.35
70%-80% 3,240.8 2,855.3 36.9 6,133.0 51 241 49 341 0.56
80%-90% 130.8 2425 15.1 3884 17 7.0 57 144 37
90%-100% 6.7 328 6.1 456 02 24 13 39 855
Over 100% 2.0 36.3 125 50.8 0.1 97 6.0 15.8 3110
Total 19,510.6 22,2041 367.5 42,0822 13.5 119.6 40.2 173.3 041

Geographical distribution

Over the year, the geographical distribution of residential mortgages across the UK has remained stable, with the highest
concentration continuing to be in Greater London, at 45% of the total (2024: 45%).

Arrears

Number of cases more than 3 months in arrears as % of total book

The proportion of cases more than 3 months in arrears across all residential lending is 0.28% (2024: 0.31%).

The methodology for calculating mortgage arrears is based on the UK Finance definition of arrears, where months in
arrears is determined by dividing the arrears balance outstanding by the latest contractual payment.

Interest only mortgages

Maturities on interest only mortgages are managed closely, with regular engagement with borrowers as they reach the end
of the loan term, to ensure the loan is redeemed or to agree a strategy for repayment.

The majority of the portfolio was advanced on an interest only basis.

Interest only mortgages Term  Due within Due after Due after Due after Total % of total
(gross balances) - term to expired one year one year twoyears more than book
maturity (still open) and before and before five years
twoyears five years
£m £m £m £m £m £m %
2025 927 201.3 309.9 1,406.9 38,864.8 40,875.6 92
2024 117.6 1514 299.8 1,357.0 36,518.0 38,4438 91

31




THE MORTGAGE WORKS (UK) PLC

Notes to the financial statements for the year ended 31 March 2025 (continued)
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Credit risk (continued)

Interest only mortgages (continued)

Interest only loans that are term expired (still open) are not considered to be past due where contractual interest
payments continue to be met, pending renegotiation of the facility. These loans are, however, treated as credit impaired
and form part of the stage 3 balance from three months after the maturity date.

The Company remains open to new interest only buy to let lending under standard terms. There is a risk that a proportion
of interest only mortgages will not be redeemed at their contractual maturity date, because a borrower does not have a
means of capital repayment or has been unable to refinance the loan. Interest only loans which are judged to have a
significantly increased risk of inability to refinance at maturity are transferred to stage 2. The ability of a borrower to
refinance is calculated using current lending criteria which considers LTV and affordability assessments. The impact of
recognising the risk of inability to refinance or repay at maturity is to increase provisions by £14.0 million (2024: £16.8
million).

Forbearance

The Company is committed to supporting customers facing financial difficulty by working with them to find a solution
through proactive arrears management and forbearance. The Company applies the European Banking Authority (EBA)
definition of forbearance. Further details of the Group’s forbearance activities can be found in the Risk report of the
Group’s Annual Report and Accounts.

The table below provides details of residential mortgages held at amortised cost subject to forbearance. Accounts that are
currently subject to concession are assessed as in either stage 2 or stage 3. Accounts are transferred back to stage 1or 2
only after being up to date and meeting contractual obligations for a period of 12 months:

Gross balances subject to forbearance

2025 2024

£m £m

Total forbearance 204.2 2222
Of which stage 2 54.3 435
Of which stage 3 140.0 1705
Impairment provisions on forborne loans 10.9 15.2
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Liquidity and funding risk

Liquidity risk is the risk that the Company is unable to meet its liabilities as they fall due and maintain customer and other
stakeholder confidence. Funding risk is the risk that the Company is unable to maintain diverse funding sources in
wholesale and retail markets and manage retail funding risk that can arise from excessive concentrations of higher risk
deposits.

The Company has minimal liquidity and funding risk provided that the Company’s parent, Nationwide Building Society,
continues to fund the Company’s activities in accordance with its current funding arrangements. Assurance as to the

continuance of these arrangements forms part of the going concern basis adopted in preparing the financial statements.

The Group manages liquidity and funding risks within a comprehensive risk framework which includes policies, strategy,

limit setting and monitoring, stress testing and robust governance controls. This framework ensures that the Group
maintains stable and diverse funding sources and a sufficient holding of high-quality liquid assets such that there is no
significant risk that liabilities cannot be met as they fall due.

Further details of the Group’s approach to liquidity and funding risk management are included in the Risk report of the
Group’s Annual Report and Accounts.

Residual maturity of financial assets and liabilities

The table below segments the carrying value of financial assets and financial liabilities into relevant maturity groupings
based on the contractual maturity date (residual maturity):

Residual maturity Due less than Due between Due between Due between Due after Total

one month one and three threeand one and five more than

(note i) months twelve years five years
months

2025 £m £m £m £m £m £m
Financial assets
Cash 48.7 - - - - 48.7
Loans and advances to 997 235 165.8 1,820.4 42,356.6 44,466.0
customers
Total financial assets 148.4 235 165.8 1,820.4 42,356.6 44,514.7
Financial liabilities
Amounts owed to parent 7344 1,906.0 9,239.4 28,944.0 608.0 41,4318
undertaking
Total financial liabilities 734.4 1,906.0 9,2394 28,944.0 608.0 41,431.8
Off-ba}'l'ance sheet commitments 12352 } ) } ) 12352
(note iii)
Net liquidity difference (1,821.2) (1,882.5) (9,073.6) (27,123.6) 41,748.6 1,847.7
Residual maturity Due lessthan Due between Due between  Due between Due after Total

one month one and three three and one and five more than

(note i) months twelve years five years
months

2024 £m £m £m £m £m £m
Financial assets
Cash 329 - - - - 329
Loans and advances to 1347 230 1323 1,7933 39,8256 41,9089
customers
Total financial assets 167.6 230 132.3 1,793.3 39,825.6 41,9418
Financial liabilities
Amounts owed to parent 684.9 11905 93157 27,0896 7323 39,0130
undertaking (note ii)
Total financial liabilities 684.9 1,190.5 9,315.7 27,089.6 732.3 39,013.0
Off-ba.\.l.ance sheet commitments 11907 ) ) ) ) 11907
(note iii)
Net liquidity difference (1,708.0) (1,167.5) (9,1834) (25,296.3) 39,0933 1,738.1

Notes:

i. Due less than one month includes amounts repayable on demand.
ii. Amounts have been restated as described in note 1.
iii. Off-balance sheet commitments include amounts payable on demand for unrecognised loan commitments.

The balance sheet structure and risks are managed and monitored at a Group level by the Assets and Liabilities Committee
(ALCO). The Group uses judgement and past behavioural performance of each asset and liability class to forecast likely

cash flow requirements.
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13 Risk management (continued)

Liquidity and funding risk (continued)

Financial liabilities — gross undiscounted contractual cash flows

The tables below provide an analysis of gross contractual cash flows. The totals differ from the analysis of residual maturity
as they include estimated future interest payments and are calculated using balances outstanding at the balance sheet

date, contractual maturities and appropriate forward looking interest rates.

Amounts are allocated to the relevant maturity band based on the timing of individual contractual cash flows.

Gross contractual cash flows Due less Due between Due between Due between Due after Total
than one one and three and one and more than
month three twelve five years five years
(note i) months months
2025 £m £m £m £m £m
Amounts due to parent undertaking 862.7 2,159.8 10,293.6 30,972.6 634.5 44,9232
Off-ba}!ance sheet commitments 12352 ) } } ) 12352
(note ii)
Gross contractual cash flows Due less Due between Due between Due between Due after Total
than one one and three and one and more than
month three twelve five five years
(note i) months months years
2024 £m £m £m £m £m
Amounts due to parent undertaking 804.1 1,427.8 10,3417 28,7822 7778 42,1336
Off-ba.l.lance sheet commitments 11907 ) ) ) ) 11907
(note ii)
Notes:

i.  Due less than one month includes amounts repayable on demand.
ii. Off-balance sheet commitments include amounts payable on demand for unrecognised loan commitments.

Market risk

Market risk is the risk that the net value of, or net income arising from, the Company’s assets and liabilities is impacted by
changes in market prices or rates.

Interest rate risk

The main market risk faced is interest rate risk. Interest rate risk is the risk of an adverse impact to market values or
income due to changes in market interest rates. Basis risk (risk associated with assets and liabilities repricing with
reference to differing interest rate benchmarks) and structural risk (risk associated with the impact of interest rate

movement on earnings and value due to the Company's reserves) are included under this broad interest rate risk category.

Interest rate risk is managed at a Group level. Further details of the Group's interest rate risk monitoring processes are
included in the Risk report of the Group's Annual Report and Accounts.
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14 Fair value of financial assets and liabilities measured at amortised cost

The following table summarises the carrying value and fair value of financial assets and liabilities presented on the

Company’s balance sheet at amortised cost.

Fair value of financial assets and liabilities measured at amortised cost Carrying Fair value
value (note i)
2025 £m £m
Financial assets
Loans and advances to customers 44.466.0 44,015.8
Financial liabilities
Amounts owed to parent undertaking 41,4318 41,431.8
Fair value of financial assets and liabilities measured at amortised cost Carrying Fair value
value (note i)
2024 £m £m
Financial assets
Loans and advances to customers 41,908.9 40,9089
Financial liabilities
Amounts owed to parent undertaking 39,013.0 39,013.0
Notes:

i. Allassets and liabilities are classified as level 3.
ii. The tables above exclude cash for which fair value approximates carrying value.

Loans and advances to customers

In arriving at the fair value of loans and advances to customers, the Company uses modelling techniques consistent with
those used by the Group. The estimates take into account expected future cash flows and future lifetime expected losses,
based on historic trends and discount rates appropriate to the loans, to reflect a hypothetical exit price value on an asset
by asset basis.

Amounts owed to parent undertaking

The estimated fair value of amounts owed to the parent undertaking approximates carrying value as the rate payable
resets biannually based on current market conditions.

15 Capital management

Capital comprises retained earnings and share capital.

Capital is managed on a Group basis. Further details about the Group’s capital position can be found in the Capital risk
section of the Risk report in its Annual Report and Accounts.

16 Parent undertaking and ultimate controlling entity

The Company is a wholly owned subsidiary of Nationwide Building Society, its immediate and ultimate parent and
controlling party, which is a building society incorporated and registered in England and Wales.

The results of The Mortgage Works (UK) PLC are included in the consolidated financial statements of Nationwide Building
Society, which is the parent undertaking of the smallest and largest group to consolidate these financial statements.

Nationwide Building Society is registered at Nationwide House, Pipers Way, Swindon, SN38 INW. The Group’s Annual
Report and Accounts can be obtained from this address or at nationwide.co.uk
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