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Group Overview

The Society is the 4t largest building society in the UK.
Group total assets of £16.0bn in 2014.
95 branches across the UK from Plymouth to Aberdeen.

Committed to mutuality — the Society’s heritage over its
162 year history continues to provide us with the focus on
supporting our members, generating sufficient profit to
maintain a strong balance sheet and take longer term
decisions to invest in the future development of the
business.

Over the past two years we have disposed of six, and
closed one subsidiary that are no longer strategically
important to the Group.

The Society has a number of remaining subsidiaries/non-
member businesses that deliver strong returns.

In June 2015, both Moody’s & Fitch upgraded the Society
to Baa2 and BBB+ respectively, with a stable outlook.

Ultimate parent, member owned

SKIPTON

BUILDING SOCIETY

Subsidiary, non member business
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Peer Group Comparison 2014

Skipton Yorkshire Coventry Principality

Group Profit Before Tax (Em) 181.6 188.2 201.8 87.9 64.2
Growth in Group Profit Before Tax 75.0% -5.6% 52.8% 36.9% 123.7%
Profit After Tax/Mean Assets? 0.80% 0.41% 0.53% 0.60% 0.58%
NIM 1.40% 1.52% 1.15% 1.58% 1.87%
Cost Income Ratio? 44.5% 59.0% 36.2% 33.0% 46.1%
Total Group Assets (£bn) 16.0 37.6 31.3 12.1 7.3
CET1 Ratio 16.2% 13.8% 25.4%3 15.6% 18.2%3
Leverage Ratio 6.0% 4.8% 3.9% 5.6% 5.0%
Net Savings Growth 11.7% 3.5% 9.8% 6.6% 0.7%
Net Lending Growth 11.2% 8.3% 11.8% 11.5% 3.6%
Market Share of Net Residential Lending 5.3% 11.5% 12.5% 4.7% 0.9%

Source: Skipton Building Society and Building Society Report and Accounts.
1 0On a continuing basis.
2 Coventry Cost Income ratio has been calculated using 2014 Report & Accounts. Skipton Cost Income ratio is based on M&S division only.

3 Internal Ratings Based Approach.
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Our Vision... Building a Better Society

“to provide a secure home for our customers’ savings, which allows the Society to lend to borrowers and support

home ownership”.

Our Customers

2014 performance

' Ensure we are attracting and retaining member Increased membership by 31k to 795k

£3.0bn gross mortgage advances

Enabling homeownership through prudent a

lendin
i pgnaenernesn B g oLl o)

annual growth rate of 11..

Our Proposition 2014 performance

stomer satisfaction

Put the customer at the heart of our business

ighest financial services provider for customer
experience”

Reached thir

Ensure we are treating customers fairly Only 16% of complaints changed by FOS

Offering highly competitive mortgage and savings products 804 ‘best-buy’ mentions

* Source: Nunwood
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Our Vision... Building a Better Society

Our People 2014 performance

e engagement

88% employe
"""m‘%\m\\\%\Mm‘m\M\\M\MHHH\M\MHM\N\\\M\M\M\\M\MMH\M\MWMW\\ umuu&wmss'ona‘te’ onal i Awarded GOld Status by anEStorS in Peopie

e ‘Times Top 100 best companies to work f

Fi ial h
Our Financial Strengt 2014 performance

Generate the necessary capital to enable the business to develop £181.6m Group PBT

Strong earnings from our Mortgages & Savings (M&S) division 1.40% Net Interest Margin

X - I
Maintain a manageable cost base to ensure the business is cost efficient 44.5%IM&SIcostincometatio

whilst investing for the future

0.65% M&S management expense ratio

Continually manage and monitor our arrears and credit risk management Arrears (3+ months) 1.31%

Hold a cost-effective, prudent mix of liquidity within our liquidity risk appetite

i i T
and regulatory requirements Core liquidity buffer 59% of liquidity balance

Hold sufficient levels of overall liquidity 18.4% of Shares, Deposits & Borrowings

Fund the majority of our mortgages through retail savings, in line with our

i 85.9% of Group retail funded
customer proposition

16.2% CET1 ratio*

6.0% leverage ratio*

Ensure the Group remains financially strong by having a strong capital base

* Fully loaded, CRD |V basis.
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Financial Results
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2014 Financial Highlights

2014 saw a new peak in membership, record profits and a further strengthening of our capital position.

Highlights include:

= Group underlying PBT increased by 79% to £151.1m (2013: £84.6m)" and the M&S division also increased
underlying PBT from continuing operations to £105.7m (2013: £57.7m).

= Group total assets increased by 10.3% to 16.0bn.

= Group NIM increased to 1.40% (2013: 1.01%).

= CET1 Ratio increased to 16.23% (2013: 14.24%).

= Leverage ratio amongst the best in the sector at 6.0% (2013: 5.6%).

= Group savings balances increased by £1.2bn to £11.4bn (2013: £10.2bn), an annual growth rate of 11.7% (2013:
8.8%).

= Group mortgage balances grew by £1.3bn to £12.7bn (2013: £11.4bn), an annual growth rate of 11.2% (2013:
9.2%), without changing our credit risk appetite.

= Improved Group asset quality with arrears (accounts 3+ months) falling to 1.31% (2013: 1.73%); Society only
residential arrears were 0.57% (2013: 0.67%).

= Average indexed LTV of residential mortgages fell to 50.3% (2013: 52.9%).

* Liquidity maintained at a prudent level of 18.4% (2013: 18.6%).

= Loan impairment provisions reduced to £13.3m (2013: £21.5m).

* Underlying Group PBT from continuing operations (prior to Financial Services Compensation Scheme (FSCS) charges, gains on the disposal of subsidiary, associate and equity share
investments and profits from discontinued operations). See Appendix for 2010-2014 Underlying Group PBT from continuing operations.
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Group Balance Sheet

= Group Total Assets increased by 10.3% to £16.0bn (2013: £14.5bn).

= Group CET1 ratio of 16.2% (2013: 14.2%).

Total Group Assets (Ebn)

= Leverage ratio of 6.0% (2013: 5.6%). .
16.0
2010 2011 2012 2013 2014 155
£m £m £m £m £m 15.0
Assets daee
14.0
Liguid Assets 3,380 3,021 2,532 2,381 2,594 s
Mortgages 9,815 | 10,253 | 10,594 | 11,517 | 12,837 13.0 El I
Other Assets 545 636 634 589 551 125 - ' '
Tot | A i 2010 2011 2012 2013 2014
otal Assets
Liabilities & Reserves Reserves (Em)
Shares 9,389 9,280 9,462 | 10,260 | 11,468
Wholesale Funding* 2,771 2,905 2,536 2,532 2,664 1100
Other Liabilities 442 581 602 541 586 1050
1000
Subscribed Capital 950
and Subordinated 317 323 320 219 192
Debt 900
850
Reserves 821 821 840 935 1,072

Total Liabilities &
REEIWES

13,740

13,910

13,760

Source: Skipton Building Society Annual Report & Accounts 2010-2014.
* Including Skipton International Limited.

Building a better Society
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Group Income Statement

=  Group Profit Before Tax increased by £78.0m to £181.6m (2013: £103.6m).
= Net Interest Margin increased to 1.40% from 1.01%.

= Mortgages & Savings division pre tax profits of £98.4m (2013: £51.5m).

2010 it 22 2013 2ol Group Profit Before Tax (Em)

£m £m £m £m £m
Net Interest Income 54.9 71.2 84.2 142.6 213.3 200
Total Income 372.2 386.8 432.1 543.8 617.6 =l

160

Admin Expenses (321.4) | (317.7) | (352.8) | (399.4) | (426.7) o

Impairment &

120
Provisions (11.6) | (38.4) | (44.0) | (41.7) | (34.0)
100
Profit from | | 80
Continuing 2
Operations 60
Profit from 401
Discontinued : (3.1) . 20 . I
Operations o . ‘ , .
Statutory PBT 27.6 36.1 2010 2011 2012 2013 2014
Source: Skipton Building Society Annual Report & Accounts 2010-2014. See Appendix for 2010-2014 Underlying Group PBT from continuing
operations.
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Group PBT by Division

= Underlying Group PBT from continuing operations was £151.1m (2013: £84.6m).!

= Mortgages & Savings performance relative to the Group has improved significantly, accounting for 70% of Group pre tax
underlying profits from continuing operations in 2014.

2010 2011 2012 2013 2014 Split of PBT by Division (Em)

£m £m £m £m £m
Mortgages &
SEIViEgéJ (7.4) i 2.2 ells S 0 ® Adjustments ® Investment Portfolio
= Financial Advice = Mortgage Services
E A M & Savi
Estate Agency 48.1 35.8 356 50.2 63.2 200 H Estate Agency ® Mortgages avings

Mortgage Services
(discontinued 0.1 (3.1) 0.8 0.9 24.8 150
operation in 2014)

Financial Advice 1.0 2.9 0.9 3.9 1.4 100

Investment Portfolio 3.4 1.3 (3.9) 20.5 5.2 50 |

Sundry including

interdivisional (5.9 (1.2) (0.7) (23.4) | (11.9) e | ' . '
adjustments?

; 2010 2011 2012 2013 2014
Profit Before Tax . . 36.1 50

Source: Skipton Building Society Annual Report & Accounts 2010-2014.

1 See Appendix for 2010-2014 Underlying Group PBT from continuing operations.
2 Sundry, including inter-divisional adjustments relate primarily to the elimination of intra-divisional trading, the write down of goodwill arising on consolidation relating to subsidiary
investments and the cost of the Connells management incentive scheme.
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Group Net Interest Margin

Group Net Interest Margin Recovery

£250 1 r 1.60%
1.40%
- 1.40%
£200 -
- 1.20%
- 0,
£150 | 1.00%
- 0.80%
£100 - 111 - 0.60%
94
- o8 0.36% 0.37%
- 0.40%
£50 -
- 0.20%
£0 . . . . . . T 0.00%
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
== Group NIl (Em) e=p==Group NIM (%)

Source: Skipton Building Society Annual Report & Accounts 2004-2014.

= Our financial strength has increased over 2013 and 2014, with a rise in profits within the core M&S division.

= 2014 saw Group NIM rise to its highest level since 1997, through strong prudent lending and the benefit of low retail funding
costs.

13
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Prudent Provisioning & Lower Losses

2010 2011 2012 2013 2014
£m £m £m £m £m
i I UEITE ROiies @1 14.8 30.0 12.3 215 12,2
loans and advances
Impairment losses on
debt securities and equity 0.1 - 4.0 1.2 3.3
share investments

Total impairment losses

14.9

30.0

16.3

22.7

2010* 2011* 2012* 2013* 2014

£m £m £m £m £m
Financial Services (3.4) 0.4 6.8 6.6 7.8
Compensation Scheme
Provision for the costs of 1.7 0.1 2.3 0.9 -
surplus properties
Commission clawbacks / - (0.2) 6.2 5.4 3.9
rebates”
Survey and valuation - 6.1 8.4 3.1 5.0
claims®
Customer compensation” - 2.1 3.7 1.7 0.2
Other provisions” (1.6) (0.2) 0.3 1.3 0.6

Total provisions charge

(3.3)

Source: Skipton Building Society Annual Report & Accounts 2010-2014.
* Restated for a change to the FSCS provision due to IFRIC 21 Levies.
" Note that no split of other provisions is available for 2010.

Building a better Society

The Group’s impairment charge on loans and
advances in 2014 was £13.3m, a fall of £8.2m
on 2013, driven by a fall in the number and
value of mortgages in arrears across all three
portfolios — Society, Amber Homeloans and
North Yorkshire Mortgages.

£5.7m was charged against our equity release
portfolio (which is closed to new business) in
2014 compared to £8.3m in 2013, following a
revision to our long term assumptions of house
prices and RPI.

Commercial impairment was £3.1m (2013:
£5.5m), again due to an improvement in arrears
levels.

2014 other provisions totalled £17.5m, £1.5m
below 2013 due mainly to a fall in customer
compensation provisions within the financial
advice division.
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Cost Control vs. Peer Group

Cost Income Ratio (Skipton*) Management Expense Ratio (Skipton*)

80%

70%

60%

50%

40%

30%

20%

10%

0%

1.00%

m2012 m2013 m2014 m2012 m2013 m2014

0.80%

0.60%

0.40%

0.20%

0.00%
Skipton Yorkshire Coventry Leeds Skipton Yorkshire Coventry Leeds

Source: Skipton Building Society and Building Society Report and Accounts.
Coventry Cost Income ratio has been calculated using 2014 Report & Accounts.
* Skipton ratios are based on M&S division only.

On a like-for-like basis the cost income ratio for the M&S division has reduced to 44.5% as NIM has continued to improve.

The 2014 management expense ratio for the M&S division has increased to 0.65%. The increase in our management
expense ratio over recent years reflects investment in delivering our strategic priorities, for example enhancing our digital
capabilities.

The Group cost income ratio and management expense ratio reduced to 70.7% and 2.80% respectively in 2014. This is
higher than our peers due to the structure of our Group, in particular and our ownership of a highly profitable yet cost intensive
estate agency business which is unique in the building society sector.

15
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Skipton Group’s Capital Strength

2014 saw a further strengthening of the Society’'s capital
position in the Prudential Group on a fully loaded CRD IV
basis:

Group CET1 Ratio (%)

18%
= CET1 ratio 16.23%.

= Total Capital ratio 16.99%.

16%

14%
= Over the year, Group capital increased by £142.5m to

£990.4m.

12%

10% -

8% - = The fully loaded leverage ratio increased to 6.0% (2013:

6% - 5.6%) by matching mortgage growth with profit generation.

= £10m subordinated notes were bought back in September
2014.

= The Society currently has £90m of PIBS and £95m of

4% -

2%

0% -

2011 2012 2013 2014

Subordinated Debt outstanding.

Source: Skipton Building Society Report & Accounts 2011-2014.
*2011 & 2012 are Core Tier 1 ratios at a full group level of consolidation.
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New Mortgage Lending

2014 Highlights

il

Gross mortgage lending increased by 23% to £3.0bn.

Net mortgage lending accounted for 5.3% of the growth in the UK residential mortgage market, compared to our 0.9% share of
UK residential mortgage balances.

19,512 homeowners helped to purchase or remortgage their properties.

2,946 first time buyers, 667 through participation in the Government’s Help to Buy equity loan scheme.

Average Indexed LTV for Society new lending was 73.6%.

95% of lending comes through our intermediary partners.

Risk Appetite

kipton International Ltd lends in the Channel Islan 0 UK expatriates purchasing buy-to-let propertie

S Mo % € markets a
\\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\H\HHH\HH\HH\HH (I, \\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\\H\\HHHHHH\HHH\HH

m\\mmVﬁm\\\\\\m\\m\IM\\\\\\\ﬁ\%m\m\M@\\W\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\HHHHHHHHHHHH

imum LTV on residential lending 90%.

n to income maximum reduced to 4. 75 times in O1 2015

* Greater than £1m requires senior management/Board approval

18
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Key Lending Indicators

Group Gross Mortgage Lending (Em)

Group Loans and Advances by Product Type

3,500

3,000

2,500

2,000

1,500

1,000

500

2007 2008 2009 2010 2011 2012 2013 2014

H Residential
= Buy-to-let

= Self Build

B Fast track

u Self Certified

Group Loans and Advances by Lending Type

Group Arrears (months in arrears)

2% 3% 19

m Residential (inc. BTL)
H Equity Release
= Commercial

u Other Lending

Arrears - Num of Accounts (%)

5.0% -
4.5% -
4.0% -
3.5% -
3.0% -
2.5%

2.0% o
1.5% - Btadad e~
5% - Ll

1.0% - Y
0.5% -
0.0%

o B B 0 B N N

S & W & RS &
Group 1+ MIA (%) Group 3+ MIA (%)

= e == SBS 1+ MIA = e = SBS 3+ MIA

Source: Skipton Building Society Report & Accounts 2007-2014.

Building a better Society
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Residential Portfolio

= Broad geographic spread of lending, reflects nationwide
branch franchise and national reach of intermediary
lending.

= No specific concentration across product type or loan-to-
value.

Geographical Well Diversified Portfolio*

Indexed LTV on Residential Loan Portfolio*

m<70%

= 70%-80%

= 80%-90%

56.1%

90%-100%

=>100%

770
f"{:}\ <
¢ Northem

Key
0% -4.9%
A% -9.9%
10% - 14.9%

Source: Skipton Building Society Report & Accounts
* Group lending excluding Commercial

Building a better Society
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Commercial Portfolio

= No new lending since November 2008.

= The portfolio continues to perform well with a total book size

of £382.1m (2013: £409.8m) and number of loans at 1,486 Geographical Well Diversified Portfolio
(2013: 1,583). -
= Largest class is commercial investment property (74% of ””’?‘”*“’ﬁr}
portfolio) with the remainder of the portfolio owner occupied. g 5‘5_- Ly
= Low concentration with only 1 loan with a balance greater 8 L?‘ll% /_;‘*rzﬁ R
than £5m (£6.5m balance). '? ﬁ“.é‘-{%‘f = :
A el
= Just 8 cases (0.54%) were 3+ months in arrears at .FF "“’_‘i%
December 2014 (2013: 16). o *ﬁZL
. . F g al e,
Commercial Arrears (months in arrears) ,;;;_}‘,5‘;‘“3;’;’*& =
~ IO Stiluga;‘ond
-~ & f .59 -

4.0% -

3.5% -

3.0% -

2.5%

1.5% -

Arrears - Num of Accounts (%)

1.0% - _ﬁales 29
ok
0.5% - -

%uid_;::ds}

e

22.8%

] . 7\%
2.0% A
) /‘7 (-? T7.1%

South

t Hldlands

N

}, EastAngll:f‘

. ]
W% i

East
................................. -1 19.7% v 1,/
AL L SIS Y G . g\ :
@’b 5\) %QQ OQ; @’b 5\) Q,Q’Q 00 @’b 5\) %QQ Q® {v/_%’j Channel
1+ MIA (%) =3+ MIA (%) s dav Islands 0%
Source: Skipton Building Society Report & Accounts
21
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Liquidity

= We hold sufficient liquidity to meet all our internal and external
regulatory minimum levels of liquidity and new Liquidity Coverage
Ratio requirements.

= As at 31 December 2014, liquidity as a percentage of SDL’s stood
at 18.4%.

= We maintain a diverse mix of high quality Buffer and Non-Buffer
assets, liquidity tested regularly with various counterparties and
instruments.

= Substantially reduced risk and no longer hold any CMBS or Non-
Prime RMBS.

= Contingent liquidity pre-positioned with Bank of England in form of
mortgage assets.

Source: Skipton Building Society Annual Report & Accounts 2014 ; using Face
Values as at 31 December 2014

Buffer Liquidity (£2,165m)

FRB
5%

Bank
Deposits

49%
FLS
Treasury
Bills
30%

Non-Buffer Liquidity (£628m)

Certificates

Covered
Bonds

of Deposit 7%
37%

Bank
Deposits
4%

Building a better Society
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Retail Funding

= In 2014, Group retail funding increased to 86%.

= Retail savings balances up 11.7%.

= Launched a number of savings products to reward our
loyal members.

= Extended the duration of our retail book, taking advantage
of longer term funding at cheaper rates.

Member Savings Balances (Em)

14,000

12,000

10,000

8,000

6,000

4,000

2,000

10,246
9,366 9,231 9,420 I
2010 2011 2012 2013

11,442

2014

Funding Profile (%)

Average Duration of Fixed Rate Savings Balances (yrs)

100% -

90% - 17.6% = 19.8% = 16.9% = 15.4% = 14.2% 2.00 -
80% - 1.80
3 E E E B NIE _~
‘AR EEN o
40% | PRAT) 80.2% 83.1% 84.6% 85.8% 1.20 \
30% - = = = = 1.00 \/
20% A
s | L || L || 0.80
s | L . L . oo | | | |
2010 2011 2012 2013 2014 2010 2011 2012 2013 2014
= Wholesale Funding H Retail Funding
Source: Skipton Building Society Annual Report & Accounts 2010-2014
24
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Wholesale Funding

= Successfully completed three RMBS transactions, using
prime Society mortgages under the “Darrowby” programme.

= Accessed the FLS, £855m drawn as at March 2015.

= The Society plans a steady repayment of FLS and there are
no significant wholesale funding maturities.

= Strategic desire to diversify our wholesale funding and
return to the senior unsecured market, having updated our
EMTN programme in April 2015.

Wholesale Funding (Em)

B Secured

B Unsecured

Unsecured Funding (Em)

Secured Funding (Em)

B Deposits

u Certificates of
Deposits

Source: Skipton Building Society Annual Report & Accounts

® Repo and other
secured agreements

B Securitisation
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Connells Group — Overview

2010 2011 2012 2013 2014
£m £m £m £m £m
Core Estate Agency 37.4 30.9 31.7 39.1 42.7
Survey & Valuation 3.1 (1.5) (2.2) 1.7 5.9
Asset Management 6.9 6.2 6.9 6.0 4.2
Other 0.8 0.2 (0.8) 3.4 10.4
Total 48.1 35.8 35.6 50.2 63.2

Source: Connells Limited Annual Report & Accounts 2010-2014.

Connells is one of the UK’s largest estate agencies with a * Asset management is a natural hedge to the remainder of the

branch network of 520. business and will naturally see profits fall slightly as the market
improves, but still remain a meaningful contributor to the

Its core business is selling houses however it also sells Connells group.

related financial services products (mortgages, insurance,

protection etc), has a survey and valuation operation, a * Connells has held an investment in Zoopla since 2012. 2014

lettings operation and an asset management business. results include £10.1m arising from the part disposal of Zoopla

shares.

Second hand house sales in 2014 increased by 11% despite

the market cooling in the second half of the year. = In July 2014 Connells acquired Peter Alan, Estate Agent based
in Wales.

Income from survey and valuation increased by 26%; from

lettings increased by 26%; and from financial services * Connells has a history of identifying new trends and

increased by 2% in 2014. approaches, from early adoption of cross-selling (mortgages,
conveyancing etc.) to being involved from the start with
Rightmove.

27
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Connells Group — Profitability

Connells PBT Through The Crisis vs. Average Weekly Second Hand Sales

80

70

60

50

£m

40

30

20

10

2006* 2007* 2008* 2009 2010 2011 2012 2013

mmm= Connells PBT (LHS) e Connells Average Weekly Second Hand Sales (RHS)

2014

1400

- 1200

- 1000

- 800

- 600

- 400

- 200

Sales

Source: Connells Limited, *Excludes profits on sale of Rightmove (2006: £16m; 2007: £36m; 2008: £22m)

= Throughout the crisis Connells remained profitable (in comparison to its immediate peers) despite H2 2008 recording an all time low

of 527 average sales per week. Annual profit for the year was £14m.

= This was achieved through early strict cost cutting regimes, proving the business can sustainably support and benefit the wider
Group even in a severe housing market downturn. The business has detailed knowledge and understanding of business volume

break-even points for the Connells Group as a whole and its Estate Agency operations.

28
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Summary

= In 2014 the Society achieved:

= A peak in membership;

Record underlying Group profits;
Strong capital position;
One of the highest leverage ratios in the sector;

Double digit growth in both mortgages and
savings without changing our prudent credit risk

appetite; and

Continued improvements in asset quality.

= Upgraded this month by Moody's and Fitch (second

upgrade by both agencies in the last nine months).

= Strategic ambition to diversify wholesale funding,

building on established presence in the RMBS market.

= £2 billion EMTN programme updated.

Building a better Society
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Contacts

David Cutter Anthony Chapman

Group Chief Executive Group Treasurer

E-mail - david.cutter@skipton.co.uk E-mail - anthony.chapman@skipton.co.uk
Tel - 01756 705509 Tel - 01756 694686

Bobby Ndawula Jeremy Helme

Group Finance Director Head of Capital Markets

E-mail - bobby.ndawula@skipton.co.uk E-mail - jeremy.helme@skipton.co.uk
Tel - 01756 705271 Tel - 01756 705978

Useful links

Main Website:- skipton.co.uk

Investor Presentation:- skipton.co.uk/investorrelations

Financial Results:- skipton.co.uk/about-us/financial-results

Funding Programmes:- skipton.co.uk/investorrelations/wholesalefundingprogrammes
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Lending Policy

In order to be accepted for a mortgage the customer has to pass each of the following:

1) Application scorecard
2) Affordability Assessment:

a) For residential lending, evidence is required of acceptable income (100% of basic / guaranteed income and 50% of

variable income)

b) For Buy-to-Let, rental income must cover the mortgage payment by 125% of the stressed interest rate (6%). Any
background buy-to-let properties are also stressed at this rate.

3) Lending policy:

Criteria
Maximum loan size (non-First Time Buyers)

Lending Policy

£500k (at 90% LTV)
£500-£750K (at 80% LTV)
£750 — £1m (at 75% LTV) - Loans greater than £1m require senior management / Board approval

Maximum loan size (First Time Buyers)

£500k

Maximum loan size (Interest Only)

£500k

Maximum Loan to Value (LTV)

Capital & Interest: 90%
Interest only: 70%
Where there is an element of debt consolidation the LTV is limited to a maximum of 75%

Interest Only

Residential
Lending Policy

Not available to First Time Buyers

Affordability assessment calculated on a Capital &Interest repayment basis

Acceptable repayment strategies are limited to ‘Equity in another property in the UK’,
‘UK shares and bonds held as investment’ and ‘Cash savings in a UK deposit account’

Lending into retirement

Evidenced pension income is assessed if the borrower will be 70 or over, or the planned retirement
age is before, the end of the mortgage term
Maximum age: 75

Contract variation

The following post completion changes are considered to have a material impact on affordability and
therefore an affordability assessment is conducted in all cases:

- term extension

- changing from interest only to repayment (and vice versa)

- addition or removal of customer

- consent to let

- product switches (depending on circumstances)

Maximum loan size

£750k

Buy-to-Let Maximum LTV

75%

Minimum Income

£20k per annum

Lending Policy

Portfolio Size

A maximum of 5 properties with the Society and a maximum portfolio size of 10 properties (£1.5m
portfolio size)

Building a better Society
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Underlying Group PBT from Continuing Operations

2014
£m

Total Group profit before tax 181.6
Less profit before tax from discontinued operation (0.2)
Less profit on disposal of discontinued operation (24.7)
Less profit on disposal of subsidiary undertakings (1.12)
Less profit on part disposal of associate and equity share investments (12.4)
Add back FSCS levy 7.8

Underlying Group profit before tax from continuing operations

Underlying Profit Before Tax from Continuing Operations (Em)

160 151.1

140 -
120 -
100 -
80 -
60 -
40 -

20

2010 2011 2012 2013 2014
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Disclaimer

This document has been prepared by Skipton Building Society (the "Society") for information purposes only. The Society relies on information obtained from
sources believed to be reliable but does not make any representation as to its accuracy or completeness.

This document is strictly confidential, shall not constitute an offer to sell, or the solicitation of an offer to buy, any securities, is solely for informational purposes
and may not be reproduced or passed on to any third party and in particular, to any U.S. Person (as defined below) or to any U.S. address. No representation
or warranty expressed or implied is made and no reliance should be placed on the fairness, accuracy, completeness, correctness, sufficiency or usefulness of
the information or opinions contained herein. Information sourced from third parties contained in this presentation has been accurately reproduced (and is
clearly sourced where it appears in this document) and, as far as the Society is aware and is able to ascertain from information published by that third party,
no facts have been omitted which would render the reproduced information inaccurate or misleading.

Any securities discussed herein (hereinafter referred to as the "Securities") will not be registered under the U.S. Securities Act of 1933 (the "Securities Act"),
as amended, or with any securities regulatory authority of any state or other jurisdiction of the United States. This document is being made available in the UK
to persons who are investment professionals as defined in Article 19 of the FSMA 2000 (Financial Promotion Order) 2005. Outside of the UK, it is directed at
persons who have professional experience in matters relating to investments of the kind described herein. In addition, the information contained herein is
directed exclusively at persons outside the United States who are not U.S. Persons (as defined in Regulation S of the Securities Act) (U.S. Persons) or acting
for the account or benefit of a U.S. Person in offshore transactions in reliance on Regulation S and in accordance with applicable laws.

This document is not being distributed to, and must not be passed on to, the general public in the United Kingdom. Rather, the communication of this
document as a financial promotion is only being made to those persons falling within Article 12, Article 19(5) or Article 49 of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005, or to other persons to whom this document may otherwise be distributed without contravention of section
21 of the Financial Services and Markets Act 2000, or any person to whom it may otherwise lawfully be made. This communication is being directed only at
persons having professional experience in matters relating to investments and any investment or investment activity to which this communication relates will
be engaged in only with such persons. NO OTHER PERSON SHOULD RELY ON IT. This document is not intended for distribution to and must not be passed
on to any retail client.

This presentation may include "forward-looking statements”. Such statements contain the words "anticipate”, "believe”, "intend”, "estimate”, "expect”, "will",
"may"”, "project”, "plan” and words of similar meaning. All statements included in this presentation other than statements of historical facts, including, without
limitation, those regarding financial position, business strategy, plans and objectives of management for future operations (including development plans and
objectives) are forward-looking statements. Such forward-looking statements involve known and unknown risks, uncertainties and other important factors that
could cause actual results, performance or achievements to be materially different from future results, performance or achievements expressed or implied by
such forward-looking statements. Such forward-looking statements are based on numerous assumptions regarding present and future business strategies and
the relevant future business environment. These forward-looking statements speak only as of the date of this presentation and the Society expressly disclaims
to the fullest extent permitted by law any obligation or undertaking to disseminate any updates or revisions to any forward-looking statements contained herein
to reflect any change in expectations with regard thereto or any change in events, conditions or circumstances on which any such statement is based. Nothing

in the foregoing is intended to or shall exclude any liability for, or remedy in respect of, fraudulent misrepresentation.
This presentation is subject to, and each reader is directed, to the section entitled ‘risk factors’ in the prospectus.

Skipton Building Society is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation
Authority.
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