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ABBEY NATIONAL UK INVESTMENTS

REPORT OF THE DIRECTORS
The directors submit their report together with the accaunts for the year ended 31 December 2007
Princapal Activity and Enhanced Business Review

The prinaipal activity of the Company 1s that of an investment company

The Company's primary source of income Is interest Income earned on recewvables made to related group entities The Company's
net interest iIncome has increased from the prior year due to an increase in recevables and interest rate nises This increase was
slightly offset by the commencement of interest charged on a payable owed to related group entities during the year Details of
the amounts owed to and by the Company are included n notes 5 and 6 Retained earnings have also increased in line with
current year profit attributable to equity holders

The Abbey National plc group manages its operations on a divisional basis  For this reason, the Company's directors believe that
further key performance indicators for the Company are not necessary or appropriate for an understanding of the development,
performance or position of the business The performances of the divisions of Abbey National plc, which include the Company,
are discussed 1n the group's Annual Report which does not form part of this Report

The purpose of this Report is to provide information to the members of the Company and as such 1t 15 only addressed to those
members The Report may contain certain forward-looking statements with respect to the operations, performance and financial
condition of the Company By ther nature, these statements involve inherent risks and uncertainties since future events,
orcumstances and other factors can cause results and developments to differ matenally fram the plans, objectives, expectations
and ntentions expressed in such forward-looking statements Members should consider this when relying on any forward-looking
statements The forward-looking statements reflect knowledge and information available at the date of preparation of this Report
and the Company undertakes no obligation to update any forward-looking statement during the year Nothing in this Report
should be construed as a profit forecast

The directors of the Company are considering further investment opportunities which may change the Company's role within the
Abbey National plc group of companies

Results and Dividend
The profit for the year on ordinary actiities after taxation amounted to £33,281,890 (2006 £25,739,658)

Non-cumulative dividends of £523 were approved on the srredeemable preference shares during 2007 (2006 £522) No special
dwidends have been paid on the irredeemable preference shares in 2007 (2006 £nil)

The Directors do not recommend the payment of a final dividend on ordinary shares (2006 £nil)

Directors

The directors who served throughout the year, except as noted, were
D M Green

S P Coles

J L wright {resigned on 31 May 2007}

) F O’'Mahoney

Finanaal Instruments

The Company's risks are managed on a group leve! byits UK parent company, Abbey National plc

The financial nsk management objectives of and policies of the Company and the exposure of the Company to credit nisk, iquidity
risk and market risk are outhned in note 2 of the finanaal statements.
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ABBEY NATIONAL UK INVESTMENTS

REPORT OF THE DIRECTORS (continued)

Statement of Directors’ Responsibilities

The directors are responsible for preparing the Annual Report and the 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
elected to prepare the financial statements in accordance with International Financial Reporting Standards (IFRSs) as adopted by
the European Union The finanaial statements are required by law to be properly prepared in accordance with IFRSs as adopted by
the European Union and the Companies Act 1985

International Accounting Standard 1 requires that financial statements present fawrly for each financial year the company's financial
position, financial performance and cash flows This requires the faithful representation of the effects of transactions, other events
and conditions in accordance with the definitions and recognition critena for assets, liabiltties, ncome and expenses set out In the
International Accounting Standards Board's ‘Framework for the preparation and presentation of financial statements’ In virtually
all circumstances, a fair presentation will be achieved by compliance with all applicable IFRSs  However, directors are also required
to

. properly select and apply accounting policies,

. present Information, including accounting policies, N a manner that provides relevant, rehable, comparable and
understandable information,

) provide additional disclosures when comphance with the specific requirements in 1FRSs are insufficent to enable users to

understand the impact of particular transactions, other events and ¢conditions on the entity's financial position and financial
performance, and

. make an assessment of the Company's ability to continue as a going concern

The directors are responsible for keeping proper accounting records that 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 1985
They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention
and detectton of fraud and other irregularities

Third Party Indemnities

During 2006, Abbey National pic applied the pravisions of the Comparues (Audit, Investigations and Community Enterprise) Act
2004 to provide enhanced indemnities to the directors of the Company against hiabilities and associated costs which they could
incur 1n the course of therr duties to the Company The indemnities remain In force as at the date of this Annual Report &
Accounts A copy of each of the indemnities 1s kept at the registered office address of Abbey National pic

Payment Policy

It 1s the Company’s policy to ensure payments are made in accordance with the terms and conditions agreed, except where the
supplier fails to comply with those terms and conditions

The Company's practice on payment of creditors has been quantified under the terms of the Companies Act 1985 (Directors’
Report) (Statement Payment Practice) Regulations 1997 Payables of £36,045,724 (2006 £35,920,208) are amounts due to group
entities The payable of £11,048,648 1s due within 30 days and the remaining balance 1s repayable on demand

Environment

The Abbey National plc group recognises the importance of its environmental responsibilities, monitors its impact on the
environment, and designs and implements policies to reduce any damage that might be caused by the group's activities  The
Company operates in accordance with group policies, which are described in the group’s Annual Report which does not form part
of this Report Initiatives designed to minimise the Company's impact on the environment include safe disposal of waste, recycling
and reducing energy consumption




ABBEY NATIONAL UK INVESTMENTS

REPORT OF THE DIRECTORS (continued)

Auditors

In the case of each of the persons who are directors of the Company at the date when this report was approved

. so far as each of the directors s aware, there i1s no relevant audit information {(as defined m s234ZA of the Companies Act
1985) of which the Company’s auditors are unaware, and
. each of the directors has taken all steps that he ought to have taken as director to make himself aware of any relevant

audit information (as defined In s234ZA of the Companies Act 1985} and to establish that the Company’s auditors are
aware of that information

In accordance with Sectton 485 and 487 of the Compantes Act 2006, Deloitte & Touche LLP are deemed to have been re-
apponted as auditors of the Company

=._h

By Order of the Board

for and on behalf of
Abbey National Secretariat Services Limited
Secretary

8" February 2008

Registered Office
Abbey National House
2 Triton Square
Regent’s Place
London

NW1 3AN




ABBEY NATIONAL UK INVESTMENTS

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF ABBEY NATIONAL UK INVESTMENTS

We have audited the financial statements of Abbey National UK Investments for the year ended 31 December 2007 which
comprise the Income Statement, the Statement of Recognised Income and Expense, the Cash Flow Statement, the Balance Sheet,
and the related notes 1 to 14 These financial statements have been prepared under the accounting policies set out therein

This report 1s made solely to the company’s members, as a body, in accordance with section 235 of the Companies Act 1985 Our
audit work has been undertaken so that we might state to the company's members those matiers we are required to state to them
in an auditors’ 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

Respective responsibilities of directors and auditors

The directors' responsibilities for preparing the Annual Report and the financial statements in accordance with apphcable law and
International Financial Reporting Standards (IFRSs) as adopted by the European Union are set out in the Statement of Directors'
Responsibilities

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and lreland)

We report to you our opinion as to whether the financial statements give a true and far view and are properly prepared In
accordance with the Companies Act 1985 We also report to you whether in our opinion the information given in the Diectors’

Report 1s consistent with the financial statements

In addition we report to you if, in our opinion, the company has not kept proper accounting records, if we have not receved all
the information and explanations we require for our audit, or if information specified by law regarding directors’ remuneration
and other transactions 1s not disclosed

We read the other information contained in the Annual Report and consider whether 1t 1s consistent with the audited financial
statements We consider the implications for our report if we become aware of any apparent misstatements or matenal
inconsistencies with the financial statements Our responsibilities do not extend to any further information outside the Annual
Report

Basis of audit opinion

We conducted our audit In accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Auditing Practices
Board An audit includes examination, on a test bass, of evidence relevant to the amounts and disclosures in the financial
statements It also includes an assessment of the significant estimates and judgments made by the directors in the preparation of
the financial statements, and of whether the accounting policies are appropriate to the company's circumstances, consistently
apphed and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order
to provide us with sufficent evidence to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or other irregulanty or error In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements

Opmion
In our opinion

() the financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Unien, of the
state of the company's affairs as at 31 December 2007 and of its profit for the year then ended,

. the financial statements have been properly prepared in accordance with the Companies Act 1985, and

. the information given in the Directors’ Report 1s consistent with the financial statements

Separate opinion In relation to IFRSs

As explained 1n Note 1 to the financial statements, the company in addition to complying with IFRSs as adopted by the European
Union, has also camphed with the IFRSs as 1ssued by the International Accounting Standards Board

In our opinion the financial statements give a true and fair view, In accordance with IFRSs, of the state of the company's affaurs as
at 31 December 2007 and of its profit for the year then ended

W Aot TIetcte (7

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
London, United Kingdom

8™ February 2008




ABBEY NATIONAL UK INVESTMENTS

FINANCIAL STATEMENTS
For the year ended 31 December 2007

lncome Statement
For the year ended 31 December 2007

Notes 2007 2006
Continuing operations £ £
Interest Income 47,674,091 36,828,923
Interest expense {127,485) -
Finance cost {523) (522)
Other operating expenses (79) 97)
Profit before tax R . N 3 B ; 4_7,546,004 36,82_8,304
Tax 4 (14,264,114) (11,088,646)
Net profit attributable to equity holders of the parent 33,281,890 25,739,658
All actwities of the Company are classified as continuing
Statement of Recognised Income and Expense
For the year ended 31 December 2007
2007 2006
£ £
Profit for the year 33,281,850 25,739,658
Total recognised income and expense for the year 33,281,890 25,739,658
Attnbutable to equity holders of the parent 33,281,890 25,739,658
Cash Flow Statement
For the year ended 31 December 2007
Notes 2007 2006
£ £
Net cash flows used in operating activities 11 (33,436) (98)
Net cash flows from investing activities
_Fl_ng_nmglrlg activities - -
Dividends paid — preference shares (522} {502)
Net cash flows used in financing activities (522) {502}
Net dgcrefsg_m cash and cash equivalents {33,958} {600}
Cash and cash equivalents at beginning of the year 33,616 34,216
Cash and cash equivalents at end of the year {342) 33,616




ABBEY NATIONAL UK INVESTMENTS

FINANCIAL STATEMENTS
For the year ended 31 December 2007

Balance Sheet
At 31 December 2007

Notes 2007 2006
|3 £

Current Assets . . L _ . .
Cash and cash equivalents - 33616
Recelvables 5 837,828,609 797,178,288
Total assets 837,828,609 797,211,904
Current habihties i
Cash and cash equivalents _ _ ) 342y _ _ _ ; )
Tax habilities (1,208,957) -
Payables 6 (42,045 724) (35,920,208)
Total current habilities {43,255,023) (35.920,208)
Non-current habihities
Other borrowed funds 7 (10,580) (10,580)
Total non-current llabilities (10,580} (10,580)
Total habilities {43,265,603) (35,930,788)
Net current assets 794 573,586 761,291,656
Net assets 794,563,006 761,281,116
Equity oo L. .
Share capital 8 606,212,415 606,212,415
Other non-distnbutable reserve g 104,469,552 104,469,552
Retained earnings 10 83,881,039 50,599 149
Total equity attributable to equity holders of the parent 794,563,006 761,281,116

The financial statements were approved by the board of directors and authorised for 1ssue on 8™ February 2008

They were signed on its behalf by S .

Director
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ABBEY NATIONAL UK INVESTMENTS

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2007

1 Accounting Policies

The principal accounting policies adopted in the preparation of the financial statements are set out below These policies have
been consistently applied to all the years presented, unless otherwise stated

Basis of preparation

The financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”) as adopted
for use n the European Union that are effective or available for early adoption at the company’s reporting date The Company,
in addition to complying with its legal obligation to comply with IFRSs as adopted for use in the European Union, has also
complied with the IFRSs as tssued by the International Accounting Standards Board The financial statements have been prepared
under the historical cost convention

In 2007, the Company adopted the following new or revised IFRS

s The amendments to IAS 1 "Capital Management” which requires that certain disclosures are made regarding the entity’s
ohjectives, policies and processes for managing capital The Company’s ¢apiial management disclosures may be found in
note 13 to the accounts

Interest

Interest income on financial assets that are dassified as loans and recevables and interest expense on financial liabilities 15
determined using the effective interest rate method The effective interest rate 1s the rate that exactly discounts the estimated
future cash payments or receipts over the expected life of the instrument or, when appropriate, a shorter penod, to the net
carrying amount of the financial asset or finanoial labality  When calculating the effective interest rate, the future cash flows are
estmated after considering all the contractual terms of the instrument but not future credit losses  The calculation includes all
amounts paid or receved by the Company that are an Integral part of the overall return, direct incremental transaction costs
related to the acqusiiion, 1ssue or disposal of a financial instrument and all other premiums or discounts

Financial assets

The Company classiftes its financial assets as loans and receivables Management determines the classification of its investments
at intial recognition  Loans and recewvables are non-denvatve financial assets with fixed or determinable payments and which
are not classified as available for sale They arise when the entity provides money or services directly to a customer with no
intention of trading the loan Loans and recewvables are inmally recognised at fair value including direct and incremental
transaction costs They are subsequently valued at amortised cost, using the effective interest method  They are derecognised
when the nights to recewve cash flows have expired or the Company has transferred substantially all of the nisks and rewards of
ownership

At each balance sheet date, the Company assess whether, as a result of one or more events occurning after initial recognition,
there 15 objective evidence that a financial asset or group of financial assets classified as available for sale or loans and recewvables
have become impaired Evidence of impairment may include indications that the borrower or group of borrowers have defaulted
or are expenencing significant financial difficulty

Financral habilities

Financial habilities are intially recogrised when the entity becomes contractually bound to transfer economic benefits in the
future and are measured at amortised cost Financial habilities are only derecognised once the liability has been extinguished A
Lability 15 only extinguished when either the hability 1s discharged by payment, or there 1s a legal release (by law or by the
creditor)

Barrowings

Preference shares, which carry a mandatory coupon, or are redeemable on a specified date, or at the option of the shareholder,
are classified as financial liabiities and are presented in other borrowed funds The dwidends on these preference shares are
recogrused in the Income statement as interest expense oh an amortised cost basis using the effective interest method
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ABBEY NATIONAL UK INVESTMENTS

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2007

1 Accounting Policies (continued)

Income taxes, iIncluding deferred income taxes

Income tax payable on profits, based on the applicable tax law n each junsdiction 1s recognised as an expense in the period in
which profits arise The tax effects of income tax losses available to carry forward are recognised as an asset when it is probable
that future taxable profits will be available, against which theselosses can be utilised

Deferred income tax is provided in full, using the hability method, on temporary differences ansing between the tax bases of
assets and lLabilities and therr carrying amounts in the financial statements Currently enacted tax rates are used n the
determination of deferred income tax

Defarred and current tax assets and habilities are only offset when they anse in the same tax reporting group and where there i1s
both the legal nght and the intention to settle on a net basis orto realise the asset and settle the liability simultaneously

Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise balances with less than three months maturity
from the date of acquisition, including cash and non restricted balances with central banks, treasury bills and other eligible bills,
loans and advances to banks, amounts due from other banks and short term investments in securities

Share capital

Incremental external costs directly attributable to the issue of new shares, other than on a business combination, are deducted
from equity net of any related income taxes

Dividends

Dwdends on ordinary shares are recogrised in equity in the penod in which they are declared

2 Financal nsk management

The Company’s risk management focuses on the major areas of credit risk, hquidity nsk and market nsk  Risk management 1s
carried out by the central risk management function of the Abbey Group Abbey's Risk Framework ensures that risk Is managed
and controlled on behalf of shareholders, customers, depositors, employees and the Abbey Group's regulators  Effective and
efficient risk governance and oversight provide management with assurance that the Abbey Group's business actwities will not
be adversely impacted by risks that could have been reasonably foreseen This in turn reduces the uncertainty of achieving the
Abbey Group's strategic objectives Authority flows from the Abbey National plc Board to the Chief Executive Officer and from
him to his direct reports  Delegation of authonty 1s to indwiduals  Formal standing committees are mantained for effective
management of oversight

The Abbey Group has three tiers of sk governance

The first 1s provided by the Abbey Board which approves Abbey's Risk Appetite for each of the risks below, in consultation with
Santander as appropnate, and approves the strategy for managing risk and is responsible for the Abbey Group's system of
internal control  Within this tier, there 1s a process for transaction review and approval within certain thresholds, discharged by
the Risk Approval Committee Transactions reviewed which exceed the threshold limuts set are subject to prior review by
Santander Risk before final approval by the Risk Appraval Committee

The second compnses the Abbey Board and 1s supported by the Risk Dvision  The role of the Chief Risk Officers and Risk
Dision include development of risk measurement methodologies, nisk approval, risk monitoring, risk reporting and escalation of
nisk 1ssues 1 line with the relevant risk policies for all nisks in the Abbey Group The Abbey Group’s central nisk function provides
services 1o the Company, monitors and manages the financial nsks relating to the operations of the Company through internal
risk reports which ensure comphance with Group policies and limits, including risk policies, imits and parameters, an approval
process relating to transactions that exceed local limits and the systematic review of exposures to large clients, sectors,
geographical areas and different nisk types

The third tier comprises Risk Assurance, who provide independent objective assurance on the effectiveness of the management
and contro! of risk across all of the Abbey Group This 1s provided through the Non-Executive Directors, Internal Audit function
and the Audit and Risk Committee
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ABBEY NATIONAL UK INVESTMENTS

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2007

2 Financial risk management {continued)
Credit risk

Credit risk 15 the risk that counterparties will not meet ther financial obligations and may result in the Company losing the
principal amount lent, the interest accrued and any unrealised gains, less any secunity held It occurs in intercompany assets held
by the Company

Maximum exposure to credit nisk without taking into account collateral or credit enhancements can be found in note 5 to the
financial statements

Liquidity risk

Liquidity nsk 1s the potential that, although remaining solvent, the Company does not have sufficient iquid financial resources to
enable It to meet 1ts obligations as they fall due, or can secure them only at excessive cost

[Include a description of how the company manages liquidity, examples below, one for a company with sufficient assets to meet
its obligations and the second for an insolvent company]

The Company manages hquidity risk by mantaining sufficient hquid resources to ensure it can meet its obligations as they fall
due

Maturities of financial liatxlities can be found in note 6 to the financial statements
Market nsk

Market risk is the potential for loss of ncome or decrease in the value of net assets caused by movements in the levels and prices
of financial Instruments  The majonty of market nsk arises as a result ofinterest rates The Company’s Income 1s exposed to
movements in the LIBOR interest rate on recevables relating to amounts due by group companies

Sensitivity analysis

A 50 basis point adverse movement in interest rates would resut in a reduction in operating profit of £444,795 (2006 £389,382
and a corresponding reduction In net assets. A 50 basis point positive movement in interest rates would result in an increase In
operating profit of £372,728 (2006 £389,382) and a corresponding increase 1n net assets

3 Profit from operations

No directors were remunerated for thewr services to the Company Directors’ emoluments are borne its UK parent company,
Abbey Natronal plc No emoluments were paid by the Company to the directors during the year (2006 £nil)

The Company had no employees in the current or previous financial year
The audit fee for the current and prior year has been paid on the Company’s behalf by its UK parent company, Abbey National

ple, n accordance with company policy and no recharge has been made The audit fee for the current year 1s £6,500 (2006
£15,000)
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ABBEY NATIONAL UK INVESTMENTS

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2007

4 Tax

2007 2006
£ £

Current tax

UK corporation tax current year . _ o o } (14,263,958) _ __{11,048,491)
Adjustment In respect of pnor penods (156) (40,155}
(14,264,114) (11,088,646)
Caorporation tax 15 calculated at 30% (2006 30%)} of the estmated assessable profit for the year
The charge for the year can be reconcled to the profit per the income statement as follows
2007 2006
£ £
Profit before tax 47,546,004 36,828,304
Tax at the UK corporation tax rate of 30% (2006 30%) T {(14,263,801) 7 {11,048,497)
Non-deductible expenses (157) .
Adjustment n respect of prior periods {156) {40,155}
Tax expense for the year {14 264,114) {11,088,646)
5 Recewvables
2007 2006
£ £
Amounts due by group companies 837,828,609 797,178,288

The directors consider that the carrying amount of recevables approxmatesto their fair value

Amounts due by group companies are repayable on demand Interest 1s charged daily at LIBOR and capitalised to the loan
balance on a monthly basis (2006 - 4 84% floating interest rate)

6 Payables
2007 2006
£ £
Amounts due to group companies . . (36,045,724) (24871717}
Amounts due to group ¢companies in respect of group rehef (6,000,000) (11,048,491}
{42,045,724) {35,920,208)

The directors consider that the carrying amount of payables approximates to therr farr value

The amounts due to group companies of £11,048,648 have a short term maturity of 1 month and bear a fixed interest rate of
6 27% The remaining balance of £24,997,076 1s norrinterest bearing and 15 repayable on demand
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ABBEY NATIONAL UK INVESTMENTS

NOTES TQ THE FINANCIAL STATEMENTS
For the year ended 31 December 2007

7 Other borrowed funds

2007 2006

£ £

Preference Shares (10,448) (10,448}
Preference Shares — accrued non-cumulative dividend (132) (132}
(10,580) (10,580}

Preference Shares

On 14 October 2005 1,044,800 iredeemable preference shares were issued at a nominal value of £0 01 each and a share
premium of £99 99 each Under the terms of the preference shares, the holder 1s entitied to special dividends and to a 5%
annualised non-cumulative dividend which accrues on a daily basis

Non-cumulative dvidends of £523 were approved during 2007 {2006 £522)

2007 2006
Amount Date approved Date paid Amount Date approved Date paid
£129 14 March 2007 2 Aprnl 2007 £130 22 March 2006 6 July 2006
£130 } 12 June 2007 2 July 2007 £129 13 June 2006 12 September 2006
£132 - 1 October 2007 1 October 2007 £131 N 11 September 2006 & October 2006
£132 14 December 2007 Unpad to date £132 6 December 2006 2 January 2007

On winding up, the preference shareholders have a preferential nght to paid up capital together with any dividend payable and
accrued up to and including the date of winding up

Preference shareholders are entitled to attend and vote at a General Meeting of the company where a resolution to abrogate or
vary any of the rnights and privileges attaching to the preference shares is proposed

The preference shares are wholly classed as a liability, with no equity component being attributed to the shares

The directors estimate the fair value of the preference shares at 31 December 2007 to be approximately £10,580 (2006
£10,580) This farr value has been calculated by discounting the future cash flows at the market rate

8 Share capital

2007 2006
£ £
Ordinary Share Captal 3
Authonsed ) . .
6,000,000,000 ordinary shares of 1 French franc each 627,034,598 627,034,598
Issued and fully pad
5,800,755,657 ordinary shares of 1 French franc each 606,212,415 606,212,415
9 Other non-distributable reserve
£
Balance at 1 January 2006 104,469,552
Balance at 31 December 2006 and 1 January 2007 104,469,552
Balance at 31 December 2007 104,469,522

In October 2005 special dividends of £104,603,402 (£100 12 per share) were paid on the 1,044,800 irredeemable preference
shares

£104,469,552 of the dwvidends was allocated to a non-distributable reserve, as allowed for in the Company's Articles of
Association The remainder of £133,850 was recognised as borrowing costs i the Company’s Income Statement of that year

The non-distributable reserve is a separate component of the Company’s equity and 1s available exclusively to the holders of the
preference shares in the event of the company being wound up
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ABBEY NATIONAL UK INVESTMENTS

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2007

10 Retained earnings

£
Balance at 1 January 2006 24,859,491
Net profit for the year 25,739,658
Balance at 31 December 2006 50,599,149
Balance at 1 January 2007 50,599,149
Net profit for the year 33,281,890
Balance at 31 December 2007 83,881,039
11 Cash Flow Statement
Reconciliation of profit before tax to net cash outflow from operating actwities
2007 2006
£ £
Profit before tax o L 47546004 0 36,828304
_Adjustments for } m: :i— : :_— . S e o o
Dividend paid on preference shares 522 502
o . . . Aimes56 _ _ 36828806
Changes In operating assets and habilities R e,
Charge nrecevables . __i40650321) _ (36,828792)
Change in pavables 125,515 11,088,514
Cash generated from operations 4070 11088526
Income tax paid (7,055,156) {11,088,626)
Cash flows used in operating activities (33,436) (98}

12 Related party transactions

Trading transactions
The trading transactions with related parties relate to interest received and paid on amounts due by and due to related group

entities

Related party transactions at balance date are as follows

Income Expenditure  Amounts owed by related Amounts owed to
parties related parties
2007 2006 2007 2006 2007 2006 2007 2006
£ £ £ £ £ £ £ £
Refated group companies 47,674,091 36,828,923 (523) (523) 837,828,609 791,178,288 (42,045,724) (35,920,208)

On 2 July 2007, Carfax (Guernsey) Limited sold the preference shares to Abbey National Treasury Services Overseas Holdings
another related party No special dvidends were patd during 2007 (2006 £nil)

Non-cumulative dividends of £523 have been approved for payment to Carfax (Guernsey) Limited and Abbey National Treasury
Services Qverseas Holdings dunng 2007 (2006 £522) The amount owed to Abbey National Treasury Services Overseas Holdings
was £10,580 at 31 December 2007 (2006 The amount owed to Carfax (Guernsey) Limited was £10,580}

No director or management personnel recaved any remuneration {2006 £nil)

There were no related party transactions during the year, or existing at the balance sheet date, with the Company’s or parent
company's key management personnel



ABBEY NATIONAL UK INVESTMENTS

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2007

13 Capital management and resources

The Company’s parent, Abbey National plc {“Abbey”), adopts a centralised capital management approach, based on an
assessment of both regulatory requirements and the economic capital impacts of businesses in the Abbey group The Company
has no non-centrahised process for managing its own capital  Disclosures relating to the Abbey group’s capital management can
be found in the Abbey Annual Report and Accounts

Capital held by the Company and managed centrally as part of the Abbey group, comprises share capital and reserves which can
be found in the Balance Sheet on page 5

14 Parent undertaking and contrelling party

The Company’'s immedate parent company s Abbey National plc, a company incorporated in the United Kingdom

The Company’s ultimate parent undertaking and controlling party 1s Banco Santander S A, a company incorporated in Spain
Banco Santander S A 1s the parent undertaking of the largest group of undertakings for which group accounts are drawn up
and of which the Company s a member Abbey National ple 15 the immediate parent undertaking of the smallest group of

undertakings for which the group accounts are drawn up and of which the Company 1s a member

Copies of all sets of group accounts, which include the results of the Company, are available from Abbey Secretanat, Abbey
National House, 2 Triton Square, Regents Place, London, NW1 3AN
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