nnnnnnn
77777777777

EEEEEEEEEEEEEE

OOOOOOOOOOOOOO



HOLMES HOLDINGS LIMITED - 03689577

Report of the Directors
The Directors submit their report together with the audited financial statements for the year ended 31 December 2014.

This Directors' report has been prepared in accordance with the special provisions relating to small companies under section
415(A)(1)&(2) of the Companies Act 2006.

Principal activity

The principal activity of Holmes Holdings Limited (the "Company") is that of a holding company with investments in its
subsidiary companies.

Wilmington Trust SP Services (London) Limited, a company incorporated in Great Britain and registered in England and
Wales, holds the entire share capital of the Company as trustee under a discretionary charitable trust, dated 17 February
1999, for the benefit of certain charities.

The Company meets the definition of a Special Purpose Entity and is therefore consolidated within the Santander UK plc
group accounts.

Results and dividends

The loss for the year on ordinary activities after taxation amounted to £308 (2013: £311, as restated, see note 12).
The Directors do not recommend the payment of a final dividend (2013: £nil).

Restatement

Loan interest has been charged to the Company during the year, relating to the current and prior years. This charge has been
allocated to the financial years to which the charge relates and has resulted in a restatement of the 2013 charge to £311
(previously disclosed as £nil) and a restatement of the retained earnings at 1 January 2013 of £697, as a result of allocation
of loan interest to the period up to 31 December 2012.

Directors
The Directors who served throughout the year and to the date of this report (except as noted) were as follows:

Mr D M Green

Mr M H Filer

Mr M McDermott (resigned 5 December 2014)
Wilmington Trust SP Services (London) Limited

Mr M H Filer is also a director of Wilmington Trust SP Services (London) Limited. Mr M McDermott resigned as a director of
Wilmington Trust SP Services (London) Limited on 31 January 2015.

Directors’ Responsibilities Statement

The directors are responsible for preparing the report and the financial statements in accordance with applicable laws 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. Under company law 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 period. In preparing these financial statements, International Accounting Standard 1 requires that directors:

e properly select and apply accounting policies;

e - present information, including accounting policies, in a manner that provides relevant, reliable, comparable and

.understandable information;

. provide additional disclosures when compliance with the specific reqmrements in IFRSs are insufficient to enable users
to understand the impact of particular transactions, other events and conditions on the entity’s funancual position and
financial performance; and

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

The directors are responsible for keeping adequate accounting records which are sufficient to show and explain the
Company'’s transactions and which 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.
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HOLMES HOLDINGS LIMITED - 03689577

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF HOLMES HOLDINGS LIMITED

We have audited the financial statements of Holmes Holdings Limited for the year ended 31 December 2014 which comprise
the Statement of Comprehensive Income, the Statement of Changes in Equity, the Balance Sheet, the Cash Flow Statement
and the related notes 1 to 13. The financial reporting framework that has been applied in their preparation is applicable law
and International Financial Reporting Standards (IFRSs) as adopted by the European Union.

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.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view. Qur responsibility is to audit and express an
opinion on the financial statements in accordance with applicable law and International Standards on Auditing (UK and
Ireland). Those standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error.
This includes an assessment of: whether the accounting policies are appropriate to the company’s circumstances and have
been consistently applied and adequately disclosed; the reasonableness of significant accounting estimates made by the
directors; and the overall presentation of the financial statements. In addition, we read all the financial and non-financial
information in the annual report to identify material inconsistencies with the audited financial statements and to identify any
information that is apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in
the course of performing the audit. If we become aware of any apparent material misstatements or inconsistencies we
consider the implications for our report.

Opinion on financial statements
In our opinion the financial statements:

. give a true and fair view of the state of the company'’s affairs as at 31 December 2014 and of its loss for the year
then ended;

. have been properly prepared in accordance with IFRSs as adopted by the European Union; and

. have been prepared in accordance with the requirements of the Companies Act 2006.

Separate opinion in relation to IFRSs as issued by the IASB
As explained in note 1 to the financial statements, the company in addition to applying IFRSs as adopted by the European
Union, has also applied IFRSs as issued by the International Accounting Standards Board (IASB).

In our opinion the financial statements comply with IFRSs as issued by the IASB.

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the financial statements are
prepared is consistent with the financial statements.

Matters on which we are required to report by exception

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

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

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

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

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

the. Directors were not entitled to take advantage of the small companies exemption from preparing a Strategic
Report and in preparing the Report of the Directors.

for and on behalf &f Deloitte LLP }
Chartered Accountants and Statutory Audltor
London, United Kingdom

74 sune 2015



HOLMES HOLDINGS LIMITED - 03689577

Statement of Comprehensive Income
For the year ended 31 December 2014

2014 2013 M
Continuing operations £ f
Notes
Interest expense and similar charges 3 (308) (311)
Loss before tax (308) (311)
Tax 4 - -
Loss for the year (308) (311)
Other comprehensive income for the year - -
Total net comprehensive expense for the year attributable
to the equity holders of the Company (308) 311)
M as restated, see note 12.
The accompanying notes 1 to 13 form an integral part of the financial statements.
Statement of Changes in Equity
For the year ended 31 December 2014
Retained
Share capital earnings'V Total
£ £
£
At 1 January 2013 (as previously stated) 2 167,353 167,355
Restatement of retained earnings'" (697) (697)
At 1 January 2013 (restated) 2 166,656 166,658
Loss for the year - 311) (311)
At 31 December 2013 and 1 January 2014 2 166,345 166,347
Loss for the year - (308) (308)
At 31 December 2014 2 166,037 166,039

M as restated, see note 12.

The accompanying notes 1 to 13 form an integral part of the financial statements.



HOLMES HOLDINGS LIMITED - 03689577

Balance Sheet
As at 31 December 2014

2014 20130

Notes £ f
Non-current assets
Investments in subsidiary undertakings 5 50,006 50,006
Current assets
Amount due from related parties 6 166,404 180,995
Total assets 216,410 231,001
Liabilities
Trade and other payables 7 (50,371) (64,654)
Net current assets 116,033 116,341
Net assets 166,039 166,347
Equity
Share capital 8 2 2
Retained earnings 166,037 166,345
Equity attributable to equity holders of the Company 166,039 166,347

() as restated, see note 12.

The accompanying notes 1 to 13 form an integral part of the financial statements.

These accounts have been prepared in accordance with the special provisions relating to the small companies regime and the

directors make this statement in accordance with section 414(3) of the Companies Act 2006.

The financial statements were approved by the Board of Directors and authorised for issue on 29 June 2015.

They were signed on its behalf by: D . Grean

irector



HOLMES HOLDINGS LIMITED - 03689577

Cash Flow Statement
For the year ended 31 December 2014

2014 2013M
£000 £000
Note
Net cash flow from operating activities
Loss before tax (308) (311)
Operating cash flows before movements in working capital (308) (311)
(Decrease)/ increase in other payables (13,640) 1,138
(Decrease)/ increase in accruals (643) 311
Decrease/ (increase) in amounts owed by related parties 14,591 (1,138)

Cash generated by operations

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

M as restated, see note 12.

The accompanying notes 1 to 13 form an integral part of the accounts.



HOLMES HOLDINGS LIMITED - 03689577

Notes to the financial statements for the year ended 31 December 2014
1. Accounting policies

The principal accounting policies applied to Holmes Holdings Limited (the “Company”) in the preparation of financial
statements are set out below. These policies have been consistently applied to all 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 in 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 issued by the International Accounting Standards Board (IASB). The financial statements
have been prepared under the historical cost convention and on the going concern basis as disclosed in the Directors’
statement of going concern set out in the Report of the Directors.

Investments in subsidiary undertakings

Investments in subsidiary undertakings are carried at cost less any provision for impairment. The accounting reference date
of the Company and its subsidiary undertakings is 31 December.

Critical accounting estimates and areas of significant management judgement
In the opinion of the Directors, the Company has no critical accounting judgements that need disclosing.
Trade and other payables

Trade and other payables are initially measured at fair value, and are subsequently re-measured at amortised cost, using the
effective interest rate method. ’

Dividend policy
Dividend income from investments is recognised when shareholders’ rights to receive payment have been established.
Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits and other short-term highly liquid investments that
are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value.

. Impairment of financial assets

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

Recent accounting developments

In 2014, the Company adopted the following new accounting pronouncements and amendments to standards which
became effective for financial years beginning on 1 January 2014.

a) IAS 32 ‘Financial Instruments: Presentation’ - In December 2011, the IASB issued amendments to IAS 32 entitled
‘Offsetting Financial Assets and Financial Liabilities’ which clarified the requirements for offsetting financial
instruments, and addressed inconsistencies in current practice when applying the offsetting criteria in I1AS 32
‘Financial Instrumenys: Presentation’. The amendments are effective for annual periods beginning on or after 1
January 2014 with=éarly adoption permitted and are required to be applied retrospectively. The ameéndments did not
have a material effect on the Company’s financial statements.

b) There are a number of other changes to IFRS that were effective from 1 January 2014. Those changes did not have
a significant impact on the Company’s financial statements.



HOLMES HOLDINGS LIMITED - 03689577

Notes to the financial statements for the year ended 31 December 2014

1.

Accounting policies (continued)

Future accounting developments

The Company has not yet adopted the following significant new or revised standards and interpretations, and amendments
thereto, which have been issued but which are not yet effective for the Company:

a)

o]

IFRS 9 ‘Financial Instruments’ (‘IFRS 9°) — In July 2014, the IASB issued the final version of IFRS 9 which includes the
completion of all phases of the project to replace IAS 39 ‘Financial Instruments: Recognition and Measurement’ as
discussed below. '

Phase 1: Classification and measurement of financial assets and financial liabilities. Financial assets are
classified on the basis of the business model within which they are held and their contractual cash flow
characteristics. The standard also introduces a ‘fair value through other comprehensive income’ measurement
category for particular simple debt instruments. The requirements for the classification and measurement of
financial liabilities were carried forward unchanged from IAS 39, however, the requirements relating to the fair
value option for financial liabilities were changed to address own credit risk and, in particular, the presentation of
gains and losses within other comprehensive income.

Phase 2: Impairment methodology. IFRS 9 fundamentally changes the impairment requirements relating to
the accounting for an entity’s expected credit losses on its financial assets and commitments to extend credit. It is
no longer necessary for a credit event to have occurred before credit losses are recognised. Instead, an entity always
accounts for expected credit losses, and changes in those expected credit losses. The amount of expected credit
losses is updated at each reporting date to reflect changes in credit risk since initial recognition.

Phase 3: Hedge accounting. These requirements align hedge accounting more closely with risk management
and establish a more principle-based approach to hedge accounting. Dynamic hedging of open portfolios is being
dealt with as a separate project and until such time as that project is complete, entities can choose between
applying the hedge accounting requirements of IFRS 9 or to continue to apply the existing hedge accounting
requirements in I1AS 39. The revised hedge accounting requirements in IFRS 9 are applied prospectively.

The effective date of IFRS 9 is 1 January 2018. For annual periods beginning before 1 January 2018, an entity
may elect to early apply only the requirements for the presentation of gains and losses on financial liabilities
designated at fair value through profit or loss. At the date of publication of the Company’s financial statements the
standard is awaiting EU endorsement and the impact of the standard is currently being assessed. It is not yet
practicable to quantify the effect of IFRS 9 on these financial statements.

IFRS 15 ‘Revenue from Contracts with Customers’ ('IFRS 15°) — In May 2014, the IASB issued IFRS 15. The effective
date of IFRS 15 is 1 January 2017. The standard establishes the principles that shall be applied in connection with
revenue from contracts with customers including the core principle that the recognition of revenue must depict the
transfer of promised goods or services to customers in an amount that reflects the entitlement to consideration in .
exchange for those goods and services. IFRS 15 applies to all contracts with customers but does not apply to lease
contracts, insurance contracts, financial instruments and certain non-monetary exchanges. At the date of
publication of these financial statements the standard is awaiting EU endorsement. Whilst it is expected that a
significant proportion of the Company’s revenue will be outside the scope of IFRS 15, the impact of the standard is
currently being assessed. It is not yet practicable to quantify the effect the effect of IFRS 15 on these financial
statements.

There are a number of other standards which have been issued or amended that are expected to be effective in
future periods. However, it is not practicable to provide a reasonable estimate of their effects on the Company’s
financial statements until a detailed review has been completed.

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

2. Operating expenses

>

Directors’ emoluments - s

Directors' emoluments for Mr D Green are borne by Santander UK plc. No emoluments were paid by the Company to
Directors during the year (2013: £nil). -

The Company has no employees (2013: none).
Auditor remuneration

Fees payable to the Company’s auditors for the audit of the Company’s annual accounts for the current year are £5,079
(2013: £5,000) and have been borne by Santander UK plc, for which no recharge has been made in the current or prior



HOLMES HOLDINGS LIMITED - 03689577

Notes to the financial statements for the year ended 31 December 2014

3. Interest expense and similar charges

2014 20130
£ f
Loan interest payable 308 311
() 35 restated, see note 12.
4. Tax
2014 20130
£ f
Current tax:
UK corporation tax on loss for the year (62) (62)
Movement in current year deferred tax not recognised 62 62

Tax credit on loss for the year - -
M a5 restated, see note 12.

The company is within the permanent regime for securitisation entities and is taxed at the small companies’ rate of 20%.
UK corporation tax is calculated at 20% (2013: 20%) of the estimated assessable profits of the year.

The tax on the Company’s loss before tax differs from the theoretical amount that would arise using the basic tax rate as
follows:

2014 20130
£ f
Loss before tax (308) (311)
Tax calculated a tax rate of 20% (2013: 20%) (62) (62)
Movement in current year deferred tax not recognised 62 62
Tax credit for the year - -
) as restated, see note 12.
Unrecognised deferred tax:
2014 2013
£ f
Deferred tax assets:
Tax losses carried forward 264 202
Total unrecognised deferred tax assets 264 202

M 3s restated, see note 12.

The deferred tax assets scheduled above have not been recognised in the Company on the basis that sufficient future taxable
profits are not forecast within the foreseeable future, in excess of the profits arising from the reversal of existing taxable
temporary differences, to allow for the utilisation of the assets as they reverse.



HOLMES HOLDINGS LIMITED - 03689577

Notes to the financial statements for the year ended 31 December 2014
5. Investments in subsidiary undertakings

The following is a list of the subsidiary undertakings of the Company as at 31 December 2014:

Name of subsidiary Country of Proportion Proportion
Incorporation, of of power
ownership voting held
(or registration) interest %

and operation %
Holmes Master Issuer plc England & Wales 100 100
PECOH Limited England & Wales 100 100
Holmes Funding Limited ' England & Wales 100 100
Holmes Trustees Limited England & Wales 100 100

These financial statements are entity only financial statements. The Company has taken advantage of the IAS 27 (10)
exemption not to prepare consolidated financial statements as it is a wholly controlled subsidiary, whose ultimate controlling
party produces separate consolidated financial statements for public use that comply with IFRS. Details of the Company's
ultimate controlling party are disclosed in note 13.

6. Amounts due from related companies :
2014 2013

£ f
Amounts due from related companies ~ cash held by Santander (UK) plc 166,404 180,995

The balance held by Santander (UK) plc is cash in the name of and benefit for the Company, and is accessible by
the Company on demand. All cash balances are classified as restricted in accordance with the terms of the
securitisation structure.

7. Trade and other payables

2014 20130

£ £

Due to group companies 37,501 37,501
Accruals 365 1,008
Other payables 12,505 26,145
50,371 64,654

) as restated, see note 12.

The other payables above comprise loans made available to the Company in order to enable it to acquire the issued share
capital of its subsidiaries. [t is the intention that the loans are repaid in full on winding-up of each subsidiary.

The Directors consider that the carrying amount of trade and other payables approximates to their fair value.

8. Share capital

2014 2013

. 3 f
Issued and fully paid:

«.-2 Ordinary shares of £1 each . . 2 2




HOLMES HOLDINGS LIMITED - 03689577

Notes to the financial statements for the year ended 31 December 2014
9. Financial Risk Management

The Company’s risk management focuses on the major areas of credit risk and liquidity risk. Risk management is carried out
by the central risk management function of the Santander UK Group. Authority flows from the Santander UK plc Board to the
Chief Executive Officer and from him to his direct reports. Delegation of authority is to individuals. Formal standing committees
are maintained for effective management of oversight.

Credit risk

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

As at 31 December 2014, the book value of residential mortgage loans that Santander UK plc had assigned legal title to the
Holmes structure was £9.12bn (2013: £12.4bn). The Holmes structure comprising fellow subsidiaries is over collateralised by
£1.1bn (2013: £1.5bn). The Holmes structure acquired interest (Funder share) was £8.0bn and the Santander (UK) plc seller
share was £1.1bn.

The structure has cash balances and reserves of £1.0 billion (2013: £1.2 billion) which also acts as a credit enhancement feature.

The maximum LTV ratio of the securitised mortgages within the structure at origination is 35% with arrears rates, significantly
below the rate that can be absorbed by the level of over collateralisation currently within the structure.

Santander UK plc is rated periodically by credit rating agencies Standard & Poor's, Moody's Investors Service and Fitch Ratings,
Ltd.

Santander UK plc credit rating is disclosed below as the financial assets of the Holmes securitisation structure are secured on
mortgage assets within Santander UK plc. Details of the mortgage assets are disclosed in the notes to the Group financial
statements of Santander UK plc.

Santander UK's current credit ratings are:

S&P Moody’s Fitch
Long-term rating A A2 A
Long-term rating outlook Negative RuR up Stable
Short term A-1 P-1 F1

Liquidity risk

Liquidity risk is the potential that, although remaining solvent, the Company does not have sufficient liquid financial resources
to enable it to meet its obligations as they fall due, or can secure them only at excessive cost.

At 31 December 2014 On Upto3 3-12 1-5 Over 5
Demand months months years years Total
f £ £ £ f £
Intercompany liabilities 37,501 - - - - 37,501
Other payables - - - - 12,505 12,505
Accruals 365 365
Total financial liabilities 37,866 - - - 12,505 50,371
. On Upto3 3-12 1-5 Over 5 e
At 31 December 2013 ~v“Demand™®  months  months years years Total® -+
f f f f f f
Intercompany liabilities 37,501 - - - - 37,501
Other payables 1,138 - - - 25,007 26,145
Accruals 1,008 1,008
Total financial liabilities 39,647 - - - 25,007 64,654

) 35 restated, see note 12.

1



HOLMES HOLDINGS LIMITED - 03689577

Notes to the financial statements for the year ended 31 December 2014
10. Related party transactions

The following were the balances with related parties as at 31 December 2014 and 31 December 2013.

2014 2013
Amount due by related companies £ f
Cash and cash equivalents held by Santander UK Plc 166,404 180,995

2014 2013
Amounts due to group companies £ f
Holmes Master Issuer plc 37,499 37,499
PECOH Limited 2 2
Total 37,501 37,501

In addition to the above, other payables includes £12,505 (2013: £26,145) owed to Wilmington Trust SP Services (London)
Limited, the shareholder of the Company as trustee under a discretionary charitable trust, dated 17 February 1999.

There were no related party transactions during the year, or existing at the balance sheet date, with key management
personnel of the Company.

11. Capital management and resources

Capital held by the Company and managed centrally as part of the Santander UK plc Group, comprises share capital and
reserves which can be found in the Balance Sheet on page 5.

Capital is managed by way of processes set up at inception of the Company and subsequently there is no active process for
managing its own capital. The Company is designed to hold minimum reserves once all amounts due on the intercompany
loans have been received and amounts owing to the bondholders have been paid. The Company’s capital is not externally
regulated.

12. Restatement

Loan interest has been charged to the Company during the year, relating to the current and prior years. This charge has been
allocated to the financial years to which the charge relates and has resulted in a restatement of the 2013 charge to £311
(previously disclosed as £nil) and a restatement of the retained earnings at 1 January 2013 of £697, as a result of allocation
of loan interest to the period up to 31 December 2012.

13. Parent undertaking and controlling party

Wilmington Trust SP Services (London) Limited, a company incorporated in Great Britain and registered in England and
Wales, holds the entire share capital of the Company as trustee under a discretionary charitable trust, dated 17 February
1999, for the benefit of certain charities.

The administration, operations, accounting and financial reporting functions of the Company are performed by Santander UK
plc, which is incorporated in Great Britain and registered in England and Wales.

Santander UK plc has been delegated administration and servicing functions in respect of the loans on behalf of the
mortgages’ trustee and the beneficiary as the service providers.

“The Company meets the definition of a Special Purpose Entity and is therefore consolidated within the Santander UK plc
group accounts. -

The Company’s ultimate controlling party is Banco Santander S.A., a company incorporated in Spain. Banco Santander, S.A.
is the parent undertaking of the largest group of undertakings for which group accounts are drawn up. Santander UK plc is
the parent undertaking of the smallest group of undertakings for which the group accounts are drawn up.

Copies of .all sets of group accounts, which include the results of the Company, are available from Secretariat, Santander UK
plc, 2 Triton Square, Regent’s Place, London NW1 3AN.
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