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MONUMENT (SUTTON) LIMITED

Directors report for the year ended 31 March 2010

The directors present theiwr report and the audied financial statements for the year ended 31 March
2010

As set out in the Statement of Accounting Policies, the Annual Report and Financial Statements have
been prepared in accordance with International Financial Reporting Standards (IFRS) as adopted by
the European Union

All financial information given in the Directors’ report 1s taken solely from the statutory results
prepared on the above basis

Principal activities

The principal activities of Monument (Sutton) Limited (“the Cempany®) are to acquire and manage
property

The Company 1s a wholly owned subsidiary of Nationwide Building Society (“the Group™)

The Company 1s registered, domiciled and operates solely 1n 1ts country of mcorporation, England

Business review and future developments

In the year the Company has continued to manage 1ts property portfoho The directors expect the
Company’s activities to continue 1n the forthcoming year and ne sigmificant changes in activities are
anticipated

The Company’s previously largest tenant has now relocated its activities to Bournemouth The tenant
remains hable under the terms of its lease for rent and 1ts covenant strength 1s strong Although well
maintamned, the building 1s 1n need of major updating to attract future tenants in the currently subdued
office market

Results, dividends and capital

The loss after taxation for the year to 31 March 2010 was £640,000 (2009 loss £911,000) The
directors do not recommend the payment of a dividend (2009 - £m1l} The directors approved a capital
reduction of the 1ssued share capital to £7,500,002 in December 2009 (2009 £10,750,002)

Risk management and control

The financial risk management objectives and policies which correspond to the principal risks and
uncertainties faced by the Company are shown 1n note 15

Key performance indicators

As the Company 15 a part of the Nationwide Group and given the straightforward nature of the
Company’s business, the Company’s directors believe that key performance indicators for the
Company are not necessary or appropriate for an understanding of the development, performance or
position of the business
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MONUMENT (SUTTON) LIMITED

Directors report for the year ended 31 March 2010 (continned)

Directors and directors’ interests
The present Board of Directors 1s shown on page 2

At no time during the period have the directors, or their families. had any beneficial nterest n the
shares of the Company None of the directors had a material interest 1n any contract significant to the
Company's business

Going concern

The directers are satisfied that Monument (Sutton) Limited has adequate resources to continue n
business for the foreseeable future For ths reason they continue to adopt the going concern basis in
preparing the financial statements

Employees

The Company has no employees (2009 Nil}  All staff are employed by the ultimate parent
undertaking, Nationwide Building Society

Creditor payment policy

Creditor payment policy 1s operated at a Group level as a central accounts payable function operates
The Group’s policy 1s to agree the terms of payment with suppliers at the start of trading, ensuring
suppliers are aware of the terms of payment and pay in accordance with its contractual and other
obligations The Group’s policy 1s to settle the supplier’s invoice for the complete provision of goods
and services (unless there 1s an express provision for stage payments), when n full conformity with
the terms and conditions of the purchase, within the agreed payment terms The Group’s creditor days
were |8 days at 4 April 2010 (2009 21 days)

Environment

The Group recognises the importance of its environmental responsibilities, monitors 1ts impact on the
environment, and designs and implements policies to reduce any damage that might be caused by the
Group’s activities

The Group has a comprehensive programme of activity on environmental 1ssues It runs an active
carbon-saving programme and has taken action on issues such as transport, hghting, heating and
recycling

Domicile

The Company 1s a Company hmited by shares which 1s registered and domiciled in England The
Regstered office 1s Nationwide House, Pipers Way, Swindon, Wiltshire, SN38 INW

Independent auditors
The auditors, PricewaterhouseCoopers LLP, have expressed their willingness to continue in office

and a resolution for their reappointment 1s to be proposed at the forthcoming Annual General
Meeting
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MONUMENT (SUTTON) LIMITED

Directors report for the year ended 31 March 2010 (continued)

Statement of directors’ responsibilities in respect of the Annual Report and the financial
statements

The directors are responsible for preparing the Annual Report and the financial statements n
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 1n accordance with International
Financial Reporting Standards (IFRSs) as adopted by the European Union Under company law the
directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs of the company and of the profit or loss of the company for that period

In preparing those financial statements, the directors are required to

¢ select suitable accounting policies and then apply them consistently,

o make judgements and estimates that are reasonable and prudent,

e state whether applicable International Financial Reporting Standards (IFRSs) as adopted by
the European Union have been followed, subject to any matenal departures disclosed and
explained 1n the financial statements

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

In accordance with Section 418, for each director in office at the date the directors’ report 1s
approved

(a) so far as the director 15 aware, there 15 no relevant audit information of which the
Company’s auditors are unaware, and

(b) he has taken all the steps that he ought to have taken as a director 1n order to make himself
aware of any relevant audit information and to establish that the Company’s auditors are
aware of that information

Approved by the Board of Directors on =1 D9‘“"""”"2010

(NAME(’% Q.

Director
PRSTviora~ SORN SLEXANDGE
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MONUMENT (SUTTON) LIMITED
Independent auditors’ report to the members of Monument (Sutton) Limited

We have audited the financial statements of Monument (Sutton) Limited for the year ended 31 March 2010
which comprise the Statement of Comprehensive Income, the Balance Sheet, the Statement of Changes in
Equity, the Cash Flow Statement, and the related notes The financial reporting framework that has been
applied in their preparation 1s applicable law and International Financial Reporting Standards (IFRSs) as
adopted by the European Union

Respective responsibilities of directors and auditors

As explained more fully in the Directors® Responsibilities Statement set out on page 5, 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 1s to audit 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

This report, including the opinions, has been prepared for and only for the Company’s members as a body
in accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose We do not,
in giving these opimions, accept or assume responsibility for any other purpose or to any other person to
whom this report 15 shown or into whose hands 1t may come save where expressly agreed by our prior
consent in writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n 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

Opinion on financial statements

In our opinion the financial statements

s gve atrue and fair view of the state of the Company’s affairs as at 31 March 2010 and of its loss and
cash flows for the year then ended,

¢ have been properly prepared 1n accordance with IFRSs as adopted by the European Union, and
s have been prepared i accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opinion the informatton given in the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements
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MONUMENT (SUTTON) LIMITED

Independent auditors’ report to the members of Monument (Sutton) Limited {continued)
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 1f, 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

s the financial statements are not 1n agreement with the accounting records and returns, or
e certawn disclosures of directors® remuneration specified by law are not made, or

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

Richard Ellison (Senior Statutory Auditor)

For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

[Date] 2} Die prRice 2910
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MONUMENT (SUTTON) LIMITED

Statement of comprehensive income for the year ended 31 March 2010

Note 2010 2009

(Restated)

£000 £000

Revenue 2 846 1,083
Administrative expenses 3 279) (479)
Depreciation and amortisation costs 9 (72) (73)
Property revaluation 8 (1,400) (1,950)
Operating loss (905) (1,419)

Interest receivable 4 33 154
Loss before tax (872) {1,265)

Taxation 7 232 354
Loss for the year attributable to equity shareholder (640) (911)

The above results are derived from continuing operations of the business

The accounting policies and notes on pages 12 to 25 form part of these financial statements
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MONUMENT (SUTTON) LIMITED

Balance sheet as at 31 March 2010

Note 2010 2009
(Restated)
£'000 £°000
Non current assets
Investment property 8 7,000 8,400
Plant and equipment 9 74 146
Deferred taxation 12 460 76
7,534 8,622
Current assets
Amounts due from parent undertaking 10 1,292 3,771
Corporation tax - 110
Other assets 11 191 244
1,483 4,125
Total assets 9,017 12,747
Current liabilities
Corporation tax 62 -
Other habilities 13 558 460
Total liabilities 620 460
Equity
Called-up share capital 14 7,500 10,750
Retained earnings 897 1,537
Total equity 8,397 12,287
Total equity and liabilities 9,017 12,747

The accounting policies and notes on pages 12 to 25 form part of these financial statements

The financial statements were approved by the board of directors on .21 DO Combara 2010

Signed on behalf of the board of directors

! M
Director
ARTHE S “TOHN ALCKANDER
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MONUMENT (SUTTON) LIMITED

Statement of changes in equity for the year ended 31 March 2010

Retained Share Equity

earnings Capital Shareholders

Funds

£000 £000 £000

At 1 April 2008 (Restated) 2,448 10,750 13,198

Loss for year ended 31 March 2009 ©il) - (911)
{Restated)

At 1 April 2009 (Restated) 1,537 10,750 12,287

Capntal reduction - (3,250) (3,250)

Loss for year ended 31 March 2010 (640) - (640)

At 31 March 2010 897 7,500 8,397

On 3 December 2009, a written resolution approved the reduction of the 1ssued share capital of the
Company

The accounting policies and notes on pages 12 to 25 form part of these financial statements
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MONUMENT (SUTTON) LIMITED

Cash flow statement for the year ended 31 March 2010

2010 2009
(Restated)
£000 £°000
Cash flows from operating activities
Loss before tax (872) (1,265)
Adjustments for
¢ Decrease 1n other assets 53 375
e [ncrease/(decrease) in current habilities 164 (27)
« Depreciation and amortisation 72 73
¢ Property revaluation 1,400 1,950
s Taxation (46) (117)
Net cash from operating activities 771 989
Cash flows from financing activities
¢ (Capital reduction (3,250) -
Net cash flows from financing activities (3,250) -
Net (decrease)/increase in cash (2,479) 989
Cash and cash equivalents at the start of the year 3,771 2,782
Cash and cash equivalents at the end of tbe year 1,292 3,771

The accounting policies and notes on pages 12 to 25 form part of these financial statements
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MONUMENT (SUTTON) LIMITED

Notes to the financial statemnts for the year ended 31 March 2010
1. Statement of accounting policies
Basis of preparation

The financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS™) as adopted by the European Union (“EU”) and interpretations 1ssued by the
International Financial Reporting Interpretations Commuttee (“IFRIC™), and with those parts of the
Company’s Act 2006, applicable to companies reporting under IFRS

The financial statements have been prepared under the historical cost convention A summary of the
sigmificant accounting policies 1s set out below

Prior year restatement

Historically the Company has valued 1ts investment property in a consistent manner with that required
during the preparation of the consolidated Group accounts This vacant possession basis recognises
that from the Group’s perspective there 15 no tenant [AS40 states that “The fair value of investment
property reflects among other things, rental income from current leases and reasonable and
supportable assumptions that represent what knowledgeable, willing parties would assume about
rental income from future leases 1n the hight of current conditions ” The standard therefore requires
the Company to recogmse the tenant cashflows 1t receives i the values used 1n preparing its own
accounts

Prior period valuations of investment properties have been restated as follows

¢ The value of mnvestment property disclosed at 1 Aprl 2008 has increased by £1,300,000 to
£10,350,000

* The value of investment property disclosed at 1 April 2009 has increased by £1,900,000 to
£8,400,000

The deferred tax on property revaluation has also been adjusted to reflect the different property
valuations at 1 Aprnl 2008 and 1 April 2009 The Statement of comprehensive income tax charge for
the year ended 31 March 2009 1s similarly amended

Changes in accounting policy
The following IFRS pronouncements, relevant to the Company, have been adopted,

[FRS 7 ‘Improving disclosures about financial mstruments” The amendment clanifies and enhances
disclosures concerning fair value measurement and the hquidity nisk of financial instruments

IAS 1 ‘Presentation of financial statements’ Adoption of the revised standard has amended the
presentation of the financial statements The effect has been to replace the statements of recognised
income and expense and movements mn reserves with a statement of comprehensive income and a
statement of movements n equity There has been no change to the recognition, measurement or
disclosure of transactions and events resulting from the adoption of the revised IAS 1

The Company has adopted the amendment to IAS | ‘Presentation of Financial Statements Capital
Disclosures’ This standard requires additional disclosures of the objectives, policies and processes
for managing capital, quantitative data about what the Company regards as capital, and comphance
with capital requirements

Improvements to IFRSs’ (May 2008) The pronouncement includes several small amendments which
have had no significant impact for the Company
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MONUMENT (SUTTON) LIMITED
Notes to the financial statements for the year ended 31 March 2010 (continued)

1. Statement of accounting policies (continued)
Future accounting developments

The following pronouncements will be relevant to the Company but were not effective at 31 March
2010 and have not been applied 1n preparing these financial statements The full impact of these
accounting changes 1s being assessed by the Company, however, the mmitial view 1s that these
pronouncements, are not expected to cause any significant impact on the Company accounts other
than as noted in the following tables

The following pronouncement has been adopted for use i the European Umon (EU) but 1s not yet
effective

Pronouncement Nature of change Effective date

Improvements to IFRSs Several small amendments with no significant | Vartes, mainly

(Apnil 2009) impact for the Company Accounting
Periods (AP)

beginning on or
after 1 January
2010

The following pronouncement 1s neither adopted by the EU nor effective for this financial year

Pronouncement Nature of change Effective date
IFRS 9 Financial The new standard addresses phase 1 of the AP beginning on
Instruments - Classification | IASB’s project to replace [AS 39, Financial or after 1

and Measurement Instruments and requires financial assets tobe | January 2013

classified as at amortised cost or at fair value
The available for sale (AFS) category will not
be available Early adoption 1s permtted,
once endorsed by the EU The impact of [FRS
9 on the Company s currently being
considered

Rental income

Rents received and receivable from investment properties are included m the Statement of
comprehensive income on the basis that credst 1s taken when the rents fall due for payment Provision
15 made for any rents due but not considered recoverable

Interest receivable and interest expense

For instruments measured at amortised cost the effective interest method 1s used to measure the
carrying value of a financial asset or a liabihity and to allocate associated interest income or expense
over the relevant period The effective interest rate 1s the rate that exactly discounts estimated future
cash payments or receipts through the expected Iife of the financial instrument or, when appropriate, a
shorter period to the net carrying amount of the financial asset or financial liability

In calculating the effective interest rate, the Company estimates cash flows considening all contractual
terms of the financial mnstrument (for example, early redemption charges), but does not consider
future credit losses The calculation includes all fees received and pawd and costs borne, that are an
integral part of the effective interest rate, and all other premiums or discounts above or below market
rates
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MONUMENT (SUTTON) LIMITED
Notes to the financial statements for the year ended 31 March 2010 (continued)

1. Statement of accounting policies (continued)
Interest receivable and interest expense (continued)

Once a financial asset has been written down as result of an impairment ioss, interest income 1s
recogmsed using the rate of interest used to discount the future cash flows for the purpose of
measuring the impairment loss

Taxation including deferred tax

Corporation tax payable on profits 1s recognised as an expense in the period in which profits arise
The tax effects of tax losses available for carry forward are recognised as an asset when 1t 1s probable
that future taxable profits will be available against which these losses can be utilised

Deferred income tax 1s provided in full, using the hability method, on temporary differences arising
between the tax bases of assets and habihties and their carrying amounts 1n the financial statements
Deferred tax 1s determined using tax rates and laws that have been enacted or substantially enacted by
the balance sheet date and are expected to apply when the related deferred tax 1s realised or settled

Deferred tax assets are recognised where 1t 15 probable that future taxable profit will be available
against which the temporary differences can be utilised

Plant and equipment
Equipment, Fixtures and Fittings are recorded at historical cost less accumulated depreciation
Historical cost includes expenditure that 1s directly attnibutable to the acquisition of the items, major

alterations and refurbishments

Depreciation 1s provided using the straight-hine method to write off the cost of fixed assets over the
following estimated useful lives

Office and computer equipment 3 to 5 years
Furniture and fittings 5 to 10 years

Estimated useful lives are reviewed annually, and adjusted 1f appropriate, 1n the hight of technological
developments, usage and other relevant factors

Assets are reviewed for impairment whenever events or changes in circumstances dicate that the
carrying amount may not be recoverable An asset’s carrying amount 1s written down immediately to
1ts recoverable amount if the asset’s carrying amount 1s greater than its estimated recoverable amount

Gains and losses on disposals are determined by comparing the net disposal proceeds with the
carrying amount of the asset and are included in the Statement of comprehensive income
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MONUMENT (SUTTON) LIMITED

Notes to the financial statements for the year ended 31 March 2010 (continued) ~
1. Statement of accounting policies (continued)
Investment Property

Investment property which comprises property held for rental, 1s stated at fair value The property 15
revalued annually by independent surveyors supported by market evidence Changes in fair value are
mcluded n the Statement of comprehensive income Depreciation 1s not charged on the investment

property
Derecognition of financial assets and liabilities

Derecognition ts the point at which the Company removes an asset or hability from its balance sheet
The Company’s policy 1s to derecognise financial assets only when the contractual right to the cash
flows from the financial asset expires

Cash and cash equivalents

For the purpose of the Cash flow statement, cash and cash equivalents comprise balances with less
than three months’ matunty from the date of acquisition, including short term deposits with the
Group and banks Accordingly the comparatives in the Cash flow statement have been amended to
reflect the current year’s presentation by removing intercompany habilihes from cash and cash
equivalents

Provisions for liabilities and charges

A provision 1s recognised where there 15 a present obligation as a result of a past event, 1t 1s probable
that the obligation will be settled and 1t can be reliably estimated

Contingent habilities have not been recognised
Share capital

Shares are classified as equity when there 15 no contractual obligation to transfer cash or other
financial assets

When such shares are subsequently sold, reissued or otherwise disposed of, any consideration
recerved 1s included 1n ‘Equity’

la. Judgements in applying accounting policies and critical accounting estimates
Critical accounting estimates

The Company has to make judgements m applying 1ts accounting policies which affects the
amounts recognised in the accounts In addition, estimates and assumptions are made that could
affect the reported amounts of assets and habilities within the following financial year The most
significant areas where judgements and estimates are made as follows

Valuation of investment properties

Investment Properties are revalued annually by independent surveyors supported by market evidence
Changes 1n the assumptions used n the valuation models could affect the reported fair value of the
Investment Properties The property 15 valued on the basis that the Company receives rents from 1ts
existing tenants [f the property was valued on a vacant possession basis the value at 31 March 2010
would be £5,000,000
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MONUMENT (SUTTON) LIMITED
Notes to the financial statements for the year ended 31 March 2010 (continued)

1a. Judgements in applying accounting policies and critical accounting estimates (continued)
Taxation

Significant estimates are required 1in determining the provision for corporauon tax There are a
number of transactions for which the final tax determination 15 uncertain at the balance sheet date

2. Revenue

Rentals are receivable on property owned by the Company and include an amount of £750,000 (2009 -
£750,000) receivable from UCB Home Loans Corporation Limited, a fellow subsidiary undertaking of
Nationwide Building Society

2010 2009

£°000 £°000

Rental Income 829 1,063
Service Charge Income 17 20
846 1,083

3. Administrative expenses 2010 2009
£°000 £°000

Property agent management fees 27 -
Management fees from Nationwide Building Society 22 44
Other administrative expenses 230 435
279 479

The auditors’ remuneration for the year ended 31 March 2010 was borne by the ultimate parent
undertaking Other administrative expenses includes £21,000 of rental income related write offs due
to the failure of a 3™ party tenant in the period

4. Interest receivable 2010 2009
£°000 £°000

Bank interest - 1
Interest receivable from Nationwide Building Society 22 153
Other interest 11 -
33 154

5. Employee information

The average number of persons employed by the Company was nil {2009 - n1l)
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MONUMENT (SUTTON) LIMITED
Notes to the financial statements for the year ended 31 March 2010 (continued)

6. Directors’ emoluments

All the Directors are employees of Nationwide Building Society who provide the services of the
Directors to the Company

The Directors are remunerated by Nationwide Building Society No emoluments were paid or are
payable by the Company to the Directors in respect of services provided to the Company durnng the
year (2009 nil)

Further details of Nationwide Group’s Directors emoluments can be found 1in the Nationwide
Building Society Annual Report and Accounts 2010

7. Taxation

2010 2009
(Restated)
£7°000 £000
Current tax

UK corporation tax 140 -
Adjustments with respect to prior period 12 17
Group relief - 161

Deferred tax
Current year (384) (330)
Adjustments with respect to prior period - @
Taxation (232) (354)

The actual tax charge for the year differs from that calculated using the standard rate of corporation
tax in the UK The difference 1s explained below

2010 2009
(Restated)
£°000 £000
Loss before tax (872) (1,265)
Tax calculated at a rate of 28% (2009 —28%) (244) (354)
Effects of
Adjustments with respect to prior period 12 15
Income not taxable for tax purposes - (15)
Taxation (232) (354)
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MONUMENT (SUTTON) LIMITED

Notes to the financial statements for the year ended 31 March 2010 (continued)

8. Investment Property

2010 2009
(Restated)
£000 £000

Valuation
At 1 April 2009 8,400 10,350
Revaluation (1,400) (1,950)
At 31 March 2010 7,000 8,400

The carrying value of £7,000,000 represents the open market value of the property at 31 March
2010 as valued by an independent qualified surveyor, i accordance with the Appraisal and

Valuation manual published by the Royal Institute of Chartered Surveyors

9. Plant and equipment

Equipment
fixtures and Plant and
fittings machinery Total
£000 £000 £°000
Cost/Valuation
At 1l April 2009 433 70 503
At 31 March 2010 433 70 503
Accumulated depreciation
At 1 April 2009 307 50 357
Charge for the year 62 10 72
At 31 March 2010 369 60 429
Net book value
At 31 March 2010 64 10 74
Equipment
fixtures and Plant and
fittings machinery Total
£000 £000 £°000
Cost/Valuation
At 1 April 2008 433 70 503
At 31 March 2009 433 70 503
Accumulated depreciation
At 1 April 2008 244 40 284
Charge for the year 63 10 73
At 31 March 2009 307 50 357
Net book value
At 31 March 2009 126 20 146
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MONUMENT (SUTTON) LIMITED
Notes to the financial statements for the year ended 31 March 2010 (confinued) °

10. Cash and cash equivalents

Cash and cash equivalents of £1,292,000 (2009 £3,771,000) are all due from Nationwide Building
Society These amounts are held on deposit at normal commercial rates and are repayable on demand

11. Other assets: amounts falling due within one year 2010 2009
£°000 £'000

Rents recervable 191 196
Other debtors - 17
Amounts owed by parent undertaking - 31
191 244

12. Deferred Taxation

2010 2009
(Restated)
£7000 £000

Balance at 1 April 2009 76 (456)
Current year deferred tax credit 384 530
Adjustments with respect to prior period - 2
Balance at 31 March 2010 460 76

Deferred tax assets and habilities are attributable to the following items

2010 2009

{Restated)

£000 £°000

Accelerated tax depreciation (752) (744)
Property revaluation 1,212 820
460 76

The deferred tax credit in the income statement comprises the following temporary differences

2010 2009

(Restated)

£2000 £°000

Accelerated tax depreciation 8 14
Property revaluation (392) (546)
(384) (532)
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MONUMENT (SUTTON) LIMITED

Notes to the financial statements for the year ended 31 March 2010 (continued)

13. Other liabilities amounts falling due within one year

2010 2009
£°000 £°000
Group rehet payable 161 227
Accruals and deferred income 386 233
Amounts owed to parent undertaking 11 -
558 460
14. Called up share capital 2010 2009
£'000 £°000
Authonsed

20,000,000 ordinary shares of £1 each 20,080 20,000

Allotted, 1ssued and fully paid
7,5000,002 ordinary shares of £1 each 7,500 10,750

On the 16 November 2009 the Company reduced 1ts 1ssued share capital by £3,250,000 a sum equal to
the reduction was paid to the sole holder of ordinary shares as a special capital payment

15. Risk management control
Overview

Monument (Sutton) Limited seeks to manage appropriately all the rnisks that arise from its activities
The principal risks inherent within the Company’s business are market risk, credit risk, hquidity
risk and operational risk

Market risk

The property portfolio of Monument (Sutton) Limited 1s exposed to movements in property value
and property rentals The majority of Monument (Sutton) Limited’s property 1s rented by a fellow
subsidiary undertaking of Nationwide Building Society, UCB Home Loans Corporation Limited
(UCB) UCB do not currently occupy the building, they are however responsible for the continued
lease contractual obligations Although well maintained, the building 15 1n need of major updating
to attract future tenants 1n the currently subdued office market

The net interest income of Monument {Sutton} Limited 1s exposed to movements 1n market interest
rates These movements do not pose a significant risk to the net interest income as the funding rates
are matched to the terms on the underlying assets, floating rate assets have floating rate funding and
fixed rate assets have fixed rate funding
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MONUMENT (SUTTON) LIMITED

Notes to the financial statements for the year ended 31 March 2010 (continued)
15. Risk management control (continued)
Market risk (continued)

Exposure to interest rate risk 1s not a material risk to Monument (Sutton) Limited therefore
individual sensitivity analysis has not been performed but has been managed at Group level on a
continuous basis, within limits set by the Nationwide Building Society Board The Nationwide
Group uses three metrics to monitor the Group’s interest rate nsk  Limits have been established
around these metrics to reflect the Nationwide Group’s low risk appetite  The metrics are not
calculated at individual subsidiary level Details of the metrics used to momitor Group interest rate
risk are included n the Nationwide Building Society accounts

Credit risk

Credit risk 1s the risk that a customer or counterparty will not be able to meet 1ts obhigations as they
become due The vast majonity of credit risk 1s with the Company’s largest tennant UCB Home Loans
which 1s an intra group relationship Credit risk 1s managed through a combination of risk analytics,
which ncludes the use of credit checking agencies and risk policies Sigmficant changes in the
economy, or a sector that represents a concentration of the Company’s portfolio, could result in losses
that are different from those provided for at the balance sheet date

The carrying amounts of financial assets best represents the maxmmum credit risk exposure at the
balance sheet date

Ligquidity risk
Liguidity risk 1s the risk that the Company 1s not able to meet 1ts financial obligations as they fall
due or can do so only at excessive cost The cash and cash equivalents are deposited on a repayable

on demand basis with the parent Company 1n order to mitigate hquidity nisk

The table below analyses assets and liabilities into relevant maturnity groupmgs based on the
remaining period at the balance sheet date to the contractual maturity date

At 31 March 2010 - More
Residual Maturity Repayable Upto3 3-12 than 5
on demand months months 1-5years years Total

£009 £000 £000 £000 £000 £°000

Investment property - - - - 7,000 7,000
Plant and equipment - - - - 74 74
Cash and cash 1,292 - - - - 1,292
equivalents

Other assets 191 - - 460 - 651

Total assets 1,483 - - 460 7,074 9.017
Liabilities

Other habilities 11 386 223 - - 620

Total liabilities 11 386 223 - - 620

Net Liquidity gap 1,472 (386) (223) 460 7,074 8,397
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MONUMENT (SUTTON) LIMITED

Notes to the financial statements for the year ended 31 March 2010 (continued)

15. Risk management contro! (continued)

Liquidity risk (continued)

At 31 March 2009 — More
Residual Maturity Repayable Upto3 3-12 than 5

on demand months months 1-5 years years Total

£°000 £000 £°000 £'000 £'000 £000

Investment property - - - - 8,400 8,400
Plant and equipment - - - - 146 146
Cash and cash 3,771 - - - - 3,771
equivalents
Other assets 31 213 110 76 - 430
Total assets 3,802 213 110 76 8,546 12,747
Liabilities
Other habihities - - 460 - - 460
Total habilities - - 460 - - 460
Net Liquidity gap 3,802 213 (350) 76 8,546 12,287

Other habilities includes current tax habilities

The Group Assets and Liabilities Commuttee (*ALCO”) 1s responsible for setting lemits over the level
and composition of liquidity balances and the level and maturity profile of wholesale funding A
series of hquidity stress tests 1s performed by ALCO each month to confirm that the limits remain

appropriate

Other assets include amounts owed by parent undertaking and other assets
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MONUMENT (SUTTON) LIMITED
Notes to the financial statements for the year ended 31 March 2010 (continued) ~

15. Risk management control (continued)
Liquidity risk (continued)

The following is an analysis of the gross contractual cash flows payable under financial habilities

At 31 March 2010 - More

Gross Contractual Repayable Upto3 3-12 1-5years than §

cash flows on demand months months years Total
£2000 £000 £'000 £000 £2000 £000

Liabilities

Other habilities 11 387 223 - - 621

Total liabilities 11 387 223 - - 621

At 31 March 2009 — More

Gross Contractual Repayable Upto3 3-12  1-5 years than 5

cash flows ondemand months  months years Total
£°000 £000 £°000 £°000 £°000 £7000

Liabilities

Other Liabilities - 2 462 - - 464

Total habilities - 2 462 - - 464

Operational risk
Operational nisk s the nisk associated with the operational activities of the business An
operational risk framework is 1n place to monitor, evaluate and resolve operational risk 1ssues as

they are identified and ultimately to hmit the mncidence of future operational risk issues to an
acceptable level

Fair value of financial assets and liabilities
The cash and cash equivalents relate to balances held on deposit with ‘Nationwide Building
Society’, the Company’s parent As these amounts are cash deposits that are repayable on demand,

the directors feel that the book value stated in these accounts 1s not matenally different to their fair
value

16. Related party transactions

Key Management Personnel

Key management personnel inctude both the directors of Monument (Sutton) Limited and the parent
and ultimate controlling Company, Nationwide Building Society

No transactions were entered into with key management personnel See note 6
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MONUMENT (SUTTON) LIMITED
Notes to the financial statements for the year ended 31 March 2010 (continued)

16. Related party transactions (continued)
Transactions with related parties

The parent and ultimate controlling Company, Nationwide Building Society is a related party to
Monument (Sutton) Limited

Transactions are entered into with related parties 1n the normal course of business These nclude
loans, deposits, rentals receivable and the payment and recharge of administrative expenses See
Notes 2,3,4,6,10, 11 and 13

The volumes of related party transactions, outstanding balances at the year end, and the related
income and expenses for the year are as follows

2010 2009

£°000 £000
Deposit with Nationwide Building Society
Deposit cutstanding at 1 April 2009 3,771 2,782
Deposit placed during the year 777 1,128
Deposit repayments during the year (3,256) (139)
Deposit outstanding at 31 March 2010 1,292 3,771
Revenue
Rent receivable 750 750
Net interest income
Interest receivable 22 153
Other income and expenses
Fees and expenses paid to the Society 22 44

17. Capital commitments

At 31 March 2010 the Company had capital expenditure contracted for but not provided for in the
financial statements of £n1l (2009 £nil)

18. Capital management

Capital comprises the retained earmings and share capital Capital 1s managed on a Group basis

The Group 15 subject to the capital requirements imposed by its regulator the Financial Services
Authority {FSA) During the period the Group complied with the capital requirements set by the
FSA

Further information on the Group’s capital position can be viewed n the Group Annual Report and
Accounts, which can be obtained from the address below

19. Ultimate parent undertaking
The company 1s a wholly owned subsidiary of Nationwide Building Society, its immediate and

uitimate parent and controlling party which 15 registered in England Copies of the Nationwide Group
accounts can be gbtamed from Nationwide House, Pipers Way, Wiltshire, Swindon, SN38 INW
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MONUMENT (SUTTON) LIMITED

Notes to the financial statements for the year ended 31 March 2010 (continued)

20. Post balance sheet event

A number of changes to the UK Corporation tax system were announced 1n the June 2010 Budget
Statement The Finance (No 2) Act 2010 1s expected to include legislation to reduce the main rate of
corporation tax from 28% to 27% from 1 April 2011 Further reductions to the main rate are proposed
to reduce the rate by 1% per annum to 24% by 1 April 2014 The changes had not been substantively
enacted at the balance sheet date and, therefore, are not included 1n these financial statements

The effect of the changes to be enacted in the Finance (No 2) Act 2010 would be to reduce the
deferred tax asset provided at 31 March 2010 and result for the year by £16,044 This decrease 1n the
deferred tax asset 15 due to the reduction in the corporation tax rate from 28 per cent to 27 per cent
with effect from 1 Apnil 2011

The subsequent reductions by 1% per year to 24% by 1 April 2014 are expected to be enacted
separately each year The overall effect of these changes, 1f applied to the deferred tax balance at 31
March 2010, would be to reduce the deferred tax asset by £24,663 (being £15,636 recogmsed 1n 2012
and £9,027 recognised 1n subsequent years)
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