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Auburn Securities 3 plc

Directors’ report

The directors present their directors’ report and audited financial statements for the year ended 31
December 2012

Principal activities, business review and future developments

The principal activity of the company 1s the provision of residential and buy-to-let mortgages secured on
properties in the Umited Kingdom There has been no stgmificant change in those activities during the
year

The company was established 1n 2002 as a special purpose entity to effect the secuntisation of a tranche of
mortgage assets from a related entity, Capital Home Loans Limited (“Capital Home Loans™) Since then,
the company has continued to hold the related mortgage assets, the income and capital payments from
which have been used to repay debt funding raised as part of the onginal secunitisation transaction

Capital Home Loans administers the mortgage book and loan notes on behalf of the company and further
details of this relationship are set out m note 18

It 15 expected that the company will continue to have sufficient cash inflows from its current cash
resources and 1ts mortgage book to meet 1ts ongoing obligations, n particular for its senior non-recourse
debt providers However, the company’s mortgage servicer, Capital Home Loans and 1ts parent
undertaking, Permanent TSB Group Holdings plc (PTSBGH) continues to incur losses and to be
dependent on Monetary Authonty financial support in Ireland Additionally, PTSBGH has submutted a
restructuring plan outhining the actions required to ensure the bank’s long term viability to the European
Commussion, which has not yet been approved but which the directors are hopeful will be approved
during 2013 To the extent that these 1ssues continue, Capital Home Loans may be unable to continue to
service the company’s assets and may otherwise be unable to provide other support to the company
However, at present 1t 1s the PTSBGH director’s expectation that there will be continued availability of
funding for the Group, based on discussions with the Insh state authonties and on vanous announcements
made by the ECB, the IMF and the Insh Minister for Finance and consequently, based on this, the
directors of the company consider 1t appropriate to continue to prepare the financial statements on a going
concern basis

Key risks and uncertainties faced by the company are outlined in note 16, and key performance indicators,
which prnincipally relate to mortgage portfolio arrears and the portfolio’s associated liquidity and interest
rate profile are also set out 1n note 16

Results and dividends

Details of the results for the year are set out in the statement of comprehensive income on page 13 and
the related notes No dividends have been paid or proposed for either of the 2012 or 2011 financial years

Directors

On 15 May 2012, Mr J Schroeder resigned as a director of the company and on the same date Mr DR
Fisher was appointed as a director of the company

The following directors held office at 31 December 2012
M McDermott

D R Fisher
Wilmington Trust SP Services (London) Limited




Auburn Securities 3 plc

Directors’ report (continued)

Statement of directors’ responsibilities in respect of the directors’ report and the financial
statements

The directors are responsible for preparing the directors’ report and the financial statements 1n 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 EU as applied 1n accordance with the provisions of the
Compantes Act 2006

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 prepanng the company financial statements, the directors are required to

e select suitable accounting policies and then apply them consistently,
make judgments and estimates that are reasonable and prudent,

e state whether applicable IFRSs have been followed, subject to any matenal departures disclosed and
explained in the financial statements, and

e prepare the financal statements on the going concern basis unless 1t 1s tnappropriate to presume that
the company will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and that disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that its financial statements comply with the
Compames Act 2006 They have a general responsibility for taking such steps as are reasonably open to
them to safeguard the assets of the company and to prevent and detect fraud and other wrregulanties

Policy on payment of creditors

The company 1s responsible for agreeing terms and conditions under which business transactions with
suppliers are conducted It 1s the company’s policy that payments to suppliers are made 1n accerdance
with these terms, normally between 30 and 60 days, provided that the supplier 1s also complying with all
relevant terms and conditions

Political and charitable contributions

The company made no pelitical or chantable contributions during the year




Auburn Securities 3 plc

Directors’ report (continued)

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they
are each aware, there 1s no relevant audit information of which the company’s auditor 1s unaware, and
each director has taken all the steps that he ought to have taken as a director to make himself aware of any
relevant audit information and to establish that the company’s auditor 1s aware of that information

Auditor
KPMQG, Chartered Accountants and Registered Auditor, will continue 1n office until the conclusion of the

company’s next Annual General Meeting The board has proposed that PricewaterhouseCoopers
(“PwC”), Chartered Accountants and Registered Auditor will be appointed as the company’s independent

7 May 2013




Independent auditor’s report to the members of Auburn Securities 3 plc

We have audited the financial statements of Auburn Securities 3 pic for the year ended 31 December 2012
which comprise the statement of financial position, the statement of comprehensive income, the statement
of changes 1n equity, the statement of cash flows and the related notes The firancial reporting framework
that has been applied in their preparation 1s applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the EU

This report 1s made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16
of the Compames 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 n 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 1n the Directors’ Responsibilities Statement set out on page 3, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
farr view

Our responsibility 1s to audit, and express an opimnion on, the financial statements 1n accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to
comply with the Auditing Practices Board's {APB's) Ethical Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the APB’s website at
www fr¢ org uk/apb/scope/private cfm

Opinion on financial statements
In our opinion the financial statements

o give a true and fair view of the state of the company's affairs as at 31 December 2012 and of the loss
for the year then ended,

e have been properly prepared in accordance with [FRSs as adopted by the EU and as applied m
accordance with the provisions of the Companies Act 2006, and

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




Independent auditor’s report to the members of Auburn Securities 3 plc (continued)
Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given n the Directors' Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report n respect of the following matters where the Companies Act 2006 requires us
to report to you 1f, 1n 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
+ centain disclosures of directors’ remuneration specified by law are not made, or

+ we have not recerved all the information and explanations we require for our audit.
Emphasis of matter — going concern

In forming our opiion on the financial statements, which 1s not modified, we have considered the
adequacy of the disclosure made within the Basis of Preparation note within the Statement of Accounting
Policies concerning the company’s ability to continue as a gomg concern  These disclosures set out the
progress made by the company’s servicer and mortgage ongnator (CHL) and its parent undertaking
(PTSBGH) during 2012, including the strategic planning review carried out for PTSBGH and the
submission of a restructuring plan to the Directorate General for Competition for the European
Commussion n June 2012 However, these disclosures also refer to the ongoing requirement for the
company’s servicer to continue to access funding from the Eurosystem and the requirement for the
restructuring plan to be approved by the European Commmssion These conditions, as explamned n the
Basis of Preparation note, indicate the existence of a matertal uncertainty which may cast sigmficant
doubt about the company’s servicer, and consequently Auburn’s ability, to continue as a going concern
The financial statements do not include adjustments that would result if the company was unable to
continue as a going concemn

P Guead

P Carroll  (Semior Statutory Auditor) 7 May 2013
For and on behalf of KPMG, Statutory Auditor

Chartered Accountants

1 Stokes Place

St Stephen’s Green

Dublin 2

Ireland




Auburn Securities 3 plc

Statement of accounting policies
Statement of compliance

The statutory financial statements set out herein have been prepared 1 accordance with International
Financial Reporting Standards (“IFRS™) as adopted by the EU The standards adopted by the company
are those endorsed by the European Umion and effective as of the date of the company’s statement of
financial position

The accounting policies set out below have, unless otherwise stated, been applied consistently to all
periods presented 1n these financial statements

Basis of preparation

Auburn Secunties 3 plc 1s a company incorporated in the Umited Kingdom The principal activities are
outhined 1n the directors’ report

The financial statements have been prepared on the historical cost basis except for denvative financial
mstruments, which have been stated at their fair values The accounting policies that the company has
appled 1n the preparation of the financial statements for the year ended 31 December 2012 have been set
out below

The preparation of financial statements 1n conforrmity with IFRS as adopted by the EU requires
management to make judgements, estimates and assumptions that affect the application of policies and
reported amounts of assets, liabilities, income and expenses The estimates and associated assumptions
are based on historical experience and various other factors that are believed to be reasonable under the
circumstances and are reflected in the judgements made about the carrying amounts of assets and
habilities  Actual results may differ from the estimates made The estimates and assumptions are
reviewed on an ongoing basis and where necessary are revised to reflect current conditions The principal
estimates and assumptions made by management relate to loans and advances impairment provisions
mcluding security valuations and interest rate assumptions Judgements made by management that have a
significant effect on the financial statements and estimates with a significant nsk of matenal adjustment 1n
the next year are discussed in note 20

It 1s expected that the company will continue to have sufficient cash inflows from its current cash
resources and 1ts mortgage book to meet its ongoing obligations, in particular for its senior non-recourse
debt providers However, the company’s mortgage servicer, Capital Home Loans and 1ts parent
undertaking, Permanent TSB Group Heldings ple (PTSBGH) continues to incur losses and to be
dependent on Monetary Authonty financial support n Ireland Additionally, PTSBGH has submitted a
restructuring plan outlining the actions required to ensure the bank’s long term viability to the European
Commussion, which has not yet been approved but which the directors are hopeful will be approved
during 2013 To the extent that these issues continue, Capital Home Loans may be unable to continue to
service the company’s assets and may otherwise be unable to provide other support to the company
However, at present 1t 1s the PTSBGH director’s expectation that there will be continued availability of
funding for the Group, based on discussions with the Insh state authonties and on various announcements
made by the ECB, the IMF and the Insh Minster for Finance and consequently, based on thus, the
directors of the company consider 1t appropnate to continue to prepare the financial statements on a going
concern basis




Auburn Securities 3 plc

Cash and cash equivalents and restricted cash balances

Cash and cash equivalents are held for the purpose of meeting short-term cash commitments rather than
investing or other purposes Cash and cash equivalents consist of cash and balances with banks that are
freely available, bank overdrafis and short term borrowings and non-equity investments with a matunty of
three months or less from the date of acquisition Restricted cash comprises cash held which 1s required
by the company’s governing documentation to be utilised primarily to repay its non-recourse borrowings

These amounts are not included within the company’s own (unrestricted) cash balances in the statement of
financial position or 1n the statement of cash flows

Loans and advances

Loans and advances are non-denivative financial assets with fixed or determinable payments that are not
quoted 1n an active market and that the company has no mtention of trading They are initially recorded at
fair value and subsequently measured at amortised cost less an allowance for incurred impairment losses
Income 15 recognised on an effective interest basis as interest income 1n the statement of comprehensive
income

The company assesses impairment of these financial assets at each balance sheet date on a case by case
basis for assets that are individually significant and collectively for assets that are not individually
significant

Assets are umpaired only 1if there 1s objective evidence that the result of one or more events that have
occurred after the imtial recognition of the asset have had an impact on the estimated future cash flows of
the assets For individual assets thus includes changes in the payment status of the counterparty
Collective assessment groups together assets that share similar risk characteristics and applies a collective
provisioning methodology, based on existing nisk conditions or events which have a strong correlation
with a tendency to default This impairment 1s calculated by comparing the present value of the cash
flows discounted at the effective interest rate applicable to the asset (after taking into account security
held) with the carrying value 1n the statement of financial position

Wrnite-offs are charged against previously established provisions for mmpawment or directly to the
statement of comprehensive income

Derivatives

Denvatives are imtially recognised at fair value on the date the contract is entered into and are
subsequently classified as financial assets or hiabilities held for trading Where the fair value of a
denivative 1s positive, 1t 1s carned as a denvative asset and where negative, as a denvative liability The
gain or loss on re-measurement to fair value at the balance sheet date 1s recorded n the statement of
comprehensive income within operating expenses as all of the entity’s dervatives on hand are treated as
held for trading purposes




Auburn Securities 3 plc
Derivatives (continued)

A denvative may be embedded 1n another financial instrument, known as a “host contract”™ Where the
economic charactenistics and risks of an embedded dernivative are not closely related to those of the host
contract, the embedded derivative 1s separated from the host and recorded on the statement of financial
position at fair value Subsequent movements in fair value are posted to the statement of comprehensive
income, whilst the host contract 15 accounted for according to the policy for that class of financial
instrument

Fair values of denvative instruments held by the company were obtained by using discounted cash flow
analyses, where appropnate Further details on how such denvatives were fair valued are outlined 1n note
15

Segment reporting

A segment 15 a distinguishable component of the company which 1s segregated based on data that the
chief operating decision makers receive and use to make key decisions and which 1s subject to risks and
rewards that are different from those of other segments

Foreign currencies

The company’s functional currency 18 Pounds Sterling The financial statements are presented 1n Pounds
Sterling, which 1s also the company’s presentation currency

Foreign currency transactions are translated into Pounds Sterling at the exchange rate prevailing at the
date of the transaction Monetary assets and liabilities denominated in foreign currency are translated at
the exchange rates prevailing at the balance sheet date Exchange movements on these are recognised in
the statement of comprehensive income

Operating leases

Expenditure on operating leases 1s charged to the statement of comprehensive income on a straight line
basis over the lease period

Income tax expense

Income tax expense comprises both current and deferred tax Income tax 1s recognised 1n the statement of
comprehensive income except to the extent 1t relates to an item which 1s recognised directly 1n equity, n
which case 1t 15 recogmsed directly in equity Current tax payable 1s provided on taxable profits at current
taxation rates enacted or substantively enacted at the year end and also includes any adjustments to tax
payable 1n respect of previous years Deferred tax 1s provided using the balance sheet hiability method on
all temporary differences between the carrying amount of assets and Labilities for financial reporting
purposes and the amounts used for taxation purposes, without discounting Deferred tax 1s measured at
the tax rates that are expected to be apphed to the temporary differences when they reverse, based on the
laws that have been enacted or substantively enacted by the reporting date Deferred tax assets are
recognised when 1t 1s probable that future taxable profits will be available against which the asset can be
utilised Deferred tax habilities and assets are offset only where there 1s both the legal right and the
intention to settle on a net basis or to realise the asset and settle the liability simultaneously

Dividends

Final dividends on ordmnary shares are recognised in the period in which they are approved by the
9




Auburn Securities 3 plc
company’s shareholder Interim dividends are recognised 1n the period 1in which they are paid
Financial liabilities

Financial hiabilities include debt securities 1ssued Financial liabilities are mitially recorded at fair value
and then subsequently measured at amortised cost calculated on an effective interest basis

Interest income and expense

Interest income and expenses are recogmsed 1n the statement of comprehensive income using the effective
mterest method The effective interest rate 1s the rate that exactly discounts the estimated future cash
payments and receipts through the expected Life of the financial asset or hability (or, where appropnate, a
shorter period) to the carrying amount of the financial asset or liability The effective interest rate 1s
established on 1mtial recognition of the financial asset and lhiability and 1s not revised subsequently The
calculation of the effective interest rate includes all fees and points pard or received, transaction costs and
discounts or premuums that are an integral part of the effective interest rate Transaction costs are
lncremental costs that are directly attributable to the acquusition, issue or disposal of a financial asset or
Liability

Deferred consideration

Under the terms of an agreement between the company and a related undertaking, the company has a
hability for future deferred consideration which 1s contingent on the occurrence of certain future events,
principally the realisation of excess income by the company This instrument 1s treated as a financial
liability carried at amortised cost, however the directors consider that the future net income ansing cannot
ordinanly be forecast with reasonable accuracy and accordingly the carrying value of the instrument 1s
revised each year to reflect actual contracted cash flows due

New accounting standards applied during 2012
The company applied no new accounting standards during the year

New standards and interpretations not yet adopted

The following standards, interpretations and amendments to standards may be relevant to the company but
are not effective at 31 December 2012 and therefore, have not been applied to preparing these financial
statements The company’s imitial view of the impact of these accounting changes 1s outlined below

Title Impact on company financial statements Effective date
IAS 1 Presentation of This amendment requires entities to group together items n | 01-July-12
Financial Statements other comprehensive income based on whether they can be

(amendments) (endorsed by reclassified to the income statement The amendment also

the EU) preserves the existing requirement for profit and loss and other

comprehensive income to be presented together rather than a
single continuous statement as was proposed in the exposure
draft This amendment will not result in a matenal impact 1n
the financial statements of the company

1
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New standards and interpretations not yet adopted (continued)

Title Impact on company financial statements Effective date
IFRS 7 Financial instruments | This amendment to IFRS 7 requires more disclosures focused on | 01-Jan-13
— Disclosures (endorsed by | quantitative information about recogmsed financial instruments | (IFRS 7)
the EU) and IAS 32 that are offset in the statement of financial position, as well as
Financial struments ~ those recogmsed financial instruments that are subject to master | 01-Jan-14
Presentation (amendment) netting, irrespective of whether they are offset or not (IAS 32)
(endorsed by the EU) The amendment to IAS 32 1s that the nght to offset must not be
contingent on a future event and must also be legally enforceable
in the event of a default, msolvency or bankruptcy Thas
amendment will not result 1n a matenal impact 1n the financial
statements of the company
IFRS 13 Fair value IFRS 13 defines fair value and explains how to measure fair | 01-Jan-14
measurements (endorsed by | value under a three level hierarchy, based on type of inputs to
the EU) the wvaluation techniques used The guidance also requires
additional disclosures 1n relation to all assets and habilities
measured at fair value IFRS 13 will not result in a matenal
impact 1n the financial statements of the company
[AS 27 Separate Financial As a consequence of the new IFRS 10 and [FRS 12, IAS 27 has | 01-Jan-14
Statements {revised) been revised to only deal with the provisions on separate
{endorsed by the EU) financial statements This revision will not result in a matenal
impact in the financial statements of the company
IAS 28 Investments 1n As a consequence of the new IFRS 11 and IFRS 12, IAS 28 15 | 01-Jan-14
Associates and Joint revised to set out the requirement for the equity method when
ventures (revised) (endorsed | accounting for investments 1n associates and joint ventures The
by the EU) standard defines significant influence , provides guidance on
how the equity should be tested for impairment This revisicn
will not result in a materal impact 1n the financial statements of
the company
IFRS 9 Financial IFRS 9 will replace 1AS 39 Financial instrument Classification | 01-Jan-15
Instruments (amendment) and Measurement and consists of
(not yet endorsed by the EU) | Financial Assets The multiple classification model for financial
assets from IAS 39 1s replaced with only two classification
categories, amortised cost and fair value IFRS 9 introduces a
two step classification approach which nvolves the entity
considering its business model and the contractual cash flow
charactenstics of the financial asset hosts and cost exemption for
unquoted entities no longer applies
Financial Liabiliies IFRS 9 does not change the accounting for | 01-Jan-15

financial habilities from IAS 39 The requirement to separate
embedded denvatives from financial habilities hosts remain  If
an entity chooses to measure a hability at farr value through
profit or loss, the portion of the change in fair value related to
changes 1n the entity’s own credit nsk 1s presented 1n the
statement of other comprehensive income rather than within
profit or loss The company will assess the impact of IFRS 9
when 1t 15 endorsed by the EU

11




Auburn Securities 3 plc

Statement of financial position Company registered number 04442874
at 31 December 2012

2012 2011
£000 £000
Note

Assets
Cash at bank - restncted 17 34,146 35,798
Denvative asset 2 80 165
Loans and advances to customers b 67,384 73,216
Deferred tax asset ) 329 354
Prepayments and accrued income 3 4 5
Total assets 101,943 109,538
Liabilities
Bank loans and overdrafis 4 19,000 19,000
Non-recourse funding 5 69,141 75,406
Current tax hability & 2 2
Accruals and deferred income 7 14,750 16,047
Total liabilities 102,893 110,455
Equity
Share capital 9 12 12
Retained earnings 10 (962) (929)
Total equity attributable to equity holders of
the company 10 (950) {917)
Total liabilities and equity 101,943 109,538




Auburn Securities 3 plc

Statement of comprehensive income
For year ended 31 December 20012

Interest income
Interest expense

Net interest income/(expense) - continuing
operations

Operating expenses
Impairment losses on loans and advances

Loss before income tax — continuing operations
Income tax (expense)/credit

Total comprehensive loss for the year

Loss attributable to the owners of the company

Note

11
12

3
14

0

2012
£°000

1,630

(1,523)

107

(89)
(29

(6)
27

(33)

(33

2011
£7000

1,815

(2,887)

(1,072)

(73)
(6)

(1,151)
283

(868)

(868)



Auburn Securities 3 plc

Statement of changes in equity
For year ended 31 December 2012

31 December 2012

Balance at beginning of the year

Total comprehensive income for the year — loss

Balance at end of year

31 December 2011

Balance at beginning of the year

Total comprehensive income for the year — loss

Balance at end of year

14

Share Retained Total
capital earnings equity
£000 £°000 £2000
12 (929) 917)

- (33) (33)

12 (962) (950)
Share Retained Total
capital earnings equity
£000 £000 £000
12 (61) (49)

- (868) (868)

12 {929) 17




Auburn Securities 3 plc

Statement of cash flows
Jor the year ended 31 December 2012

Cash flows from operating activities
Loss before taxation for the year

Adyustments for:
(Increase)/decrease in assets
Loans and advances to customers
Prepayments and accrued income
Denvative assets
Increase/(decrease) in habilhities
Non-recourse funding

Accruals and deferred income
Corporation tax paid

Net cash from operating activities

Cash flows from financing activities
Divestiture of restricted cash

Net movement in cash and cash equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

15

2012
£000

(6)

5832
1
85

(6,265)
(1,297
2)

(1,652)

1,652

2011
£7000

(1,151)

6,921
4
(21)

(5,962)
(262)
(2)

(473)

473
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Notes

Jormuing part of the financial statements

1 Loans and advances te customers

2012 2011

£7000 £°000

Loans and advances to customers 67,384 73,216
All represented by residential mortgages 1in the UK 67,384 73,216

In November 2002, the company purchased the nights to certain cash flows from £397 9 nullion of
mortgage assets from Capital Home Loans Limited, a wholly owned subsidiary of Permanent TSB
Group Holdings plc and a related entity These assets are a portfolio of United Kingdom residential
mortgages, wholly secured on properties 1n the United Kingdom In order to fund the purchase of
these mortgage assets, the company 1ssued a sernes of floating rate notes

Under the terms of this arrangement, the nghts of the providers of the finance for this transaction are
limted to the mortgage assets purchased and any related income generated by the portfolio, and have
no recourse to Capital Home Loans Limited, the mortgage onginator

Capital Home Loans Limuted 1s not obliged to support any losses which may anse 1n respect of the
mortgage assets During the term of this transaction, any amounts realised from the mortgage
portfolio 1n excess of that due to the providers of the funding, less any related admimstrative costs,
will be payable to Capital Home Loans Limited in the form of deferred consideration

All loans and advances to customers are measured at amortised cost The fair value of loans and
advances to customers 1s disclosed 1n note 15 All of the above loans are secured on residential
properties located 1n the United Kingdom A matunity and credit nsk analysis of loans and advances
to customers 1s shown 1n note 16

16




Auburn Securities 3 plc

Notes (connnued)

1

Loans and advances to customers (continued)

Impairment losses on loans and advances 2012

£°000
Balance at beginning of year -
Charged to statement of comprehensive income 24
Amounts written off (24)

2011
£000

(6)

Balance at end of year -

All of the loans and advances to customers have been pledged as collateral for the company’s non-

recourse loan notes received

Interest income recognised on impaired financial assets amounted to £0 0lm in 2012

(2011 £00im)




Auburn Securities 3 plc

Notes (continued)

2 Derivative financial instruments

Positive/ Positive/
(negative) fair Notional (negative) fair Notional
value Amount value Amount
2012 2012 2011 2011
£7000 £000 £°000 £'000
Derivative assets
Interest rate swaps with Capital
Home Loans Limited 80 67,384 165 73,216

The above interest rate swaps are treated as held for trading in Auburn Secunities 3 plc and the
movement n fair value for these swaps has been accounted for within interest income

3  Prepayments and accrued income

2012 2011
£000 £000
Other debtors 4 5
All amounts fall due within one year
4 Bank loans & overdrafts
2012 2011
£000 £°000
Amounts due to other banks and credit institutions 19,000 19,000
Key terms attaching to these amounts are included 1n notes 15 and 16
5 Non-recourse funding
2012 2011
£000 £°000
Mortgage backed loan notes 67,637 73,830
Plus adjustment to effective interest rate 1,504 1,576
69,141 75,406

On 25 November 2002, the company 1ssued £397 9 mllion 1n mortgage backed loan notes in
order to fund the purchase of a mortgage portfolio During 2009, the company opted to extend
certain of 1ts debt arrangements beyond the ongally expected maturity, incurnng an additional
interest margin The effect of this has been reflected 1n the balance presented above as 1s required
using the effective interest rate methodology prescribed by IAS 39
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Notes (continued)

5

Non-recourse funding (continued)

The floating rate loan notes are secured by a portfolio of mortgage loans which are secured by
first charges over residential properties m the Umited Kingdom The mortgages were
purchased from Capital Home Loans Limited, which 1s a wholly owned subsidiary of
Permanent TSB Group Holdings plc The mortgage portfolio 1s admumstered by Capital
Home Loans Lirmted

Interest on the notes 1s payable, monthly 1n arrears, at the following rates

£400 million Balance

mortgage backed outstanding at Up to November After November
loan notes end of year £°000 2009 2009
Class Al (£106 2 million) ml LIBOR + 0 18% LIBOR + 0 36%
Class A2 (£267 6 mulhon) 41,437 LIBOR +0325% LIBOR +0 65%
Class M (£26 2 mullion) 26,200 LIBOR + 1 25% LIBOR + 2 24%

The class Al notes have been fully repaid

The Al and A2 notes (“the senior notes™) rank pan passu 1n point of payment and security
without preference or prionty amongst themselves The semor notes rank in priority to the M
notes 1n point of payment and security

Optional redemption
Auburn Secunties 3 plc may, at 1ts option, redeem all (but not some only) of the notes at their

principal amounts outstanding

a) in the event of certain tax changes affecting the notes, the swap agreement or the
mortgages comprising the mortgage pool at any time,

b) on the interest payment date falling in November 2009 or any interest payment date
falling thereafter,

c) on any nterest payment date on which the aggregate principal amount outstanding of
the notes 15 less than 10% of the total aggregate principal amount outstanding of the
notes at the 1ssue date

Current tax liability

2012 2011
£000 £000
Payable within one year 2 2




Auburn Securities 3 plc

Notes (continued)

7  Accruals and deferred income

2012 2011

£°000 £000

Deferred consideration 7,904 7,774
Amounts due to Capital Home Loans 6,689 7,960
Accruals and deferred income 157 313
14,750 16,047

During 2011 and 2012, certain conditions relating to the credit rating of Permanent TSB Group
Holdings Plc were not met, and consequently additional cash contributions were received by Auburmn
Secunttes 3 ple from Permanent TSB plc via Capital Home Loans amounting to £6 67 rullion (201 {
£7 96 miihon) as agreed with the rating agency

8 Deferred tax

2012 2011

£°000 £2000

At start of year (354) (69)
Charged/(credited) 1n year (see note 14) 25 (285)
At end of year (329) {(354)
Deferred tax asset — effective interest rate adjustment (347) (395)
Deferred tax hability -- denivatives 18 41
At end of year (329) 354)

Deferred tax has been calculated using rates enacted or substantively enacted at the balance sheet
date The rate used at 31 December 2012 was 23%/23 25% (2011 25%/25 25%) depending on when
the underlying tax attnbute 1s expected to reverse

The government are proposing to pass legislation in Finance Act 2013 that will enact the previously
announced reduction {effective 1 April 2014) in the corporation tax rate to 21% It 1s anticipated that
the announced reduction to 21% from 1 April 2014 will be included 1n subsequent Finance Acts If
enacted, this would proportionally reduce the deferred tax assets and liabilities noted above
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Notes (continued)

9

10

Called up share capital

Authorised
Ordinary shares of £1 each

Allotted, called up and fully paid
2 ordinary shares of £1 each
Allotted, called up and partly paid

49,998 ordinary shares of £1 each of which £0 25

has been paid up

Reconciliation of movement in shareholders’ equity

31 December 2012
At beginning of year

Changes to equity for 2012
Loss on ordinary activities after taxation

Total shareholders’ equity

31 December 2011
At beginning of year

Changes to equity for 2011
Loss on ordinary activities after taxation

Total shareholders’ equity

21

2012 2011

£7000 £000

50 50

12 12

12 12

Share capital Retained Total equity
earnings

£000 £°000 £000

12 (929) 917)

- (33) (33)

12 (962) (950)

Share capital Retained  Total equity
earnings

£°000 £000 £000

12 (61) (49)

- (868) (868)

12 (929) ©17)
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Notes (continued)

11

12

13

Interest income

Mortgage interest receivable

Deposit interest receivable

Other income

Fair value movement on interest rate swaps

All of the company’s revenues arose in the United Kingdom

Interest expense

On mortgage backed loan notes

Amortisation of mitial funding costs on subordinated loan
On mterest rate swaps

Other interest expense

Fair value movement on interest rate swaps

Additional mterest (released)/recogmsed on non-recourse
funding

CSA 1nterest payable to Capital Home Loans

Loss before tax — continuing operations
Included within loss before tax are the following

Auditors’ remuneration
Audit fee
Other non-audit work

Deferred consideration

Fair value losses/(gains) on interest rate swaps

2012 2011
£2000 £000
1,470 1,624
141 150
19 21

- 20
1,630 1,815
2012 2011
£°000 £:000
1,318 1,414
- 18

52 57
108 219
85 -
(72) 1,179
32 -
1,523 2,887
2012 2011
£000 £2000
4 4

7 7
1) (12)
85 (20)

The directors received no remuneration from the company 1n the current and preceding financial

years The company has no employees and services required are contracted from third parties
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Notes (continued)

14 Income tax charge/(credit)

2012 2011

£000 £°000

Corporation tax at 24 5% (2011 - 26 5%) 2 2
Deferred tax (see note 8) 25 (285)
Total income tax charge/(credit) 27 (283)

The tax assessed for the period differs from the standard rate of corporation tax in the Umted
Kingdom of 24 5% (2011 26 5%) The differences are explained below

2012 2011
£000 £000
Loss before taxation (6) (1,151)
Loss by standard rate of corporation tax in UK of 24 5%
(2011 26 5%) (1) (305)
Effects of
Other 28 22
Effective tax charge/(credit) 1n year 27 (283)
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Notes (continued)

15 Fair values of financial instruments
At fair value through statement

At amortised cost of comprehensive income
Carrying Fair Carrying Fair
As at 31 December 2012 amount value amount value
£000 £000 £000 £°000
Assets
Cash at bank — restricted 34,146 34,146 - -
Loans and advances to customers 67,384 50,538 - -
Derivative assets - - 30 80
101,530 84,684 80 80
Liabilities
Non recourse funding 69,141 66,888 - -
Deferred consideration 7,904 - - -
Amounts due to Capital Home Loans 6,689 - - -
Bank loans and overdrafis 19,000 19,000 - -
102,734 85,888 - -
At fair value through
statement
At amortised cost of comprehensive income
Carrying Fair Carrying Fair
As at 31 December 2011 amount value amount value
£°000 £'000 £000 £000
Assets
Cash at bank — restrnicted 35,798 35,798 - -
F.oans and advances to customers 73,216 52,716 - -
Derivative assets - - 165 165
109,014 88,514 165 165
Liabilities
Non recourse funding 75,406 70,640 - -
Deferred consideration 7,774 - - -
Amounts due to Capital Home Loans 7,960 - - -
Bank loans and overdrafis 19,000 19,000
110,140 89,640 - -
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Notes (continued)
15 Fair values of financial instruments (continued)

The fair values of each of the above financial instruments has been derived by discounting expected
future cash flows at prevailing interest rates For loans and advances to customers, non-recourse funding
and derivative instruments, this involved the estimation of the timing of receipts of cash flows from the
underlying mortgage books as the timing of payment for both the non-recourse funding and the
denivatives 1s dependent on the timing of cash flows from the secuntised mortgage books The principal
underlying assumptions related to these cash flows are as follows,

s The fair value of loans and advances to customers was derived by comparing the actual interest
income yield from the company’s fixed rate mortgage books with the current average interest
imncome yield for new fixed rate mortgages with simular profiles and discounting the relevant
projected cash flows to fair value, having also adjusted for credit spreads and expected loan
losses through the cycle

e The fair value of non-recourse funding has been arnved at by adjusting the carrying value of the
debt by a simlar proportion to the adjustment made 1n arrniving at the fair value of loans and
advances to customers, on the basis that the funding only has recourse to this mortgage book

¢ The interest rate swap fair value was denved by discounting expected cash-flows on the swap,
which are dependent on the timing of cash flows from the secuntised mortgage book In this
regard, the company has made certain assumptions regarding the tumng of these cash flows
which are based on both contracted mortgage terms and an histoncal analysis of the timing of
average cash flows and effective lives of the underlymmg mortgages Prncipally, these
assumptions were as follows

¢ Remaming life of 5 years
¢ Discount rate 0 71%
e Assumed redemption rate 8 2% per annum

These assumptions are, other than the discount rate, which 1s broadly based on current LIBOR rates
applicable to the company, not based on observable market data, and accordingly are level 3 fair
values as set out 1n the farr value hierarchy 1in IFRS 7, because they are dependant largely on the
assumed performance of the underlying mortgage book as the interest rate swap 1s specifically
designed to reflect the cash flows from the underlying mortgage book In this regard, management
has based these assumptions on 1ts past experience of similar mortgage books originated n Capatal
Home Loans and on particular recent trends observed specifically in relation to this mortgage book 1n
terms of arrears and expected terms  The total amount recogmsed 1n the statement of comprehensive
mcome 1n relation to this favourable estimate 1n the year was £0 08m loss (2011 £0 02m gain) In
terms of sensitivities of the above, any reasonably possible change to the cash flow payment of
discount rate assumptions for any of the mortgage books, or denvatives would have an equal and
opposite effect on the associated borrowings because of the nature of the sensitivities
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Notes (continued)

16 Financial risk management

(a} Introduction and overview

The company’s financial nstruments compnise mortgage assets, borrowings, comprising non-
recourse funding raised from external investors as part of the original secuntisation transaction, cash
and hquid resources and other sundry mstruments such as debtors and creditors ansing directly from
the company’s operations The company has also entered into interest rate swaps designed to
mitigate interest rate nsk ansing from interest basis mismatches within the company’s interest
bearing assets and liabilities  Further details on denivative transactions are provided below The
main risks ansing from the company’s financial instruments held are credit risk, interest rate nsk,
operational nsk, market nisk and hquidity nsk  The company’s administrator reviews and agrees
policies for managing each of these nsks and they are, broadly, as follows

Credit risk

Credat risk 1s the risk that counterparties engaging in transactions with the company will not be able
to meet their oblhigations as they fall due and anses principally from the company’s loans and
advances to customers For risk management reporting purposes the company considers and
consolidates all elements of credit nsk exposure (such as obligor default nsk and sector or
geographic rnisk) The company has established high level credit policies which are used to control
the quality of lending and the management of any amounts 1n arrears Additionally, the company
provides for loan losses which are known to have been incurred within its asset portfolio, based on
both a specific review and a statistical analysis of its historical loan loss write-offs  This process of
credit momtoring takes account of external or econormic factors and may result 1n the adjustment of
credit policies to suit product or sectoral needs Due to the nature of the book, significant new credit
exposures to particular sectors or individuals do not typically anse Credit nsk 15 accordingly
monitored largely through the management of arrears on these loans A summary credit nisk analysis
has been included below

Interest rate risk

Interest rate rnsk exists when assets and habilities attract interest rates set according to different bases
or which are reset at different imes The company assumes nterest rate nsk principally from its
dealings with 1ts securitised book of residential mortgage loans The company mumimises 1ts
exposure to nterest rate risk by ensuring that the interest rate charactenstics of its assets and
liabilities are similar  Sensitivity to interest rate movements 1s set out below, and this provides some
detail on the year-end re-pricing profile for the company’s financial assets and Liabilities A hability
(or negative) gap exists when liabilities re-price more quickly or n greater proportion than assets
during a given period This tends to benefit net interest income when rates are falhbng An asset (or
positive) gap exists when assets re-price more quuckly or 1n greater proportion than hiabilities during
a given pertod This tends to benefit net interest income when rates are nsing Interest rate
sensitivity may vary durning re-pricing peniods  As part of the secuntisation transactions however, the
company established an interest rate swap, which has the effect of converting the interest basis of all
mortgage assets to floating LIBOR which matches the interest rate basis of all the company’s
habiliies The net effect of this interest rate swap 1s that the company 1s effectively left with no
nterest rate nisk, and the table overleaf reflects this
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Notes (continued)
16 Financial risk management {continued)
{a) Introduction and overview (continued)

Operational risk

Thus 1s the potential for financial or reputational loss if key internal controls were to fail It includes
loss from thef, error and systems breakdown The admumstrator’s comphance department and 1its
key management are tasked with the momtoring and control of such nisk throughout the company A
self-assessment process of risk mapping 1s conducted formally each year by management, and testing
of key areas of these controls 1s performed penodically

Market risk

Thss 1s the nsk of financial loss from changes in market prices of financial instruments, typically
from the movements 1n interest rates and foreign exchange rates The company does not engage mn
any sigmificant level of transactions in foreign currencies

Liguidity risk

Liqudity risk 1s the risk that the company will be unable to meet financial commitments ansing from
the cash flows generated by its business activities This risk can arise from mismatches 1n the timing
of cash flows relating to assets and habilities, however the company’s principal liallities, 1ts loan
nates, are structured specifically so as to mature broadly at the same time as the securitised assets are
repaid Additionally there are other hquidity facilities available to the company in the event that
mortgages do not yield funds Regular reports on hquidity are submutted where appropnate, to the
mdependent trustee of the company’s loan notes and to the relevant regulatory authonties Durning
2011 and 2012, the Company drew certain additional borrowtngs 1n order to provide additional cash
secunty to the Company, owing to a ratings downgrade related to the existing swap providers

The company 1s also bound by certain financial and hquidity terms attaching to 1its non-recourse
funding which effectively restricts certain of its cash balances on hand Full details of these have
been provided below and further detail related to the company’s current liquidity position 18 set out 1n
the basis of preparation note

Derrvative transactions

The company has entered into a series of interest rate swaps Thus 1s a particular requirement of the
non-recourse funding raised from the ongmal mortgage secuntisation and the terms of this
securitisation and the related interest rate swaps are set out in more detail in the notes to these
financial statements These interest rate swaps have been treated as being held for trading purposes n
the company’s financial statements Credit nsk associated with these transactions are managed as
part of the company’s adherence to specified procedures as set out in #s governing documentation
including adhening o a strict prionity of payments and making regular reports to the loan note
trustees
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Notes (continued)
16 Financial risk management (continued)
(a) Introduction and overview fcontinued)

Caputal management

The company does not have any particular capital requirements as mandated by the Financial
Conduct Authonity, principally because it does not accept deposits from customers, however 1its
capital 1s negotiated from time to time with HM Revenue and Customs Because of its special
purpose nature, the company’s principal funding comes through its non-recourse debt, which 1s
intended to be repaid fully from the mortgage assets on hand Capital 1s considered by management
to compnse share capital on hand, retained earmings and any subordinated loans received from time
to time, 1s considered to be sufficient for the particular nature of the company’s activities and 1s 1n
line with the company’s governing documentation There have been no changes to the company’s

approach to capital management during the year
(b) Credir risk

(b)(i) Loans and advances to customers — exposure to credit risk

2012 2011

£°000 £°000

Total carrying amount - maximum exposure to credit risk 67,384 73,216
Individually impaired (arrears > 3 months) 240 844
Allowance for impairment - -
Carrying amount 240 844
Collectively impaired 254 172
Allowance for impairment - -
Carrying amount 254 172
Neither past due nor impaired 64,795 69,859
Accounts with renegotiated terms 2,095 2,341
Total carrying amount 67,384 73,216
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16 Financial risk management (continued)
(b) Credit risk (continued)

(b} (i) Loans and advances to customers (continued)

All of the above loans which are neither past due nor impaired have no arrears ansing thereon There
are no provisions for impaired loans, principally because the company has a low historical wnite-off
rate

Impaired loans and advances

Impaired loans and advances are loans and secunties for which the company determines that 1t is
probable that 1t will be unable to collect all principal and interest due according to the contractual
terms of the loan / secunities agreement(s) These are typically regarded as all loans in arrears for
more than three months

Past due but not impaired loans

These are loans and advances where contractual mnterest or pnincipal payments are past due but the
company believes that impairment 1s not appropnate on the basis of the level of secunty / collateral
available and / or the stage of collection of amounts owed to the company

Loans with renegotiated terms

These loans with renegotiated terms are loans that have been restructured due to deterioration in the
borrower’s financial position and where the company has made concessions that it would not
otherwise consider Once the loan 1s restructured it remains in this category independent of
satisfactory performance after restructuning

Allowances for impairment

The company establishes an allowance for impairment losses that represents 1ts estimate of incurred
losses 1n its loan portfolio The main components of this allowance are a specific loss component that
relates to individually significant exposures, and a collective loan loss allowance established for
groups of homogeneous assets m respect of losses that have been incurred but have not been
identified on loans subject to individual assessment for impairment

Write-off policy

The company writes off a loan balance (and any related allowances for impairment losses) when 1t
determunes that the loans are uncollectible This determunation 1s reached after considering
information such as the occurrence of sigmificant changes in the borrower financial position such that
the borrower can no longer pay the obhgation, or that proceeds from collateral will not be sufficient
to pay back the entire exposure
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16 Financial risk management (continued)
(b) Credit risk (continued)
(b) (i) Loans and advances to customers (continued)

The table below shows an analysis of the Loan to Value for the mortgage portfolio

2012 2011

Y %

Less than 50% 54 52
50%-70% K| 33
71%-90% 13 13
91%-100% 2 2
At end of year 100 100
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16 Financial risk management (continued)

(b)Credit risk (continued)

(b) (i) Loans and advances to customers (continued)

The company monitors concentrations of credit risk by according to nature of lending and by
geographic location within the UK An analysis of concentrations of credit nisk at the reporting date

1s shown below

Concentration by sector — carrying amount
Residential
Buy to let

Concentration by location — carrying amount
London & South East

North East

North Wales & North West

South & South West

Midlands

Other UK

{b) (i1} Restricted cash on hand

At the year end the restricted cash on hand was held with one financial institution counterparty in the
UK which 1s rated by Moodys as P-1, Fitch as F1 and S&P as A-1
governing secuntisation documentation and all of the cash 1s imtially pledged to pay the non-recourse
debt These ratings conform to the condition as set out by the governing securitization documentation

(b) (iii) Derivative assets

All denivative assets on hand at the year end were held with a related undertaking This entity does
not have an individual credit rating, however 1s part of a large group, which 1s rated by Moodys as
(BA1) and Standard & Poors as (A-2/BBB+) The existence of this denvative, which elimunates all
mnterest rate risk from this entity, 15 a requirement of the governing documents for the onginal

securitisation

31

2012 2011
£7000 £2000
9,286 10,225
58,098 62,991
67,384 73,216
40,423 44,054
1,404 1,460
9,007 9,891
10,739 11,705
3,802 4,022
2,009 2,084
67,384 73,216

This 1s a condition of the




Auburn Securities 3 plc

Notes (continued)

16 Financial risk management (continued)

(¢} Liquudty risk

The tables below analyse the gross cash flows arising on the company’s assets and lLiabilities by
remaiming contractual maturity at 31 December 2012 and 2011

At 31 December 2012

Assets

Cash - restricted
Dervative assets
Loans and advances to
customers
Prepayments

Total assets
Liabilities

Bank loans
Non-recourse funding
Current tax hability
Accruals and deferred
mncome

Total hiabilitres

Net cash flows

At 31 December 2011

Assets

Cash — restnicted
Denivative assets
Loans and advances to
customers
Prepayments

Total assets

Liabihties

Bank loans
Neon-recourse funding
Current tax hability
Accruals and deferred
income

Total habilities

Net cash flows

Gross

Carrying contractual Uptol 1te3 3o 12 1to5 Over 5

amount cash flow month months months years years

£'000 £°000 £000 £°000 £000 £'000 £'000

34,146 34,146 34,146 - - - -

80 80 3 7 31 39 -

67,384 85,764 324 647 2,905 15,335 66,553

4 4 4 - - - -

101,614 119,994 34477 654 2,936 15,374 66,553

15,000 19,000 19,000 - - - -

69,141 83,073 306 611 2,743 14,501 64,912

2 2 - - 2 - -

14,750 14,750 14,750 - - - -

102,893 116,825 34,056 611 2,745 14,501 64,912

- 3,169 421 43 191 873 1,641

Gross

Carrying contractual Uptol 1to3 3to12 1te5 Over5
amount cash flow month months months Years years
£000 £'000 £'000 £°000 £000 £°000 £'000
35,798 35,798 35,798 - - - -
165 165 3 6 27 129 -
73216 100,478 328 656 2,944 15,553 80,997
5 5 5 - - - -
109,184 136,446 36,134 662 2978 15,682 80,997
19,000 19,000 19,000 - - - -
75,406 93,190 318 636 2,858 15,101 14277
2 2 - - 2 - -
16,047 16,047 16,047 - - - -
110455 123,239 35,365 636 2,860 15,101 74,277
8,207 769 26 111 581 6,720
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Auburn Securities 3 plc

Notes (continued)

16 Financial risk management (continued)

17

18

{e) Currency risk

The company 1s not exposed to any significant currency risk as all of 1ts financial assets and
lhabihities are denominated 1n sterling

(P Sensitivity analysis

Because of the interest rate swap structure in place, any movement 1n interest rates should have
no matenial effect on the company’s statement of comprehensive income because the net impact
of the swap 15 to remove all interest rate nsk from the company Additionally, as noted
elsewhere 1n these accounts the company 1s not exposed to currency risk

Other financial commitments
Restricted cash balances

Cash balances held includes restricted cash balances to the value of £34 lm (2011 £35 8m), which
must be pnmarily utilised to make payments due on the company’s non-recourse funding in prionty
to any other use

Ultimate parent undertaking

The company was established by a contract as part of an individual mortgage secuntisation This
contract governs the relationship between Capital Home Loans, the mortgage onginator, Permanent
TSB Group Holdings plc, Capital Home Loan’s ultimate parent undertaking, and Auburn Securities 3
plc, whose activities are precisely defined in the relevant legal documents The entity’s results have
been consolidated within the financial statements of Permanent TSB Group Holdings plc, a company
incorporated 1n the Republic of Ireland A copy of the consohidated group financial statements and
annual report may be obtained from the following address 56-59 St Stephen’s Green, Dublin 2,
Republic of Ireland

335




Auburn Securities 3 plc

Notes (continued) !
19 Related party transactions
The company has a related party relationship with Capital Home Loans Limited, with its parent
undertaking, Permanent TSB ple, with its ultimate parent undertaking, Permanent TSB Group
Holdings plc and its directors The directors undertook no transactions directly with the company

during the year

The company undertook the following transactions with Capital Home Loans Limited 1n the year

During Dunng
year ended As at year ended As at
31 December 31 December 31 December 31 December
2012 2012 2011 2011
£°000 £2000 £000 £000
Loans and advances to 1,470 67,384 1,624 73,216
customers
Deferred consideration due 11 {7,904) 12 (7,774)
Additional capital amounts due (1,271) (6,689) (230) (7,960)
Interest swap amounts due (52) 13) (57 3
Other administrative expenses
pad (10) 1) (10) (1
CSA mterest payable 32) (2) - - :

The company undertook the following transactions with Permanent TSB plc 1n the year

During Durnng
year ended Asat year ended As at
31 December 31 December 31 December 31 December
2012 2012 2011 2011
£°000 £000 £000 £000 i
Other administrative expenses (6) {7 (6) (37 ‘
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Notes (continued)
20 Significant judgements/estimates made by management

Signmificant judgements and estimates made by the company which have a sigmificant impact on the
financial statements include

Significant estimate Key details

Gomg-concem Details set out 1n basis of preparation note
Loan loss Details set out 1n note 1
provisioning

Valuation of interest  The timing of expected cash flows from the interest rate swaps 1s dependent on

rate swaps expected cash flows from the securitised mortgage book These estimates drive
the fair value of the denvatives held for trading and the key underlying
assumptions n arriving at this fair value are set out in note 15

Fair value of Details set out 1n note 15
financial instruments

21  Segment reporting

The company’s principal business 1s the provision of residential and buy-to-let mortgages secured
on properties 1 the Umted Kingdom All of the associated net results and assets are located 1n the
United Kingdom and are derived from this business which are managed on a umfied basis The
company accordingly considers that it operates in one segment and that there are no separate
reportable segments for which additional segment disclosures are required Details on the
geographical analysis of the company’s loan book and other details on 1ts customers are set out in
note 11 and 16 Additionally, there are no other segmental analyses reviewed by the company’s
chief operating decision maker 1n this regard

22  Approval of financial statements

The board of directors approved these financial statements on 7 May 2013
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