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AIRE VALLEY WAREHOUSING 1 LIMITED

Directors' Report for the year ended 3} December 2011
Registered Number: 5321836

The Directors present their Report and the audited Financial Statements for the year ended 31 December 2011

Principal activities and business review

On 1 October 2010 UK Asset Resolution Limited {'UKAR') was established as the holding company for Northern
Rock (Asset Management) plc (NRAM') and Bradford & Bingley plc {'B&B’), bninging together the two brands
under shared management and a common Board of Directors

Arre Valley Warchousing 1 Limited (‘the Company') 1s a imited hability company mcorporated and domeciled 1in
the United Kingdom

The Company's principal acuvity was to 1ssue floating andfor fixed rate debt secunties and to enter mto financial
arrangements 1o fund the actvities of certan subsidianies of Aire Valley Holdings Limited by means of
intercompany loans The debt secunties were 1ssued mn Sterling and were sccured on a bencficial interest in a
portfohie of mortgage loans held by Aure Valley Trustee Limned, under a master trust arrangement These
mortgage loans, which were onginated by B&B were secured on residential property in the UK The Company
1ssued £0 5bn floating rate notes on 23 February 2005 and repad them on 2! August 2006 n accordance with the
terms of its contractual agreements The Directors do not expect that the Company will 1ssue any further loan
notes The Company has met all 1ts obligations under the terms of the 1ssue documentation

During the current and preceding financial year the Company received no mncome and incurred no expenditure
Consequently duning those years the Company made neither a profit nor a loss and no Statement of
Comprehensive Income has been prepared

Risk management and control

In the ordinary course of business the Company 15 exposed 10, and manages a vanety of risks, with credit nisk
being of particular sigmificance The key nisk and uncentamties faced by the Company are managed within the
framework established for the Bradford & Bingley Group ('B&B Group')

The Directors have responsibility for the overall system of internal control and for reviewing its effectiveness
The effectiveness of the risk management 1s then monitored on an ongoing basis Details of the Company's nsks
and their management and control are provided in note 5 and further discussion in the context of the B&B Group
as a whole 15 provided in the B&B Group's 2011 Annual Report & Accounts which de not form part of this
Report and Financial Statements

The Company's operations are subject to periodic review by the B&B internal audit department
Dividend

No dividend was paid during the year (2010 £ml) The Directors do not recommend the payment of a final
dividend for the year (2010 £nil)

Payment policy
Standard terms provide for payment of all invoices within 30 days of tnvoice date, except where different

arrangemenis have been agreed with supphers 1t 1s the policy of the Company to abide by the agreed payment
terms
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AIRE YALLEY WAREHOUSING 1 LIMITED

Directors’ Report for the year ended 31 December 2011 (continued)

Directors
The Directors whe served duning the year and up to the date of sigming the Financial Statements were as follows

Phillip Alexander McLelland
SFM Directors Limited
SFM Directors (No 2} Limited

Mr McLelland SFM Dhrectors Limited and SFM Directors (No 2) Limited are also directors of Awre Valley
Holdings Limited None of the Directors had any interest in the shate capital of Awre Valley Holdings Limuted
duning the year and none of the Directors had an interest in the share or loan captial of B&B or n any of us
subsidiary undertakings

Disclosure of information to audrtors

The Directors who held office at the date of approval of this Directors' Report confirm that, se far as they are each
aware, there 15 no relevant audit information of which the Company's auditors are unawarc, and that each Director
has taken ali the steps that he ought to have taken as a Director 10 make himself aware of any relevant audit
mformation and to establish that the Company's auditors are aware of that information

Pohtical and charitable coentributions
During the year no political or chartable contnbutions were made (2010 £ml)

Third party indemnities

Qualifying third party indemmity proviston for the benefit of the Directors was i force during the year under review
and remains 1n force as at the date of approval of the Directors’ Report and Financial Statements

Independent auditors

During the year KPMG Audit Plc resigned as auditors of the Company, and PricewaterhouseCoopers {(PwC')
were appointed

Pursuant 10 section 487 of the Compamies Act 2006, auditors duly appointed by the sole member of the Company

shall subject to any resolution to the contrary, be deemed to be reappointed for the next financial year
PnicewaterhouseCoopers LLP having expressed their willingness, will therefore continue 1n office

By order of the Board

;e:na Whitaker

Per pro S'M Corporate Services Lim:ted
Company Secretary

18 June 2012
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AIRE VALLEY WAREHOUSING 1 LIMITED

Statement of Directors’ Responsibilities in respect of the Directors' Report and Financial Statements

The Directors are responsible for prepanng the Directors’ Report and the Financial Statements in accordance with
applicable law and regulations

Company law requires the Directors to prepare the Financial Statements for each financial year Under that law the
Directors have prepared the Financial Statements 1n accordance with International Financial Reporting Standards
(IFRS") 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 prepanng these Financial Statements, the Directors are
required to

- select suitable accounting pobicies and then apply them consistently,
- make judgements and accounting estimates that are reasonable and prudent,

- state whether applicable IFRS as adopted by the EU have been followed, subject 10 any material departures
disclosed and explamned in the Financ:al Statements, and

- prepare the Financial Statements on the going concern basis unless 1t 1s inappropriate to presume that the
Company will continue 1n business

The Durectors 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 tume the financial position of the Company
and enable them 10 ensure that the Financial Statements comply with the Compames 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

Legislation 1n the United Kingdom governing the preparation and dissemmnation of Financial Statements may differ
from legislation in other junisdictions
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AIRE YALLEY WAREHOQUSING 1 LIMITED

Independent Auditor's Report to the members of Aire Valley Warehousing 1 Limited

We have audited the Financial Statements of Aire Valley Warehousing | Limuted for the year ended 31 December 2011 which
compnise 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 apphed n their preparation 15 applicable law and
International Financial Reporting Standards ('IFRS") by the European Umon

Respective responsibihities of directors and suditor

As explamed mere fully in the Statement of Directors’ Responsibihities set out on page 6, the Directors are responsible for the
preparation of the Financial Statements and for being sansfied that they give a true and fair view  Our responsibility 15 to audit, and
express an opimion on the Financial Statements 1n accordance with applicable taw 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

This report, including the opimions has been prepared for and only for the Company's members as a body in accordance with
Chapter 3 of part 16 of the Compames Act 2006 and for no other purpose  We do not, tn giving these opintons, accept Or assume
responsibiity for any other purpose or to any other person to whom this report 15 shown or into whose hands it may come save
where expressly agreed by our prior consent 1n wriing

Scope of the audit of the Financal Statements

An audit involves obtaimng evidence about the amounts and disclosures in the Financial Statements sufficient to give reasonable
assurance that the Ninancial Statements are free from material misstatements, whether caused by fraud or error  This includes an
assessment of whether the accounting policies are appropnate 1o the Company's circumstances and have been consisiently applied
and adequately disclosed the reasonableness of significant accounting estimates made by the Directors and overall presentation of
the Fimancial Statements If we become aware of any apparent matenal misstatements or inconsisiencies we consider the
implications of our report  In addition, we read all the financial and non-financial information tn the Director's Report (0 indentify
matenal inconsisiencies with audited Financial Statements

Opmion on Financial Statements

In our opimon the Financial Statements

» give a true and fair view of the state of the Company's affaurs as at 3 Decesnber 2011 and of its result and cash flows
for the year then ended

= have been properly prepared i accordance with IFRS as adopted by the European Union, and

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

Opinion on other matter prescribed by the Compantes Act 2006
In cur opinron the mformation given 1n the Directors’ Report for the financial year for which the Financial Statements are prepared 15
consistent with the Financial Statements

Matters on which we are required to report by exception
We have nothing to report m respect of the following matters where the Companies Act 2006 requires us to report to you if 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 i agreement with the accounting records and returns or
« cerigin disglosures of Directors remuneration specified by law are not made, or
we have gt redeiyed ail the information and explanations we require for our audit

A NS

Mark Hannam (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditor
Leeds

18 June 2032
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AIRE VALLEY WAREHOUSING 1 LIMITED

Statement of Comprehensive Income for the year ended 31 December

During the current and preceding financial year the Company received no income and incurred no expendrture
Consequently during those years the Company made neither a profit nor a loss and nc Statement of Comprehensive
Income has been prepared
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Balance Sheet at 31 December

Registered Number: 5321836

Assels

Cash and cash equivalents

Amounts due from Group undertakings
Total current assets

Total assets

Equity

Capital and reserves atinibutable to equity holders
Share capital
Retained earnings

Total attributable equity

Total eqnty and habihties

AIRE VALLEY WAREHOUSING 1 LIMITED

2011 2010

Notre £000 £000
3 3

3 1 1

4 4

4 4

6 - -

4 4

4 4

4 4

The notes on pages 12 to 15 form an integral part of these Financial Statements

The Financial Statements were approved by the Board of Directors and authonsed for 1ssue on 18 June 2012

and signed on 1ts behalf by

pet pro SFM Duirectors Limited
Director

18 June 2012
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AIRE VALLEY WAREHOUSING 1 LIMITED

Statement of Changes in Equity for the year ended 31 December

Share Retained Total
capital earnings equity
£000 £000 £000
At 1 January 2011 - 4 4
Total Comprehensive Income for the financial year - - -
At 31 December 2011 . 4 4 !
|
1
At 1 January 2010 - 4 4
Total Comprehensive Income for the financial year - - -
At 31 December 2010 - 4 4
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AIRE YALLEY WAREHOUSING 1 LIMITED

Cash Flow Statement for the year ended 31 December

2011 2010
£000 £000
Cash flows from operating activities
Profit before taxation - -
Net decrease in operating assets
Amounts due from Group undertakings - 1
Cash generated from operations - I
Taxation paid - (1)
Net cash generated from operating activities - -
Net increase 1n cash and cash equivalents -
Cash and cash equivalents at beginming of year 3 3
Cash and cash equivalents at end of year 3 3
1 Cash at bank 3 3

All cash held 1s unencumbered and held in banks with a credit rating of A or above
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AIRE VALLEY WAREHOQUSING 1 LIMITED

Notes to the Financial Statements for the year ended 31 December 2011
1 Principal accounting policies
Aure Valley Warehoustng 1 Limited (the Company') 1s a im#ted habihty company incorporated and domiciled in the United Kingdom
{a) Statement of compliance

The Company's Financial Statements have been prepared and approved by the Directors o accordance with International Financial Reporting
Standards as adopted by the EU (‘Adopted [FRS")

For these 2011 Financial Statements, including the 2010 comparative financial information where applicable, the Company has adopted for
the first time the following statements

» The November 2009 amendmentis to IAS 24 ‘Related Party Disclosures’, which clarified the disclosure requirements for
Government-related entities and was effective from 1 January 2011

» The October 2010 amendments to IFRS 7 ‘Financial Instruments Disclosures regarding enhancement of disclosures of transfers of
financial assets

For these 2011 Financial Statements the Company has not adopted the following statements

IFRS 9 ‘Financial Instruments’, sections of which have been tssued as part of the International Acceunting Standard Board's (‘IASB’s”)
project to replace 1AS 39 ‘Financial Instruments Recognition and Measurement’, and the associated amendments to IFRS 7 These
statements are expected to be mandatory for 2015 Financial Statements, with 2014 comparative information, but have not yet been adopted
for use in the EU

IFRS 13 Farr Value Mecasurcment’ This statement 15 expected 1o be mandatory for 2013 Financial Statements, with 2012 comparative
informatien, but has not yet been adopied for use 1n the EU

The December 2010 amendments to LAS 12 *Income Taxes’ relating to ‘Deferred Tax Recovery of Underlying Assets” This amendment 1s
expected to be mandatory for 2012 Financial Statements, with 2011 comparative information, but has not yet been adopied for use in the
LU

The June 2011 amendments 1o LAS 1 ‘Presentation of Financal Statements” relaung to ‘Presentation of Items of Other Comprehensive
income’  This statement 15 expected 10 be mandatory for 2013 Financial Statements, with 2012 comparative tnformation, but has not yet
been adopied for use in the EU

The December 2011 amendments to IFRS 7 and LAS 32 Financial Instruments Presentation’ relating to the offsctting of financial assets
and financial habiliies  This statement s expected to be mandatory for 2013 Financial Statements, with 2012 comparative information,
but has not been adopted for use in the EU

All other new standards, amendments to standards and interpretations are not considered relevant to and have no impact upon the Fnancial
Statements of the Company

The Financial Statements also comply with the relevant provisions of Part 15 of the Companies Aci 2006 and regulations made thereunder
(b} Basis of preparaton

The Financial Statements are presented in pounds sterhng, which 1s the currency of the Company’s pnimary operating environment, and on a
going concern basis The Financial Statements have been prepared under the historical cost convention

The Directors consider that the accounting policies set out in this note are the most appropniate 10 the Company’s circumstances, have been
consistenily applied to the Company in dealing with items which are considered matenal, and are supported by reasonable and prudent
estmates and judgements

Judgements made by the Directors in the application of these accounung policies that have a sigmficant effect on the Financial Statements
and estmates with a stgnificant nsk of matenal adjustment in the next year are discussed n note 4

The Directors consider the business to compnise one operating and geographical segment due 1o the similanty of nisks faced within ats UK
based residential portfohos

The Financial Statements have been prepared in accordance with EU adopted [FRS, [FRIC interpretations sssued by the IFRS [nterpretations
Committee (formerly the International Financial Reporting Interpretations Commuttee) and wath those pans of the Companies Act 2006
apphcable to companics reporting under IFRS A summary of accounting policies is sct out below The preparation of the Fmancial
Statements n conformity with these accounting policies and generally accepted accountng prnciples requires the use of esimales and
assumptions that affect the reported values of assets and habilities at the date of the Financial Statements and the reported amounts of
revenues and expenses during the reporting peniod  Although these esumates are based on management's best knowledge of the amounts
event or acuions, actual results vlumately may differ from those estumates (see note 4)
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AIRE VALLEY WARFHOUSING 1 LIMITED

Notes to the Financial Statements for the year ended 31 December 2011 (continued)
1 Principal accounting pohictes (continued)
{c) Taxation

The charge for taxation 1s based on the result for the year and takes into account taxation deferred or accelerated ansing from
temporary differences between the carrying amounts of certain items for taxation and for accounting purposes Deferred taxation 1s
provided for i full at the tax rate which 1s expected to apply to the pertod when the deferred taxation 1s expected to be reahsed,
including on tax losses carned forward, and 15 not discounted 1o take account of the expected timing of realisation Deferred taxation
assets are recognised only to the extent that 1t 15 probable that future taxable profits will be available against which the taxable
differences can be utihised

{d) Cash and cash equivatents

For the purposes of the Cash Flow Statement cash and cash equivalents comprise balances which had an original marurity of three
months or less

(e) Classification of financtal instruments
In accordance with 1AS 39 each financial asset 1s classified at imtial recogmition into one of four categonies

(1) Financial assets at fair value through profit or loss
(1) Held to matunty investmenis

(1) Loans and recervables, or

(1v) Avatlable-for-sale,

and each financial liability into one of two categories

(v} Financial habilities at fasr value through profit or loss, or
(v1) Other habilities

Measurement of financial mnstruments 1s exther amortised cost (categonies (11} (1) and (v1) above) or at farr value (categonies (1), (1v)
and (v} above), dependmg on the category of financial mstrument

The Company does not carry any financial instruments at 'fair value’

2 Employees and Directors’ emoluments

There were no employees during the year or previous year and none of the Directors recetved emoluments 1n respect of their services
to the Company A corporate service [ee 1s pand by Aire Valley Funding 2 Limited on behalf of the Company to Structured Finance
Management Limited 1n connection with its supply of corporate management services including the provision of directors (see note 3}

3 Related party disclosures

The Company 1s a specral purpose vehicle controlled by its Board of Directors, which compnises three directors Two of the
Company's three directors are corporate directors provided by Structured Finance Management Limited and the third Director 1s a
director of B&B (the controlling party under IFRS) Aire Valley Funding 2 Limited pays a corporate service fee to Structured Finance
Management Limited 1n connection with 1ts provisien of cerporate management services mcluding the provision of directors  The fees
pavable to Structured Finance Management Limited for providing such services amounied to £8,661 (2010 £9,199), all costs bemg
bome by B&B
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(a)

(b}

AIRE VA1 LEY WAREHOUSING 1 LIMITFD

Notes to the Financial Statements for the year ended 31 December 2011 (continued)
Related party disclosures {continued)

The Company had the following balances with companies within the Aire Valley Holdmgs Limited Group

Aire Valley  Aire Valley

Holdings Holdings
Limited and  Limned and
subsidianes subsidianes

2011 2010
£000 000
Current assets
Amounts due from Group undertakings I 1

Audilors remuneration of £3,464 (2010 £3,872) was borne by B&B

Critical accounting Judgements and estimates

In preparation of the Company’s Financial Statements judgements and cstimates may be made which may affect the reported amounts of assets
and habibues judgements and estimates are kept under continuous evaluation

Judgements and estimates are based on historical expenience, expectations of future events and other factors At 31 December 2011 there were
no critical accounting judgements and estimates

Financial instruments

Categones of financial assets and financial habihties carrying value compared to fair value

I fair values

Loans aod Total carrying increased by

At 31 December 2011 recewvables value kair value 1%
Financial assets

2000 £000 £000 £000

Cash and cash equivalents 3 3 3 -

Amounts due from Group underntakings 1 1 1 .

Total financial assels 4 4 4 -

If far values

Loans and Total carrying increased by

At 31 December 2010 receivables value Fawr value 1%

Financial assets

£000 £000 £000 £000

Cash and cash equivalents 3 3 3 -

Amounts due from Group undertakings 1 1 1 -

Total financal assets 4 4 4 -

At 31 December 2011 the Company had ro financial liabilsties (2010 £mil)

Nature and extent of risks arnsing from financia) instruments

(1) Credit risk
The main financial nsk ansing from the Company's activities 15 credit risk - Credit nisk reflects the nisk that a counterparty of the Company will be
unable or unwilling to meet a contractual commitment 1o the Company The Company 1s exposed to credit nsk ansing from amounts on deposit

with third partres and amounts due from Group undertakings

The Company's exposure to credit nsk was

2011 2010
£000 £000
Cash and cash equivalents 3 3
Amounts duc from Group undenakings 1 1
Exposure to credit risk 4 4
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(b)

{c}

AIRE VALLEY WAREHOUSING 1 LIMITED

Notes to the Financial Statements Tor the year ended 31 December 2011 {contipned)
Financial instruments {(continned)

Nature and cxtent of nsks ansing from financial instroments (continued)

(1) Otker market risks

At the Balance Sheet date the Company had no othcr matenal exposure to market nsks (2010 nl)
Concentrations of nsk

The amount due from Group undertakings 15 due from one entity, Awre Valley Funding 2 Limited

Called up share capital

2011 2010 2011 2010
Shares Shares £ £
Authonsed
At | Janvary and 3t December 100 100 100 100
Allotted, 1ssued apd fully paid
At 1 January and 31 December 2 2 2 2

The shares rank equally 1n respect of nghts attached to voting, dividends and in the event of 2 winding up

Capital structure

The Company's capiial 15 represented by the capital and reserves attributable to equity holders  The Company 1s not subject to externally
imposed capstal requirements other than the mimmum share capital required by the Compamies Act, with which 1t complies  The Company
manages 11s ordinary share capiial m order that there 1s sufficient capital to meet the needs of the Company i ds operations

Ulumate parent undertaking

The Company's immediate parent undertaking 15 Aure Valley Holdings Limited, a Timited habibuy company incorporated and demiciled in the
United Kingdom

The Company's ulumate parent undertaking 15 SFM Corporate Services Limited, 8 limted lhisbility company ncorporated and domuciled n the
United Kingdom, which holds the shares of Awre Valley Holdings Lumited on a discretnonary trust basis for charntable purposes  Copics of the
Fancial Statements of Awre Valley Holdings Lumuted and SFM Corporate Services Limned may be obtamed from the Company Secretary at 33
Great St Helen's, London EC3A 6AP

As a result of The Bradford & Bingley plc Transfer of Securiiies and Property etc  Order 2008, which transferred all shares in B&B 1o the
Treasury Solicitor as nommee for HM Treasury on 29 September 2008, the Company considered Her Majesty's Government to be iis ultimate
controllng party from that date On | Oclober 2010 all shares m B&B were acquired via a share-for-share exchange by UK Asset Resolution
Limited, a private smited company incorporated and domiciled in the Umited Kingdom, which 15 wholly owned by the Treasury Solicitor as
nomunee for HM Treasury The Company considers Her Majesty's Government to rerain ats ultimate controlling party  UKAR heads the largest
group of companies into which the Financial Statementsof the Company are consohdated  Copres of the financial statements of UKAR may be
obtamned from the Company Secretary at Croft Road, Crossflatts, Bingley, West Yorkshire BD16 2UA

Es ents after the reporning pered

The Directors are of the opmion that there have been no significant events which have occurred since 31 December 2011 to date of this report
that are likely to have a matenal effect on the Company's financial position as disclosed i the Financial Statements

Page 15




