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Directors’ report

The directors present their report on the affairs of Funding for Equity Release Secuntisation Transaction
(No 5) Ltd ( ‘the Company ) together with the financial statements and auditors’ report for the year ended
31 July 2007 The comparative period income statement, statement of changes in equity and cash flow
statement represent amouttts covering a 13 month period, these amounts are not entirely comparable to the
relative amounts recognised n the current period

Principal activities and business review

The Company was incorporated in Great Britain under the name of Funding for Equity Release
Secuntisation Transaction (No5) Ltd on 1 July 2005 It 1s registered as a private himited company under
the Companies Act 1985 The Company started trading on 18 August 2005

The principal activity of the Company 1s the provision of financing to Equity Release Funding (No 5) Plc
("ERT 5} a vehicle used to facilitate the securitisation of equity release mortgages The company makes
avatlable a credit facility in the form of an accreting loan to ERF 5, in order to provide hiquidity during the
early periods of the securitisation

The directors expect the general level of activity to contnue i the future

Results and dividends

The results for the year and the state of the Company s affairs are set out in the accompanying financial
statements The profit for the year was £16,040 (2006 £17 132)

No dividends were declared or paid by the Company during the year and the directors do not propose a
final dividend
Disclosure of information to auditors

At the date of Board approval of this Report and Financial Statements for the year ended 31 July 2007,
each of the Directors has confirmed that

. as far as they are aware, there was no relevant audit information of which the auditors were unaware,
and,

s they have taken all the steps necessary as a Director in order to make themselves aware of any
relevant audit information and to establish that the auditors have been made aware of that
information

This confirmation 1s given and should be mterpreted in accordance with the provisions of Section 234ZA
of the Companies Act 1985

Going concern

The directers believe that the company 1s a going concern and accordingly have prepared the financial
statements accounts on this basis

Directors’ details and interests

The directors who served during the year are disclosed on page 1 to the accounts

Wilmington Trust SP Services (London) Limited holds the eniire 1ssued share capital of the company
None of the directors who served throughout the year had any interest in the company

Employees

The company had no employees Wilmington Trust SP Services (London) Limited (formerly SPV
Management Limuted) perform the company secretanial function
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Directors’ report

Financial instruments
The company uses financial nstruments comprising investments, borrowings, cash and various items
(such as trade debtors and trade creditors) that arise directly from its operations

It 15, and has been throughout the year under review, the company’s policy that no trading n financial
instruments shall be undertaken

The main risks arising from the company’s financial instruments are credit risk, interest rate risk and
liquidity risk The directors review and agree policies for managing each of these nisks and they are
summansed below

Credit nisk

Credit nisk 15 principally the risk that the borrower will not be able to meet their interest obligation as they
fall due The ongoing credit nsk of the investment is closely momtored by the directors

Interest rate risk

Interest rate rnisk exists where assets and liabihities have interest rates set under different bases or which
reset at different times The company minimises 11s exposure to interest rate risk by ensuring that the
interest rate characteristics of 1ts assets and habilities are similar Where this 1s not possibie the Group
considers the use of derivative financial instruments to mitigate any residual interest rate risk

Liquidity risk

The Group’s policy s to manage hquidity rnisk by matching the tming of the cash receipts its investments
with those of the cash payments due on the sources of financing The company has also established
reserve short term funding facilities which can be used n the event that cash receipts from investments do
not exceed cash payments due on sources of finance

Auditors

A resolution to reappoint Ernst & Young LLP as auditors will be put to the members at the Annual
General Meeting

Approved by the board of directors and signed on behalf of the board

A7

Dhrector
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Statement of directors’ responsibilities in respect of the
financial statements

The directors are responsible for preparing the Annual Report and the financial statements in accordance
with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kimgdom Accounting Standards and applicable law)
The financial statements are required by law to 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 year [n preparing these financial statements, the
directors are requied to

¢ select surtable accounting policies and then apply them consistently,
* make judgements and estimates that are reasonable and prudent,

s state whether applicable accounting standards have been followed and explained 1n the financial
statements, and

s  prepare the financial statements on the going concern basis unless it 1s inapproprate to presume that
the company will continue 1n business

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the company and to enable them to ensure that the financial
statements comply with the Companies Act 1985 They are also responsible for the system of internat
control, for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other wregulanties




Independent auditors’ report

to the members of Funding for equity release securitisation transaction (No.5)
Ltd.

We have audited the financial statements of Funding For Equity Release Securitisanon Transaction (No 5)
Lid ("FFERST 57) for the year ended 31 July 2007 which compnise the profit and loss account, the
balance sheet, the cash flow statement and the related notes 1 to 15 These financial statements have been
prepared under the accounting policies set out therein

This report 1» made solely to the company's members, as a body, in accordance with section 235 of the
Compames Act 1985 Our audit work has been undertaken so that we might state to the company’s
members those matters we are required 1o state to them n an auditors” report and for no other purpose To
the tullest extent permitted by law, we do not accept or assume responsibility (o anyone other than the
company and the company’s members as a body, for our audit work for this report, or for the opimmions we
have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the Annual Report and the financial statements 1n accordance
with apphicable United Kingdom law and Accountung Standards (United Kingdom Generally Accepted
Accounting Practice) are set out 1n the Statement of Directors’ Responsihhties

Our responsibtlity 1s to audit the financial statements 1n accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared 1n accordance with the Companies Act 1985 We also report to you whether in our
opinion the nformation given 1n the dwectors® report 1s consistent with the financial statements

In addition we report to you 1f, n our opimion, the company has not kept proper accounting records, 1f we
have not recerved all the information and explanations we require for our audt, or 1f information specified
by law regarding directors’ remuneration and transactions with the Company 1s not disclosed

We read the Directlors’ report and consider the implications for our report 1f we become aware of any
apparent misstatements within 1t

Basis of audit opinion

We conducted our audit 1n accordance with International Standards on Auditing (UK and Ireland) 1ssued
by the Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financtal statements [t also includes an assessment of the sigmficant
estimates and judgements made by the directors it the preparation of the financial statements, and of
whether the accounting policies are appropriate to the Company’s circumstances, consistently applied and
adequately disclosed

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




Independent auditors’ report

to the members of Funding for equity release securitisation transaction (No 5)
Ltd. {continued)

Opinion
In our opinion
. the financial statements gtve a true and fair view, 1n accordance with Umted Kingdom Generally

Accepted Accounting Practice, of the state of the company’s affairs as at 31 July 2007 and of 1its
profit for the year then ended,

¢ the financial statements have been properly prepared 1n accordance with the Compames Act 1985,
and

+  the information given in the directors’ report 1s consistent with the financial statements

G xZ %ﬂ —y Lt P
Emst & Young LLP /

Registered Auditor
London

o Z O
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Profit and loss account
for the year ended 31 July 2007
Period from
I July 2005
1o
2007 31 July 2006
Notes £000 £000
Interest income 3 762 238
Other iIncome 370 483
Interest expense 4 (713) (220}
Other expense (400} (480)
Operating profit and profit on ordmary
activitries before taxation 5 19 21
Tax on profit on erdinary activities 6 3) (4)
Profit on ordinary activities after taxation and
retained for the year/ pertod 16 17

The results above arose wholly from continuing operations

The Company had no recognised gains or losses other than those included in the profit and loss account

The accompanying notes are an integral part of this profit and loss account
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Balance sheet
at 31 July 2007
2007 2006
Notes £000 £000
Fixed assots
[nvestments 7 16,888 10,488
Current assets
Debtors 8 6l 51
Cash at bank 211 96
272 147
Creditors amounts falling due within one period 9 (17,127) (10,618)
Net current assets (16,855) (10471}
Total assets less current habilities 33 17
Capital and reserves
Called-up share capital 10 - -
Profit and loss account 1 33 17
Equity shareholders’ funds 33 17

The financial statements were approved by the Board of Directors on 2 9/ oz / 2007

Signed on behalf of the Board of Directors

Wilmington Trust SP Services (London) Limited

Director

28, 02-/ 2008

The accompanyng notes are an integral part of this balance sheet
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Cash flow statement
Year ended 31 July 2007

Notes
Net cash inflow from operating activities 12

Taxation
UK corporation tax pawd

Capstal expendriture and financial investment
Loan Advanced

Financing
Funds borrowed

Increase in cash

The accompanying notes are an integral part of this cash flow statement

Period from

I July 2003

to

2007 31 July 2006

£000 £000
118 96
(3} -

(6,400)  (10,488)

6,400 10,488

115 96
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Notes to the financial statements
at 31 July 2007

Accounting policies

A summary of the principal accounting policies, all of which have been appled consistently throughout
the year 1s set out below

Basis of accounting

The financial statements have been prepared in accordance with applicable Unmited Kingdom law and
accounting standards and under the historical cost convention

Investment income

Income 1s recervable from loans and 1s accounted for on an accruals basis to give a constant rate of return
on the net amount outstanding

Interest expense

Interest expense paid on the secured loan notes 1s accounted for on an accruals basis to give a constant rate
of return on the net amount outstanding

Taxation

Current tax, including United Kingdom corporaton tax and forewgn tax, 1s provided at amounts expected
to be paid (or recovered) using the tax rates and laws that have been enacted or substantially enacted by
the balance sheet date

Deferred tax 1s recogmised in respect of all iming differences that have orginated but not reversed at the
balance sheet date where transactions or events that result in an obhgation to pay more tax in the future or
anight to pay less tax in the future have occurred at the balance sheet date  Tinming differences are
differences between the company’s taxable profits and its results as stated n the financial statements that
arise from the incluston of gains and losses in tax assessments in periods different from those 1n which
they are recognised in the financial statements

A net deferred tax asset is regarded as recoverable and therefore recognised only when, on the basis of all
available evidence, it can be regarded as more likely than not that there will be suitable taxable profits
from which the future reversal of the underlying timing differences can be deducted

Deferred tax 1s measured at the average tax rates that are expected to apply in the pertods mn which the
timing differences are expected to reverse, based on tax rates and laws that have been enacted or
substantively enacted by the balance sheet date

Investments

Investments conssst of a loan to a customer, interest on which 1s set at three month Libor plus 35bps and
which 1s shown at cost The directors consider there has been no impairment in value, as they believe the
investments will be realised in full

Loans

Loans payable are held at cost and are renewed every three months Interest on loans payable 1s set at the
prevailing commercial paper rate

10
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Notes to the financial statements
at 31 July 2007

2. Directors and employees

Wilmington Trust SP Services (London) Limited (formerly SPV Management Limited) are entitled to
receive £6,050 per annum 1n respect of their role as director to the company

None of the directors received any emoluments from the Company (2006 nil)

None of the directors had any material interest in any contract of sigmificance 1n relation to the business of
the Company

The Company does not have any employees (2006 ml)

3. Interestincome

Period from

I July 2005

o

2007 31 July 2006

£000 £000

Interest iIncome on loan 762 238
4. Interest expense

Period from

I July 2005

to

2007 37 July 2006

£000 £000

[nterest on funds borrowed 713 220

5. Profit on ordinary activities before taxation

The profit on ordinary activities before taxation 1s stated after charging auditors’ remuneration as follows

Period from

1 July 2005

fo

2007 31 July 2006

£000 £000

Auditors’ fees — audit of the Company’s accounts 10 6

11
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Notes to the financial statements
at 31 July 2007

6. Taxation on profit on ordinary activities

The tax charge for the year comprises

Charge/(credit) for the year
{Over)lunder provision 1n respect of prior periods

Current tax charge for the period

Factors affecting the tax charge for the year

Profit on ordinary activities before tax
Tax on group profit on ordinary activities at standard UK
corporation tax rate of 19 33% (2006 19%)

(Over)funder proviston n respect of prior periods

7. Investments

Loanto ERF 5

PRI SRR AT s 3
Period from
I Julv 2005
to
2007 31 Juby 2006
£000 £000
4 4
(1 -
3 4
Period from
{ July 2003
1o
2007 37 July 2006
£000 £000
19 21
4 4

(1)
3 4
2007 2006
£°000 £000
16,888 10,488

FFERST 5 has a commitment to provade the loan to ERF 5 amounting to £233,000,000 The loan 1s priced

at 3 month Libor plus 35bps

12
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Notes to the financial statements
at 31 July 2007

Debtors

Other debtors due within one period
Interest Receivable on Loan

Creditors: amounts falling due within one year

L.oans

Accrued mterest expense
Other creditors
Corporation tax payable

g for Equity Release Securitisation Transaction (No 5) Limited

2007

£°000

47

ol

2007
£°000

16,838

44
191

17,127

The interest on the loan is linked to 3 months Commercial Paper costs of funds

Share capital

Authorised
I ordinary share of £1

Allotted, called-up and fully paid-up
| ordinary share of £1

2007
£°000

1,000

2006
£'000

26
25

51

2006
£°000

10,488
24
102

10,618

2006
£°000

1,000

The £1 ordinary share was 1ssued on 1 July 2005 to Wilmington Trust SP Services (London) Limited
{formerly SPV Management Limited ) This one share 1s held under the terms of a declaration of trust

dated 5 July 2005

Reconciliation of movement in shareholders’ funds

At 1 August 2006
Retained profit for the year

At 31 July 2007

Profit &
Share Loss Total
Caputal Account 2007
£°000 £'000 £000
- 17 17
- 16 16
- 33 33

13
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12.

13.

14.

15

Notes to the financial statements
at 31 July 2007

Reconciliation of operating profit to net cash inflow from operating activities
Pertod from
I July 2005
to
2007 31 July 2006

£000 £O00

Profit on ordinary activites before tasation 19 21

Increase in debtors (1 5n

tncrease n creditors 11¢ 126

Net cash inflow from operating activities 118 96

Analysis of changes in net debt

As at As at

! August 31 July

2006  Cash flows 2007

£7000 £°000 L0060

Cash at bank 96 113 211

Debt due within 1 year {10,488) (6,400) (16,888)

Total (10,392) (6,285) {16,677}
Reconcihation of net cashflow to movement in net debt

2007

£000

Net debt as at | August 2006 (10,392)

Increase in cash 115

Movement in net debt in the period (6,400)

Net debt as at 31 July 2007 (16,677)

Controlling party

One ordwmary share of £1 00 was 1ssued to Wilmington Trust SP Services (London) Limited (formerly
SPV Management Limited ) The share 1s held on trust under the terms of a declaration of trust with the
ultimate beneficiaries being charities chosen by the Trustee

The directors regard Wilmington Trust SP Services {L.ondon) Limited. as Trustee of the Share Capital, to
be the ulumate and intermedsate controlling party

Related party disclosures

Wilmington Trust SP Services (Londen) Limited provide directors, secretarial and regsstration services to
the Company During the year, fees incurred for these services were £7 104 (31 July 2006 £7,050) At
31 July there was nil payable to Wilmington Trust SP Services (London) Limited (31 July 2006 £ nil)

14




