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WINDERMERE V11l CMBS PLC

DIRECTORS’ REPORT FOR THE YEAR ENDED 31 MAY 2013

The directors have pleasure 1n presenting their report and the financial statements of the Company for the year
ended 31 May 2013 with comparatives for the year ended 31 May 2012

PRINCIPAL ACTIVITIES

The Company 1s a special purpose company established 1 order to 1ssue commercial mortgage-backed loan
notes due April 2015 (“the loan notes”), to acquire a mortgage portfolio from Lehman Brothers Bankhaus AG,
London Branch and Lehman Commercial Paper Inc, United Kingdom Branch (“the Commercial mortgage

loans™), to create security and receive interest in respect thereof, and to enter into certain related transactions as
descnibed n the Offening Circular dated 28 July 2006

RESULTS AND DIVIDENDS
The trading results for the year and the Company’s financial position at the end of the year are shown 1n the
attached financial statements

The profit after tax of the Company for the year amounted to £1,743,252 (2012 loss of £53,824,949) as a result
of an impairment charge of £1,428,263 compared to an impairment charge of £59,727,426 in 2012 This was
offset by the fair value gain on denvatives of £3,950,277 compared to £7,368,074 1n 2012

The directors have not recommended a dividend (2012 £mil)

BUSINESS REVIEW AND FUTURE DEVELOPMENTS

On 1 August 2006, the Company 1ssued £1,037,598,000 commercial mortgage-backed loan notes and on the
same date acquired a mortgage portfolio from Lehman Brothers Bankhaus AG, London Branch and Lehman
Commercial Paper Inc , Umited Kingdom Branch The loan notes are listed on the Insh Stock Exchange

Durning the year the Company receirved £21,028,658 (2012 £155,283,451) from redemptions on the Commercial
mortgage loans and redeemed £21,002,849 (2012 £155,283,451) of the loan notes

The key performance indicators of the business are considered to be the net interest income margin and
impairments Duning the year, the Company achieved a net interest income margin {net interest income divided
by interest income) of 16 9% (2012 16 1%) At the year end, the Company had net habilities of £88,330,948
(2012 £90,074,200)

PRINCIPAL RISKS AND UNCERTAINTIES AND FINANCIAL INSTRUMENTS

Discussion of the Company’s approach to financial instruments 1s set out mn note 1 {significant accounting
policies) and in note 14 The Board reviews and agrees policies for managing the main risks ansing on the
Company’s financial instruments and they are summarised below

Going concern risk

The Company has net liabilities of £88,330,948 (2012 £90,074,200), due to cumulative impairment and write-
offs against the Commercial mortgage loans of £88,470,038 (2012 £87,041,776) The terms of the loan notes
1ssued by the Company and associated arrangements are such that amounts due are only payable to the extent
that there are sufficient receipts from the Company’s assets As a consequence, the directors believe that the
Company can continue to meets 1t obligations as they fall due

The three remaining commercial mortgage loans held by the Company are past therr matunty date and therefore
1t 1s the directors intention that the Company will cease trading in the foreseeable future, the tming of which will
be dependent on the speed of the recovery process of those loans, but 15 hikely to be within the next 12 months
Therefore the financial statements have been prepared on a basis other than that of a going concern, as descnbed
in note 1




WINDERMERE VIII CMBS PLC
DIRECTORS’ REPORT (CONTINUED)

FOR THE YEAR ENDED 31 MAY 2013

Currency risk
All of the Company’s assets and habiliies are denominated in Pounds Sterling therefore there 1s no foreign
currency risk

Interest rate risk

Interest rate nsk exists where assets and liabilities have interest rates under a different basis or which reset at a
different tme The Company mimimises 1its exposure 10 interest rate risk by ensuning that the imterest rate
characteristics of assets and liabihities are similar

Credit risk

The principal credit nsk to the Company 1s that the Commercial mortgage loan borrowers will not be able to
meet their obligations as they fall due The Commercial mortgage loans are secured on a number of UK
commercial properties which are geographically diverse and include a diverse tenant portfolio The largest
mdividual gross exposures to credit nisk relate to the two main borrowers, Government Income Portfolio and
Amadeus Portfolio totaling £191,853,336 (2012 £199,678,050) and £24,420,711 (2012 £24,420,711)
respectively At 31 May 2013, the total principal amount outstanding on all Commercial mortgage loans was
£221,227952 (2012 £244.635,217)

Impairment

The Company assesses at each balance sheet date whether there 1s any objective evidence that a financial asset 1s
impaired A financral asset or portfohio of financial assets 1s impaired and an impairment loss incurred if there 1s
objective evidence that an event or events since mmtial recogmition of the asset have adversely affected the
amount or timing of future cash flows from the asset

Cut of the three loans remaining at year-end all are impaired The Amadeus and Wood Green loans have had an
impairment charge booked to the income statement for the current year of £2,066,8%94 and £669,879 respectively
The Government Income loan has had an impairment write-back booked to the income statement for the current
year of £1,308,509 Please see below for the respecuive analysis

Amadeus

The Amadeus Lean was due to mature on 15 April 2009 but the loan failed to repay on that date As at 31 May
2013, the loan continues to be on the Servicer’s (Hatfield Philips International Linmted) watch-list due to
overdue repayment, late payment of rent and fluctuations 1n 1ts vacancy rate from quarter to quarter

The brought forward balance sheet provision 1s £18,103,818 based on the most recent property valuation 1
February 2009 One of the properties, Merit House Colindale, was sold on 17 February 2012 and two properties
remain Archer House Nottingham and Rede House, Middlesbrough As a result of further estimated decreases
in the market values of the remainmng underlying properties (based on property indices), a further impairment
charge has been booked to the income statement for the current year of £2,066,894, increasing the camed
forward balance sheet provision to £20,170,711 In the directors’ opimon, 1t 1s not certain that the gross amount
outstanding at the year end, £24,420,711 (2012 £24,420,711) will be fully recovered

Negotiations are ongoing between the borrower and the Special Servicer in order to work out a strategy 1n
recovering the remaiming amount outstanding on the commercial mortgage loan

Monument
On 6 February 2009, the Monument Loan was transferred to Special Servicing and a Regulatory Information
Service (RIS) notice was 1ssued to thus effect, citing an Event of Default under the terms of the loan agreement

The sale of the underlying properties was agreed on 13 July 2012 and the Monument Loan has repaid
£13,178,735 1n settlement of the outstanding loan amount of £15,557,343 Accordingly, the opening impairment
provision held against the Monument Loan totalling £2,378,608 has been wntien off as no further recovenes are
expected on the loan




WINDERMERE VI1II CMBS PLC
DIRECTORS® REPORT (CONTINUED)

FOR THE YEAR ENDED 31 MAY 2013

Government Income Portfolio

The Government Income Portfolio loan was due to mature on 15 October 2012, however failed to repay on
matunty The brought forward balance sheet provision 1s £66,559,350 Based on the latest valuation of the
remaining propertes, dated August 2012 which has been indexed to year-end, a previous impairment provision
has been reversed 1n the current year by a wnte-back of £1,308,509 booked to the income statement, reducing
the carmed forward balance sheet provision to £65,250,34 1

Wood Green

The Wood Green loan has also passed 1ts maturity There 1s no brought forward balance sheet provision and
based on the latest valuation of the remaining properties, dated October 2012 which has been indexed to year-
end, an impairment charge has been booked to the income statement for the current year of £669,879

Refinancing risk

The abihity of a borrower to make timely payment of principal due on any loan on the relevant loan matunty date
may be dependent upen that borrower’s ability to refinance the loan In the event a borrower cannot refinance
before or at the loan matunty date, repayment may be delayed and 1n some circumstances the collateral, which
would be enforced and sold, may be sold at a value below the then outstanding principal of the loan The
repayment of the loan may be made at below carrying value and the Company would be unable to repay certan
classes of loan notes 1n full

If in the event of the loans not being able to be repaid, the loan notes would be wntten down starting from the
lowest class of note, E, to the highest class of note outstanding, A2

Subsequent events

The sole underlying property of the Wood Green Loan was sold on 5 October 2013 for £5,500,000, shghily
above 1ts October 2012 valuation of £4,350,000, with net sales proceeds to be applied on the January 2014 IPD
and full repayment of the loan anticipated

There was also a post year-end sale of 36 of the 38 Government Income Loan properties which remained at year-
end, with net sales proceeds of £134,850,246 exceeding that of the August 2012 valuation

All subsequent events noted above are considered non-adjusting since the directors do not consider that they
reflect conditions at the balance sheet date, which has been based on the directors’ estimates of movements in
the market value of the collateral since the last valuation date of that collateral

Liquidity rnsk

A faciity provided by Lloyds TSB Bank Plc has been established which will be available, subject to certain
criteria and circumstances, n the event of the Company being unable, on a temporary basis, to meet 1ts financial
commitments

During the year, £3,105 was repaid (2012 £248,412 drawn down) leaving a £ml outstanding balance (2012
£3,105) at year end

The hqudity facihity was renewed on 26 July 2013 to expire on 25 July 2014 The directors ntend to renew this
facility annually

DIRECTORS
The directors who served the Company duning the year, were as follows

Wilmuington Trust SP Services (London) Limited
Mr M H Filer
Mr J Traynor

Quahifying third party indemmty provisions for the benefit of the directors were 1n force during the year under
review and remain 1n force as at the date of approval of the directors’ report and financial statements



WINDERMERE VIII CMBS PLC
DIRECTORS’ REPORT (CONTINUED)

FOR THE YEAR ENDED 31 MAY 2013

CORPORATE GOVERNANCE

The board of directors has overall responsibility for the Company’s internal controls systems and risk control
which are managed i accordance with the terms of the notes issued, as described n the Offering Circular for the
notes These are monitored through regular meetings of the board

AUDITOR
A resolution to re-appont Deloitte LLP as auditor for the ensuing year will be proposed at the annual general
meeting 1n accordance with section 385 of the Compames Act 2006

STATEMENT OF DISCLOSURE OF INFORMATION TO THE AUDITOR
The directors confirm that

e so far as the directors are aware, there 1s no relevant audit information of which the Company’s auditor 1s
unaware, and

« each of the directors have taken all steps that they ought to have as directors in order to make themselves
aware of any relevant audit mformation and to establish that the Company’s auditor 1s aware of that
information

This confirmation 1s given and should be mnterpreted 1n accordance with the provisions of s418 of the Compames
Act 2006

Signed by order of the directors

Nt

Mignon Clarke for and on behalf of

WILMINGTON TRUST SP SERVICES (LONDON) LIMITED
Company Secretary

29 November 2013




WINDERMERE VIII CMBS PLC

DIRECTORS’ RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 MAY 2013

The directors are responsible for preparing the Annual Report and the financial statements i 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 n accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Umion 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 pertod In prepanng these financial statements,
International Accounting Standard 1 requires that directors

properly select and apply accounting policies,
present information, including accounting policies, 1 a manner that provides relevant, reliabie,
comparable and understandable information,

¢ provide additional disclosures when compliance with the specific requirements 1n IFRSs are insufficient
to enable users to understand the impact of particular transactions, other events and conditions on the
entity’s financial position and financial performance, and

* make an assessment of the Company's ability to continue as a going concern

The directors are responsible for keeping adequate accounung records that are sufficient to show and explain the
Company’s iransacuions and 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 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 wrregularities




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF WINDERMERE
VIII CMBS PLC

We have audited the financial statements of Windermere VIII CMBS Plc for the year ended 31 May 2013 which
compnse the Statement of Comprehensive Income, the Statement of Financial Posttion, the Statement of
Changes 1in Equity, the Statement of Cash Flows and the related notes 1 to 18 The financial reporting framework
that has been applied mn their preparation 15 applicable law and International Financial Reporting Standards
(IFRSs) as adepted by the European Union

Thus report 1s made solely to the Company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Company’s members
those matters we are required to state to them 1n 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 thus report, or for the opimons we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they mve a true and farr view Our
responsibility 15 to audit and express an opmion on the financial statements 1 accordance with apphcable law
and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the
Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to
give reasonable assurance that the financial statements are free from matenal misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropnate to the Company’s
circumstances and have been consistently applied and adequately disclosed, the reasonableness of sigmificant
accounting estimates made by the directors, and the overall presentaton of the financial statements In addition,
we read all the financial and non-financial information 1n the annual report to 1dent:fy material mnconsistencies
with the audited financial statements If we become aware of any apparent matenal misstatements or
wnconsistencies with the audited financial statements we consider the implications for our report

Opinion on financial statements
In our opimon the financial statements
* give a true and fair view of the state of the Company’s affairs as at 31 May 2013 and of 1ts profit for the
year then ended,
e have been properly prepared in accordance with IFRSs as adopted by the European Union, and
+ have been prepared 1n accordance with the requirements of the Companies Act 2006

Emphasis of matter — Going concern

In formung our opimon on the financial statements, which 1s not modified, we have considered the adequacy of
the disclosure made 1n note 1 to the financial statements, which explains that the financial statements have been
prepared on a basis other than that of a going concern

Opinion on other matter prescribed by the Companies Act 2006
In our opinton the information given m 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 1n 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

recetved from branches not visited by us, or

the financial statements are not 1n agreement with the accounting records and returns, or

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

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

Simon Stephens FCA (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom

29 November 2013




WINDERMERE VIII CMBS PLC
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MAY 2013

Interest income

Interest expense

Net interest income

Impairment charge against Commercial mortgage loans
Fair value gain on derivative financial instruments
Deferred consideration

Administrative expenses

Profit/(loss) before tax for the year

Income tax charge

Profit/(loss) after tax for the year attributable to equity holders
Other comprehensive income

Total comprehensive income/(loss) for the year attributable to
equity holders

Notes

2013 2012
£ £
7,447,610 14,197,160
(6,188.694)  (11,917.264)
1,258,916 2,279,896
(1,428,263)  (59,727,426)
3,950,277 7,368,074
(528,760) (1,699,580)
716,058 570,255
2,536,112 (52,349,291)
(792.860) (1.475,658)
1,743,252 (53,824.949)
1,743.252  (53,824,949)

The notes on pages 12 to 26 form part of these financial statements




WINDERMERE VIII CMBS PLC

STATEMENT OF FINANCIAL POSITION

AS AT 31 MAY 2013

Company Registration Number 5819693

2013 2012
Notes £ £
Assets
Non-current assets
Commercial mortgage loans 8 - -
Current assets
Commercial mortgage loans 8 135,136,520 157,593,441
Trade and other receivables 9 386,133 1,384,208
Deferred tax asset 7 - 790,055
Cash and cash equivalents 10 458,483 596414
135.981.136 160,364,118
Total assets 135,981,136 160,364,118
Liahlities
Non-current habilities
Debt securities 1n 1ssue 12 88.495.847 87.041.775
Total non-current habilities 88,495,847 87,041,775
Current habilities
Debt securities 1n 1ssue 12 135,136,520 157,593,441
Derivative financial instruments 15 - 3,950,277
Trade and other payables 13 679,717 1.852,825
Total current habilities 135,816.237 163.396.543
Total habihties 224,312,084 250,438,318
Equity
Share capital 11 12,502 12,502
Retained deficit (88.343.450) {90,086,702)
Total equity (88,330,948) (90,074,200}
Total equity and habilities 135981.136 160,364,118

These financial statements of Windermere VIII CMBS Plc, Company Registration 5819693 on pages 8 to 26
were approved and authorised for 1ssue by the directors on 29 November 2013 and are signed on their behalf by

VY

Mignon Clarke for and on behalf of
WILMINGTON TRUST SP SERVICES (LONDON) LIMITED
Director

The notes on pages 12 to 26 form part of these financial statements

9




WINDERMERE VIII CMBS PLC

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MAY 2013

Balance as at 1 June 2011
Loss for the year

Other comprehensive income
Total at 31 May 2012

Balance at 1 June 2012
Profit for the year

Other comprehensive income
Balance at 31 May 2013

Share Retained
capital Deficit Total equity
£ £ £
12,502 (36,261,753) (36,249,251)
- (53,824,949) (53,824,949)
12,502 (90,086,702) (99,074,200)
Share Retained Total

capital Deficit
£ £ £
12,502 (90,086,702) (90,074,200)
- 1,743,252 1,743,252
12,502 (88,343,450) (88,330,948)

The notes on pages 12 to 26 form part of these financial statements

10




WINDERMERE VIII CMBS PLC
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 MAY 2013

Notes

Cash flows from operating activities

Profit/(loss) before tax for the year
Adjustments for
Fair value movement on denvative financial instruments

Movement 1in impairment against Commercial mortgage

loans

Bank interest receivable 2
Decrease in irade and other receivables 8,9
Decrease n trade and other payables

Net cash (outflow) iinflow from operating activities

Taxation paid

Cash flows from investing activities

Repayments during year

Bank interest recerved 2
Net cash inflow from investing activities

Cash flows from financing activities

Redempiion of toan notes during the year

Liquidity {repayment)/drawdown

Net cash outflow from financing activities

Net (decrease)/ mcrease 1n cash and cash equivalents

Cash and cash equivalents at the beginming of the year

Cash and cash equivalents at 31 May 10

2013 2012
£ £

2,536,112 (52,349,291)
(3,950,277) (7,368,074)
1,428,263 59,727,426
(6) (1,670)

998,075 946,429
(1,172,806) (821,881)
(160,639) 132,939
2) (5.932)
(160,641) 127.007
21,028,658 155,283,450
6 1.670
21,028,664  _155.285.120
(21,002,849)  (155,283,451)
(3,105) 3,105
(21.005,954)  (155.280,346)
(137,931) 131,781
596,414 464,633
458483  __ 596414

As explained 1n the accounting pohcies on page 13, the cash 1s not freely available to be used

The notes on pages 12 to 26 form part of these financial statements

11




WINDERMERE VIII CMBS PLC

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MAY 2013

1

SIGNIFICANT ACCOUNTING POLICIES

Windermere VIII CMBS Plc 1s a company incorporated in United Kingdom under the Compamies Act
2006 and domiciled 1n England

Statement of compliance

The Company’s financial statements have been prepared in accordance with International Financial
Reporting Standards as adopted by the European Umon as they apply to the financial statements of the
Company for the year ended 31 May 2013

The accounting policies set out below have been applied consistently 1n respect of the financial year ended
31 May 2013, and for the previous financial year

Basis of preparation

The financial statements are presented in Pounds Sterling The financial statements have been prepared on
the historical cost basis as modified for the revaluation of certain financial instruments under IAS 39
Financial Instruments Recogmtion and Measurement

Basis of preparation - going concern

The Company’s business activities, together wath the factors likely to affect 1ts future development,
performance and position and its principal uncertainties are set out 1n the Directors” Report on pages 2to 5
In addition, note 14 to the financial statements includes the Company’s objectives, policies and processes
for managing 1ts capital, its financial nsk management objectives, details of its financial instruments, and
1ts exposures to credit nisk and hquidity nsk

The Company has net Lhabihities of £88,330,948 (2012 £90,074,200), due to cumulative impairment and
write-offs against the Commercial mortgage loans of £88,.470,038 (2012 £87,041,776) The terms of the
loan notes 1ssued by the Company and associated arrangements are such that amounts due are only payable
to the extent that there are sufficient receipts from the Company’s assets As a consequence, the directors
believe that the Company can continue to meets it obligations as they fall due

The three remaiming commercial mortgage loans held by the Company are past their maturity date and
therefore 1t 1s the directors mtention that the Company will cease trading n the foresceable future, the
tuming of which will be dependent on the speed of the recovery process of those loans, but 1s hkely to be
within the next 12 months Therefore the financial statements have been prepared on a basis other than that
of a going concern

Critical accounting judgements and key sources of estimation uncertainty

The preparation of financial statements in conformity with IFRSs requires management to make
Judgements, estimates and assumptions that affect the application of pohicies and reported amounts of
assets and habuilittes, income and expenses In particular for the fair value of denivatives and the
recoverability of assets The estimates and associated assumptions are based on historical expenience and
various other factors that are believed to be reasonable under the circumstances, the results of which form
the basis of making judgements and carrying values of assets and habihties that are not readily apparent
from other sources Actual results may differ from these estimates used 1n the financial statements

12




WINDERMERE VIII CMBS PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MAY 2013

1.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Critical accounting judgements and key sources of estimation uncertainty (Continued)

The estimates and underlying assumptions are reviewed on an ongoing basis Revisions to accounting
estimates are recogmused 1n the year in which the estimate 1s revised if the revision affects only that year or
m the year of the revision and future years if the revision affects both the current and future years The key
estimates and assumptions are discussed 1n the accounting policy notes

Finanecial instruments

The Company’s financial mnstruments comprise Commercial mortgage loans, cash and liqud resources,
denvatives, interest-bearing borrowings and various receivables and payables that anse directly from 1is
operations These financial mstruments are classified in accordance with the principles of 1AS 39 Financial
Instruments Recognition and Measurement as descnibed below

Commercial mortgage loans
The Commercial mortgage loans are classified as loans and receivables and are mitially measured at fair
value with subsequent measurement bemng at amortised cost using the effective interest method

Appropriate allowances for estimated wrrecoverable amounts are recogmsed n profit or loss when there 1s
objective evidence that the asset 1s impaired The allowance 1s measured as the difference between the
asset’s carrying amount and the present value of estimated future cash flows discounted at the effective
mterest rate computed at imtial recogmtion

Derecognition of financial assets

The Company derecogmses a financial asset only when the contractual nghts to the cash flows from the
asset expire, or 1t transfers the financial asset and substantially all the nisks and rewards of ownership of the
asset to another entity If the Company retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Company continues to recogmse the financial asset and also recognises a
collateralised borrowing for the proceeds received

Fees and commissions
Fees and commussions on the Commercial mortgage loans are considered by the directors to represent part
of the effective interest on the Commercial mortgage loans and hence classified as part of interest income

Deferred consideration

Deferred purchase constderation represents further amounts payable on the acquisition of the Commercial
mortgage loans from Lehman Brothers Bankhaus AG, London Branch and Lehman Commercial Paper
Inc, Umted Kingdom Branch Provision 1s made for the deferred purchase consideration as amounts
become payable as a result of the performance of the acquired Commercial mortgage loans and 1s included
in the statement of comprehensive income as an expense

Cash and cash equivalents
Cash and cash equivalents m the balance sheet compnse cash at banks and short-term deposits with an
original maturity of three months or less

The Company has deposits 1n bank accounts held in the Company’s name which meet the defimtion of
cash and cash equvalents but their use 1s restncted by a detailed pnonty of payments set out in the
secunitisation transaction agreements As the cash can only be used to meet certain specific liabilities and 15
not available to be used with discretion, 1t 15 viewed as restricted cash Cash and cash equivalents are
classified as loans and receivables

13




WINDERMERE VIII CMBS PLC
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MAY 2013
1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Derivative financial instruments and hedging activities - -

The Company uses denvative financial mstruments to hedge 1ts exposure to nterest rate risk arising from
financing and investment activitics The Company does not hold or 1ssue denvative financial instruments
for trading purposes

Denvatves are recogmsed mihally at fair value on the date the denvative contract 1s entered into and are
subsequently remeasured at fair value with any changes in fair value of the derivatives being recognised 1n
the statement of comprehensive income The fair value 1s measured using discounted cash flow techmqgues
applying observable mputs

Interest income recervable or mterest expense on the interest rate swap 18 accounted for on an effecuve
interest rate basis within interest income or interest expense 1n the statement of comprehensive mcome

Embedded derivatives

Derivatives embedded 1n other financial instruments or other host contracts are treated as scparate
denvatives when their risks and characteristics are not closely related to those of the host contracts and the
host contracts are not measured at fair value through profit or loss

Interest-bearmg borrowings

Interest-bearing borrowings are recogmsed imtially at fair value less attmbutable transaction costs
Subsequent to mtial recognuition, interest-bearing borrowings are stated at amortised cost with any
difference between amortised cost and redemption value being recogmsed in the statement of
comprehensive income over the period of the borrowings on an effective interest basis

Interest income and expense

Interest income and expense 1s accounted for on a time basis, by reference to the principal outstanding and
at the effective interest rate applicable, which 1s the rate that exactly discounts estimated future cash
receipts or payments through the expected life of the financial asset or liability to that asset’s or liability’s
net carrying amount

Value added tax
Value added tax 15 not recoverable by the Company and 1s included with tts related cost

Taxation

Tax on the profit and loss for the period comprises current tax and deferred tax Tax 1s recognised 1n the
statement of comprehensive mcome except to the extent that 1t relates to items recognised directly in
equity, in which case 1t 18 recognised 1n equity

Deferred tax 1s recogmsed on all temporary differences ansing between the tax bases of assets and

habilities and their carrying amounts 1n the financial statements, with the following exceptions

¢  where the temporary difference anses from the immitial recognition of goodwill or of an asset or habihty
m a transaction that 1s not a business combination that at the time of the transaction affects neither the
accounting nor taxable profit or loss, and

o deferred tax assets are recogmsed only to the extent that 1t 1s probable that a taxable profit will be
available against which the deductible temporary differences, carned forward tax credits or tax losses
can be utilised

Deferred tax assets and habilities are measured on an undiscounted basis at the tax rates that are expected to

apply when the related asset 1s realised or Liability 1s settled based on tax rates and laws enacted or

substantively enacted at the balance sheet date
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WINDERMERE VIII CMBS PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MAY 2013

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Standards issued but not adopted

The adoption of Standards and Interpretations issued by the Intermational Accounting Standards Board
(IASB), as adopted by the EU, that were effective for the current year has not had a matenial impact on the
financial statements of the Company At the date of authensation of these financial statements, the
followmg Standards and Interpretations, which have not been applied 1n these financial statements, were n
1ssue but not yet effective (and 1n some cases had not yet been adopted by the EU)

Name of new Standards/amendments

Annual Improvements to IFRSs 2009-2011 Cycle (May 2012)
Amendments to IAS 1 (June 2011} Presentation of Items of Other

Comprehensive Income

IAS 27 (revised May 2011) Separate Financial Statements
IAS 28 (revised May 2011) Investments in Associates and Jomnt Ventures
Amendments to IAS 32 (Dec 2011) Offsetting Financial Assets and Financial

Liabilities

Amendments to IFRS 7 (Dec 2011) Disclosures — Offsetting Financial Assets

and Financial Liabilities

IFRS 9 Financial Instruments

IFRS 10 Consolidated Financial Statements
IFRS 11 Jomnt Arrangements

IFRS 12 Disclosure of Interests tn Other Entities

IFRS 13 Fair Value Measurement

Effective date
1 January 2013
1 July 2012

1 January 2013
1 January 2013
1 January 2014

1 January 2013

1 January 2015
1 January 2013
1 January 2013
1 January 2013
1 January 2013

The directors are currently considering the potential impact of the adoption of [FRS 9 and IFRS 13 on the
financial statements of the Company, but the Company does not believe that the adoption at any time 1n the
future of the remaimng Standards above will have any material impact on the amounts reported in these

financial statements

Segmental reporting

The principal assets of the Company are the Commercial mortgage loans originated m the Umited Kingdom
which are funded by commercial mortgage-backed loan notes 1ssued 1n the United Kingdom The directors
do not consider 1t necessary to provide a further analysis of the results of the Company from those already

disclosed 1n these financial statements

2. INTEREST INCOME

Income from Commercial mortgage loans
Bank interest recerved

2013 2012
£ £
7,447,604 14,195,490
6 1,670
-1,447,610 14,197,160
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WINDERMERE VIII CMBS PLC
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MAY 2013

3. INTEREST EXPENSE

2013 2012

£ £
Interest on Class A2 loan notes 194,636 648,300
Interest on Class A3 loan notes 397,594 530,644
Interest on Class B loan notes 465,263 607,459
Interest on Class C loan notes 564,841 707,933
Interest on Class D loan notes 685,177 809,278
Interest on Class E loan notes 692,542 826,951
Net payments on mnterest rate swap and basis rate swap transactions 3,188.641 7.786.699

5,188,694  11.J17,204
4 MOVEMENT IN FAIR VALUE OF DERIVATIVES

2013 2012
£ £
Movement in fair value of derivatives at fair value through the statement of
comprehensive income (see note 15) 3.950,277 7.368.074
5. ADMINISTRATIVE EXPENSES
2013 2012
£ £
Admunistration and cash management fees 675,111 530,746
Audit fee for the audit of the Company’s statutory accounts 24,000 22,200
Audit fee paid on behalf of the parent company for the audit of the parent
company’s statutory accounts 2,400 2,400
Corporate services fees 14,547 14.909

116,058 —2170,255

The directors received no emoluments for their services as directors to the Company dunng the year,
except for those disclosed 1 note 16 (2012 none) The directors had no matenal interest 1n any contract of
significance (2012 none)

The Company does not have any employees {2012 none)
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WINDERMERE VIII CMBS PLC
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MAY 2013
6. TAXATION

Current tax:

Corporation tax charge for the year at a rate of 20% (2012 21%)
Adjustment to prior year’s charge

Deferred tax:

Deferred tax charge for the year at a rate of 20% (2012 20%)

Total income tax charge n the statement of comprehensive income

Reconciliation of total tax charge

The tax assessed for the year is at the small compames’ rate of corporation
tax n the UK of 20% (2012 20%)

(Loss)/profit before tax

Profit before tax multiplied by the standard rate of corporation tax 1n the
UK of 20% (2012 20%)

Non-allowable 1tems

Adjustment on deferred tax due to change in tax rate

Adjustment to prior year’s tax charge

Total income tax charge 1n the statement of comprehensive income

7. DEFERRED TAX

Deferred tax asset

At 1 June 2012

Charge to mcome for the year
Balance camed forward

2013 2012

£ £

2,805 2,043
790,055 1.473.615
192,860 1475658
2013 2012

£ £
2536112 (52,349,201)
507,222 (10,469,858)
285,638 11,945,516
792,860 1,475,658
2013

£

790,055

(790.055)

Deferred taxes are provided 1n full on temporary differences under the hatlity method using a principal

rate of tax of 20% (2012 21%)

The Company has not recogmsed a deferred tax asset in respect of other taxable losses carried forward
since it cannot be certain that the Company will generate sufficient future taxable profits

Under the Finance Act 2005 temporary tax regime for securitisation companies, the Company’s tax charge
for the year 1s based on the taxable profits calculated in accordance with the Generally Accepted
Accounting Principles 1n the United Kingdom (“UK GAAP”) The Company has not made an election into
the permanent Taxation of Compames regime (as set out 1n Section 84 FA 2005 and Statutory Instrument

2006/3296)




WINDERMERE VIII CMBS PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MAY 2013

COMMERCIAL MORTGAGE LOANS

2013 2012

£ £

At 1 June 2012 157,593,441 372,604,317
Redemptions (21,028,658) (155,283,450}

Impairment release/(charge) 950,345
Principal wntten-off (Monumnet Loan) (2,378.608)

At 31 May 2013 135,136,520 157,593.441

(59,727,426)

The balance can be analysed as follows

Current assets 145,942,551 157,593,441
Non-current assets - -

145,942,551 15 44

The mortgage loans were due for repayment between Apnl 2009 and January 2013 At 31 May 2013,
£221,227,951 (2012 £244,635,217) of pnincipal was outstanding At 31 May 2013, the rate of interest on
the commercial mortgage loans ranged from 3 25% to 5 76% (2012 543% ¢ 5 72% respecuvely) The
loans are secured over commercial properties Lehman Brothers International (Eurcpe) acts as Secunty
Trustee to the Wood Green Mortgage Loan, the Amadeus Portfoho Mortgage Loan and the Government
Income Portfolio Mortgage Loan Goldman Sachs Credit Partners L P acts as Secunty Trustee n relation
to the City Point Whole Mortgage Loan

On 15 September 2008, Lehman Brothers International {Europe) was placed into Admimstration The
Company continues to cooperate with the Servicer, Hatfield Philips International Limited, with the
mtention to effect the removal or replacement of Lehman Brothers International (Europe) 1n their capacity
as Security Trustee to the extent permitted under the relevant documentation or at law Replacements are
being sought on similar terms

The Company assesses at each balance sheet date whether there 15 any objective evidence that a financial
asset 18 impaired A financial asset or portfolio of financial assets 1s impaired and an impawrment loss
mcurred 1f there 1s objective evidence that an event or events since mmitial recogntion of the asset have
adversely affected the amount or timing of future cash flows from the asset

Out of the three loans remaining at year-end all are impaired The Amadeus and Wood Green loans have
had an impairment charge booked to the income statement for the current year of £2,066,894 and £669,879
respectively The Government Income loan has had an impairment wnte-back booked to the mcome
statemnent for the current year of £1,308,509 Please see below for the respective analysis

Amadeus

The Amadeus Loan was due to mature on 15 April 2009 but the loan failed to repay on that date As at 31
May 2013, the loan continues to be on the Servicer’s (Hatfield Philips International Limited) watch-list due
to overdue repayment, late payment of rent and fluctuations in 1ts vacancy rate from quarter to quarter

The brought forward balance sheet provision 1s £18,103,818 based on the most recent property valuation in
February 2009 One of the properties, Ment House Colindale, was sold on 17 February 2012 and two
properties remamn Archer House Notungham and Rede House, Middlesbrough As a result of further
estimated decreases in the market values of the remamming underlymng properties (based on property
mndices), a further impairment charge has been booked to the income statement for the current year of
£2,066,894, increasmg the carmed forward balance sheet provision to £20,170,711 In the directors’
opiion, 1t 15 not certain that the gross amount outstanding at the year end, £24,420,711 (2012
£24.,420,711) will be fully recovered

Negotiations are ongoing between the borrower and the Special Servicer in order to work out a strategy in
recovering the remaining amount cutstanding on the commercial mortgage loan
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WINDERMERE VIII CMBS PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MAY 2013

10.

11.

COMMERCIAL MORTGAGE LOANS (CONTINUED)

Monument
On 6 February 2009, the Monument Loan was transferred to Special Servicing and a Regulatory

Information Service (RIS) notice was 1ssued to this effect, citing an Event of Default under the terms of the
loan agreement

The sale of the underlying properties was agreed on 13 July 2012 and the Monument Loan has repaid
£13,178,735 1n settlement of the outstanding loan amount of £15,557,343 Accordingly, the opening
impairment provision held against the Monument Loan totalling £2,378,608 has been written off as no
further recoveries are expected on the loan

Government Income Portfolio

The Government Income Portfolio loan was due to mature on 15 October 2012, however failed to repay on
matunty The brought forward balance sheet provision 1s £66,559,350 Based on the latest valuation of the
remamning properhes, dated August 2012 which has been indexed to year-end, a previous impairment
provision has been reversed in the current year by a write-back of £1,308,509 booked to the income
statement, reducing the carmed forward balance sheet provision te £65,250,841

Wood Green

The Wood Green loan has also passed its maturity There 1s no brought forward balance sheet provision and
based on the latest valuation of the remaining properties, dated October 2012 which has been indexed to
year-end, an impawrment charge has been booked to the income statement for the current year of £669,879

TRADE AND OTHER RECEIVABLES

2013 2012

£ £

Amounts due from holding company 2,483 2,483
Prepayments and accrued income 383.650 1.381.725

386,133 1,384,208

CASH AND CASH EQUIVALENTS

Withdrawals from the Company’s bank account are restricted by the detailed prionty of payments set out 1n
the Offering Circular for the notes 1ssued dated 28 July 2006

2013 2012
£ £
Cash and cash equivalents 458,483 596,414

The Company has deposits 1n bank accounts held in the Company’s name which meet the definition of cash
and cash equivalents but their use 1s restricted by a detailed prnionty of payments set out 1n the secuntisation
transaction agreements As the cash can only be used to meet certain specific liabilities and 1s not available
to be used with discretion, it 15 viewed as restricted cash

CALLED UP SHARE CAPITAL

2013 2012

£ £

Issued capital 12,502 12.502
12,502 12,502

There are 50,000 authorised ordinary shares of £1 each The 1ssued share capital compnises two fully paid
£1 shares allotted, called up and fully paid on incorporation, and 49,998 ordinary shares quarter called up
and paid Wilmington Trust SP Services (London) Limited holds one fully paid £1 share under a
declaration of trust for charitable purposes
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WINDERMERE VIII CMBS PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MAY 2013

12.

13.

DEBT SECURITIES IN ISSUE

2013 2012
£ £
Due within one year
Commercial mortgage-backed loan notes 135,136,520 157,593,441
Due in more than one year
Commercial mortgage-backed loan notes 88,495,847 87,041,775
Total debt securities 1n 1ssue 223,632,367 244,635,216

On 13 June 2012 an agreement was entered nto with Lloyds TSB Bank Plc for the provision of an
amortising Liquidity facility of up to £22,519,936 for the Company This facility was reduced to
£13,122,103 on the 5 July 2013 The facility 18 in place to allow the Company to meet 1its obligations
should there be a shortfall in the revenue or principal received from the Commercial mortgage loans A fee
15 charged on the undrawn balance, currently set out at 0 23% per annum This fee would increase on any
drawn balance

The hquidity facility was renewed on 26 July 2013 to expire on 25 July 2014 The directors intend to renew
thus facility annually

On 1 August 2006, the Company 1ssued £219,808,000 Class Al notes due Apnil 2015, £558,500,000 Class
A2 notes due Apnl 2015, £57,500,000 Class A3 notes due Apnl 2015, £61,500,000 Class B notes due Apnl
2015, £62,000,000 Class C notes due Apnl 2015, £54,000,000 Class D notes due Apnl 2015 and
£24,290,000 Class E notes due Apnl 2015 The loan notes are denominated in Pounds Sterling Interest on
the Class Al notes 15 payable at a rate of 3-month LIBOR plus 0 13% Interest on the Class A2 notes 1s
payable at a rate of 3-month LIBOR plus 0 16% Interest on the Class A3 notes 1s payable at a rate of 3
month LIBOR plus 0 19% Interest on the Class B notes 1s payable at a rate of 3 month LIBOR plus 0 27%

Interest on the Class C notes 1s payable at a rate of 3-month LIBOR plus 0 46% Interest on the Class D
notes 1s payable at a rate of 3-month LIBOR plus 0 90% Interest on the Class E notes 1s payable at a rate of
3 -month LIBOR plus 3 25%

At the balance sheet date £13,925,013 (2012 £34,927,862) 1n relation to the Class A2 notes, £46,504,581
(2012 £46,504,581) in respect of the Class A3 notes, £49,739,683 (2012 £49,739,683) 1n respect of the
Class B notes, £50,144,070 (2012 £50,144,070) in respect of the Class C notes, £43,673,868 (2012
£43,673,868) 1n respect of the Class D notes and £19,645,153 (2012 £19,645,153) 1n respect of the Class E
notes were owtstanding

The loan notes are secured by way of a fixed and floaung charge over all of the Company’s assets,
including the Commercial mortgage loans

TRADE AND OTHER PAYABLES

2013 2012
Current habilities £ £
Interest payable on loan notes 285,856 451,816
Other creditors - 121,106
Liquidity drawdown - 3,105
Accruals and deferred income 389,015 1,274,755
Corporation tax 4,846 2,043

_ 679,717 1,852,825
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WINDERMERE VIII CMBS PLC
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MAY 2013
14. FINANCIAL INSTRUMENTS
The principal nsks and uncertamties are set out 1n the Directors’ Report on pages 2 to 5

Finanaial risk management

The Company’s financial instruments, other than denvatives, compnse a portfolio of Commercial mortgage
loans, cash and hquid resources, interest-bearing borrowings and vanous receivables and payables that
anse directly from 1ts operations The Company also entered into dervative transactions (principally
interest rate swaps) The purpose of such transactions 1s to manage the interest rate risks arising from the
Company’s operations and 1ts sources of finance

It 15, and has been throughout the period under review, the Company’s policy that no trading 1n financial
mstruments 15 undertaken

Currency risk
All of the Company’s assets and habilities are denominated 1n Pounds Sterling therefore there 1s no foreign
currency risk

Credit nsk

Credit nsk on the mortgage loans anses where the mortgage loans are secured on underlying commercial
properties The maximum exposure to credit nsk 1s the carrying amount of assets 1n the balance sheet The
highest concentration of credit risk relates to the two main borrowers, Government Income Portfolhio and
Amadeus Portfohio totalling £191,853,336 (2012 £199,678,050) and £24,420,711 (2012 £24,.420,711)

respectively

The credit quality of the underlying mortgage loans 1s summarised as follows

2013 2012

£ £

Neither past due nor impared - 4,979,113
Past due but not imparred - -
Imparred 221,227,950 239.656.104
221,227,950 244,635,217

Less allowance for impairment (86,091.430) (87.041.776)

135136520 157.593441

The movement 1n the allowance of impairment was as follows

2013
£
At 1 June 2012 (87,041,776)
Release of impairment due to wnite-offs 2,378,608
Impairment charges _(1,428.262)
At 31 May 2013 (86,091,430)

The directors consider that the estimated value of the property secunty 1s greater than the carrying amount

at year-end
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MAY 2013
14. FINANCIAL INSTRUMENTS (CONTINUED)

Fair values
The fair values together with the carrying amounts shown 1n the balance sheet are as follows

Carrying Carmying
Notes amount Fair value amount Fair value
2013 2013 2012 2012
£ £ £ £
Commercial mortgage loans 8 135,136,520 108,948,907 157,593,441 116,816,683
Other assets 9 386,133 386,133 1,384,208 1,384,208
Deferred tax asset 7 - - 790,055 790,055
Cash and cash equivalents 10 458,483 458,483 396414 596.414
Total assets 135,981,136 109.793.523 160,364,118 119.587.360
Debt securities 1n 13sue 12 (223,632,367) (108,948,907) (244,635,216) (175,204,611)
Interest payable 13 (285,856) (285,856) (451,816) {451,816)
Other payables 13 (389,015) (389,015) (1,395.861) (1,395,861)
Current tax hability 13 (4,846) (4,846) (2,043) (2,043)
Denvauve financial instruments 15 - - _ {3950.277) _(3.950.277)
Total habihties _224.312,084) (109,628,624) (250,435.213) (181.004,608)

Financial mstruments include financial assets and financial hiabilings The fair value of a financial
mstrument 15 the amount at which the instrument could be exchanged 1n a current transaction between
willing parties, other than 1n a forced or hiquidation sale

Wherever possible, fair values have been estimated using quoted market prices for mstruments held Where
market prices are not available, fair values have been estimated using quoted values for instruments with
eirther 1dentical or sumilar characteristics In certain cases, where no ready markets currently exist, various
techniques {(such as discounted cash flows or observations of similar recent market transactions) have been
used to estimate what the approximate fair value of such instruments might be These estimation techniques
are necessarily subjective 1n nature and involve several assumptions

Fair value hierarchy

Categonisation within the hierarchy has been determined on the basis of the lowest level input that 1s
significant to the fair value measurement of the relevant asset or lhiability as follows

Level 1 - valued using quoted prices i active markets for identical assets or habilities

Level 2 - valued by reference to valuaton techmques using observable inputs other than quoted prices
mcluded wathin Level 1

Level 3 - valued by reference to valuation techmques using inputs that are not based on observable market
data The valuation techniques used by the Company are explained 1n the accounting pohicies note

The derivatives are the only financial instruments held on the balance sheet at fair value and fall wathin
level 2 of the hierarchy

There have been no transfers between level | and 2 during the year
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MAY 2013

14. FINANCIAL INSTRUMENTS (CONTINUED)
Liquidity risk
A facility provided by Lloyds TSB Bank Plc has been established which will be available, subject to certain
criteria and circumstances, in the event of the Company being unable, on a temporary basis, to meet 1ts
financial commitments The purpose of the hquidity facility is to provide liquadity, not credt support, and

the liquidity facility provider 1s entitled to receive interest on drawings made which may reduce the amount
available for distribution to noteholders

The liqudity facility was renewed on 26 July 2013 to expire on 25 July 2014 The directors intend to renew
this facility annually

The terms of the loan notes 1ssued by the Company and associated arrangements are such that amounts due
are only payable to the extent that there are sufficient receipts from the Company’s assets

The table below reflects the undiscounted contractual cash flows of financial habilities at the balance sheet

date

As at 31 May 2013 After 1 After 3 After 1
month but months but year but
Carrymng  Gross cash within 3 within one within 5
value flows months year years
£ £ £ £ £
Notes 223,632,367 223,632,367 14,699,801 208,932,566 -
Interest payable on Notes 285,856 1,927,400 658,783 1,268,617 -

Derivative financial
instruments - - - - -

Total financial instruments

223,918,223 225559767 15358584 210200183 ______-

As at 31 May 2012 After 1 After 3 After 1
month but months but year but

Carrying Gross cash within 3 within one within §
value flows months year years
£ £ £ £ £

Notes 244,635,216 244,635,216 39,979,779 204,655,437 -
Interest payable on Notes 451,816 1,946,421 1,005,567 940,854 -
Denvative financial

instruments 3,950,277 3,191,104 1,106.837 2,084,267 -
Total financial instruments 249,037,309 249,772,741 42,092,183 207,680,558 .

The redemption of the notes 1s dependent on the receipt of payments on the Commercial mortgage loans In
accordance with the respective prospectus for each of the notes, the class A2 notes will be redeemed 1n
priority to redemption of the remaining classes of notes followed by classes A3, B, C, D and E Interest
payable on floating rate notes was estimated based on the floating rates as at 31 May 2013
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FOR THE YEAR ENDED 31 MAY 2013
14. FINANCIAL INSTRUMENTS (CONTINUED)

Interest rate risk

The Company 1s exposed to movements in interest rates The interest rate swaps 1n respect of all remaining
loans have expired and so these loans are un-hedged However out of the remaining three loans only wood
Green loan with a balance of £4,953,903 1s still fixed rate, with the remaming two subject to vanable
interest rates

As mentioned 1n the accountng policies note above, the terms of the loan notes 1ssued by the Company and
the associated arrangements are such that amounts due are only payable to the extent that there are
sufficient receipts from the Company’s assets

In addition, the Company has an amortising liquudity facility which can be utihsed 1n the event there 15 a
shortfall of interest and principal recerved from the Commercial mortgage loans During the year nothing
(2012 £248,412) was drawn down and £3,105 was repaid leaving nil cutstanding balance (2012 £3,105) at
year end

Interest rate sensitivity

As has been menuoned above the loans are un-hedged An increase or decrease in LIBOR by 50 basis
points would not have a material impact on net profit due to the corresponding offsetting adjustment to
deferred consideration

Interest rate risk profile of financial liabilities
All of the Company's financial llabilites are floating rate and carry interest rates based on the relevant
three-month LIBOR rate

Effective interest rates and repricing analysis
The following table details the Company’s exposure to interest rate risk by the earher of contractual
maturities or re-pricing

Weighted
average 1to3 Non-interest Fixed
effective months bearing Rate Total
At 31 May 2013 interest £ £ £
rate £
Yo
Assets
Trade and other receivables - - 386,133 - 386,133
Commercial mortgage loans 3.1850% 14,699,801 - 120,436,719 135,136,520
Deferred tax asset - - - - -
Cash and cash equivalents - 458.483 - - 458,483
Total assets _15,158,284 386,133 120436719 135981136
Liabilities
Trade and other payables - - 679,717 - 679,717
Dernvative financial instruments - - - - -
Debt secunties in 1ssue 1.2975% 223,632,367 - - 223,632,367
Total habilities 223,632,367 679717 _ - 224.312,084
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14. FINANCIAL INSTRUMENTS (CONTINUED)

15.

Weighted
average 1to3 Non-interest Fixed rate
effective months bearing Total
At 31 May 2012 interest £ £ £ £
rate
%
Assets
Trade and other receivables - - 1,384,208 - 1,384,208
Commercial mortgage loans 52604% 15,559,068 - 142,034,373 157,593,441
Deferred tax asset - - 790,055 - 790,055
Cash and cash equivalents - 596,414 - - 596414
Total assets _16,155482 2174263 142034373 160,364,118
Liabilities
Trade and other payables - - 1,852,825 - 1,852,825
Derivative financial instruments - 3,950,277 - - 3,950,277
Debt secunties in 1ssue 15442% 244635216 - - 244635216
Total habilities 248,585,493  __ 1,852,825 - 2504 18

Capital risk management

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a
gomng concem in order to provide returns for the shareholder and benefits for other stakeholders and to
maintain an optimal capital structure to reduce the cost of capital The capital structure of the Company
consists of debt, which includes the borrowings disclosed 1 note 12 and equity attributable to equity
holders of the parent, comprising 1ssued capital less the retained loss

DERIVATIVE FINANCIAL INSTRUMENTS

The net fair values of denvative financial instruments at the balance sheet date were

2013 2012
£ £
Interest rate swaps and caps - (3,950,277)

The notional principal amount of the outstanding interest rate swaps and interest rate caps at 31 May 2013
was ml (2012 £204,689,300) At 31 May 2013 the company had no existing swap contracts

In accerdance with IAS 39 ‘Financial instruments Recogmition and measurement’, the Company has
reviewed all contracts for embedded derivatives that are required to be separately accounted for 1f they do
not meet certain requirements set out in the standard In relation to the floating rate notes the Company has
the ability to redeem the floating rate notes in full or part at their then principal amount outstanding,
together with interest accrued to the date of redemption, on any interest payment date The Company
effecuvely has a call option on the floating rate notes exercisable on certain dates The option constitutes
an embedded derivative, however, as this 1s closely related to the underlying host contract (the floating rate
notes) as set out in IAS 39, the option does not requure separation A similar hybnd mnstrument anses on the
mortgage loan whereby the Company has effectively sold a put option on the mortgage loans exercisable
on certain dates As this option 1s considered to be closely related to the underlying host contract, it does
not require separation
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16.

17

18

RELATED PARTY TRANSACTIONS

The Company 1s a special-purpose company controlted by 1ts Board of Directors, which compnises three
directors, Wilmington Trust SP Services (London) Limited, Mr M H Filer and Mr J Traynor Mr M H Filer,
a director of the Company, 1s also a director of Wilmington Trust SP Services (London) Limited The
Company pays a corporate service fee to Wilmington Trust SP Services (London) Limited 1n connection
with corporate services recetved The fees payable to these directors for their services in the year ended 31
May 2013 amounted to £14,547 (2012 £14,909) At the end of the year, £1,602 (2012 £1,868) had been
accrued and included within trade and other payables

Durnng the year, accounting services amounting to £7,111 (2012 £6,534) were charged by Wilmington
Trust SP Services (London) Limited At 31 May 2013, an amount of £6,458 (2012 £6,458) was
outstanding and disclosed within current hiabilities trade and other payables

ULTIMATE PARENT UNDERTAKING
The Company 1s incorporated in the United Kingdom and registered in England and Wales

Windermere VIII CMBS Holdings Limited, a company incorperated 1in the United Kingdom and registered
in England and Wales, holds 49,999 shares in the Company and 18 the smallest and largest group into which
the results of the Company are consolidated Wilmington Trust SP Services (London) Limited holds one
share 1 the Company and the entire share capital in Windermere VIII CMBS Holdings Limited under a
declaration of trust for charitable purposes

POST BALANCE SHEET EVENT

The sole underlying property of the Wood Green L.oan was sold on 5 October 2013 for £5,500,000, shightly
above 1ts Qctober 2012 valuation of £4,350,000, wath net sales proceeds to be apphed on the January 2014
IPD and full repayment of the loan anticipated

There was also a post year-end sale of 36 of the 38 Government Income Loan properties which remained at
year-end, with net sales proceeds of £134,850,246 exceeding that of the August 2012 valuation

All subsequent events noted above are considered non-adjusting since the directors do not consider that
they reflect conditions at the balance sheet date, which has been based on the directors’ estimates of
movements 1n the market value of the collateral since the last valuation date of that collateral
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