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Directors’ Report

The Directors submit their report together with the financial statements for the year ended 31 December 2010

Prnincipal activity and review of the year

Langton Secuntes (2008-2) plc (the "Company"”) was established as a special purpose company for the
purposes of 1ssuing debt securities {residential mortgage backed notes) (‘Notes’) to Santander UK ple and
lending the proceeds thereof to a group company Langton Funding {No 1) Limited on a imited recourse basis
In turn Langton Funding (No 1) Limited in turn purchased a beneficial interest in a mortgage loan portfolio held
by Langton Mortgages Trustee Limited

Payments of interest and prnncipal on the Notes are made only to the extent that the Company has received
suffictent funds from Langton Funding (No 1) Limited Under the documents goverming the transaction,
Santander UK plc and its subsidianes are not obhged to support any losses that may be suffered by holders of
the Notes

The company generated net nterest income of £0 2m (2009 £0 2m)
The Directors do not expect any significant change in the level of business in the foreseeable future

The Santander UK plc group {the "Group”) manages its operations on a divisional basis For this reason, the
Company's Directors believe that further key performance indicators for the Company are not necessary or
appropnate for an understanding of the development, perfformance or position of the business The performance
of the divisions of Santander UK plc, which include the Company, are discussed 1n the Group's Annual Report
which does not form part of this Report

The purpose of this Report s to provide information to the members of the Company and as such it 1s only
addressed to those members The Report may contain certain forward-looking statemenis with respect 1o the
operattons, performance and financial condiion of the Company By ther nature, these statements involve
inherent nsks and uncertainties since future events, circumstances and other factors can cause results and
developments to differ matenally from the plans, objectives, expectations and intentions expressed in such
forward-looking statements Members should consider this when relying on any forward-locking statements
The forward-looking statements reflect knowledge and information avalable at the date of preparation of this
Report and the Company undertakes no obligation to update any forward-looking statement dunng the year
Nothing in this Report should be construed as a profit forecast

Results and dividends

The profit before tax for the year ended 31 December 2010 was £2k which, after tax, resulted in a profit of £2k
(2009 £5k and £4k respectively)

The Directors do not recommend the payment of a dividend (2008 £nil)

Directors and Directors’ interests
The Directors who served through out the year and to the date of this report were as follows

| J Hares
SFM Directors Limited
SFM Directors (No 2) Limuted

None of the directors hold, or have ever held, any beneficial interests in the shares of the Company No director
had a materal interest in any contract of significance with the Company at any tme dunng the year under review
or subsequently

Secretary

The secretary who served dunng the year and as at the date of this report was Richard Hawker
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Directors’ Responsibihities Statement

The Direclors are responsible for prepanng the report and the financial statements in accordance with applicable
laws and regulations

Company law {the “Companies Act 2006} requires the Directors to prepare financial statemenis for each
financial year Under that law, the Directors have elected to prepare the financial statements in accordance with
International Financial Reporting Standards (IFRSs) as adopted by the European Unmion  The financial
statements are required by law to be properly prepared in accordance with IFRSs as adopted by the European
Umion and the Companies Act 2006

International Accounting Standard 1 requires that financial statements present fairly for each financial year the
Company's financial position, financial performance and cash flows This requires the faithful representation of
the effects of transactions, other events and conditions in accordance with the definitions and recognitron cnitena
for assets, habiities, income and expenses set out in the International Accounting Standards Board's
‘Framework for the Preparation and Presentation of Financial Statements’ In virtually all circumstances, a fair
presentation will be achieved by compliance with all applicable IFRSs Directors are also required to

s« properly select and apply accounting policies,

+ present information, including accounting policies, i a manner that provides relevant, reliable,
comparable and understandable information,

« provide additional disclosures when comphance with the specific requirements in IFRSs are insufficient
to enable users to understand the impact of particular fransactions, 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 Drreciors are responsible for keeping proper accounting records which disclose with reasonable accuracy at
any time the financiali position of the Company and to enable them to ensure that the financial statements
comply with the Companies Act 2006 They are also responsible for safeguarding the assets of the Company,
and hence for taking reasonable steps for the prevention and detection of fraud and other irregulanties

Financial Instruments

The Company's financial instruments, other than denvatives, comprise loans to group undentakings, borrowings,
cash and lquid resources, and various items, such as debtors and crediors that anse directly from its
operations The mam purpose of these financial instruments is to raise finance for the Company’s operations

It 15, and has been throughout the year under review, the Company's policy that no trading in financial
instruments shall be undertaken

All assets, habilities and transactions are denominated in Sterling

Further disclosures regarding financial nsk management objectives and policies and the Company’s exposure to
pnncipal nsks can be found in note 14
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Statement of Going Concern -
The Company's business activities, together with the factors likely to affect its future development, performance
and position are set out above The financial position of the Company, its cash flows, iquidity position and
borrowing facilities are set out in the financial statements In addition, notes 1 and 14, to the financial statements
include the Company’s objectives, pohcies and processes for managing its capital, its financial nsk management
objectives, and its exposures to credit nsk and hquidity nsk

The Company has adequate financial resources As a consequence, the Direclors believe that the Company 1s
well placed to manage its business nsks successfully despite the current uncertain economic outlook

The Directors have a reasonable expectation that the Company has adequale resources to continue In
operational existence for the foreseeable future and that the Company 1s also well placed 10 manage its
bussness nsks successfully despite the current uncertain economic outlook  Accordingly, they continue to adopt
the going concern basis of accounting in preparing the annual report and accounts

Third Party Indemnities

Enhanced indemnitites are provided to the Directors of the Company by Santander UK plc against habilities and
associated costs which they could incur in the course of their duties to the Company All of the indemnities
remain In force as at the date of this Report and Accounts A copy of each of the indemnities 1s kept at the
registered office address of Santander UK pic

Structured Finance Management Limited (SFM) has made qualifying third party indemnuty provisions for the
benefit of SFM Directors Limited and SFM Directors (No 2) Limited These ndemnity provisions remain in force
at the date of this report

Payment Policy

Given the nature of the Company's business, the Company does not have any suppliers and therefore does not
operate a payment policy The Company has no creditors and 1s unable to quantify the practice on payment of
creditors

Auditor
Each of the Directars as at the date of approval of this report confirms that

» 5o far as the Director 1s aware, there 1s no retevant audit information of which the Company's auditor 15
unaware, and

+ the Director has taken all steps that he/she ought to have taken as a Director to make himselffherself
aware of any relevant audit information and to establsh that the Company's auditor 1s aware of that
information

This confirmabion 15 given and should be mterpreted 1n accordance with the prowvisions of Section 418 of the
Compantes Act 2006

Deloitte LLP have expressed their willingness to continue in office as auditor and a resolution to reappoint them
will be proposed at the Company’s forthcoming Annual General Meeting

By Order of the Board

CJJ\)W—L

Claudia Wallace

Per pro SFM Directors Limited,
As Director

28 February 2011

Registered Office Address 35 Great St Helen's, London, EC3A 6AP
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Independent Auditor’'s Report to the members of Langton
Securities (2008-2) plc

We have audited the financial statements of Langton Secunties (2008-2) plc (the "Company™) for the year ended
31 December 2010 which compnse the Statement of Comprehensive Income, the Statement of Changes in
Equity, the Balance Sheet, the Cash Flow Statement and the related notes 1 to 16 The financial reporting
framework that has been appled in therr preparation 1s applicable law and International Financial Reporting
Standards ({FRSs) as adopted by the European Union

This report 1s made solely to the Company’s members, as a body, in 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 in an auditor's report and for no other purpose To the fullest
extent permitied by law, we do not accept or assume responsibility to anyone other than the Company and the
Company’s members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of Directors and auditor

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

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in 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 consistenily apphed and adequately disclosed, the reasonableness of
significant accounting estimates made by the Directors, and the overall presentation of the financial statements

Opinton on financial statements
In our opimion the financial statements
s give a true and fair view of the state of the Company’s affairs as at 31 December 2010 and of its profit
for the year then ended,
« have been properly prepared in accordance with IFRSs as adopted by the Eurcpean Union, and
+ have been prepared in accordance with the requirements of the Compames Act 2006

Separate opinion in relation to IFRSs as issued by the |IASB
As explained in Note 1 to the financial statements, the Company in addition to applying IFRSs as adopted by the
European Union, has also apphed IFRSs as issued by the International Accounting Standards Board (IASB)

In our opinion the financial statements comply with IFRSs as 1ssued by the 1ASB

Opinion on other matter prescnbed by the Companies Act 2006
In our opmion the information given in the Directors’ Report for the financial year for which the financial
slatements are prepared I1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matiers where the Companies Act 2006 requires us to
Report to you If, in our opinion
» adequate accounting records have not been kept, or returns adequate for our audit have not been
recewved from branches not visited by us, or
« the financial statements are not in 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 audtt

Ozt v BrcA—

Carohine Bnitton (Semor Statutory Auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditors
London, United Kingdom

Date

28l b:e(b,“_:g,?I 2001
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2

Statement of Comprehensive Income
For the year ended 31 December 2010

Notes
Interest recevable 3
Interest payable 4
Net interest income
Administrative expenses 5
PROFIT BEFORE TAX
Tax 8
PROFIT FOR THE YEAR/PERIOD
Other comprehensive income for the year
NET COMPREHENSIVE INCOME FOR THE YEAR/PERIOD
ATTRIBUTABLE TO THE ORDINARY EQUITY HOLDERS OF
THE COMPANY 12

The accompanying notes 1 to 16 form an integral part of the accounts

All results denve from continuing operations

Statement of Changes in Equity
For the year ended 31 December 2010

Note

Equity at 1 January
Profit for year 12

Equity at 31 December

The accompanying notes 1 o 16 form an integral part of the accounts

Year ended
Year ended 31
31 December December
2010 2009
£'000 £000
234 640
(41 (429)
193 211
(191) (206)
2 5
- (m
2 4
2 4
Year ended
Year ended 3
31 December December
2010 2009
£000 £000
25 21
2 4
27 25
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Balance Sheet
As at 31 December 2010

Notes
CURRENT ASSETS
Cash and cash equivalents 9
CURRENT LIABILITIES
Current taxation habihties 8
NET CURRENT ASSETS
NON CURRENT LIABILITIES
Financial lrabilities 10
NET ASSETS
EQUITY
Share capital 11
Retained earnings 12

TOTAL ORDINARY SHAREHOLDERS’ EQUITY

The accompanying notes 1 to 16 form an integral part of the accounts

31 December

31 December

2010 2009
£000 £'000
21,031 21,023
- (1)
21,031 21,022
(21,004) {20,997)
27 25

13 13

14 12

27 25

These financial statements were approved by the Board of Directors and authorised for 1ssue on 28 February

2011, and signed on therr behalf by

Q:QM

Claudia Wallace
Per pro SFM Directors Limited,
As Director
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Cash Flow Statement
For the year ended 31 December 2010

Note
Operating achivities
Profit before tax
Cash generated from cperations
Tax pad
Cash flows from operating profits before changes in
operating assets and habilities
Changes in operating assets and habilities
Net increase/(decrease) in financial habilities
Net cash from operating activities
Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at start of year
Cash and cash equivalents at end of year 9

The accompanying notes 1 1o 16 form an integral part of the accounts

Year ended
Year ended 31 31
December December
2010 2009
£'000 £'000
2 5
2 5

(1} (2)
1 3

7 (41)

8 (38)

8 (38)
21,023 21,061
21,031 21,023
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Notes to the Financial Statements
For the year ended 31 December 2010

1 Principal accounting policies

The financial statements of Langton Securties (2008-2) plc (the "Company”) have been prepared in
accordance with Internatonal Finanaial Reporting Standards (IFRS’) as adopted for use in the European
Union that are effective or available for early adoption at the Company's reporting date  The Company, In
addition to complying with its legal obhigation to comply with IFRSs as adopted for use in the European
Union, has also complied with the IFRSs as 1ssued by the International Accounting Standards Board

These policies have been conststently applied during the penod
The accounts have been prepared on a going concern basis as noted in the Directors Report
a Accounting convention

The Company prepares its accounts under the histoncal cost convention and on the going
concern basis as disclosed in the Staterment of Going Concern set out in the Direclors’ Report

b Presentation of Statement of Comprehensive iIncome

The nature of the business 1s obtaining funding and subsequently making advances to fellow
group companies, as a result the directors are of the opinion that 1t 1s more appropnate to use
‘Interest recevable’ rather than ‘Revenue’ in presenting the Statement of Cemprehensive Income

c Income recognition

Interest income and expense on financial assets and habilities held at amortised cost t1s measured
using the effective interest rate method, which allocates the interest income or interest expense
over the relevant period The effective interest rate 1s the rate that exaclly discounts estimated
future cash payments or receipts through the expected life of the financial instrument

d Taxation
The fax expense represents the sum of tax currently payable and deferred tax

The tax currently payable 1s based on taxable profit for the penod Taxable profit differs from the
‘Profit before tax’ as reported in the Statement of Comprehensive Income because it excludes
items of income or expenditure that are taxable or deductible in other years and it further excludes
items that are never taxable or deductible Taxable profit also includes tems that are taxable or
deductible that 1s not inctuded in ‘Profit before tax’ The Company's hability for current tax and
deferred tax 1s calculated using tax rates that have been enacted or substantively enacted at the
Balance Sheet date

Deferred tax habihties are recogmsed for all faxable temporary differences and deferred tax assets
are recognised to the extent that it 1s probable that taxable profits will be availlable against which
deductible temporary differences can be utiised Deferred tax habilities are recognised for taxable
temporary differences arnising on investments in subsidianes and interests in joint ventures, except
where the Company Is able to control the reversal of the temporary difference and it 1s probable
that the temporary difference will not reverse in the foreseeable future

Deferred tax s calculated at the tax rates that are expected to apply in the year when the habihty 1s
settled or the asset realised Deferred tax 15 charged or credited in the Statement of
Comprehensive Income, except when it relates to items charged or credited directly to equity, in
which case the deferred tax s also dealt with in equity
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Notes to the Financial Statements .
For the year ended 31 December 2010 (continued)

1 Pnincipal accounting policies {continued)

Intercompany transaction

The intercompany transaction between Santander UK plc, Langton Funding {(No 1) Limited and the
Company 1s part of a wider transachion for which the accounting 1s considered in its entirety As
no cash or other constderation transferred to Langton Funding {No 1) Limited from the Company
in relation to the intercompany loan transaction or the i1ssue of the loan notes, no accounting
entnes are recorded for these transactions The related cross currency swaps are not recognised

A balance with a fellow group undertaking 1s recogmsed for the net funding of cash balances less
the effect of subordinated loans to/(from) fellow group undertakings, along with a net income or
expense for associated Statement of Comprehensive Income items

Financial assets

The Company classifies its financial assets as loans and receivables Loans and receivables are
non-dervative financial assets with fixed or determinable payments thal are not quoted in an
active market This category comprises ‘Financial assets loan and receivables’ and ‘Cash and
cash equivalents’

The Company does not apply hedge accounting
Financial habilities

Financial habiities are held at amortised cost Finance costs are charged 1o the Statement of
Comprehensive income using the effective interest rate method

Cash and cash equivalents

For the purposes of the Balance Sheet and Cash Flow Statement, cash and cash equivalents
comprise balances with less than three months' matunty from the date of acquisition, including
cash and non-restricted balances with central banks, treasury bills and other eligible bills, loans
and advances to banks, amounts due from other banks and shorl-term investments in secunties

Offsetting financial instruments

Financial assets and habiities are offset and the net amount reported in the Balance Sheet when
there 1s a legally enforceable nght to offset the recogmised amounts and there 1s an ntention to
settle on a net basis, or realise the asset and settle the habihity simultanecusly
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Notes to the Financial Statements .
For the year ended 31 December 2010 (continued)

1 Principal accounting policies (continued)

Changes to Accounting Standards

Recent developments

In 2010, the Company adopted the following new or revised IFRS
a)

IFRS 3 '‘Business Combinations’ — In January 2008, the IASB i1ssued an amendment to IFRS 3
which clanfies and changes certain elements of accounting for a business combination, including
the measurement and accounting for non-controling interests, contingent consideration, step
acquisitions and acquisition-related costs and also widens the scope of the standard There are
also associated amendments to IAS 27, IAS 28 and |IAS 31

IFRS 3 (2008) has been applied in the current year prospectively to business combinations for
which the acquisition date 1s on or after 1 January 2010 Ilis adoption has affected the accounting
for business combinattons in the current year as follows

IFRS 3 (2008) allows a choice on a transaction-by-transaction basis for the measurement of non-
conirolling interests at the date of acquisition (previously referred to as ‘mmonty’ interests) either
at far value or at the non-controlling interests’' share of recognised identfiable net assets of the
acquiree

IFRS 3 (2008} changes the recognition and subsequent accounting requirements for contingent
consideration Previously, contingent consideration was recognised at the acquisiion date only if
payment of the contingent consideration was probable and it could be measured rehably, any
subsequent adjustments to the contingent consideration were always made against the cost of the
acquisition Under the rewised Standard, contingent consideration 1s measured at fair value at the
acquisition date, subsequent adjustments to the consideration are recognised against the cost of
the acquisiion only to the extent that they anse from new informaton obtamed within the
measurement penod (a maximum of 12 months from the acquisition date) about the fasr value at
the date of acquisition All other subsequent adjustments to contingent consideration classified as
an asset or a hability are recognised in profit or loss

Any adjustments to contingent constderations for acquisitons rmade pror to [1 January 2010)
which result 1n an adjustment to goodwill continue to be accounted for under IFRS 3 (2004) and
IAS 27 (2005)

IFRS 3 (2008) requires the applcation of acquisibon accounting only at the point where control 1s
achieved, for a business combinatton achteved in stages (step acquisition) If an acquirer has a
pre-exishing equity interest in an acquiree and increases its equity interest sufficiently to achieve
control, it must remeasure its previously-held equity interest in the acquiree at acquisiion-date fair
value and recogmise the resulting gain or loss, if any, in profit or loss Once control 1s achieved, all
other increases and decreases in ownership interests are treated as transactions among equity
holders and reported within equity Goodwill does not anse on any increase, and no gamn or loss
1s recogrised on any decrease

IFRS 3 (2008) requires acquisition-related costs to be accounted for separately from the business
combination, generally leading to those costs being recogmsed as an expense in profit or loss as
incurred, whereas previously they were accounted for as part of the cost of the acquisition

IFRS 3 {2008) requires the recognition of a settlement gain or loss when the business combination
in effect setiles a pre-existing relationship between the Company and the acquiree

The adoption of IFRS 3 {2008) did not affect the Company

b}

IAS 27 ‘Consclidated and Separate Financial Statements’ — In January 2008, the IASB i1ssued an
amendment to IAS 27, to reflect the amendment in IFRS 3 The changes in the accounting policy
have been applied prospectively from 1 January 2010 The application of IAS 27 (2008) has
resulted in changes in the Company's accounting policies for changes in ownership interests in
subsidianes

Spectfically, the revised Standard has affected the Company's accounting policies regarding
changes 1n ownership interests in its subsidiarnies that do not result in loss of control In prior

-10-
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Notes to the Financial Statements
For the year ended 31 December 2010 (continued)

1 Pnncipal accounting policies (continued)

years, in the absence of specific requirements in IFRSs, increases i interests in exsting
subsidianes were treated in the same manner as the acquisithion of subsidianes, with goodwill or a
bargain purchase gain being recognised, when appropnate, for decreases in interests in existing
substdianes that did not nvolve a loss of control, the difference between the consideration
received and the adjustment to the non-controlling interests was recogmsed in profit or loss Under
IAS 27 (2008), all such increases or decreases are dealt with in equity, with no impact on goodwill
or profit or loss

When control of a subsidiary 1s lost as a result of a transaction, event or other circumstance, the
revised Standard requires the Company to derecognise all assets, habiites and non-controlling
interests at ther carrying amount and to recognise the fair value of the consideration received
Any retamed interest In the former subsidiary 1s recognised at its fair value at the date conirol 1s
lost The resulting difference 15 recogmised as a gain or loss n profit or loss

The adoption of 1AS 27 (2008) did not affect the Company

IAS 28 ‘Investment in Associates’ and IAS 31 ‘Interest in Joint Ventures’ — in January 2008, the
IASB made consequential amendments to IAS 28 and IAS 31 to extend the changes in IAS 27

The pnnciple adopted in IAS 27 (2008) that a change in accounting basis I1s recognised as a
disposal and re-acquisition of any retained interest at fair value 1s extended to IAS 28 and IAS 31
as follows

IAS 28 15 amended such that for a change in equity interest in an associate, the investor
remeasures at acquisttion date fair value any investment retained in the former asscciate, with any
consequential gain or loss compared to its carrying amount under IAS 28 recogrised 1n profit or
loss

IAS 31 1s amended such that for a change n joint control interest in an entity, the investor
remeasures at fair value any investment retained in the former joinily controlled entity, with any
consequential gan or loss compared to its carrying amount under IAS 31 recogrnised in profit or
loss

Any amount that has previously been recogmsed in other comprehensive income, and that would
be reclassified to profit or loss following a disposal, 1s similarly reclassified te profit or loss

The adoption of 1AS 28 (2008) did not affect the Company

Future developments

The Company has not yet adopted the following new or revised IFRS or {FRIC interpretations,
which have been issued but which are not yet effective for the Company

a)

IFRS @ 'Financial Instruments’ — In November 2009, the IASB 1ssued 'FRS 9 and in October 2010,
issued an amendment to IFRS 9 which introduce new requirements for the classification and
measurement of financial assets and financial habibties and for derecognition IFRS 9 1s effective
for annual pericds beginning on or after 1 January 2013, with earlier apphcation permitied

IFRS 9 requires all recogmsed financial assets that are within the scope of IAS 39 'Financial
Instruments Recogmition and Measurement' to be subsequently measured at amortised cost or
far value Specifically, debt investments that are held within a business model whose objective 1s
1o collect the contractual cash flows, and that have contractual cash flows that are solely
payments of prnincipal and interest on the pnnopal ocutstanding are generally measured at
amortised cost at the end of subsequent accounting penods All other deb! iInvestments and equity
investments are measured at their fair values at the end of subsequent accounting perods

The most significant effect of IFRS 9 regarding the classification and measurement of financial
habilities relates to the accounting for changes n farr value of a financial iability (designated as at
fair value through profit or loss) attributable to changes in the credit nsk of that habity
Specifically, under IFRS 9, for financial habilities that are designated as at fair value through profit
or loss, the amount of change n the farr value of the financial liabiity thal 1s atinbutable to
changes in the credit nsk of that hability 1s recognised in other comprehensive iIncome, unless the

11 -
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Notes to the Financial Statements w
For the year ended 31 December 2010 (continued)

1 Principal accounting policies (continued)

recognmition of the effects of changes in the habity’s credit nsk in other comprehensive income
would create or enlarge an accounting mismatch in profit or loss Changes in fair value atinbutable
10 a financial hability's credt nsk are not subsequently reclassified to profit or loss Previously,
under IAS 39, the entire amount of the change i the fair value of the financial habibty designated
as at fair value through profit or loss was recognised In profit or loss

The Company anticipaies that IFRS 9 will be adopted in the Company's financial statements for
the annual period beginning on or after 1 January 2013 and that the application of the new
Standard may have a signficant impact on amounts reported in respect of the Company’s
financial assets and financial lhabiities However, it 1s not practicable to provide a reasonable
estimate of that effect until a detalled review has been completed

b)

IFRS 7 ‘Financial Instruments Disclosures’ — In October 2010, the IASB issued amendments to
IFRS 7 that increase the disclosure requirements for transactions involving transfers of financial
assels The amendments are intended to provide greater transparency around nisk exposures
when a financial asset i1s transferred but the transferor retains some level of continuing exposure
in the asset The amendments also require disclosures where transfers of financial assets are not
evenly distnbuted throughout the penod The amendments to IFRS 7 are effective for annual
pertods beginming on or after 1 July 2011, with eartier apphcabion permitted

The Company does not anticipate that these amendmenis to IFRS 7 will have a significant effect
on the Company's disclosures regarding transfers of financial assets However, if the Company
enters into other types of transfers of financial assets in the future, disclosures regarding those
transfers may be affected

c)

IAS 24 'Related Party Transactions’ — In November 2009, the IASB 1ssued amendments to IAS 24,
effective for annual penods beginning on or after 1 January 2011, with earlier apphcation
permitted The revised standard modifies the definition of a related party and simplfies
disclosures for government-related entities

The disclosure exemptions introduced in IAS 24(2009) do not affect the Company because the
Company 1s not a government-related entity However, disclosures regarding related party
transactions and balances in these consolidated finangial statements may be affected when the
revised version of the Standard 1s applied in future accounting penods because some
counterparties that did not previously meet the defimtton of a related parly may come within the
scope of the Standard

k. Related party transactions

Santander UK plc, the Company’'s UK controling undertaking 1s incorporated in Great Britain and
registered in England and Wales The administration, operations, accounting and financial
reporting functions of the Company are performed by Santander UK plc

Related party transactions with group undertakings are detailed in their respective noles

-12 -




LANGTON SECURITIES (2008-2) PLC - 06501924

Notes to the Financial Statements
For the year ended 31 December 2010 (continued)

2

Segmental reporting

The Company operates In one business sector and all of the Company’s activities are in the UK

Interest receivable

Interest on amounts due from Santander UK plc
Interest on cash deposits with Santander UK plc

Interest payable

Interest on subordinated loan from Santander UK plc

Administrative expenses

Professional fees
Admmistration fees and bank charges payable to
Santander UK plc

-13-

Year ended

Year ended 31 3
December December
2010 2009

£'000 £000

109 359

125 281

234 640

Year ended

Year ended 31 31
December December
2010 2009

£000 £'000

41 429

Year ended

Year ended 31 31
December December
2010 2009

£000 £'000

- 1

191 205

191 206
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Notes to the Financial Statements
For the year ended 31 December 2010 (continued)

6

Profit before tax

Year ended
Year ended 31 31
December December
2010 2009
£'000 £'000
Profit before tax 1s stated after charging
Fees payabte to the Company's auditors for the audit of the
Company's accounts (including imrecoverable VAT) - 11

The audit fee for the current year has been paid on the Company's behalf by its UK controlling
undertaking, Santander UK plc, in accordance with company policy, for which a recharge has not been
made The audt fee for the current year (including rrecoverable VAT) 1s £5,000 (2009 £5,000)

Fees payable to Deloitte LLP and their associates for non-audit services to the Company are not required
to be disclosed because the Santander UK plc consolidated financial statements are required to disclose
such fees on a consolidated basis

Directors’ emoluments

Directors’ emoluments for Mr | J Hares were borne by the UK controlling undertaking, Santander UK pic
(2009 position unchanged)

Apart from Mr Hares, no other Directors received any remuneration for their quahfying serices to the
Company (2009 Nil)

An amount of £8,887 (2009 £5,142) was paid by the Company to Structured Finance Management
Limited for the provision of directors and such are borne by Langton Funding (No 1) Limited

The Company has no employees (2009 Nil)

Corporation tax

Year ended
Year ended 31 31
December December
2010 2009
£000 £'000
Current tax
Tax expense for the year being current tax expense - 1

UK corporation tax 1s calculated at 28% (2009 28%) of the estimated assessable profits for the year

The Finance Act (No 2) 2010, which provides for a reduction in the main rate of UK corporation tax from
28% to 27% effective from 1 Apnl 2011, was enacted on 27 July 2010 The effect of the rate reduction
was not matenal The UK Government has also indicated that it intends to enact fulure reductions in the
main tax rate of 1% each year down to 24% by 1 Apnl 2014
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LANGTON SECURITIES (2008-2) PLC - 06501924

Notes to the Financial Statements
For the year ended 31 December 2010 (continued)

8 Corporation tax {continued)

The tax on the Company's profit before tax differs from the theoretical amount that would arise using the
basic tax rate of the Company as follows

Year ended
Year ended 31 KR
December December
2010 2009
£'000 £'000
Profit before tax 2 5
Tax at the current UK corporation tax rate of 28% (2009 28%) - 1
Tax effect of impact of lower rate of tax {marginal rehef) - -
Tax expense for the year - 1
9 Cash and cash equivalents
31 December 31 December
2010 2009
£'000 £'000
Deposits with Santander UK plc 21,018 21,010
Deposits with SFM Corporate Services Limited 13 13
21,031 21,023

The cash deposits held by SFM Corporate Services Limited are n the name of and benefit for the
Company, and are accessible by the Company on demand

10 Fnancial Liabilities

31 December 31 December
2010 2009
£000 £'000

Amounts falling due after five years
Amount due to Santander UK plc 21,004 14,746
Subordinated loan from Santander UK plc 6,251

21,004 20,997

The subordinated loan from Santander UK plc was repaid in September 2010 and bore interest at Libor
plus a margin of 90bps

The amount due to Santander UK plc represents the net funding of cash balances less the effect of
subordinated loans to/(from) fellow group undertakings, along with a net income or expense for
associated Statement of Comprehensive Income items

11 Share capitai

31 December 31 December
2010 2009
£ £
Issued and parily paid
50,000 ordinary shares of £1 each 25p per share called up and 12,500 12,500

paid
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Notes to the Financial Statements -
For the year ended 31 December 2010 (continued)

12 Retained earnings

31 December

31 December

2010 2009

£000 £'000

As at 1 January 12 8
Profit for the year 2 4
As at 31 December 14 12

13 Related party transactions

Dunng the year, fees of £9k (2009 E6k) were charged by Structured Finance Management Limited In
respect of corporate services provided to the Company, which included fees for the prowvision of
directors

Langton Funding (No 1) Limied and the Company are related parties by wrtue of therr common
ownership

During the year, the company entered into the following transactions with related parties

Interest  Amounts due to Interest Amounts due
Expense related parties Income from related
parties

2010 2009 2010
£000 £000 £'000

Santander UK plc

Cash and cash
equivalents

2009 2010 20098 2010 2008 2010 2009
£'000 £'000 £00C £000 £'000 £000 £000

Group 41 429 21,004 20,997 234 640 - - 21,018 21,010
Structured
Finance
Management - - - - - - - . 13 13

There have been no transacttons with key management personnel dunng the year, other than those
disclosed elsewhere in these accounts in respect of transactions wath Structured Finance Management
Limited

Risk management policy and control framework
The principal objects of the Company are set out inits memorandum of association and include
* lending money and giving credit, with or without secunty,

« borrowing or raising money and obtaining credit or finance, and secunng payment or repayment of
money, credit or finance by any secunty over the 1ssuer's property

The principal nsks ansing from the Company's financial instruments (both assets and habilities) are
operational nsk and iquidity nsk The principal nature of such nsks are summansed below

» Operational nsk 1s defined as ‘the nsk of loss resulting from inadequate or fatted internal processes,
people and systems or from external events’ Operational services are provided by Santander UK plc
The Company places rehance upon the specific policies and procedures Santander UK plc has in place
at group level to counteract this nsk

« Ligmdity nsk s the nsk that the Company, though solvent, either does not have sufficient financial
resources available to meet its obligations as they fall due, or can ¢nly secure them at excessive cost
The Company's obligations only anse as a result of payments being received by it under intercompany
loans The Company cannot therefore be required to make any payments of insufficient cash s
avallable and as such it does not face any hquidity nsk
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Notes to the Financial Statements P
For the year ended 31 December 2010 (continued)

14 Risk management policy and control framework (continued)

» Credit nsk s the nsk of financial loss where counterparties are not able to meet their obligations as they
fall due For the reasons outlined above the exposure to loss as a result of credit nsk 1s not considered
maternal

Carrying amounts and fair values

The carrying values of all assets and habilities are considered to be a good approximation of farr value

15 Capital management and financial resources

Capnal held by the Company and managed centrally as part of the Santander UK group, compnses share
capital and reserves

Capdal 1s managed by way of processes set up at inception of the Company and subsequently there 1s no
active process for managing its own capital The Company 1s designed to hold mimmum reserves once
all amounts due have been recewved and amounts owing have been paid The Company's capial 1s not
externally regulated

16 Parent undertaking and controlling party

The Company's parent company i1s Langton Secunties Holdings Limited  The entire share capital of
Langton Secunies Holdings Limited 1s held by SFM Corporate Services Limited on a discretionary trust
basis for the benefit of certain chanties

SFM Corporate Services Limited 1s a wholly owned subsidiary of Structured Finance Management
Limited Copies of the financial statements of SFM Corporate Services Limited may be obtained from 35
Great St Helen's, London, EC3A 6AP

In accordance with SIC 12 “Consohdation — Special Purpose Entities”, the Company 1s controlled by
Santander UK plc and 1s therefore consohdated in the Santander UK Group accounts Santander UK pic
1s incorporated in Great Bntain and s registered in England and Wales

The Company's ulbtmate parent undertaking and contiolling party 1s Banco Santander, S A, a Company
registered in Spain  Banco Santander, S A 1s the parent undertaking of the largest group of undertakings
for which group accounts are drawn up and of which the Company 1s a member Santander UK plc 1s the
parent undertaking of the smallest group of undertakings for which group accounts are drawn up and of
which the Company 1s a member

Copies of all sels of group accounts, which include the results of the Company, are available from
Secretanat, Santander UK plc, 2 Triton Square, Regent’s Place, London, NW1 3AN
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