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MTF Finance II Limited
Company registration number: 11838446

Strategic report for the period from 20 February 2019 (date of incorporation) to 31 December
2019 '

The directors present the first strategic report of MTF Finance II Limited (the "Company”) for the period from
20 February 2019 (date of incorporation) to 31 December 2019.

Incorporation, principal activities, business review and future developments

The Company, a private limited company, was incorporated on 20 February 2019 in the United Kingdom and
registered in England and Wales under the Companies Act 2006.

The Company was established as a special purpose vehicle to raise funding through the issue of junior
variable funding notes (the “Notes”) on a periodic basis to the junior note purchaser (the “Note Purchaser”).
The Company applied the proceeds from the Notes issuance to acquire the rights, title and beneficial interest
in a portfolio of bridging finance receivables (the “Loans”). The Loans are secured over residential and
commercial properties in the United Kingdom.

At the period end the principal balance of the Notes outstanding - along with the entitlement of the
Noteholders to the residual cash flows of the Company - amounted to £51,460,045. The amount due on the
Loans held by the Company (being the sum of principal and accrued interest) amounted to £50,037,887.
The maximum amount of Notes that the Company can issue is currently £100,000,000.

During the period, Loans have been purchased on a regular basis and have been funded exclusively by the
issuance of Notes to the Note Purchaser. These issuances and purchases are expected to continue through
to a future date in 2022.

The Company’s obligation to pay principal and interest on the Notes and its operating and administrative
expenses will be met primarily from payments of principal and interest received from the Loans. The Notes
are a limited recourse obligation of the Company.

The directors do not anticipate any changes to the present level of activity, or the nature of, the Company’s
business in the foreseeable future.

Results

The statement of comprehensive income of the Company is set out on page 9 and shows the profit for the
financial period of £540.

Key performance indicators, principal risks and uncertainties

The directors obtain a full breakdown of the performance of the Loans on a monthly basis. The carrying
value of the Loans held by the Company, which differs from the amount repayable by the borrower as a
result of future interest accrual, increased from £nil at the start of the period to £50,037,887 as at 31
December 2019, due to the net effect of interest accruals, scheduled repayments and the acquisition of
further Loans. .

Some of the key performance indicators are:

31 December 2019

Carrying value of Loans £50,037,887
Loans 1 to 3 months in arrears £687,793
Loans 3 months or more in arrears -
Total number of Loans in arrears 4

At the period end the balance of the Notes outstanding amounted to £51,460,045.



MTF Finance II Limited
Company registration number: 11838446

Strategic report for the period from 20 February 2019 (date of incorporation) to 31 December
2019 (continued)

Key performance indicators, principal risks and uncertainties (continued)

On 23 June 2016, the UK voted to exit the European Union (*EU”) and left the EU on 31 January 2020.
However with no trade deal currently reached, it is difficult to determine the financial impact on the
Company at this stage. There is a risk of financial instability, for example a detrimental effect on the UK
economy may ultimately impact the underlying borrowers’ ability to repay the Loans. However, in the worst
case scenario the Notes are a limited recourse obligation of the Company, therefore payment of them is
dependent upon redemptions on the Loans.

The primary risks facing the Company include credit risk, liquidity risk and interest rate risk. The principal
nature of such risks is summarised below.

Financial instruments

The Company’s operations are financed primarily by means of Notes. The Company continues to issue such
financial instruments to finance the acquisition of Loans. It is not the Company’s policy to trade in financial
instruments.

Credit risk

Credit risk reflects the risk that the underlying Loans borrowers or other transaction parties will not meet
their obligations as they fall due.

The Company’s principal business objective rests on the performance of the Loans. Although the Loans are
secured over residential and commercial properties in the United Kingdom, the Company has considered the
evaluation of a borrower’s ability to service a loan according to its terms to be the principal factor in
assessing the credit risk and the decision to acquire the Loans.

The Company relies on the Loan originator’s established credit governance procedures and credit and fraud
risk monitoring to mitigate the risk of financial loss resulting from the customer loan defaults or fraudulent
activity. The ongoing credit risk of the Loans (and particularly in respect of accounts arrears) is closely
monitored through an extensive assessment of each customer on an individual basis and the prevailing
macroeconomic environment.

Liquidity risk
Liquidity risk reflects the risk that the Company may encounter difficulty in meeting its obligations
associated with its financial liabilities.

The Loans are financed by drawings under the Notes. Due to the limited recourse obligations of the
Company in respect of the Notes, the Company is only obliged to make payments of principal and interest
on the Notes to the extent that repayments are received from the Loans or from any security over the Loans
being realised. g

Interest rate risk

Interest rate risk exists where interest rates on assets and liabilities are either set according to different
basis or reset at different times.

The Company is exposed to interest rate risk because the Loans are subject to multiple fixed interest rates
while the Notes are based on a fixed interest rate. The directors however, consider this risk to be
immaterial, due to the significant differential between the interest received on the Loans and the interest
paid out on the Notes.



MTF Finance II Limited
Company registration number: 11838446

Strategic report for the period from 20 February 2019 (date of incorporation) to 31 December
2019 (continued)

Currency risk
Given the Company trades exclusively in the UK, the Company has no material exposure to foreign
exchange rate fluctuations.

Capital management

The Company is not subject to any external capital requirements, except for the minimum requirement
under the Companies Act 2006 with which the Company has complied.

On behalf of the Board

%C&‘S\Q

Sue Abrahams

per pro Intertrust Directors 1 Limited
as Director

12 February 2020



MTF Finance II Limited
Company registration number: 11838446

Directors’ report for the period from 20 February 2019 (date of incorporation) to 31 December
2019

The directors present their annual report together with the audited financial statements of the Company for
the period from 20 February 2019 (date of incorporation) to 31 December 2019.

Going concern

In order to form a view as to the most appropriate basis of preparation of these financial statements, the
directors have assessed the likelihood of whether the Company will be able to continue trading over the
foreseeable future versus the likelihood of either intending to or being forced to either cease trading or to
place the Company into liquidation.

After making enquiries regarding the quality of assets and the limited recourse nature of the Company’s
borrowings, the directors have formed a judgement that at the time of approving the financial statements,
that there'is a reasonable expectation that the Company has adequate resources to continue in operational
existence for the foreseeable future. For this reason the directors have adopted the going concern basis in
preparing the financial statements.

Future developments

Information on future developments is included in the Incorporation, principal activities, business review and
future developments section of the Strategic report.

Financial risk management

Information on financial risk management is included in the Financial instruments section of the Strategic
report.

Share capital
The issued share capital consists of 1 fully paid ordinary share of £1.

Directors and their interests

The directors of the Company, who were in the office during the period and up to the date of signing the
financial statements, were:

Intertrust Directors 1 Limited : (appointed 20 February 2019)
Intertrust Directors 2 Limited (appointed 20 February 2019)
Helena Whitaker (appointed 20 February 2019)

None of the directors have any beneficial interest in the ordinary share capital of the Company. None of the
directors had any interest during the period in any material contract or arrangement with the Company.

The directors do not recommend the payment of a dividend.

Company secretary

Intertrust Corporate Services Limited was appointed on 20 February 2019 and served as the company
secretary during the period and subsequently.

Third party indemnities

Qualifying third party indemnity provisions for the benefit of the directors were in force during the period
under review and remain in force as at the date of approval of the annual report and financial statements.

Statement of directors’ responsibilities in respect of the financial statements

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



MTF Finance II Limited
Company registration number: 11838446

Directors’ report for the period from 20 February 2019 (date of incorporation) to 31 December
2019 (continued)

Statement of directors’ responsibilities in respect of the financial statements (continued)

Company law requires the directors to prepare financial statements for each financial 10 month period.
Under that law the directors have prepared the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards, comprising FRS 102 “The
Financial Reporting Standard applicable in the UK and Republic of Ireland”, and applicable law). Under
company law the directors must not approve the financial statements unless they are satisfied that they give
a true and fair view of the state of affairs of the company and of the profit or loss of the company for that
period. In preparing the financial statements, the directors are required to:

¢ select suitable accounting policies and then apply them consistently;

e state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been
followed, subject to any material departures disclosed and explained in the financial statements;

« make judgements and accounting estimates that are reasonable and prudent; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the Company will continue in business.

The directors 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 irregularities.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company's transactions and disclose with reasonable accuracy at any time the financial position
of the Company and enable them to ensure that the financial statements comply with the Companies Act
2006.

Statement of disclosure of information to the auditors
The directors confirm that:

a) so far as the directors are aware, there is no relevant information of which the Company’s auditor is
unaware; and

b) each director has taken ali the steps that they ought to have taken as directors in order to make
themselves aware of any relevant audit information and to establish that the Company’s auditor is
aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of section 418(2) of
the Companies Act 2006.

Independent auditors

The auditors, PricewaterhouseCoopers LLP, were appointed as the first auditors of the Company during the
period under review. Having expressed their willingness to continue in office until the next annual general
meeting, pursuant to section 485 of the Companies Act 2006, the directors’ propose to re-appoint
PricewaterhouseCoopers LLP.

On behalf of the Board

N Cade

Sue Abrahams

per pro Intertrust Directors 1 Limited
as Director

12 February 2020



MTF Finance 1I Limited

Independent auditors’ report to the members of MTF Finance II Limited

Report on the audit of the financial statements

Opinion
In our opinion, MTF Finance II Limited’s financial statements:

e give a true and fair view of the state of the Company’s affairs as at 31 December 2019 and of its profit and cash flows
for the 46 week period (the “period”) then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law); and

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

We have audited the financial statements, included within the Annual Report and financial statements (the “Annual
Report”), which comprise: the statement of financial position as at 31 December 2019; the statement of comprehensive
income, the statement of cash flows, the statement of changes in equity for the 10 month period then ended; and the notes to
the financial statements, which include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. Our
responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Independence

We remained independent of the Company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern
ISAs (UK) require us to report to you when:
e the directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

e the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the Company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

We have nothing to report in respect of the above matters.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the Company’s
ability to continue as a going concern. For example, the terms of the United Kingdom’s withdrawal from the European Union
are not clear, and it is difficult to evaluate all of the potential implications on the Company’s trade, customers, suppliers and
the wider economy.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial statements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in
the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report
based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required by the UK
Companies Act 2006 have been included.



MTF Finance II Limited

Independent auditors’ report to the members of MTF Finance II Limited (continued)

Based on the responsrbllmes described above and our work undertaken in the course of the audlt ISAs (UK) require us also
to report certain opinions and matters as described below. . .

Strategic Report and Directors’ Report

In our opinien, based on the work undertaken in the course of the audit, the information given in the Strategic Report and
Directors’ Report for the period ended 31 December 2019 is consistent with the financial statements and has been prepared
in accordance with applicable legal requirements. :

In light of the knowledge and understandmg of the Company and 1ts environment obtained in the course of the aucht we did
not identify any material misstatements in the Strateglc Report and Directors’ Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of directors’ responsrbllmes in respect of the financial statements, the directors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for being
satisfied that they give a true and fair view. The directors are also responsible for such internal control as they determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
erTor.

.In preparing the ﬂnanclal statements, the directors are responsible for assessing the Company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
the dlrectors either intend to liquidate the Company or'to cease, operatlons, or have no reahstxc altematlve but to do so.

Auditors’ responsibilities for the. audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable '
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered

" material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the ﬁnanclal statements is located on the FRC s website at:-
www frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report. -

Use of this report

This report, including the opinions, has been prepared for and only for the Company’s members as a body in accordance with .
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or
assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it may
come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
T e we have not received all the information and explanations we require for our audit; or

. adequate accounting records have not been kept by the Company, or retums adequate for our audit have not been
received from branches not visited by us; or

e certain dlsclosures of dlrectors remuneratlon specified by law are not made; or

o the ﬁnanc1a1 statements are not in agreement with the accountmg records and returns.

We have no exceptions to report arising from this responsibility. -

Andrew Batty (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

_12 February 2020



MTF Finance II Limited
Company registration number: 11838446

Statement of comprehensive income for the period from 20 February 2019 (date of
incorporation) to 31 December 2019

Period ended
31 December

Note 2019

£

Interest receivable and similar income 2 1,691,374
Interest payable and similar expenses 3 (1,611,904)
Net interest income 79,470
Operating expenses (78,803)
Profit before taxation 4 667
Tax on profit : 6 ’ (127)
Profit for the financial period 11 540
Other comprehensive income ' -
Total comprehensive income for the financial period 540

All amounts relate to continuing activities.

The accompanying notes on pages 13 to 21 are an integral part of these financial statements.



MTF Finance II Limited
Company registration number: 11838446

Statement of changes in equity for the period from 20 February 2019 (date of incorporation) to
31 December 2019

Total

Called up Profit and loss shareholders’

share capital account funds

£ £ £

Balance as at 20 February 2019 (date of _ ) _

incorporation)

Issue of shares 1 - 1
Total comprehensive income for the financial ‘

period - 540 540

Balance as at 31 December 2019 1 540 541

The accompanying notes on pages 13 to 21 are an integral part of these financial statements.

10



MTF Finance II Limited
Company registration number: 11838446

Statement of financial position as at 31 December 2019

31 December

Note 2019
£
Fixed assets
Loans 7 11,366,338
Current assets
Debtors 8 38,691,098
Cash at bank and in hand 1,704,900
40,395,998
Creditors: amounts falling due within one year 9 (14,643,523)
Net current assets 25,752,475
Total assets iess current liabilities 37,118,813
Creditors: amounts falling due after more than one 9 (37,118,272)
year
Net assets 541
Capital and reserves
Called up share capital 10 1
Profit and loss account 11 540
Total shareholders' funds 541

The accompanying notes on pages 13 to 21 are an integral part of these financial statements.

The financial statements on pages 9 to 21 were approved and authorised for issue by the Board on 12
February 2020, and were signed on its behalf by;

PG

Sue Abrahams
per pro Intertrust Directors 1 Limited
as Director

11



MTF Finance II Limited
Company registration number: 11838446

Statement of cash flows for the period from 20 February 2019 (date of incorporation) to 31

December 2019

Cash flows from operating activities
Net cash outflow from operating activities
Taxation paid

Net cash used in operating activities

Cash flows from investing activities
Acquisition of Loans

Receipt from the redemption of Loans
Interest received on Loans

Net cash used in investing activities

Cash outflow before financing

Cash flows from financing activities
Issue of share capital

Proceeds from issue of Notes-
Redemption of Notes

Interest paid on Notes

Net cash generated from financing activities

Increase in cash at bank and in hand

Cash at bank and in hand at the beginning of
the period

Cash at bank and in hand at the end of the
period

Note

13

Period ended
31 December
2019

£

(65,952)

(65,952)

(54,380,533)
5,559,854
474,167

(48,346,512)

(48,412,464)

54,957,549
(4,524,934)
(315,251)

50,117,364

1,704,900

1,704,900

The accompanying notes on pages 13 to 21 are an integral part of these financial statements.

12



MTF Finance II Limited
Company registration number: 11838446

Notes forming part of the financial statements for the period from 20 February 2019 (date of
incorporation) to 31 December 2019

1 Accounting policies

General information

MTF Finance II Limited (the “Company”), a private company with limited liability, limited by shares, was
incorporated as a special purpose company on 20 February 2019 in the United Kingdom and registered
in England and Wales under the Companies Act 2006. The address of its registered office is 35 Great St.
Helen's, London, EC3A 6AP.

Statement of compliance

The financial statements of the Company are prepared on a going concern basis, under the historical
cost convention as modified by revaluation of certain financial instruments in accordance with the
Companies Act 2006 and applicable accounting standards in the United Kingdom. The Company has
adopted and is in compliance with Financial Reporting Standard 102 (the “"FRS 102”). The accounting
policies which have been applied consistently throughout the period to the Company’s financial
statements are set out below. The directors have adjusted the format of the statement of
comprehensive income as allowed under Companies Act 2006 as in the opinion of the directors, net
interest income is a more appropriate measurement of the Company’s performance than turnover and
cost of sales. The presentational currency of these financial statements is sterling. All amounts in the
financial statements have been rounded to the nearest £1.

Basis of preparation — Going concern

In order to form a view as to the most appropriate basis of preparation of these financial statements,
the directors have assessed the likelihood of whether the Company will be able to continue trading over
the foreseeable future versus the likelihood of either intending to or being forced to either cease trading
or place the Company into liquidation.

After making enquiries regarding the quality of assets and the limited recourse nature of the Company’s
borrowings, the directors have formed a judgement that at the time of approving the financial
statements, that there is a reasonable expectation that the Company has adequate resources to
continue in operational existence for the foreseeable future. For this reason, the directors have adopted
the going concern basis in preparing the financial statements.

Financial instruments
In accordance with Section 11 of Financial Reporting Standard 102, the provisions of IAS 39 have been
adopted in full with respect to the recognition and measurement of financial instruments.

Segmental analysis
The Company's operations are carried out in the United Kingdom and the results and net assets are
derived from its acquisition of the Loans and therefore the directors only report one business and one
geographic segment.

Loans
The Loans are non-derivative financial assets with fixed or determinable repayments that are not
quoted in an active market.

They are classified as loans and receivables. The Loans are measured on initial recognition at fair
value, and are subsequently measured at amortised cost using the effective interest rate method.
Appropriate allowances for estimated irrecoverable amounts are recognised in the statement of
comprehensive income when there is objective evidence that the assets are impaired. The allowance
recognised is measured as the difference between the asset’s carrying amount and the present value of
estimated future cash flows discounted at the effective interest rate computed at initial recognition.

13



MTF Finance II Limited
Company registration number: 11838446

Notes forming part of the financial statements for the period from 20 February 2019 (date of
incorporation) to 31 December 2019 (continued)

1 Accounting policies (continued)

Loans (continued)

Subsequent increases in recoverable amounts of the Loans, which can be objectively related to an event
occurring after previous impairment losses have been recognised, are recorded in the statement of
comprehensive income to the extent previous impairment losses have been taken through the
statement of comprehensive income. The reversal shall not result in a carrying amount of the Loans
that exceeds the amortised cost had no impairment been recognised.

Impairment

The Company assesses at each statement of financial position date whether there is any objective
evidence that a financial asset is impaired. A financial asset or portfolio of financial assets is impaired
and an impairment loss incurred if there is objective evidence that an event or events since initial
recognition of the asset have adversely affected the amount or timing of future cash flows from the
asset.

If there is objective evidence that an impairment loss on a financial asset classified as loans and
receivables has been incurred, the Company measures the amount of the loss as the difference between
the carrying amount of the asset and the present value of estimated future cash flows from the asset
discounted at the original effective interest rate of the instrument at initial recognition.

Impairment losses are recognised in the statement of comprehensive income and the carrying amount
of the financial asset reduced by establishing an allowance for impairment losses. If in a subsequent
period the amount of the impairment loss reduces and the reduction can be ascribed to an event after
the impairment was recognised, the previously recognised loss is reversed by adjusting the allowance.
Once an impairment loss has been recognised on a financial asset, interest income is recognised on the
carrying amount using the rate of interest at which estimated future cash flows were discounted on
measuring impairment.

The cash flows are estimated based on the originators’ past experience of similar Loans along with the
directors’ view of future events and considering factors including the number of payments in arrears at
the balance sheet date and estimated realisable value of any security.

Notes

The Notes are classified as other financial liabilities and are initially recognised at fair value at the date
of issuance of the liability, and are subsequently measured at amortised cost using the effective interest
rate method.

Cash at bank and in hand

Cash at bank and in hand comprise cash balances. The use of this cash is restricted by a detailed
priority of payments as set out in the transaction documentation. As the cash can only be used to meet
certain specific liabilities and is not available to be used with discretion, it is viewed as restricted cash.

Interest receivable and similar income and interest payable and similar charges

The Company accounts for interest income and expense on an accruals basis. Interest income on
financial assets that are classified as loans and receivables and interest expense on financial liabilities is
determined using the effective interest rate method. The effective interest rate method is a method of
calculating the amortised cost of a financial asset or financial liabilities and of allocating the interest
income or interest expense over the expected life of the asset or liability. The effective interest rate is
the rate that exactly discounts estimated future cash flows to the instrument’s initial carrying amount.
In calculating the effective interest rate the Company estimates the cash flows considering all
contracted terms but not future credit losses.

14



MTF Finance II Limited
Company registration number: 11838446

Notes forming part of the financial statements for the period from 20 February 2019 (date of
incorporation) to 31 December 2019 (continued)

1 Accounting policies (continued)

Interest receivable and similar income and interest payable and similar charges (continued)
By way of further consideration for the acquisition of Loans, payment of deferred profit (the “Deferred
Consideration”) is made to the originator of the Loans on each payment date in accordance to the
transaction documents and is treated as an adjustment to the effective interest rate on the Loan.

Under the terms of the priority of payments, as set out in the transaction documents, the Noteholders
are entitled to all residual cash flows of the Company. This return therefore accrues at a variable rate
over the life of the transaction, but is only paid out once all other amounts due to the Noteholders have
been paid.

Taxation

The directors are satisfied that this Company meets the definition of a ‘securitisation company’ as
defined by both The Finance Act 2005 and the subsequent secondary legislation and that no incremental
unfunded tax liabilities will arise. As a result, no deferred tax amounts are recognised.

Under the powers conferred by the Act, secondary legisiation was enacted in 2006 which ensures that,
subject to certain conditions being met and an election being made, for periods commencing on or after
1 January 2007, corporation tax for a ‘securitisation company’ will be calculated by reference to the
profit of the securitisation company required to be retained in accordance with the relevant capital
market arrangement.

Use of estimates and judgments

The preparation of the financial statements requires management to make judgments, estimates and
assumptions that may affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses. The estimates and associated assumptions are based on historical and
various other factors that are believed to be reasonable under the circumstances, the results of which
form the basis of making judgments about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period or in the period of the revision and future periods if the revision affects both current and future
periods. The judgments and estimates involved in the Company’s accounting policies that are
considered by the directors to be the most important to the portrayal of the Company’s financial
condition and have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial period are discussed below:

Impairment losses on the Loans

The level of potential credit losses on the Loans is uncertain and could depend on a number of micro
and macro-economic factors that may affect repayment conditions and the value of the underlying
collateral. The Company assesses impairment provisions based on historical and incurred loss
experience and will calculate and recognise impairment when there is objective evidence of an
impairment event having occurred.

15



MTF Finance II Limited
Company registration number: 11838446

Notes forming part of the financial statements for the period from 20 February 2019 (date of
incorporation) to 31 December 2019 (continued)

a)

Interest receivable and similar income

Period ended
31 December
2019

£

Interest receivable on Loans 1,691,374

Interest payable and similar expenses

Period ended
31 December
2019

£

Interest payable on Notes 1,611,904

Profit before taxation

Period ended
31 December

2019
£

This has been arrived at after charging:
Auditors’ remuneration - audit services 27,000

There were no non-audit services provided during the period.

Directors and Employees
The Company has no employees and services required are contracted from third parties.

The directors received no remuneration from the Company in respect of qualifying services rendered
during the current period.

During the period, fees of £36,686 were paid of which £4,190 are prepayments to Intertrust
Management Limited for the provision of corporate administration to the Company; which included the
provision of the Directors to the Company. There were corporate services fees of £nil accrued at 31
December 2019 in respect of the services provided by Intertrust Management Limited.

Tax on profit

Period ended
31 December

2019
£

Analysis of the company tax charge in the period
UK corporation tax charge on the profit for the period at 127

19.00%
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MTF Finance II Limited
Company registration number: 11838446

Notes forming part of the financial statements for the period from 20 February 2019 (date of
incorporation) to 31 December 2019 (continued)

6 Tax on profit (continued)
Period ended
31 December

2019
£
b) Factors affecting the company tax charge for the period

Profit before taxation 667
UK corporation tax charge on the profit for the period at 127
19.00%
Effects of:
Accounting profits not taxed in accordance with SI 2006/3296 (127).
Cash retained profit taxed in accordance with SI 2006/3296 127
Total tax charge 127

For UK corporation tax purposes, the Company has been considered as a Securitisation Company under
the ‘Taxation of Securitisation Companies Regulations 2006 (SI 2006/3296)". Therefore, the Company is
not required to pay corporation tax on its accounting profit or loss. Instead, the Company is required to
pay tax on its retained profits as specified in the documentation governing the transaction. In
accordance with the prospectus, the Company is expected to retain an amount of £83.33 per interest
payment date (the “IPD").

7 Loans
The Loans are secured over residential and commercial properties in the United Kingdom.
31 December

2019

£

Opening book value -

Acquisitions of Loans during the period 54,380,533

Redemptions of Loans during the period (5,559,854)

Interest accrual 1,217,208

As at 31 December ' 50,037,887

The maturity profile of the Loans was as follows:

Loans due in one year or less (see note 8) 38,671,549

Loans due in more than one year 11,366,338

50,037,887

8 Debtors

31 December

2019

£

Loan due within one year (see note 7) 38,671,549

Prepayments and accrued income 4,190

Other debtors ' 15,359

38,691,098
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Company registration number: 11838446

Notes forming part of the financial statements for the period from 20 February 2019 (date of
incorporation) to 31 December 2019 (continued)

9 Creditors

31 December

2019
‘ £
Amounts falling due within one year

Notes 14,341,773
Tax provision 127
Accruals and deferred income 301,623
14,643,523

Amounts falling due after more than one year
Notes ' 37,118,272

10 Called up share capital

31 December

2019
£

Called up, allotted and issued
1 ordinary share of £1 1

The Company is not subject to any externally proposed capital requirements except for the minimum
requirement under the Companies Act 2006. The Company has not breached the minimum
requirement.

11 Profit and loss account

31 December

2019

£

Opening balance -
Profit for the financial period 540
As at 31 December 540

12 Financial instruments

The Company's exposure to risks on its financial instruments and the management of such risks are
largely determined from the inception of the transaction. The Company's activities and the role of each
party to the transaction are clearly defined and documented.

Following initial set-up, the directors monitor the Company's performance, reviewing reports on the
performance of the Loans. Such review is designed to ensure that the terms of the transaction
documentation have been met, that no unforeseen risks have arisen and that the Noteholders have
been paid on a timely basis.

Credit risk

The ability of the Company to meet its obligations to make principal and interest payments on the Notes
and to meet its operating and administrative expenses is dependen; on the extent that it has such
amounts available to it. '
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Notes forming part of the financial statements for the period from 20 February 2019 (date of
incorporation) to 31 December 2019 (continued)

12 Financial instruments (continued)

Credit risk (continued)

The maximum exposure to credit risk arising on the Company’s financial assets at the reporting date is
disclosed in the table below.

Carrying Maximum
Value Exposure
2019 2019
£ £
Assets:

Loans 50,037,887 50,037,887

Cash at bank and
in hand 1,704,900 1,704,900
Other debtors 15,359 15,359
51,758,146 51,758,146

The credit quality of the Loans and fair value of collateral for these Loans are summarised as follows:

Fair Value of

Carvr\a(::g collateral
(capped)
2019 2019
£ £

Loans
Not overdue 49,350,094 49,350,094
< than 1 month 189,090 189,090
From 1 to 2 months 192,577 192,577
From 2 to 3 months 306,126 306,126
From 3 to 4 months - -
4 months and over ' - -
50,037,887 50,037,887

The Loans are secured over residential and commercial properties in the United Kingdom.

The estimate of the fair value is based on indexing the valuation performed at the time of borrowing
using the Nationwide House Price Index, and applying haircut losses to this indexed valuation to
estimate the total recoverable amount. Fair value is capped at the amount of the underlying Loans if
the indexed valuation is greater. ' '

Liquidity risk
Liquidity risk reflects the risk that the Company may encounter difficulty in meeting its obligations
associated with its financial liabilities.

The Loans are financed by drawings under the Notes. Due to the limited recourse nature of the Notes,

the Company is only obliged to make repayments of interest and principal in respect of the Notes to the
extent that repayments and interest are received from the Loans.
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Notes forming part of the financial statements for the period from 20 February 2019 (date of
incorporation) to 31 December 2019 (continued)

12 Financial instruments (continued)

Liquidity risk (continued) .

Whilst the Notes have a legal repayment date of 2025, the Company is required under the priority of
payments set out in the transaction documents to repay the Notes at each interest payment date, to
the extent the Company has sufficient cash to do so as a result of payments received on the Loan. The
table below reflects the expected undiscounted cash flows associated with the Notes, as at the balance
sheet date. This has been derived based upon the repayment date of each Loan and the timing of
payments to the Noteholders, as set out in the transaction documents.

The interest accrual on the Notes in the table below is based on the fixed return only and therefore
excludes the variable return to which the Noteholders are entitled, on the basis that this cannot be
reliably estimated.

Due after 1 Due after 1

Due within month but Due after 3 year but
As at 31 December Carrying Gross cash less than 1 within 3 months but within 5 Due after 5
2019 Value flows month months within 1 year years years
£ £ £ £ £ £ £
Notes * 51,460,045 50,432,615 1,034,920 2,232,622 10,046,801 37,118,272 -
Contractual interest _

payable on Notes 269,223 3,142,953 396,702 238,742 955,407 1,552,102

Total as 31

December 2019 51,729,268 53,575,568 1,431,622 2,471,364 11,002,208 38,670,374 -

* The Notes balance includes the entitlement, as at the period end date, of the Noteholders to the
residual cash flows of the Company, which will ultimately be paid to Noteholders once all other amounts
due to them have been paid.

Market risk

Market risk is defined as potential loss in value or earnings of an organisation arising from changes in
external market factors.

The Company is exposed to market risk in the form of interest rate risk.

Interest rate risk

Interest rate risk exists where assets and liabilities have interest rates set under a different basis or
which reset at different times.

In addition to the fixed interest rate referred to below, the Noteholders are also entitled to all residual
cash flows, in accordance with the priority of payments set out in the transaction documents.

Interest on the liabilities is determined and payable monthly in arrears at the following fixed rates.

31 December Interest rate (per
2019 annum)
£
Notes 51,460,045 3.00%

As the variable return on the Notes is directly linked to the Company’s residual cash flows and therefore
the actual cash flows received on the Loans, the directors do not consider the Company to be exposed
to significant interest rate risk.

20



MTF Finance II Limited
Company registration number: 11838446

Notes forming part of the financial statements for the period from 20 February 2019 (date of
incorporation) to 31 December 2019 (continued)

12

13

14

15

Financial instruments (continued)

Currency profile
All of the Company’s financial assets and liabilities are denominated in sterling.

Fair value of financial assets and liabilities

There are no financial instruments included in the Company’s statement of financial position that are
measured at fair value. The directors consider that the carrying amounts of all other financial assets
and liabilities approximate to their fair values.

Reconciliation of profit for the financial period to net cash outflow from operating activities

Period ended
31 December

2019

£

Profit on ordinary activities before taxation 667
Interest receivable on the Loans (1,691,374)
Increase in debtors . (19,549)
Interest payable on Notes 1,611,904
~Increase in creditors 32,400
Net cash outflow from operating activities . (65,952)

Controlling party

The entire share capital of the Company is held by the legal parent company, Intertrust Corporate
Services Limited, a company incorporated in the United Kingdom and registered in England and Wales,
which holds the share on a discretionary trust basis under a declaration of trust for the benefit of
certain charities.

Intertrust Corporate Services Limited is a wholly owned subsidiary of Intertrust Management Limited.

For accounting purposes, the controlling party under Financial Reporting Standard 102 (Section 9) is
considered to be LVS Finance LUX II S.A R.L.., a private company incorporated in Luxembourg, on the
basis that this entity holds the majority of the exposure to variability associated with the Loans. The
smallest group in which the Company consolidates into is that of LVS Finance LUX II S.A R.L., a private
company incorporated in Luxembourg, on the basis that this entity holds the majority of the exposure
to variability associated with the Loans. The largest group in which the Company is consolidated is
PIMCO Bravo Fund III, L.P, a limited partnership registered in Delaware, USA.

Related party transactions

During the period, fees of £36,686 were paid of which £4,190 are prepayments to Intertrust
Management Limited for the provision of corporate administration to the Company; which included the
provision of the Directors to the Company. There were corporate services fees of £nil accrued at 31
December 2019 in respect of the services provided by Intertrust Management Limited.

During the period £315,2510f interest was paid to LVS Finance LUX II S.A R.L. on the Notes. The Notes

balance, including accrued interest, at the period end amounted to £51,729,268 payable to LVS Finance
LUX II S.AR.L.
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