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REPORT OF THE DIRECTORS

Directors

K Bothwell I Purves

D Gibson C Richards
G McDonald I Robertson
S Morrison G Shankland

The Directors subrut their report and audited accounts of the Company for the pennod ended 31 December 2006

Incorporation
The Company was incorporated on 26 August 2004

Activity and review of business
The Company operates as an investment holding company

Results and Dividends

The profit after tax for the Company for the year ended 31 December 2006 was £86,180 (2005 loss £781,764)
The Directors do not recommend payment of a dividend

Directors and their interests

The Directors at the date of this report are as stated on page 1

Dates of appomntments and resignations were as follows

Director Date of Appomtment
K Bothwell 08/02/2006
D Gibson 08/02/2006

Dhrectors’ beneficial interests in the ordimary shares of HBOS ple during the period were as follows
(References to "HBOS plc shares” are to ordinary shares of 25p each in HBOS plc)

During the period no Director had any beneficial interest in the share capital of the Company or of any other
Group undertaking other than in HBOS plc, the ultimate holding company

The beneficial interests of the Directors and thewr immediate farilies in HBOS plc shares are set out below

At311205
or date of appointment if later At3112 06
HBOS plc shares HBOS plc shares

K Bothwell 12,331 17,016
D Gibson 36,340 45,683
G McDonald 11,698 20,527
S Momson 9,280 10,030
I Purves 9,394 11,274
C Rachards 3,486 7,183
I Robertson 64,573 84,658

G Shankland 18,368 38,223
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REPORT OF THE DIRECTORS (continued)
Directors and their mnterests (continued)

Short term Incentive Plan — HBOS scheme and former Halifax scheme

Wl L A A Y X A A e e e e s e

Certamn Directors have conditional entitlements to shares ansing from the annual incentive plan  Where the
annual mcentive for any year was taken n shares and these shares are retamned m trust for three years, the
following shares will also be transferred to the Directors

Grant effective from Shares as at
311206
K Bothwell March 2004 1,775
March 2005 1,485
March 2006 1,495
D Gibson March 2004 929
March 2005 1,350
March 2006 1,495
G McDonald March 2004 1,724
March 2005 1,530
March 2006 1,495
S Mormison March 2004 1,355
March 2005 1,386
March 2006 1,944
I Purves March 2004 1,294
March 2005 1,386
March 2006 1,944
C Richards March 2004 676
March 2005 900
March 2006
I Robertson March 2004 1,603
March 2005 5,669
March 2006 3,332
G Shankland March 2004 2,322
March 2005 4,254

March 2006 4.487



UBERICR FUND INVESTMENTS LIMITED

REPORT OF THE DIRECTORS (continued)

Directors and their interests (continued}

Long term Incentive Plan — HBOS scheme and former Halifax scheme

Details of the shares which have been conditionaily awarded to Directors under the plans are set out below The
condttions relating to the long term incentive plan may be found 1n the HBOS plc Annual Report & Accounts

2006
At311205 Granted
Grant or date of {G) or Added asa Dividend
effective  appomntment lapsed (L) result of remnvestment
from if later In year performance shares
D Gibson January 3,176 (G}
2006
C Richards January 6,508
2004
January 6,150
2005
January 9,567 (G)
2006
I Robertson January 17,708 16,978 2,748
2003
January 25,104
2004
January 21,428
2005
January 20,481
2006 G)
G Shankland January 6,640 6,366 1,030
2003
January 6,973
2004
January 10,168
2005
January 17,067
2006 (G)

Released
m year

At
311206

(37,434)

(14,036)

3,176

6,508

6,150

9,567

25,104

21,428

20,481

6,973

10,168

17,067

Shares granted under these plans can crystallise at any level between 0% and 200% of the conditional award
noted m the above table, dependant upon performance The performance penod for the January 2003 grant
ended on 31 December 2005 and, mn the light of the performance outcome, grants were released at 183% of the
conditional award On matunity, dividend reinvestment shares equivalent to approximately 15 5% of the
oniginal conditional grant were also released to participants in accordance with the rules of the plan
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REPORT OF THE DIRECTORS (continued)
Directors and thewr interests (continued)

Long term Incentive Plan
HBOS Scheme, former Bank of Scotland scheme and former Hahfax Scheme

Share options granted between 1995 and 2000 under the Bank of Scotland Executive Stock Option Scheme
1995 are subject to performance pre conditions which have now been satisfied Share options granted under
other plans are not subject to a performance pre condition Details of the options outstanding under these plans
are set out below

Options cutstanding at

31.12 05 or date of Granted (G), lapsed (L) or
appomtment 1f later exercised (E) m peniod At311206
K Bothwell 11,789 11,789
D Gibson 6,487 3,119 (E) 3,368
G McDonald 5,624 3,612 (E) 2,012
$ Morrison 11,097 5,385 (E) 5,712
I Purves 10,6041 10,641
C Ruchards 10,921 10,921
I Robertson 57,000 7,000 (E) 50,000
G Shankland 18,937 7,227 (E) 11,710

Sharesave Plan

Share options granted under these plans are set out below

As at 31 12 05 or date of Granted (G) lapsed (L) or

appomtment if later exercised (E) in penjod At3112 06
K Bothwell 1,755 715 (G), 1,090 (E) 1,380
D Gibson 4,398 425 (G), 644 (E) 4,179
G McDonald 2,773 413 (G) 3,186
S Mornson 2,984 975(G) 3,959
I Purves 2,309 997 (E) 1,312
C Richards 2,761 2,761
1 Robertson 2,933 1,581 (E) 1,352
G Shankland 5,259 319 (G) 5,578

Options under these plans were granted using mmddie market prices shortly before the dates of the grants,
discounted by 20%
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REPORT OF THE DIRECTORS (continued)

Gomng Concern

The Directors are satisfied that the Company has adequate resources to continue 1 business for the foreseeable
future and consequently the going concern basis continues to be appropriate m prepanng the accounts

Audit information
The Directors who held office at the date of approval of this Directors' Report confirm that, so far as they each
are aware, there 1s no relevant audit mformation of which the Company's auditors are unaware, and each

Drrector has taken all the steps that he/she ought to have taken as a Director to make limself/herself aware of
any relevant audrt information and to establish that the Company's auditors are aware of that information

Company Secretary

A T Macrae

Auditors

KPMG Audit plc have signified their willingness to continue 1 office

By Order of the Board,
— wJ‘Q_/
Macrae
etary
19 February 2007

Registered Office
Bank of Scotland
Level 1
Citymark
150 Fountambridge
EDINBURGH

EH3 9PE



UBERIOR FUND INVESTMENTS LIMITED

Income Statement

For the year ended 31 December 2006

Investment Income

Admnistrative expenses

Other expenses

Net other expenses

Profit on disposal of investments
Operating profit before financing costs
Fmancial expenses

Profit/(loss) before tax

Income tax (charge)/credit
Profit/(oss) after tax for the year

Attributable to:
Equity holders
Profit/(loss) for the year

The notes on pages 11 to 20 form part of these accounts

For the 17 month

period ended

31 December

2006 2005

Note £ £

2 719,301

3 (9,091,150) (1,370,288)

4 (4,632) (1,012)

(9,095,782) {1,371,300)

12432763 _ 577,631
4,056,282 _ (793,669) _

5 (3,920,317) (323,137)

135,965 {1,116,806)

6 {(49,785) 335,042

86,180 (781,764)

86,180 (781,764)

86,180 (781,764)




UBERIOR FUND INVESTMENTS LIMITED

Statement of Recogmsed Incorne and Expense

For the year ended 31 December 2006

Change 1n fair value for equity investments available for sale

Profit/(loss) for the year
Total recognised income and expense for the year

Attributable to:
Equity holders
Profit/(loss) for the year

The notes on pages 11 to 20 form part of these accounts

Note
11

For the 17 month

period ended

31 December

2006 2005

£ £

4,748,081

86,180 {781,764)
4,834,261 {781,764)
4,834,261 (781,764)
4,834,261 {781,764)




UBERIOR FUND INVESTMENTS LIMITED

Balance Sheet

As at 31 December 2006

Assets

Investments

Investments in subsidiary undertakings
Total non current assets

Cash and cash equivalents
Income tax receivables
Teotal current assets
Total assets

Equity

Issued capital
Reserves
Retaned earnings
Total equity

Laabilities
Interest bearing loans and borrowings
Deferred tax

Total non current habilities

Bank overdraft

Interest bearing loans and borrowings
Trade and other payables

Income tax payable

Total current habilities

Total liabilities

Total equity and habilities

The notes on pages 11 to 20 form part of these accounts

Approved by the Board by written resolution and signed on 1ts behalf by

Note

10

11

10
12
13

Director

2006 2005
£ £
181,735,637 38,056,708
1,000 1,000
181,736,637 18,057,708
4,470,784 377,548
335,042
~ 4470784 712590
186,207,421 38,770,298
1 1
4,748,081
(695,584) (781,764)
4,052,498 (781,763)
72,984,471
2,034,892
75,019,363
3,613,402 927,042
102,096,820 18,531,948
1,424,095 93,071
1,243
107,135,560 39,552,061
182,154,923 39,552,061
186,207,421 38,770,298

19 February 2007
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Statement of Cash Flows

For the year ended 31 December 2006

Cash flows from operating activities
Operating profit/(loss)

{Increase)/decrease in trade & other payables
Acquisition of imvestments

Disposal of investments

Exchange movement

Cash generated from operahons

Interest paid

Income taxes rexmbursement

Net cash from operating activities

Cash flows from mvesting activities
Investrnent 1n subsidhary undertaking
Net cash from mvesting activities

Cash flows from financing activities
Proceeds from the 1ssue of share capital
Increase in amounts due to related undertaking
Net cash from financing activities

Increase/(decrease) n cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

The notes on pages 11 to 20 form part of these accounts

For the 17 month

period ended

31 December

2006 2005

Note £ £

4,056,282 (793,669)

(1,281) 1,000

(205,993,438) (38,056,708)
65,543,631
3,553,851

(132,840,955) (38,849,377)

(2,588,012) (231,066)
286,500

(135,142,467} (39,080,443)

(1,000)

(1,000

1

136,549,343 38,531,948

136,549,343 38,531,949

1,406,876 (549,494)
(549,494)

10 857,382 (549,494)
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Notes to the financial statements

1. Sigmficant accounhng policies

Uberior Fund Investments Limited (the “Company”) 1s a company domiciled in Scotland

The financial statements were authorised for 1ssue by the directors on 19 February 2007

()

{b)

Statement of comphance
The 2006 statutory financial statements set out on pages 7 to 20 have been prepared 1n accordance with
International Financial Reporting Standards as adopted by the European Union (‘IFRS’)

The accounting policies set out below have been applied m respect of the financial year ended
31 December 2006

These are the Company’s first financial statements 1 which IFRS 1 has been applied In preparing its
opemng IFRS Balance Sheet, the Company has not had to make adjustments to previous financial
statements prepared 1n accordance with 1ts old basis of accounting (UK GAAP)

The standards adopted by the Company are those endorsed by the European Union and effective at the date
the consolidated IFRS financial statements are approved by the Board

The accounts also comply with the relevant provisions of Part VII of the Compamies Act 1985, as amended
by the Companies Act 1985 (International Accounting Standards and Other Accounting Amendments)
Regulations 2004

Basis of preparation

The financial statements have been prepared under the hustorical cost basis, except that the following assets
and habilities are stated at thewr fair values denvatives, financial mstruments held for tradng, financial
instruments designated at farr value through the income statement, financial instruments classified as
avatlable for sale and investment properties

(¢) Adopted IFRS not yet apphed

(d)

IERS 7 ‘Fmancial nstruments Disclosure’ and the ‘Capital disclosure amendment’ to TAS 1 ‘Presentation
of financial statements’ which are applicable for periods commencing on or after 1 January 2007 have not
been applied The application of these standards m 2006 would not have affected the balance sheet, income
statement or cash flow statement as they are only concerned with disclosure

Foreign currency

Foreign currency transactions

Transactions 1n foreign currencies are translated at the foreign exchange rate ruhing at the last day of the
month followmg the date of the transaction Monetary assets and habilittes denominated i foreign
currencies at the balance sheet date are translated to Sterling at the foreign exchange rate ruling at that date
Foreign exchange differences anising on translation are recogmsed n the income statement
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Notes to the financial statements (cont)
1. Sigmificant accounting policies (cont)

(e) Investments
Investments in debt and equity securities
Investment securities held for trading are carried at fair value Gains, losses and related mcome are taken to
net trading mcome as they arise

Investment secunties designated at farr value through the imncome statement are carrred at fair value Gains,
Josses and related income are taken to other operating income as they arise

Debt securities for which there 1s no active market are classified as loans and recervables, other than those
that are held for trading or designated at fair value through the income statement They are imtally
recogmsed at fair value plus directly related transaction costs and are subsequently camed on the balance
sheet at amortised cost using the effective interest method less proviston for impawrment

All other investment securities are classified as available for sale They are 1utially recogmsed at fair value
plus dwrectly related transaction costs and are subsequently carmed on the balance sheet at farr value
Unrealised gamns or losses are recogmsed directly i equity 1n the avaiiable for sale reserve, except for
impairment losses or foreign exchange gains or losses related to debt securities, which are recogmsed
immediately mn the income statement 1o 1mpawment on mvestment securities or other operating mcome
respectively Income on debt securities 15 recogmsed on an effective interest rate basis and taken to interest
recewvable through the income statement Income from equity shares 1s credited to other operating mcome,
with income on histed equity shares bemng credited on the ex dividend date and income on unhsted equuty
shares being credited on an equivalent basis On sale or matunty, previously unreahised gams and losses are
recognesed 1n profit on disposal of mvestments

Impairment losses on available for sale equaty instruments are not reversed through the mcome statement
Any increase n the fair value of an available for sale equity mstrument after an impawrment loss has been
recognised 1s treated as a revaluation and recogmused directly m equity An imparrment loss on an available
for sale debt mstrument 1s reversed through the income statement, if there 15 evidence that the increase in
fair value 1s due to an event that occurred after the impairment loss was recogmsed

The fair value of mvestment securities 18 based on market prices or broker/dealer valuations Where this
mformation 15 not available, the fair value 15 estimated using quoted market prices for securihies with simlar
credit, matunty and yreld characteristics or simular valuation model

The Group uses settlement date accounting when recording the purchase and sale of investment securities,
with the exception of those held for trading for which trade date accounting 1s used

(f) Trade and other recervables
Trade and other receivables are stated at their cost less impairment losses

(g) Cash and cash equevalents
Cash and cash equivalents are held for the purpose of meeting short term cash comnutments rather than
mvesting or other purposes Cash and cash equivalents consist of cash and balances at central banks that are
freely available, loans and advances to banks with a matunity of three months or less excluding financial
assets that are held for trading purposes
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Notes to the financial statements (cont)

1. Sigmficant accounting policies (cont)

(h) Impairment

M

The carrying amounts of the Company’s assets, and deferred tax assets, are reviewed at the balance sheet date
to determine whether there 1s any indication of impawrment If any such indication exists, the asset’s
recoverable amount 1s estimated

An impatrment loss 1s recognised whenever the carrying amount of an asset or s cash generating umt
exceeds its recoverable amount Impairment losses are recognised in the income statement

When a declme m the fair value of an available for sale financial asset has been recogmised directly
equity and there 1s objective evidence that the asset 15 mmpaired, the cumulative loss that had been
recognised directly in equity 1s recogmsed n profit or loss even though the financial asset has not been
derecogmsed The amount of the curnulative loss that 1s recogmsed in profit or loss 15 the difference
between the acquisition cost and current farr value, less any tmpawment loss on that financial asset
previously recognised 1n profit or loss

Share capital

(i) Dividends
Dividends are recogmsed as a liability 1n the period i which they are declared

Trade and other payables
Trade and other payables are stated at cost

(k) Expenses

M

() Net financing costs
Net financing costs comprise mterest payable on borrowings calculated using the effective mterest
rate method

Taxation

Income tax on the profit or loss for the year comprises current and deferred tax Income tax 1s recogmsed m
the mcome statement except to the extent that 1t relates to 1tems recogmised directly m equity, which case
1t 15 recogmsed m equity The tax charge 15 analysed between tax that 1s payable m respect of policyholder
returns and tax that 1s payable on shareholders’ equity returns This allocation 1s based on an assessment of
the effective rate of tax that 1s applicable to shareholders’ equity for the year

Deferred tax 1s provided using the balance sheet labihty method, providmg for temporary differences
between the carrying amounts of assets and liabihities for financial reporting purposes and the amounts used
for taxation purposes The following temporary differences are not provided goodwill not deductible for
tax purposes, the mtial recognition of assets and habilities that affects neither accounting nor taxable profit
and differences relating to investments 1n subsidiartes to the extent that they will probably not reverse m the
foreseeable future The amount of deferred tax provided is based on the expected manner of realisahion or
settlement of the carrying amount of assets and habilities, using tax rates at the balance sheet date
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Notes to the financial statements (cont)

2. Investment income

2006 2005
£ £
Income from investment securities available for sale 719,301
3. Admimistrative expenses
2006 2005
£ £
Management fees 9,091,150 1,370,288
4, Other expenses
2006 2005
£ £
Bank charges 2,033 12
Audit fees 2,525 1,000
Irrecoverable VAT 74
4,632 1,012
5. Net financing costs
2006 2005
£ £
Interest expense 3,890,333 323,137
Foreign exchange 29984
Net financing costs 3,920,317 323,137
6. Income tax
Recogmsed in the income statement
2006 2005
£ £
Current year (charge)/credit at a rate of 30% (2005 30%) (49,785) 335,042
Total mcome tax (charge)/credit in ncome statement {49,785) 335,042
Reconciliation of effective tax rate
2006 2005
£ £
Profit/(loss) before tax 135,965 (1,116,806)
Profit/{}oss) on ordinary activities multiphed by the standard
rate of corporation tax m the UK 30% (40,790) 335,042
Income/expense not chargeable/deductable for tax purposes (8,995)

(49,785) 335,042

Current tax assets and hiabilities
The current tax liability of £1,243 (2005 asset £335,042) represents the amount of income taxes
payable/recervable m respect of the current period
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Notes to the financial statements (cont)

7. Investment 1n subsidiary undertaking

2006

Total

£

At 31 December 2005 1,000

At cost as at 31 December 2006 1,000
Details of the subsidiary undertaking, which 1s incorporated m the UK, 15 noted below

Name of Company Principle % of

Business Ordmnary

Shares

Uberior Co Investments Limited Investment 100

Investments 1n subsidiary undertaking

Group accounts are not submutted, as the company 1s exempt under Section 228 Companies Act 1935 since 1t 15
a wholly owned subsidiary of another body corporate, which 1s mcorporated mn the United Kingdom

The value of Investments 1n the subsidiary undertakings, in view of the Directors, 1s not less than the amount at
which they are stated 1n the accounts

8. Unlisted investments

Available 2006 2005
for sale Total Total
£ £ £

Unbhisted
Equity securities 181,735,637 181,735,637 38,056,708
Total investments 181,735,637 181,735,637 38,056,708

The movement in mvestments can be summarnsed as follows

Availabie for

sale

£

At January 2006 38,056,708
Exchange translation (3,553,851)
Changes to fair value 1n available for sale mvestments 6,782,973
Additions 205,993,438
Disposals (65,543,631)

As at 31 December 2006 181,735,637




UBERIOR FUND INVESTMENTS LIMITED

16

Notes to the financial statements {cont)

9. Deferred tax liabilities
Recogmsed deferred tax habihties
Deferred tax habilities are attributable to the following

Liabilities
2006 2005
£ £
Available for sale equities (2,034,892)
Tax habilities (2,034,892)
Movement in temporary differences in the year
Balance at Recogmisedin  Recognised Balance at
1 Jan 2006 income m equity 31 Dec 2006
£ £ £ £
Available for sale equities (2,034,892)  (2,034,892)
(2,034,892)  (2,034,892)
10. Cash and cash equivalents
2006 2005
£ £
Bank balances 4,470,784 377,548
Bank overdrafts (3,613,402) (927,042)
Cash and cash equivalents 1n the statement of cash flows 857,382 (549,494)
11. Captital and reserves
Reconciliation of movement in capatal and reserves
Attributable to equuty holders of the parent
Share Fair value Retained
capital reserve earmings  Total equity
£ £ £ £
Balance at 26 August 2004 1 1
Total recognised income and expense (781,764) (781,764)
FV changes on AFS Equities
Deferred tax on AFS Equities
Balance at 31 December 2005 1 (781,764) {781,763)
Balance at 1 January 2006 1 (781,764) (781,763)
Total recogmsed mcome and expense 86,180 86,180
FV changes on AFS Equinies 6,782,973 6,782,973
Deferred tax on AFS Equities . (2,034,892) (2,034,892}
Balance at 31 December 2006 1 4,748,081 (695,584) 4,052,498
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Notes to the financial statements (cont)

11. Capital and reserves (cont)
Share capital and share premium

Ordinary shares

2006 2005

£ £

Issued for cash 1 1
On 1ssue at 31 December 1 1

At 31 December 2006, the authorised share capital comprised 1 Ordinary Share

The holder of the Ordinary Share 15 entitled to recerve dividends as declared from time to ttme and 1s entitled to
vote at meetings of the Company

Fair value reserve
The fair value reserve includes the cumulative net change mn the fair value of available for sale mvestments until

the mvestment 1s derecogmsed

Dividends
After the balance sheet date the Directors did not propose any dividends

12. Interest bearing loans and borrowings

This note provides information about the contractual terms of the Company’s interest bearing loans and
borrowings For more information about the Company’s exposure to interest rate and foreign currency nsk, see
note 14

2006 2008
£ £
Non current liabihties
Unsecured bank loans 72,984,471
Current habilities
Current portion of unsecured bank loans 102,096,820 38,531,948

Terms and debt repayment schedule

The term loans and bank overdrafts are unsecured and represent amounts due to the company’s mtermediate
parent undertaking, The Governor and Company of the Bank of Scotland The term loans fall due for
repayment at various dates between May 2007 and May 2011

13. Trade and other payables

2006 2005

£ £

Audit fees 1,763 1,000
Accruals 1422332 92071

1,424,095 93,071
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Notes to the financial statements (cont})

14. Financial mstruments

Exposure to credit and interest rate risks anises in the normal course of the Company’s business Credit risk and
mterest rate nisk 18 managed by the Company’s ultimate parent company, HBOS plc  Details of the policies in
place can be found mn the HBOS plc Annual Report and Accounts

Credit risk

As part of the credit risk procedures for the Company a full credit assessment of the financial strength of each
potential transaction and/or customer will be undertaken and awarded an internal nisk rating Intermal ratings
are reviewed regularly

Interest rate risk
The unsecured bank facility 15 provided by another HBOS group company with interest bemng charged at agreed
rates within the Group

Effective interest rates and repricing analysis
In respect of mcome earming financial assets and interest beaning financial habihtes, the followmng table
mdicates their effective mnterest rates at the balance sheet date and the periods i which they reprice

20006
Effective
Interest 6 months 612 12 25
Note rate Total or less months years years
£ £ £ £ £

Cash & cash equivalents 70 012% 4,470,784 4,470,784
Loans and borrowmngs 12 402%  (175,081,291)  (89,489,908) (12,606,912)(22,669,839) (50,314,632)
Bank overdrafts 10 006% (3,613,402) (3,613,402)
Total (174,223909)  (88,632,526)  (12,606,912) (22,669,839) (50,314,632)

Foreign currency risk

The Company 1s exposed to foreign currency nisk on investments and borrowings that are denominated mn a
currency other than Sterlng The Company follows HBOS plc Group policy 1n ensuring that ali foreign
currency mnvestments are matched with borrowings m the same currency The currencies giving nise to this nsk
are US Dollars and Euros

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

Carrymg amount Farr

value

Note 2006 2006

£ £

Equity secunities available for sale 8 181,735,637 181,735,637
Cash and cash equivalents 10 4,470,784 4,470,784
Bank overdrafts 10 (3,613,402) (3,613,402)
Unsecured bank facilities 12 (175,081,291) (172,913,022)
Trade and other payables 13 (1,424,095) (1,424,095)
6,087,633 8,255,902

Unrecogmsed gains 2,168,269
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Notes to the financial statements (cont)
14. Financial instruments (cont)

Estimation of fair values
The following summarses the major methods and assumptions used 1n estimating the fair values of financial
mstruments reflected m the table

Securities
Fair value of equuty securities available for sale 1s calculated 1 accordance with the guidehines set out by the
British Venture Capital Association

Trade and other receivables / payables
For receivables / payables with a remamning life of less than one year, the notional amount 1s deemed to reflect
the fair value All other recervables / payables are discounted to deterrmne the fair value

15. Capital commitments
As at 31 December 2006, the Company has commutted £1,059 mulhion as a hmited partner 1n venture capital
funds of which £1,021 3 mullion 15 undrawn

16. Related parties

The Company's immedate parent undertaking 1s Uberior Investments ple The Company has a related party
relationship with its mtermediate parent company the Governor and Company of the Bank of Scotland

A number of banking transactions are entered into with the Governor and Company of the Bank of Scotland 1n
the normal course of business including loans and deposits

The balances due to and from the Governor and Company of the Bank of Scotland are shown within the notes to
the accounts Details of the related party transactions dunng the period are disclosed in the table below

Nature of Outstanding Outstanding Income/expense | Disclosure in financial
transaction balance at balance at included in profit statement
31 December 2005 | 31 December 2006 | and loss account
for the year ended
31 December 2006

£ £ £

Bank 927,042 3,613,402 Bank overdraft

overdraft

Bank 377,548 4,470,784 Cash and cash

account equivalents

Term loans 38,531,948 175,081,291 Interest bearing loans
and borrowing

Interest 3,890,333 Financial expense

payable
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Notes to the financial statements (cont)
17. Parent undertakings

HBOS plc 15 the ultimate parent undertaking of Uberior Fund Investments Limuted and heads the largest group
mto which the accounts of the Company are consohdated The consohidated accounts of HBOS plc may be
obtained from its Head Office at The Mound, Edinburgh EH1 1YZ

The Governor and Company of the Bank of Scotland heads the smallest group mnto which the accounts of the
Company are consolidated The accounts of The Governor and Company of the Bank of Scotland may be
obtamed from its Head Office at The Mound, Edmburgh EH1 1YZ
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Statement of Directors’ Responsibilities 1n respect of the Uberior Fund Investments
Limited Report and Financial Statements.

The directors are responsible for preparing the Directors' Report and the financial statements mn
accordance with applicable law and regulations

Company law requires the directors to prepare company financial statements for each financial year
Under that law the directors have elected to prepare the company financial statements 1n accordance
with IFRSs as adopted by the EU

The company financial statements are required by law and IFRSs as adopted by the EU to present faily
the financial position of the company and the performance for that period, the Compames Act 1985
provides 1n relation to such financial statements that references 1n the relevant part of that Act to
financial statements giving a true and fair view are references to their achieving a fair presentation

In preparing the company financial statements, the directors are required to
e select suitable accountng polictes and then apply them consistently,
» make judgements and estimates that are reasonable and prudent,
s state whether they have been prepared 1n accordance with IFRSs as adopted by the EU,

¢ prepare the financial statements on the gomng concern basis unless 1t 15 mapproprate to
presume that the company will continue n business

The directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that its financial
statements comply with the Companies Act 1985 They have general responsibihity for taking such
steps as are reasonably open to them to safeguard the assets of the company and to prevent and detect
fraud and other wrregulanties

Under apphcable law and regulations, the Directors are also responsible for preparing a Directors'
Report
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Independent Auditors’ Report to the Members of Uberior Fund Investments Limited

We have audited the financial statements of Ubenor Fund Investments Limited for the year ended
31 December 2006 which compnise the Income Statement, the Balance Sheet, the Cash Flow
Statement, the Statement of Recogmsed Income and Expense and the related notes These financial
statements have been prepared under the accounting policies set out therem

This report 1s made solely to the company's members, as a body, 1 accordance with section 235 of the
Companies Act 1985 Qur audit work has been undertaken so that we mught 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 permutted 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
opmtons we have formed

Respective responsibilities of directors and auditors

The directors' responsibilities for prepaning the financial statements 1n accordance with applicable law
and International Financial Reporting Standards (IFRSs) as adopted by the EU are set out in the
Statement of Directors' Responsibilities on page 21

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

We report to you our opinon as to whether the financial statements give a true and fair view and
whether the financial statements have been properly prepared in accordance with the Compames Act
1985 We also report to you whether mn our opinon the mformation given m the Directors’ Report 18
consistent with the financial statements

In addition we report to you 1f, 1n cur opiuon, the company has not kept proper accounting records, if
we have not recerved all the information and explanations we require for our audit, or if information
specified by law regarding directors' remuneration and other transactions 1s not disclosed

We read the Directors' Report and consider the implications for our report if we become aware of any
apparent masstatements within 1t

Basis of audit opinion

We conducted our audit m accordance with International Standards on Auditing (UK and Ireland)
1ssued by the Auditing Practices Board An audit includes exarmunation, on a test basis, of evidence
relevant to the amounts and disclosures m the financial statements It also includes an assessment of the
sigmficant estimates and judgments made by the directors 1n the preparation of the financial statements,
and of whether the accounting policies are appropnate to the company's circumstances, consistently
applied and adequately disclosed

We planned and performed our audit so as to obtan all the nformation and explanations which we
considered necessary 1 order to provide us with sufficient evidence to give reasonable assurance that
the financial statements are free from matenal musstatement, whether caused by fraud or other
wregulanty or error In forming our opinion we also evaluated the overall adequacy of the presentation
of information 1n the financial statements

Opinion
In our opimon

» The financial statements give a true and fair view, mn accordance with IFRSs as adopted by the EU, of
the state of the company's affairs as at 31 December 2006 and of 1ts profit for the year then ended,

* The financial statements have been properly prepared m accordance with the Compantes Act 1985,
and

+ The imformation grven in the Directors' Report 1s consistent with the financial statements

< (c
KPMG Audit Ple
Chartered Accountants
Registered Auditor
Edmburgh
27 February 2007




