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HOLMES TRUSTEES LIMITED

Report of the directors

The Directors submut their report together with the financial statements of Holmes Trustees trmited (“the Company’) for the
year ended 31 December 2007

This Directors* report has been prepared in accordance with the special provistons relating to small companies under section
246(4) of the Companies Act 1985

Principal activity

The principal activity of the Company 1s to hold the iegal nterest n certain property on trust absolutely for the beneficial
owners of that property

The trust property comprises a portfolo of mortgage loans secured on residential property in England, Scotland and Wales,
interest and principal paid by borrowers on those Inans, and al! other amounts recewved under the loans

The beneficial owners of the trust property are Abbey National plc, the onginators of the trust property, and Holmes Funding
Limited, a group company The Company has no beneficial interest In the trust property

Al mncome from the trust property 1s distributed to the beneficial owners m proportion to thewr share of the trust property
owned

As at 31 December 2007, the book value of residential mortgage loans that Abbey National plc had assigned legal title to the
Company was £37 4 bithon (2006 £29 1 biilon)

No future changes in actvity are envisaged
Results and dividends

There was no profit or loss for the year ended 31 December 2007 (2006 £nil) and therefore the Directors do not recommend
the payment of a dvidend (2006 £nl)

Directors
The Directors who served throughout the year, except as noted, were

Mr M Filer (appointed 14 December 2007)
Mr D M Green

Mr S Masson {appointed 5 November 2007)
Mr M McDermott

Ms R Samson

Wilrnington Trust SP Services {London) Limited

At the year end and the previous year end, Holmes Holdings Limited held one share in the Company Holmes Holdings Limeted
and Mr M McDermott jomtly held the other share

Wilmington Trust SP Services (London) Limited and Mr M McDermott held one share m the holding cornpany, Holmes Holdings
Limited, at the year end The other share n Holmes Hoidings Limited was held by Wilmington Trust SP Services {London)
Limited Mr M McBermott s also a Director of Wilmmgton Trust SP Services {London) Limited

Statement of directors’ responsibilities

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

Company law requires the directors to prepare financial statements for each financial year Under that law, the directors have
elected to prepare the financial statements in accordance with International Financial Reporting Standards (IFRSs) as adopted
by the European Union and the Companies Act 1985




HOLMES TRUSTEES LIMITED

Report of the directors (continued)
Statement of directors’ responsibilities (continued)

International Accounting Standard 1 requires that financial statements present fawly for each financal year the company’s
financial position, financial performance and cash flows  This requires the faithful representation of the effects of transactions,
other events and condivons n accordance with the defimtons and recogrition critena for assets, habilities, income and
expenses set out in the International Accounting Standards Board's ‘Framework for the preparatton and Presentation of
Financial Statements’  In virtually all circumstances, a far presentaton will be achieved by compliance with all applicable
international Financial Reporting Standards  However, directars are also required to

s  properly select and apply accounting policies,

+ present mnformation, including accounting policies, in a manner that provides refevant, reliable, comparable and
understandable information,

* provide additional dsclosures when comphance with the specific requirernents in International Financial Reporting
Standards 15 insufficent to enable users to understand the impact of particular transactions, other events and
conditions on the entity’s financial position and financial performance, and

+ make an assessment of the company’s ability to continue as a going concern

The dweclors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the
financial posrtion of the company and enable them to ensure that the financial staterments comply with the Comparies Act
1985 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

Third Party indemnities

During 2006, Abbey National plc applied the provisions of the Companies (Audit, investigations and Communnty Enterprise)
Act 2004 to provide enhanced ndemnities to certan Directors of the Company and any of its subsichanies or other company
where such person has been nominated in writing by Abbey as its representative on the board of such companies agamst
Irabiitres and associated costs which they could incur in the course of ther dutres to the Company The indemnrties remain in
force as at the date of this Annual Report and Accounts A copy of each of the indemnities is kept at the registered office
address of Abbey National ple

Auditors

In accordance with Sections 485 and 487 of the Companies Act 2006, Deloitte & Touche LLP are deemed to have been re-
appornted as auditors of the Company

Each of the persons who 15 a director at the date of approval of this annual report confirms that
+ 5o far as each of the directors s aware, there s no relevant audit mformation (as defined i $234ZA of the
Cornpanies Act 1985) of which the company’s auditors are unaware, and
e each of the directors has taken all steps that they ought to have taken as director to make themseives aware of any

relevant audit information (as defined in s234ZA of the Companies Act 1985) and to establish that the company's
auditors are aware of that information

By Order of the Board

eh x>

For and on behalf of
Abbey National Secretariat Services Limited, Secretary

28 February 2008

Registered Office Address  Abbey National House, 2 Triton Square, Regent's Place, London NW1 3AN




‘ Independent auditors’ report to the members of Holmes Trustees Limited

We have audited the financial statements of Holmes Trustees Limuted for the year ended 31 December 2007 which compuse
the Income Statement, the Statement of Recognised Income and Expense, the Cash Flow Statement, the Balance Sheet and
the related notes 1 to 7 These financial statements have been prepared under the accounting policies set out therein

This raport s made sclely to the company’s members, as a body, i accordance with section 235 of the Companies Act 1985
Qur audit work has been undertaken so that we might state to the company's members thase matters we are required to
state to them in an audtors’ report and for no other purpose  To the fullest extent permwitted 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 auditors

The directors’ responsibilities for prepanng the Report of the directors and the financial statements in accordance with
applicable iaw and International Financial Reporting Standards (iFRSs) as adopted by the European Union are set out in the
Statement of Directors' Responsibilities

Our responsibiity 15 to audit the financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Companies Act 1985 We also report to you whether in our opinion the information given in the Report
of the directors 1s consistent with the financial statements

In addrtion we report 1o you if, in our opinion, the company has not kept proper accounting records, if we have not receved
all the information and explanations we require for our audr, or f mformaton specified by law regarding directors'
remuneration and other transactions is not disclosed

We read the other inforrmation contamed in the Annual Report and consider whether it 1s consistent with the audited financial
statlements  We consider the wmplications for our report if we become aware of any apparent misstatements or matenal
mconsistencies with the financal statements Our responsibilities do not extend to any further information outside the Annual
Report

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland} ssued by the Auditing
Practices Board An audi includes examination, on a test basis, of ewidence relevant to the amounts and disclosures in the
financial statements It also includes an assessment of the signficant estimates and judgements made by the directors in the
preparation of the financial statements, and of whether the accountng polcies are appropriate to the company's
arcumstances, consstently applied and adequately disclosed

We planned and performed our audit so as to obtamn all the information and explanations which we considered necessary in
erder to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from maternial
misstatement, whether caused by fraud or other regularty or error In formmg our opiion we also evaluated the overall
adequacy of the presentation of information n the financial statements

Opinion
In our opinion

. the financial statements give a true and far view, in accordance with IFRSs as adopted by the European Union, of the
state of the company's affarrs as at 31 December 2007 and the result for the year then ended,

. the financial statements have been properly prepared in accordance with the Companies Act 1985, and

. the information given in the Report of the directors 15 consistent with the financial statements

Separate opinion In relation to IFRSs

As explained in Note 1 to the financwa! statements, the company m addition to complying with IFRSs as adopted by the
European Union, has aiso complied with the IFRSs as issued by the international Accounting Standards Board

In our opmion the financial statements give a true and fair view, in accordance with IFRSs, of the state of the company's affairs
as at 31 December 2007 and the result for the year then ended

NeAene T ~che W7

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
London

%February 2008




HOLMES TRUSTEES LIMITED

s Income Statement
For the year ended 31 December 2007

There were no transactions in the current or prior year and the company generated nerther a profit nor a loss in either year

Statement of Recognised Income and Expense
For the year ended 31 December 2007

The Company has no recognised income or expenses

Cash Flow Statement
For the year ended 31 December 2007

The Company has not undertaken any cash transactions in the current or previous year and so no cash flows have occurred




HOLMES TRUSTEES LIMITED

Balance Sheet
As at 31 December 2007

Notes 2007 2006
£ £
Currenthassets" R . . e . - -

Cash and cash equivalents 3 2 2
Net assets 2 2
_Equity e o L _ L e e
Share capital 4 2 2
Equity attributable to equity holders of the company 2 2

The accompanying notes form an mtegral part of the accounts

The Company acts solely as a trustee 1n respect of all assets registered in 1ts name 1, therefore, has no beneficial mterest in

these assets and accordingly they are not shown in this balance sheet The assets are passed to, and reported by, the ultmate
beneficianes

The financial statements were approved by the Board of Directors and authorised for 1ssue on 28 February 2008 They were
signed on its behalf by

Green
rector




HOLMES TRUSTEES LIMITED

Notes to the financial statements for the year ended 31 December 2007
1. Accounting policies

The principal accounting policies applied m the preparation of financial statements are set out below These polcies have been
consistently applied to all years presented, unless otherwise stated

Basis of preparation

The financial statements have heen prepared in accordance with International Financial 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 obligation to comply with IFRSs as adopted for use in the European Urvion, has
also compled with the IFRSs as issued by the International Accounting Standards Board The financial statements have been
prepared under the historical cost convention

In 2007, the Company adopted the following new or revised IFRS

The amendments to I1AS 1 “Caprtal Management” which requires that certain disclosures are made regarding the entity’s
abjectives, policies and processes for managing capial The Cornpany’s capital management disclosures may be found i note
6 to the accounts

Cash and cash equivalents

Cash and cash equwvalents comprise balances with less than three months' matunty from the date of acquisition, including
¢ash and non restricted balances with central banks, treasury bills and other ehgible bills, loans and advances to banks,
amounts due from other banks and short-term investments in secunities

2 Result from cperations

No Dwectors were remunerated for thew services to the Company Directors’ emoluments are borne by the ultimate UK Parent
Company Abbey National plc No emoluments were paid by the Company to Directors duning the year (2006 £

The Company had no employees in the current or previous financial year

The audrt fee for the current and prior year has been paid on the Company's behalf by its ultimate UK parent undertaking,
Abbey National pk, in accordance with company policy, for which no recharge has been made  The audit fee for the current
year s £15,000 (2006 £15,000)

3 Cash and cash equivalents

The Company acts solely as a trustee in respect of all assets registered in s name 1t, therefore, has no beneficial mterest n
these assets and accordingly they are not shown n the balance sheet The assets are passed to, and reported by, the ultimate
beneficiares

Included n these are deposits at banks, which pay interest based on three-month LIBOR The amounts held on deposit are
held for the beneficial owners of the trust property Interest earned on the depostts 15 distributed to the beneficial owners of
the trust property

At 31 December 2007 the amount held was £319,761,386 (2006 £800,297,202)

During the year £36,169,031 of interest was earned (2006 £26,248,410)

4 Share caprtal

2007 2006
£ £
Authonsed- e
100 ordinary shares of £1 each —— e VOO 00
Jssuedand fullypad 7 T T T T T T e
2 ordinary shares 2

5 Related party transactions

There were no related party transactions during the year, or existing at the balance sheet date
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HOLMES TRUSTEES LIMITED

Notes to the financial statements for the year ended 31 December 2007
6 Capital management and resources

Capttal held by the Company and managed centrally as part of the Abbey group, comprises share capital which can be found
in the Balance Sheet on page 5

Capital 15 managed by way of processes set up at inception of the Company and subsequently there 15 no active process for
managing Its own capital

7 Parent undertaking and controlling party

The Company's immediate parent company 15 Holmes Holdings Limited Holmes Holdings Limited 15 owned by Wilmington
Trust SP Services (London) Limited, a Company mcorporated in Great Britain and registered in England and Wales, holding all
of the shares in the Company (one jomtly with M McDermott as nominee) as trustee under a discretionary charrtable trust,
dated 17 February 1999, for the benefrt of nurses employed in the United Kingdom and for chantable purposes

The administration, operations, accounting and financial reporting functions of the Company are performed by Abbey Naticnal
plc, which 1s incorporated in Great Britain and registered m England and Wales During the year, Abbey National plc has
delegated administration and servicing functions in respect of the loans on behalf of the mortgages’ trustee and the
beneficiaries to a service provider

The Company meets the definiion of a Special Purpose Entity and 15 therefare consoldated within the Abbey National plc
group accounts

The Company’s ulimate controlling party 1s Banco Santander, S A, a Company incorporated in Spain Banco Santander, S A 1s
the controling undertaking of the largest group of undertakings for which group accounts are drawn up  Abbey Natwonal ple
s the controfling undertaking of the smallest group of undertakmgs for which group accounts are drawn up

Copies of all sets of group accounts, which include the results of the Company, are available from Abbey Secretanat, Abbey
National House, 2 Triton Square, Regent’s Place, London, NW1 3AN




