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DECO SERIES 2005-UK CONDUIT 1 PLC
STRATEGIC REPORT

FOR THE YEAR ENDED 31 MARCH 2017

The directors present their Strategic report together with the audited financial statements of Deco Series 2005—
UK Conduit 1 Plc (the “Company”) for the year ended 31 March 2017.

REVIEW OF THE BUSINESS

The Company is a special purpose vehicle established under the laws of England and Wales in order to issue loan

notes due July 2017 (“the loan notes”), to acquire the beneficial interest in a commercial mortgage portfolio (“the

mortgage loans”) from Deutsche Bank AG, London Branch, to create security and receive interest in respect

thereof, and to enter into certain related transactions as described in the Offering Circular dated 8 July 2005. On
12 July 2005, the Company issued £236, 056 634 loan notes in accordance with the Offering Circular.

The remaining notes are listed on the Irish Stock Exchange.

Following repayment of all the mortgage loans, with the exception of the remainmg payments that will need to be
made, the Company has ceased'its current activities and the dlrectors w111 be makmg a decnsron on its future
activities in the foreseeable future

RESULTS AND PERFORMANCE

The results of the Company for the year, as set out on page 9, show a loss on ordinary activities before tax of
£119,977 (2016: £1,028,137). The loss was primarily due to the payment of operating expenses coupled with the
decrease in interest income following repayment of the remaining mortgage loan in the prior year. The Company
had a shareholder’s deficit of £3,333,179 (2016: £3,213,202) as at 31 March 2017. The shareholder’s deﬁcnt was
mainly due to the loss arising on the repayment of the mortgage loans. .

STRATEGY

The principal activity of the Company was the issue of loan notes. The Company had issued loan notes to fund
the acquisition of a beneficial interest in a mortgage loan portfolio. These financial assets and liabilities provided
the majority of the assets and liabilities of the Company along with associated interest income and expense. All
the mortgage loans were repaid and the corresponding swaps were terminated in the prior year. The Company
ceased trading. Hence, the Company is no longer exposed to the financial risk.

KEY PERFORMANCE INDICATORS (‘KPIs’)
No key performance indicator has been presented in thése financial statements as all the mortgage loans were
repaid during the prior year and the Company has ceased trading.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT POLICIES

The Company’s financial instruments comprise cash and cash equivalents and various receivables and payables
that arise directly from its operations. The’main purpose of the loan notes was to acquire the mortgage loans from
Deutsche Bank AG, London Branch.

All the mortgage loans were repard in the prior year and the Company has ceased trading. Thus the Company is
not exposed to significant financial instrument risk. .

As per the Offering Circular, following enforcement, if the Issuer Security Trustee determines, in its sole opinion
and discretion, that all amounts outstanding under the notes have become due and payable, all available funds
have been distributed, and that there is no reasonable likelihood of there being any further realisations (whether
arising from an enforcement of the Issuer Security or otherwise) available to pay amounts outstanding under the
notes, the PECO Holder will have the option to purchase all notes then outstanding for a consideration of one
penny in respect of each note (a ‘‘Post-Enforcement Call Option’’). The PECO Holder is DECO Series 2005-UK
Conduit 1 Holdings Limited. The Post-Enforcement Call Option will be granted to the PECO Holder by the Note
Trustee on behalf of all the noteholders. At year end, the Post-Enforcement Call Option has not been exercised.



‘DECO'SERIES 2005-UK CONDUIT 1 PLC

- STRATEGIC REPORT (CONTINUED)

FOR THE YEAR ENDED 31 MARCH 2017

.Corporate governante

“The directors have been. dmryd wnh govanance in ‘accordance with: ‘the transaction’ docurents describing the
-structure @nd operation of the transaction..The govemnance structure. of the; Company is such !lm ‘the key policies:

:have been predetermined at the time of issuance and the operational roles have been’ assngned 10 third' ‘parties with'
,the:r roles strictly governed:by the transaction documents.

'The transacnon documa\ts pm\nde f'or pwcedm'eo that: have been: des:g:ed ifor. safcguatd{ng Aassets: agamst

rather than. elnmmate the"r
© ‘regulatory obhgatnons

Due to. (he nature’ o!‘tbe secuntles which were issued on the Trish Stock: Exchange, the dnrectors dre satisfied that ,
» there:is no requirement to: publlsh a.corporate governance statement and that the Commy is Iargely exempt from
© the disclosure: -requirements of The Irish Corporate: Governance Annex and the pnmsnons ‘of the UK. Corpaate
'Govemance Code. )

:Goingconmo

:recaved. fo!lowmg repaymem of the remammg mongage Ioan, was ot sufﬁaem to: ﬁxliy 'repay'thc remauung
‘loan notes."As such, based ‘'on the terms:of the transaction, the noteholders will ultimately: bear the Company's
-deficits.

,:,All Memongage loans were repand during the. pncr year and the Companyhasoeased trading.. ‘I’heﬁmdsavaikab!e
;in:the- Company’s-tank: account:will be used to meet itsexpenses based on the-pre-enforcement pnonty of
Apaymems. Consequemly the direetors continue to. prepare: the financial statements.on a basis.other than the going
concem. - ..

O behalf of the Board




DECO SERIES 2005-UK CONDUIT 1 PLC
. DIRECTORS’ REPORT

FOR THE YEAR ENDED 31 MARCH 2017

The directors present their report and the financial statements of Deco Series 2005-UK Conduit 1 Plc (the
“Company”) for the year ended 31 March 2017. \
PRINCIPAL ACTIVITIES

The Company is a special purpose vehicle established in order to issue loan notes due July 2017 (“the loan notes”),
to acquire the beneficial interest in a mortgage portfolio (‘the mortgage loans™) from Deutsche Bank AG, London
Branch, to create security and receive interest in respect thereof, and to enter into certain related transactions as
described in the Oﬁ’ering Circular dated 8 July 2005. On 12 July 2005, the Company originally issued
£236,056,634 loan notes in accordance with the Offering Circular. Following repayment of the mortgage loans in
. the prior year, the Company has ceased trading. .

RESULTS AND DIVIDENDS ' :
The results for the year and the Company’s financial position at the end of the year are shown in the attached

financial statements.

The loss was primarily due to the payment of operatmg expenses coupled with the decrease in interest income
following repayment of the remaining mortgage loan in the pr1or year. The directors have not recommended a
dividend for the year under review (2016: £nil).

CORPORATE GOVERNANCE :

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

QUALIFYING INDEMNITY PROVISION
During the year and at the date of the approval of the directors’ report, there were no qualifying indemnity
provisions in the financial statements (2016: £nil).

CREDITOR PAYMENT POLICY

The Company’s policy concerning payment of its trade creditors is to pay in accordance with its contractual and
other legal obligations. Due to the nature of the business, the main creditors are the note holders. The Company
does not follow any other code or standard on payment practice other than the priority of payments as detailed in
the transaction documents.

DIRECTORS
The directors who served the Company during the year and to the date of this report were as follows:

Mr Graham Cox .
Mr Graham Hodgkin

SUBSEQUENT EVENTS
Detalls of significant events since the year end are included in Note 14 to the ﬁnanmal statements.

AUDITOR
Deloitte LLP have expressed their willingness to continue in office as auditor and a resolution to re-appoint them
as auditor for the ensuing year will be proposed at the next annual general meeting.



'DECO SERIES 2005-UK CONDUIT 1 PLC
DIRECTORS’ REPORT (CONTINUED)

FOR THE YEAR ENDED 31 MARCH 2017

STATEMENT AS TO DISCLOSURE OF INFORMATION TO THE AUDITOR.

Thedxrectoncmﬁnnthat

'so ﬁu' as the: directors: are aware; theré isno relevant audit information of which the Company's. auditor. i IS

eachofth irectors has taken all stew that they: ou@n to have taken as directors in order 1o make themselvs

vant. nndit information and to establish -that'the Company s. duditor is aware of that_




DECO SERIES 2005-UK CONDUIT 1 PLC"
:DIREC'I‘ORS’ RESPONSIBILITIES STATEMENT
FORTI-IE-YEAR*ENDED*SI'*MAR' :"ll"~201-7"

The:directors are. responsible for: prepmng ‘the Anhisal: Report-aiid the financial statements in accordance’ wnh:'-
‘apphmble law énd regulations.

'Compmy law véquires. the directors 16 prepare: financial statements. for cach ﬁnancm! year. Under that . law.the
directors have elected to; prepare the financial statementsin: accordance. with: Intemational’ F’mancnal Repoﬂmg«:

Standards: (IFRSs) as'adopted by the: European Umon Under company-law the ‘directors must not -approve;the . ‘

;ﬁ'mmcml mnements unless they are: smsﬁed ‘that; they gwe a true ami fmr view: of  the state- of: affairs of the
. g In. preparing thése financial statements,:

:Golng concem. paragraph,. forming part ‘of- thé ‘financial smements. e directors donot. be!ieve it nsl
appropnate ‘t0° prcparc “these financial smtcmems on'a going concem “basis:

'Compmy $ transactions and dlsdose wlth rensonab!e ‘accuracy at any time the financial posmon of the Company,
and to-enable them to ensure that the financial statements. eomply with the: Compames Act 2006, Theyare also.
responsible for safeguardmg the assets. of the Company and hence: for ‘taking. reasonable steps for the prevention
and: detecuon of fraud and other: megulnmies.

‘On:behalf of the Board.




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF DECO SERIES
2005-UK CONDUIT 1 PLC

-We have audited the financial statements of Deco Series 2005-UK Conduit 1 Plc for the year ended 31 March
2017 which comprise the Statement of Comprehensive Income, the Statement of Financial Position, the Statement
of Changes in Equity, the Statement of Cash Flows and the related notes 1 to 14. The financial reporting
framework that has been applied in their preparation is applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union.

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the Company’s members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Company and the Company’s
members as a body, for our audit work, for this repon or for the opinions we have formed

Respective responsibilities of directors and audltor

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

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error. This includes an assessment of: whether the accounting policies are appropriate to the Company’s
circumstances and have been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the directors; and the overall presentation of the financial statements. In addition,
we read all the financial and non-financial information in the annual report to identify material inconsistencies
with the audited financial statements and to identify any information that is apparently materially incorrect based
on, or materially inconsistent with, the knowledge acquired by us in the course of performing the audit. If we
become aware of any apparent material mlsstatements or inconsistencies we consider the implications for our.
report.

Opinion on financial statements
In our opinion the financial statements:
e give a true and fair view of the state of the Company’s affalrs as at 31 March 2017 and of its loss for the
year then ended;
¢ have been properly prepared in accordance with applicable law and IFRSs and
e have been prepared in accordance with the requirements of the Companies Act 2006.

Emphasis of matter - financial statements prepared other than on a going concern basis

In forming our opinion on the financial statements, which is not modified, we have considered the adequacy of
the disclosure made in note 1 to the financial statements, which explains that the financial statements have been
- prepared on a basis other than that of a going concern.

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Strategic Report and the Directors’ Report for the ﬁnancnal year for

which the financial statements are prepared is consistent with the financial statements.



iNDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF DECO SERIES
2005-UK CONDUIT 1 PLC.»’(CONTINUED)

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Compames Act 2006 requires us to repon
to you if, in our opinion:

e adequate accounting records have not been kept; or returns adequate for our audit have not been received

from branches not visited by us; or

¢ the financial statements are not in agreement with the accounting records and returns; or

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

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

Russell Davis, FCA (Senior Statutory.Auditor)

for and on behalf of Deloitte LLP '

Chartered Accountants and Statutory Auditor

London, United Kingdom :

29 September 2017 B -
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DECO SERIES 2005-UK CONDUiT 1PLC
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MARCH 2017

t

2017 2016

Discontinued operations Notes £ . £
Interest income ‘ 2 78 39,641
Interest expense 3 - (919.361)
Net interest income/(expense) ’ 78 - (879,720)
Fair value movement on derivative financial instruments . . - 44,418
Reversal of mortgage loans previously written off : ‘ 18,940 -
Operating expenses 4 (138,995) (192.834)
Loss before tax for the year , ' ) (119,977) (1,028,136)
Income tax charge A : 5 - i (1)
Loss after tax for the year attributable to equity holders - (119,977)  (1,028,137)
Other comprehensive income . - -

Total comprehensive loss for the year . —(119,977) (1,028,137)

The notes on pages 13 to 22 form part of these financial statements.
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DECO SERIES 2005-UK CONDUIT 1 PLC'
STATEMENT OF FINANCIAL POSITION
ASAT 31: MARCH 2017

Assets’

‘Cuirent assets .
Trade and other receivables:
‘Cash and cash.equivalems’

‘Total assets:

" Share: éapit'nl
.Accumulated Tosses
‘Total shareholders’ deficits

Liablities
’ Cumnt Iiabil},ﬁps

Loan notes

Interest payable on'loan notes
‘Trade and other.payables
Cumem tax habnllty

'Total curreut Iiabiliﬁes

Total équity and Habilities

Notes

12,502

3,543,776

414,

932

The ﬁnﬁtci'al saatements of Deco Senes ZOOS-UK Condult l P!c. reg:stmtton num

2016

527,660
...400,712,

The notes on pages 13 t0.22 form pait of these firianial. statemients:




DECO SERIES 2005-UK CONDUIT 1 PLC

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MARCH 2017

Balance at 31 March 2015
Loss for the year

Other comprehensive income
Balance at 31 March 2016

Balance at 31 March 2016
Loss for the year

Other comprehensive income
Balance at 31 March 2017

Accurﬁulated

Total

£..

Share

capital losses equity .
£ £ £
12,502 (2,197,567) (2,185,065)
- (1,028,137) (1,028,137)
12,502 _(3,225704) - __(3,213,202)
Share ; Accumulated Total
capital losses - equity

£ £

12,502 . (3,225,709) (3,213,202)
- (119,977) (119,977)

" The notes on pages 13 to 22 form part of these ﬁnaﬁcial statemnents.
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DECO SERIES 2005-UK CONDUIT 1 PLC
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 MARCH 2017

2007 2016
Notes £ £
Cash flows from operating activities .
Loss before tax for the year ' : (119,977) (1,028,137)
Adjustments for: . : '
Fair value gain on derivative financial instruments’ - (44,418)
. Decrease in trade and other receivables (11,993) " 912,375
Increase in trade and other payables ) 10 8,290 24,673
Tax paid ’ - (19)
Net cash used in operating activities (123.680) (135.526)
Investing activities
Repayments of mortgage loans - . 2,108,319
Movement in funds placed on deposit 520,186 7.453
Net cash from investing activities . 520,186 2,115.772
Financi'ng activities )
Repayments of loan notes - (1,978,767)
Liquidity facility movement 9 (520,186) (7.453)
Net cash used in financing activities ' (520,186) (1,986.220)
Net decrease in cash and cash equivalents " (123,680) (5,974)
Cash and cash equivalents at beginning of year . 400,712 406,686
Cash and cash equivalents at 31 March . 7 _ 277,032 __400.712

Actual cash received and paid as interest income on the mortgage loans and interest-expense on the loan notes '
- during the year was £nil (2016: £56,210) and £nil (2016: £14,253) respectively.

‘As explained in the accounting policies on page 14, the cash is not freely available to be used.

0y

The notes on pages 13 to 22 form part of these financial statements.
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DECO SERIES 2005-UK CONDUIT 1 PLC

NOTES TO THE FINANCIAL STATEMENTS

1.

N

FOR THE YEAR ENDED 31 MARCH 2017

SIGNIF ICANT ACCOUNTING POLICIES

Deco Series 2005-UK Conduit 1 Plcis a Company incorporated in the United Kingdom under the Companies
Act 2006 and domiciled in England. -

Statement of compliance

The Company’s financial statements have been prepared in accordance with International Financial
Reporting Standards as adopted by the European Union (“IFRSs”) as they.apply to the financial statements
of the Company for the year ended 31 March 2017. '

The accounting policies set out below have been applied con51stently in respect of the financial year ended
31 March 2017.

Basis of preparation
The financial statements have been prepared on the historical cost basis as modified for the revaluation of
certain financial instruments under IAS 39 Financial Instruments: Recognition and Measurement.

The financial statements are presented in Pound Sterling.

Due to the fact that the nature of the business is to provide finance, the directors are of the opinion that it is
more appropriate to use interést income and interest expense rather than turnover and cost of sales in
preparing the Statement of Comprehensive Income.

Going concern

The Company has net liabilities of £3,333,179 (2016: £3,213,202) due to the cumulative losses arising on
repayment of the miortgage loans. The terms of the loan notes are limited recourse and therefore the Company
is only obliged to repay the notes to the extent that the Company receives cash from the loan assets. The
funds received, following repayment of the mortgage loan, was not sufficient to fully repay the loan notes.
As such, based on the terms of the transaction, the noteholders will ultimately bear the Company’s deficits.

All the mortgage loans were repaid in the prior year and the Company has ceased trading. The funds available
in the Company’s bank account will be used to meet its expenses based on the pre-enforcement priority of
payments. Consequently the directors continue to prepare the financial statements on a basis other than the
going concern.

The comparatives relating to the year ended 31 March 2016 were also prepared on a non-going concern basis
as the Company’s ceasing to trade was also included and disclosed in the prior year financial statements.

Critical accounting judgements and key sources of estimation and uncertainty

The preparation of financial statements in conformity with IFRSs requires management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets and
liabilities, income and expenses. '

In particular for the fair value of derivatives and the recoverablhty of assets, the estimates and associated
assumptions are based on historical experience and various other factors that are believed to be reasonable
under the circumstances, the results of which form the basis of making judgements and carrying values of -
assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates used in the financial statements. The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised in the year in which the estimate is revised
if the revision affects only that year or in the year of the revision and future years if the revision affects both
the current and future years. - '

13



DECO SERIES 2005-UK CONDUIT 1 PLC
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MARCH 2017 .

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments :

The Company’s financial instruments comprise the cash and liquid resources, loan notes and various
receivables and payables that arise directly from its operations. The main purpose of the loan notes is to
finance the beneficial interest in -a mortgage portfolio. These financial instruments are classified in
accordance with the principles of IAS 39 Financial Instruments: Recognition and Measurement as described
below.

Derecognition of financial assets
The Company derecognises a financial asset only when the contractuai rights to the cash flows from the
asset expire; or it transfers the financial asset and substantially all the risks and rewards of ownership of the
asset to another entity. If the Company neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Company recognises its retained interest in the
asset and an associated liability for amounts it may have to pay. If the Company retains substantially all the
_ risks and rewards of ownership.of a transferred financial asset, the Company continues to recognise the
financial asset and also recognises a collateralised borrowing for the proceeds received.

Cash and cash equivalents

Cash and cash equivalents in the Statement of Financial Posmon comprise cash at banks and in hand and
short-term deposits with an original maturity of three months or less. All withdrawals from the Company’s
bank accounts are restricted by the detailed priority of payments set out in the securitisation agreements and
as such the cash and cash equivalents are not freely. available to be used.for other purposes.

Deferred consideration

A deferred consideration charge/(release) is included in interest expense. Deferred consideration on Class X
certificate holders is payable to the Originator (Deutsche Bank AG, London Branch), dependent on the extent
to ' which the surplus income, in excess of the margin generated by the mortgage loans in which the Company
has purchased an interest, exceeds the administration costs of the mortgage loans. Deferred consideration is
recognised on an accruals basis.,

Loan notes

Loan notes were classified as financial liabilities and were recognised initially at fair value less attributable
transaction costs. Subsequent to initial recognition, loan notes thereon were stated at amortised cost with any
difference between cost and redemption value being recognised in the Statement of Comprehensive Income
over the period of the borrowings on an effective interest basis. -

Interest income and expense

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

Value added tax
Value added tax is not recoverable by the Company and is included with its related cost.

14



DECO SERIES 2005-UK CONDUIT 1 PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MARCH 2017.

1.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income tax expense .

Income tax in the Statement of Comprehenswe Income for the year comprises current and deferred tax.
Income tax is recognised as expense or gain except to the extent that it relates to items recognised directly
in other comprehensive income, in which case it is recognised in other comprehensive income.

As explained in note 5, income tax expense is calculated by reference to the profit of the Company which is
required to be retained in accordance with the pre-enforcement priority of payments as defined in the'terms

-and conditions of the loan notes.

Standards issued and adopted during the year
All new and amended accounting standards which have become effective for the current year have been
adopted but have had no material effect on the reported performance, financial position or disclosures of the

“ Company, therefore these standards have not been listed separately.

New and amended standards issued, not yet effective and not early adopted

At the date of authorisation of these financial statements, the following Standards and Interpretations which
have not been applied in these financial statements were in issue but not yet effective and in some cases have
not been adopted by the EU:

IFRS 15 Revenue from Contracts with Customers

IFRS 9 Financial Instruments

IFRS 16 Leases

Disclosure Initiative (Amendments to IAS 7: Statement of cash flows)

The Directors do not expect that the adoption of the Standards and Interpretations listed above will have a
material impact of the financial statements of the Company in future periods as the entity has ceased to trade.

Segmental repomng

The principal asset of the Company was the beneficial interest in the mortgage portfolio originated in the
United Kingdom which was funded by floating rate notes issued in the United Kingdom. The directors do
not consider it necessary to provide a further analysis of the results of the Company from those already
disclosed in these financial statements because there is only one segment.

INTEREST INCOME
2017 2016
£ £
Income from mortgage loans .- 38,132
Amortisation of discount on acquisition of mortgage loan - - 1,231
Bank interest received ‘ 78 278
‘ 78 39.641

15



DECO SERIES 2005-UK CONDUIT 1 PLC °

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3.

| FOR THE YEAR ENDED 31 MARCH 2017

INTEREST EXPENSE
2017 2016
£
Interest on loan notes - 9,618
Amortisation of discount on loan notes ' - 1,231
Net swap interest payable - 44,492
Deferred consideration - 862,815
Interest paid — Calyon London - 1,205
: ) . - 919,361
" OPERATING EXPENSES
2017 2016
£ £
Administration and cash management fees 84,620 135,175
Audit fees for the audit of the Company’s accounts. 23,340 28,524
Fees paid to the Company’s auditor for non-audit tax services 11,760 7,746
Corporate services fees . ) ' 19,2758 19,008
Other expenses - - 2,381

138,995 192,834

Directors' emoluments during the year amounted to £4,800 (2016: £4,800), being £2,400 (2016: £2,400)
each, for their services as directors of the Company during the year. The directors had no material interest
in any contract of significance in relation to the business of the Company (2016: none). The Company did
not have any employees in the current year (2016: none).

INCOME TAX CHARGE

" The Company has elected to be taxed under the Taxation of Securitisation Compames 2006 (Regulations)

i.e. the “permanent regime”. Corporation tax is therefore calculated by reference to the profit of the

" securitisation company required.to be retained in accordance with the pre-enforcement priority of payments

as defined in the terms and conditions of the loan notes.

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.

‘

2017 2016

Current tax: . ‘ £ £
Corporation tax charge for the year at a rate of 20% (2016: 20%) ] - 1)
Total income tax charge in Statement of Comprehensive Income - (1)

16



DECO SERIES 2005-UK CONDUIT 1 PLC
.NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MARCH 2017

5. INCOME TAX CHARGE (CONTINUED)

2017 2016

Reconciliation of total tax charge . A ’ £ £
The tax assessed for the period is at the standard rate of corporation tax : ‘ '
in the UK of 20% (2016: 20%)
Loss before tax (119,977) _(1,028.136)
Loss before tax multiplied by the standard rate of corporatlon tax in the ’
UK of 20% (2015: 20%) : (23,995) (205,627)
Over provision of the prior period charge ) - -
Permanent difference to application of Taxation of Securitisation
Companies Regulations 2006 : 23,995 205,626
Total income tax charge in Statement of Comprehensive Income - (1)
6. TRADE AND OTHER RECEIVABLES .

: 2017 - 2016
‘ : ) ‘ : £ : £
Other debtors : - 7,500
Prepayments and accrued income ' 19,464 -
Funds placed on deposit . . - 520,160

—19.464 — 327,660
The funds of £nil (2016: £520,160), obtamed prlmarlly from the liquidity facility drawing and placed on
deposit, were invested in short-term investment securities. These investments attract interest on a daily basis
and mature at least one business day prior to the next quarterly interest payment date (“IPD”) and have been
included in the debtor balance as ‘funds placed on deposit’.

The directors consider that the carrying value of trade and other receivables approximates to their fair value.
- 7. CASH AND CASH EQUIVALENTS

_ Withdrawals from the Company’s bank account are restricted by the detailed priority of payments set out in
the securitisation agreements. )

12017 - 2016
: . £ £
Cash and cash equivalents ’ 277,032 400,712

The directors consider that the carrying value of cash and cash equivalents approximates to their fair value.
The use of cash and cash equivalents is restricted by a detailed priority of payments set out in the

securitisation transaction agreements. 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.
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8.

TOTAL EQUITY
Issued Accumulated Total
capital - losses . equity
o £ £ £
At 1 April 2016 ' 12,502 (3,225,704) (3,213;202)
Loss for the year . - (119,977) . (119,977)
Balance at 31 March 2017 _ 12,502 (3,345,681) _(3,333,179)

There are 50,000 authorised ordinary shares of £1 each. The issued share capital comprises two fully paid
£] shares, and 49,998 ordinary shares quarter called up and paid. Castlewoods CS Holdings Limited holds
one fully paid £1 share under a declaration of trust for charitable purposes The remaining 49,999 shares are
held by Deco Series 2005-UK Conduit 1 Holdings Limited.

LOAN NOTES

This note provides information about the contractual terms of the Company’s interest-bearing loan notes.
For more information about the Company’s exposure to interest rate risk, see note 11.

2017 . 2016

; £ T S

At 1 April ‘ ‘ 3,543,776 5,521,312
Redemptions : : - (1,978,767)
Amortisation of discount - 1,231
At31 March - : 3,543,776 3,543,776
. . . 2017 ' . 2016

Current liabilities ' ' £ £
Loan notes 3,543,776 . 3,543,776
Interest payable on loan notes ‘ \ : 414 414
'__3&.& 3,544,190

Current llabllltles due within one year are paid when cash is available after other commitments have been
fulfilled in order of priority in accordance with the Offering Circular.

The loan notes were secured by way of fixed and floating charges over the Company’s assets.
The loan notes were denominated in Pound Sterling.

On 12 July 2005, the Company issued the following classes of notes.

Class of Notes Currency Issue price Interest Margin Maturity
A GBP 195,215,000 .3 month Libor 0.23% July 2017

B GBP 14,785,000 3 month Libor 0.40% " July 2017

C GBP 12,400,000 3 month Libor 0.57% July 2017

D GBP 10,750,000 3 month Libor . 0.80% July 2017

- E GBP 2,906,634 3 month Libor . 1.25% " July 2017
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.9,

10.

LOAN NOTES (CONTINUED)

At the reporting date, the outstanding amount for each class of notes were as shown in table below.

Class of Notes ) 2017 2016
: -£ £
A - -
B - -
C - ! - .
D 695,290 695,290
E . 2.848.486 - 2,848.486
3,543,776 3,543,776

The notes were secured by way of a fixed and floating charge over the assets of the Company. The proceeds
of the notes were used by the Company to acquire the beneficial interest in the mortgage portfolio from
Deutsche Bank AG, London Branch in accordance with the terms of the sécuritisation documents. Following
repayment of all the mortgage loans in the prior years, no further funds are expected to be received in order
to pay down the remaining loan notes. As such, the Company is no longer exposed to refinancing risk.

TRADE AND OTHER PAYABLES

, : Co. 2017 2016

Current liabilities . £ £
Other creditors - . - 812
Accruals and deferred income 84,553 75,451
Liquidity drawdown : - - 520.186
. ‘ 84,553 4 596,449

~ The directors consider that the carrying amount of trade and other payables approximates to their fair value.

On 12 July 2005, an agreement was entered into with Credit Agricole Corporate and Investment Bank
(formerly Calyon) for the provision of a liquidity facility for the Company. The facility was in place to allow
the Company to meet its obligations should there be a shortfall in the revenue or principal received from the
mortgage loans on a temporary basis. At the Statement of Financial Position date, the limit on this facility
was £nil (2016: £520,000). An amount of £nil (2016: £520,186) of liquidity facility was drawn during the
year ended 31 March 2017.
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11.

FINANCIAL RISK MANAGEMENT

~ The principal risks and uncertainties are set out in the Strategic report on pages 2 to 3.

The Company’s financial instruments comprise cash and liquid resources and various receivables and
payables that arise directly from its operations. All.the mortgage loans have been repaid in the prior year and
the Company has ceased trading. Thus the Company is not exposed to significant financial instrument risk. -

Fair values, fnethodology and assumptions

Fair values
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an

orderly transaction between market participants at the measurement date (i.e. an exit price). The fair value
of financial instruments is always determined on the basis of the listed price on an active market (mark to
market) or, if this is not possible, on the basis of industry standard valuation models (mark to matrix or mark
to model). '

Financial instruments valued using observable market prices
If a quoted market price in an active market is available for an instrument, the fair value is calculated based .
on the market price.

Financial instruments valued using a valuation technique

In the absence of a quoted market price in an active market, management uses industry standard models to
make its best estimate of the price that the market would set for that financial instrument. In order to make
these estimations, various techniques are employed, including extrapolation from observable market data
and observation-of similar financial instruments with similar characteristics. Wherever possible, valuation
parameters for each product are based on prices directly observable in active markets or that can be derived
from directly observable market prices. The Company did not make any material changes to the valuation
techniques and industry standard models it used during the year ended 31 March 2017.

Fair value hierarchy

The Company apphes the following fair value hierarchy that prioritises the inputs to valuation techniques
used in measuring fair value. The hierarchy establishes three categories for valuing financial instruments,

giving the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities and
the lowest priority to unobservable inputs.

Level 1 - Unadjusted quoted prices for identical assets or liabilities in an active market that the Company
has the ability to access at the measurement date.

Level 2 - Quoted prices in markets that are not active, quoted prices for similar assets or liabilities, recent
market transactions, inputs other than quoted market prices for the asset or liability that are observable either
directly or indirectly for substantially the full term, and inputs to valuation techniques that are derived
principally from or corroborated by observable market data through correlation or other statistical means for
substantially the full term of the asset or liability.

Level 3 - Inputs to the pricing or valuation techniques that are significant to the overall fair value
measurement of the asset or liability are unobservable.
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11. FINANCIAL RISK MANAGEMENT (CONTINUED)

Fair values, methodology and assumptions (continued)

Fair value hierarchy (continued) -
The methodology and assumptions used in estimating the fair value of financial instruments are disclosed
below. No financial instruments were held at fair value at the Statement of Financial Position date. :

The fair values together with the carrying amounts shown in the Statement of Financial Position are as
follows:

Carrying Carrying
Notes " amount Fair value amount Fair value
‘ . 2017 2017 2016 2016
Assets ‘£ £ £ £
. Trade and other receivables 6 19,464 19,464 527,660 527,660
Cash and cash equivalents 7 - 277,032 277,032 400,712 400,712
296496  _296,496 28372  _928372

Carrying “Carrying
Notes " amount Fair value amount  Fair value
2017 2017 2016 - 2016
Liabilities - i 4 £ £ £
Loan notes 9 3,543,776 - 3,543,776 -
Interest payable . 9 414 414 T 414 414

Trade and other payables 10 . 84,553 84,553 76,263 76,263 -

Liquidity drawdown 10 - 520.186 520.186

+ _3,628,743 84,967 4.140.639 596,863

The fair value of the loan notes was based on observable inputs given that these notes are listed on the Irish
Stock Exchange. And hence a market price was available for each class of loan notes excluding Class E
notes. For those classes of notes for which a market price was not available, a fair value of nil was used. .
However, given that the loan notes were thinly traded, the market price was manually adjusted for large
moves, backwardation and general price challenges received. Therefore the loan notes were categorised as
level 2 financial instruments. Following repayment of the mortgage loans, no value is how available for the
remaining classes of Notes and hence their market value is deemed zero.

The carrying values of cash and cash equivalents, trade and other receivables, interest paifable, trade and
other payables and current tax liability are a reasonable approximation of the fair values of these instruments.

During the year ended 31 March 2017, there have been no transfers between fair value hierarchy levels
(2016: £nil). In addition, there were no financial instruments that have been classified as level 3 and hence
there is no need to disclose reconciliation of assets and liabilities categorised as level 3 instruments.

Interest rate risk profile of financial liabilities

Interest rate risk exists where assets and liabilities have interest rates under a different basis or which-reset
at a different time. As at the Statement of Financial Position date, all the mortgage loans were repaid and the
interest rate swap terminated. Hence, the Company is no longer exposed to interest rate risk.
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11.

12.

13.

14.

' FINANCIAL RISK MANAGEMENT (CONTINUED)

Prepayment risk

Prepayment risk on the mortgage loans arises when these are voluntarily prepald by the relevant borrower
or borrowers thereof. As at the Statement of Financial Position date, all the mortgage loans were repaid.
Hence, the Company is no longer exposed to prepayment risk.

Capital risk management

The Company’s objectives when managing capital are to safeguard the Company s ability to continue as a
going concérn. The Company is not subject to any external capital requirements. The gearing ratios at 31
March 2017 and 2016 were 1,224.19% and 446.11% respectively.

* Currency risk

All of the Company’s assets and liabilities are denominated in Pound Sterling, therefore there is no foreign
currency risk. ,

Liquidity risk

Interest receipts on the mortgage loans may, under certain circumstances, be delayed. Such delays could
adversely impact upon the ability of the Company to make timely payments of interest on the loan notes. As
at the Statement of Financial Position date, all the mortgage loans were repaid. Hence, the Company is no
longer exposed to liquidity risk. .

Credit risk

Credit risk on the mortgage loans arises where the borrower is not able to meet their obligations as they fall
due. As at the Statement of Financial Position date, all the mortgage loans were repaid, the Company is no
longer exposed to credit risk. /

RELATED PARTY TRANSACTIONS

The Company is a special-purpose vehicle governed by the transaction documents. Mr Graham Cox and Mr
Graham Hodgkin are directors of the Company. Directors' emoluments during the year amounted to £4,800
(2016: £4,800) for their services as directors to the Company during the year. The Company paid corporate
service fees, cash management fees and trustee fees to Deutsche Bank AG, London Branch in connection
with the various services received. The fees payable for the services for the year ended 31 March 2017
amounted to £29,223 (2016: £36,520), with £nil (2016: £3,349) unpaid at year end.

AUL'I"]:MATE PARENT UNDERTAKING

Deco Series 2005-UK Conduit 1 Plc is a company 1ncorporated in the Umted ngdom and registered in

England and Wales.

Deco Series 2005-UK Conduit 1 Holdings Limited holds 49,999 shares in the Company. Castlewood CS
Holdings Limited holds one share in Deco Series 2005-UK Conduit 1 Plc and the entire share capital in Deco
Series 2005-UK Conduit 1 Holdings Limited under a declaration of trust for charitable purposes. However,
as a result of the terms of the notes issued by the Company, Deco Series 2005 — UK Conduit 1 Holdings
Limited is not deemed to control the Company. Further neither the shareholders nor the directors have
variable return over the Company and accordingly the Company has no ultimate controlling party.

SUBSEQUENT EVENTS

There are no material post balance sheet events up to the date of approval of these financial statements.
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