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DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED
DIRECTORS’ REPORT

FOR THE YEAR ENDED 31 MARCH 2010

The directors have pleasure n presenting their report and the financial statements of the Group which comprise the results of

the Company and 1ts subsidiary, Deco 6 — UK Large Loan 2 Ple, for the year ended 31 March 2010

PRINCIPAL ACTIVITIES AND ENHANCED BUSINESS REVIEW
The Company’s principal activity 1s to hold an investment m Deco 6 - UK Large Loan 2 Plc and hold the Post-Enforcement
Call Option and other similar options granted 1n respect of securities granted by other 1ssuers

The Post-Enforcement Call Option wall permut the Company to acquire from the noteholders all the notes then outstanding at
a price of one penny per note when notice 1s received from the Issuer Secunity Trustee

Deco 6 - UK Large Loan 2 Plc 1s a special purpose company established n order to 1ssue floating rate loan notes due July
2017 (“the notes™) and to acquire the beneficial mterest in a mortgage portfolio from Deutsche Bank AG, London Branch,
(“the mortgage loans”) Deco 6 — UK Large Loan 2 Plc was also established to ¢reate secunty and receive interest 1n respect
thereof, and to enter mto certain related transactions as described m the Offermg Circular dated 1 December 2005 On 6
December 2005, the subsidiary 1ssued £555,119,911 floating rate loan notes in accordance with the Offering Curcular

The key performance indicators of the business are considered to be the net mterest margin and impairments At the year-
end, the Group achieved a net interest margin (net interest income divided by nterest income) of 2 02% (2009 3 15%) At
year-end, there were no impairments aganst the mortgage loans (2009 £ml) At the year end, the Group had net habilities of
£36,343,382 (2009 £35,737,760} due to the fair value movement of the denivatives

RESULTS AND DIVIDENDS
The trading results for the year and the Group and Company’s financial position at the end of the year are shown n the
attached financial statements

The loss of the Group after tax amounted to £605,622 (2009 loss £35,884,588) The loss for the year was due to fair value
movement on derivatives The directors have not recommended a dividend (2009 £ml)

FUTURE DEVELOPMENTS

The directors will continue to closely momtor the Group’s progress There were no sigmificant events affecting the Group
after the year end The directors do not expect any significant changes n the operating activities of the Group or Company
after the year end

CREDITOR PAYMENT POLICY

The Group’s policy concerning payment of 1ts trade creditors 1s to pay mn accordance with 1ts contractual and other legal
obligations Due to the nature of the business, the mamn creditors are the noteholders Principal and nterest is repaid quarterly
in accordance with the agreements i place The Group does not follow any other code or standard on payment practice

FINANCIAL INSTRUMENTS

The Group’s financial mstruments, other than derivatives, compnise mortgage loans, cash and cash equivalents, interest-
bearmg borrowings and various receivables and payables that anse directly from its operations The main purpose of the
interest bearing borrowings 1s to acquire a mortgage portfolio from Deutsche Bank AG, 1.ondon Branch

The Group also enters 1nto denvative transactions (principally three interest rate swaps and three basis swaps) The purpose
of such transactions 1s to manage the interest rate risk ansing from the Group’s operations and 1ts sources of finance

It 1s, and has been throughout the period under review, the Group’s policy that no trading in financial instruments 15
undertaken

Furthermore, the directors acknowledge that the global macro-economuc 1ndicators and general business environment have
improved 1 the period under review Matket liquidity constramnts, lmuted availability of credit and difficult trading
conditions continue to pose sigmficant challenges to all underlying businesses and borrowers with whom the Group has
exposure through the mortgage loans Conditions may deteriorate further due to the continved global financial and economuc
uncertamty

The Board reviews and agrees pohcies for managing risks anising on the Group’s financial nstruments and they are
summarised below
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DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED
DIRECTORS' REPORT (CONTINUED)

FOR THE YEAR ENDED 31 MARCH 2010
FINANCIAL INSTRUMENTS (CONTINUED)

Currency risk
All of the Group’s assets and liabilities are denominated mn pound Sterling and therefore there 1s no foreign currency nsk

Interest rate risk

Interest rate risk exists where assets and habilities have interest rates set under a different basis or which reset at dafferent
times The Group mummuses its exposure to mterest rate nsk by ensunng that the interest rate characteristics of its assets
and lLabilities are simlar, where this 1s not possible the Group uses interest rate swaps and basis swaps to mitigate any
residual mterest rate nsk

Credit risk

The principal credit nisk to the Group 1s that the borrowers will not be able to meet therr obligations as they fall due
The mortgage loans are secured on a number of UK commercial properties which are geographically diverse and
melude a diverse tenant portfolio

The most significant concentration of credit nsk 15 considered to be the mortgage loans At 31 March 2009, the loan
amount outstanding was £368,471,581 (2009 £368,994,469) The largest exposure to credit risk 1s to Mapeley totalling
£170,907,800 (2009 £170,907,800) The mortgage loan portfolio consists of 3 loans secured over 22 properties (2009
3 loans secured over 22 properties)

Refinancing risk

The ability of a borrower to make timely payment of principal due on any loan on the relevant loan matunty date may
be dependent upon that borrower’s ability to refinance the loan 1In the event a borrower cannot refinance before or at
the loan maturity date, repayment may be delayed and 1n some circumstances the collateral which would be enforced
and sold, or in the case that the charged property 1s sold at a value below the then outstanding principal of the loan,
repayment of the loan may be made at below par In such circumstances, the Group would be unable to repay cerlain
classes of notes m full

If m the event of the loans not bemg able to be repaid, the notes would be written down starting from the lowest class of
note, D, to the highest class of note, Al

Impairment

The Group assesses at cach balance sheet date whether there 1s any objective evidence that a financial asset 1s impaired

A financial asset or portfolio of financial assets 1s 1mpaued and an imparment loss mcurred 1f there 15 objective
evidence that an event or events since mitial recognition of the asset have adversely affected the amount or timing of
future cash flows from the asset No impairment was recogmsed n the year (2009 £ml)

Laquidity risk

A facility provided by Calyon (London Branch) has been established which will be available, subject to certain criteria
and circumstances, in the event of the Group being unable, on a temporary basis, to meet 1ts financial commuitments
The hiqudity facility was renewed on 2 December 2009 to expire on 1 December 2010 The directors expect this facility
to be renewed annually Further discussion of the Group’s approach to financial mstruments 15 set cut 1n note 1
(sigmificant accounting policies) and in note 14

DIRECTORS
The directors who served the Group during the year were as follows

Wilmington Trust SP Services (London) Limted
Mr M H Filer
Mr J Traynor




DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED
DIRECTORS' REPORT (CONTINUED)

FOR THE YEAR ENDED 31 MARCH 2019

AUDITORS
Deloitte LLP have expressed therr willingness to contnue 1n office as auditors and a resolution to re-appoint them as
audrtors for the ensumg year will be proposed at the next annual general meeting

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS
The directors confirm that

e so far as the directors are aware, there is no relevant audit information of which the Company’s auditors are
unaware, and

o each of the directors have taken all steps that they ought to have as directors in order to make themselves aware of
any relevant audit mformation and to establish that the Company’s auditors are aware of that information

This confirmation 15 given and should be nterpreted i accordance with the provisions of s418 of the Companies Act
2006

Signed by order of the directors

Py -

For and on behalf of

WILMINGTON TRUST SP SERVICES (LONDON) LIMITED
Suml Masson

26 October 2010




DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED
DIRECTORS’ RESPONSIBILITIES STATEMENT

FOR THE YEAR ENDED 31 MARCH 2010

The directors are responsible for preparing the Annual Report and the financial statements 1n accordance with
applicable law 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 Umon Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period In preparning these financial statements,
International Accounting Standard 1 requires that directors

properly select and apply accounting policies,
present information, ncluding accounting policies, 1 a manner that provides relevant, rehable,
comparable and understandable information,

¢ provide additiona) disclosures when compliance with the specific requirements in IFRSs are msufficient
to enable users to understand the 1mpact 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 directors are responstble for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Compamies Act 2006 They are also
responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other uregulantes
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF DECO 6 - UK
LARGE LOAN 2 HOLDING LIMITED

We have audited the financial statements of Deco 6 — UK Large Loan 2 Holding Liruted for the year ended 31 March
2010 which comprise the consolidated statement of comprehensive income, the consohdated and company statements
of financial position, the consolidated and company statements of changes 1n equity, the consolidated and company
statements of cash flows and the related notes 1 to 18 The financial reporting framework that has been applhed n their
preparation 1s applicable law and Internationat Financial Reporting Standards (IFRSs) as adopted by the European
Union and as applied 1n accordance with the provisions of the Compames Act 2006

This report 1s made solely to the company’s members, as a body, m accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we nught state to the company’s members those
matters we are required to state to them n an auditors’ 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 opmnions we have formed

Respective responsibilities of directors and auditors

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 1s to audit the
financial statements m accordance with applicable law and International Standards on Auditing (UK and Ireland)
Those standards require us to comply with the Auditing Practices Board’s (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures mn the financal statements sufficient to give
reasonable assurance that the financial statements are free from material musstatement, whether caused by fraud or
error This cludes an assessment of whether the accounting policies are appropriate o the group’s and the parent
company’s circumstances and have been consistently applied and adequately disclosed, the reasonableness of
sigmficant accounting estimates made by the directors, and the overall presentation of the financial statements

Opinion on financial statements
In our opinion
e the financial statements give a true and fair view of the state of the group’s and the parent company’s affairs
as at 31 March 2010 and of the group’s loss for the year then ended,
o the group financial statements have been properly prepared in accordance with IFRSs as adopted by the
European Union,
« the parent company financial statements have been properly prepared 1n accordance with IFRSs as adopted by
the European Union and as applied in accordance with the provisions of the Companies Act 2006, and
e the financial statements have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opmion the information given 1n the Directors’ Report for the financial year for which the financial statements
are prepared 1s conststent with the financial statements

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 report to
you 1f, 1n cur opinion
e adequate accounting records have not been kept by the parent company, or returns adequate for our audit have
not been received from branches not visited by us, or
the parent company financial statements are not i agreement with the accounting records and returns, or
e certam disclosures of directors’ remuneration specified by law are not made, or
we have not recerved all the iformation and explanations we require for our audit

! e

yey O'A___ﬁ?

David Barnes (Semor Statutory Auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditors
London, Umted Kingdom

M, October 2010




Company Registration Number 5578205

DECO 6 - UKLARGE LOAN 2 HOLDING LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MARCH 2010

Continuing operations
Interest mcome
Interest expense

Net interest income

Fair value loss on derivative financial instruments
Other operating expenses

Loss before tax for the year

Income tax credit/(charge)

Total loss after tax and comprehensive loss for the year

Notes

10

2010 2009
£ £
21,295,924 22,077,149
(20.866227)  (21.380.670)
429,697 696,479
(620,090)  (35,882,273)
(427,366) (672,203)
(617,759) (35,857,997
12137 (26.591)
__(605622)  (35884,588)

The notes on pages 13 to 27 form part of these financial statements




DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2010

2010 2009
Notes £ £
Assets
Non-current assets
Mortgage loan 7 367.948.693 368,471,581
Current assets
Mortgage loan 7 522,888 522,888
Trade and other recervables 8 3,806,483 3,850,407
Cash and cash equivalents 9 300,229 262919
4,629.600 4.636.214
Total assets 372,578,293 373,107,795
Equity
Share capital 10 1 1
Retamed losses 10 {36.343,383) (35,737.761)
Total deficit _(36,343,382) (35,737,760}
Non-current habilities
Interest-beanng loan notes 11 367,948,692 368,471,581
Neon 1interest-beaning loans 12 12,501 12,501
Total non-current liabilities 367.961,193 368,484,082
Current liabihties
Interest-bearing loan notes 11 522,888 522,888
Accrued interest 11 639,928 1,661,676
Trade and other payables 13 3,184,207 2,177,153
Current tax hability 5,713 12,100
Denvative financial instruments 15 36,607,746 35.987.656
Total current habilities 40,960.482 40361473
Total liabilities 408,921,675 408,845,555
Total equity and liabihties 372,578,293 373,107,795

These financial statements of Deco 6 — UK Large Loan 2 Holding Limuted, company registration number
5578205 on pages 7 to 27 were approved and authonsed for 1ssue by the directors on 26 October 2010 and are

signed on their behalf by

Sumil Masson for and on behalf of

WILMINGTON TRUST SP SERVICES (LONDON) LIMITED
Director

The notes on pages 13 to 27 form part of these financial statements

8




DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED
COMPANY STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2010

2010 2009
Notes £ £
Non-current assets
Investment 1n subsidiary 6 12,501 12,501
Current assets
Cash and cash equivalents 9 1 1
Total assets — 12,502 — 12,502
Equty
Share capital 10 1 1
Retamned earnings 10 - -
Total equity 1 1
Non-current habihities
Non mterest-bearing loans 12 12,501 12,501
‘ Total non-current habilities 12,501 12,501
Total habihities — 12,501 _ 12501
| Total equuty and liabihities 12502 12,502

/ These financial statements of Deco 6 — UK Large Loan 2 Holding Limited, company registration number
| 5578205 on pages 7 to 27 were approved and authorised for 1ssue by the directors on 26 October 2010 and are
signed on their behalf by

pdv7 -

Sum! Masson for and on behalf of
WILMINGTON TRUST SP SERVICES (LONDON) LIMITED
Darector

The notes on pages 13 to 27 form part of these financial statements




DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MARCH 2010

Issued capital Retained profit/(loss)

£ £
Balance at 31 March 2008 1 146,827
Totat comprehensive loss for the year . (35.884.588)
Deficit at 31 March 2009 1 (35,737,761)
Total comprehensive loss for the year - {605,622}
Deficit at 31 March 2010 | [36,343,383)

COMPANY STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MARCH 2010

Issued capital Retained earnings

£ £

Balance at 31 March 2008 1 -
Total comprehensive profit for the year R .
Balance at 31 March 2009 1 -
Total comprehensive profit for the year - -
Balance at 31 March 2010 1 -

The notes on pages 13 to 27 form part of these financial statements

10

Total
£
146,828

(35,884,588)
(35,737,760)
(605,622)
£36,343,382)




DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED
CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 MARCH 2010

Notes

Cash flows from operating activities

Loss before tax for the year

Adyustments for

Fair value movement on derivative financial

mstrument

Bank interest recervable 2
Interest on overdue tax 3
Increase 1n trade and other receivables 8
Increase 1n trade and other payables 11,13

Net cash from/(used in) operating activities

Taxation credit/(paid)

Investing activities

Repayments during year 7
Bank interest received 2
Interest on overdue tax

Net cash from imvesting activities

Financing activities
Redemption of lean notes dunng the year 11

Net cash used in financing activities

Net increase/(decrease) in cash and cash
equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at 31 March 9

2010 2009
(617,759)  (35,857,997)
620,000 35,882,273
(201) (22,136)

. 43

43,924 375,370
(14,694) (457.131)
31,360 (79,578)
5,750 (4,754)
522,888 522,888
201 22,136

- (43)

523,089 544,981
(522.889) (522.888)
(522.889) (522,888)
37,310 (62,239)
262.919 325,158
300,229  _2629i9

(As explamned in the accounting policies note on page 15, the cash 1s not freely available to be used )

11




DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED

COMPANY STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 MARCH 2010

Notes
Cash flows from operating activities
Profit before tax for the year
Net cash from operating activities
Cash and cash equivalents at beginning of year
Cash and cash equivalents at 31 March 10

12

2010

2009




DECO 6 — UK LARGE LOAN 2 HOLDING LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2010

1. SIGNIFICANT ACCOUNTING POLICIES
Deco 6 — UK Large Loan 2 Holding Linuted 1s a Company mcorporated n the UK under the Companies
Act 2006 and domuciled 1n England

Statement of compliance
The Group’s financial statements have been prepared in accordance with International Financial Reporting
Standards as adopted by the European Umon

The accounting policies set out below have been applied in respect of the financial year ended 31 March
2010, and for the previous pertod

Basis of preparation
The financial statements are presented 1n Pounds Sterling

The financial statements have been prepared on the historical cost basis as modafied for the revaluation of
certain financial instruments under IAS 39 Financial Instruments Recogmtion and Measurement

Due to the fact that the nature of the business 1s to provide finance, the directors are of the opinion that 1t 1s
more appropriate to use interest income and interest expense rather than turnover and cost of sales n
preparing the statement of comprehensive income

Basis of preparation — going concern

The Group’s business activities, together with the factors likely to affect its future development,
performance and position and 1ts principal uncertainties are set out 1n the Directors Report on pages 2 and
3 In addition, note 14 to the financial statements ncludes the Group’s objectives, policies and processes
for managing 1ts capital, 1ts financial nisk management objectives, details of its financial instruments and
hedging activities, and 1ts exposures to credit nsk and hquidity risk

The Group has a net liability position on the balance sheet due to the cumulative impairment on the loans
and the fair value movement of the denvatives However, the terms of the loan notes 1ssued by the Group
are non-recourse and their terms are such that amounts due are only payable to the extent that there are
sufficient receipts from the Group’s assets As a consequence, the directors believe that the Group 1s well
placed to manage 1ts busmess risks successfully despite the current uncertain econonuc outlook

After making enquiries, the directors have a reasonable expectation that the Group has adequate resources
to continue 1n operational existence for the foreseeable future Accordingly, they continue to adopt the
gomg concern basis mn preparing the financial statements

Basis of consohdation

The consolidated financial statements mncorporate the financial statements of the Company and entities
controlled by the Company (the Subsidiaries) Control 1s acheved where the Company has the power to
govern the financial and operating policies of an investee entity so as to obtain benefits from 1ts activities
All intra-group transactions, balances, mcome and expenses are elitinated on consolidation

- Subsidianes

Subsidiaries are those entiies controiled by the Company Control exists when the Company has the
power, directly or indirectly, to govern the financial and operating policies of an entity so as to benefit from
1ts activities

- Transactions ehminated on consolidation
Intra-group balances and any unreahised gains and losses ansing from intra-group transactions are
eliminated 1n prepanng the Consolidated Financial Statements

13




DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2010

1.

SIGNIFICANT ACCOUNTING POLICIES (contimued)

Busintess comtbinations

The acquisition of subsidiaries 1s accounted for using the purchase method The cost of the acquisition 1s
measured at the aggregate fair values, at the date of exchange, of assets given, liabihities incurred or
assumed, and equity mstruments 1ssued by the Group m exchange for control of the acquiree, plus any
costs directly attributable to the business combmation The acquiree’s 1dentifiable assets, habiliies and
contingent habilities that meet the conditions for recogmtion under IFRS 3 are recogmsed at thewr fair
value at the acquisition date, except for non-current assets (or disposal groups) that are classified as held
for sale 1n accordance with IFRS 5 Non Current Assets Held for Sale and Discontnued Operations, which
are recogmsed and measured at fair value less costs to sell

Critical accounting judgements and key sources of estimation uncertainty

The preparation of financial statements in conformuty with IFRS requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets and liabilities, income and expenses The estimates and associated assumptions are based on
Iistorical experience and various other factors that are believed to be reasonable under the circumstances,
the results of which form the basis of making judgements on carrying values of assets and liabilities that
are not readily apparent from other sources Actual results may duffer from these estimates used in the
financial statements

The estimates and underlymng assumptions are reviewed on an ongoing basis Revisions to accounting
estimates are recogmsed 1n the period in which the estimate 1s revised 1f the revision affects only that
period, or in the period of the revision and future periods 1f the revision affects both the current and future
penods

Financial instruments

Dernvative financial nstruments are classified as fair value through profit and loss The Group’s financial
instruments comprise a mortgage loan, cash and hiquid resources, denvatives, nterest-bearing borrowings
and various recervables and payables that anse directly from 1its operations The main purpose of these
financial instruments 1s to acquire a beneficial interest in mortgage loans These financial mstruments are
classified 1n accordance with the prnciples of IAS 39 Financial Instruments Recogmtion and
Measurement as described below

Mortgage loans

The mortgage loans and interest receivable thereon are classified as loans and recewvables and are imtially
measured at fair value with subsequent measurement being at amortised cost using the effective interest
method

Appropriate allowances for estimated urecoverable amounts are recogmised 1 profit or loss when there 1s
objective evidence that the asset i1s impaired The allowance 1s measured as the difference between the
asset’s carrying amount and the present value of estimated future cash flows discounted at the effective
interest rate computed at mtial recognition

Derecogmition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or 1t transfers the financial asset and substantially all the nisks and rewards of ownership of the asset
to another entity If the Group neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Group recognuses its retained interest i the
asset and an associated liability for amounts it may have to pay If the Group retamns substantially all the
risks and rewards of ownership of a transferred financial asset, the Group continues to recogmse the
financial asset and also recogmses a collateralised borrowing for the proceeds receved

Deferred consideration

A deferred consideration charge 15 included 1n interest expense Deferred consideration 1s payable to the
Class X certificates holders dependent on the extent to which the surplus imncome, in excess of the agreed
margin, generated by the mortgage loans in which the Group has purchased an interest, exceeds the
administration costs of the mortgage loans

14




DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2010

1.

SIGNIFICANT ACCOUNTING POLICIES {(continued)

Cash and cash equivalents

Cash and cash equivalents 1n the balance sheet comprise cash at banks and 1n hand and short-term deposits
with an ongmnal matunty of three months or less Cash and cash equivalents are classified as loans and
recewvables

Denvative financial instruments and hedging activities
The Group uses derivative financial mstruments to hedge 1ts exposure to interest rate nsk ansing from
operational, financing and vestment activities In accordance with 1ts treasury policy, the Group does not
hold or 1ssue derivative financial mstruments for trading purposes However, derivatives that do not qualify
for hedge accounting are accounted for as held for trading

IAS 39 requires all financial assets and habilities to be recogmsed mitially at fair value on the balance
sheet Subsequent to mitial recogmition, any changes m fair value of the derivatives held are recognised 1n
the statement of comprehensive income

The fair value of interest rate swaps and basts swaps 1s the estimated amount that the Group would receive
or pay to termunate the swap at the balance sheet date, taking into account current interest rates and the
current credstworthiness of the swap counterparties

Interest income recervable or interest expense on the interest rate swap 1s accounted for on an effective
interest rate basis within interest income or interest expense in the statement of comprehensive income

Interest-bearing loans

Interest-bearing borrowings are classified as financial liabilities and recognised mtially at fair value less
attributable transaction costs Subsequent to umtizl recognition, interest-bearing borrowings and interest
payable thereon are stated at amortised cost with any difference between cost and redemption value being
recogmsed i the statement of comprehensive income over the pertod of the borrowings on an effective
interest basis

Embedded derivatives

Certain denvatives are embedded within other non-derivative host financial instruments to create a hybnd
instrument Where the economuc characteristics and risks of the embedded denvatives are not closely
related to the economic characteristics and risks of the host mnstrument, and where the hybrid mstrument 13
not measured at fair value, the embedded derivative 1s separated from the host instrument with changes 1n
fair value of the embedded denvative recogmised in the statement of comprehensive income Depending on
the classification of the host instrument, the host 1s then measured 1n accordance with IAS 39

Interest income and expense

Interest income on financial assets that are classified as loans and receivables and interest expense on
financial habilities other than those at fair value through profit or loss 1s determined using the effective
interest rate method The effective mnterest rate method 1s a method of calculating the amortised cost of a
financial asset or financial liabilities and of allocating the interest income or interest expense over the
expected life of the asset or liability The effective interest rate is the rate that exactly discounts estimated
future cash flows to the instrument’s mitial carrying amount

Value added tax
Value added tax 1s not recoverable by the Group and 1s included with its related cost

15




DECO 6 — UK LARGE LOAN 2 HOLDING LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2010

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Income tax expense

Income tax on profit or loss for the year comprises current and deferred tax Income tax 1s recogmsed n
the statement of comprehensive income except to the extent that 1t relates to 1tems recogmsed directly m
equity, in which case 1t 1s recognised 1n equity

Deferred income tax 1s recogmsed on all temporary differences arising between the tax bases of assets and
habilities and their carrying amounts 1n the financial statements, with the following exceptions
o  where the temporary difference arses from the 1mtal recogmtion of goodwill or of an asset or
hability 1n a transaction that 1s not a business combination that at the time of the transaction affects
neither the accounting nor taxable profit or loss, and
¢ deferred income tax assets are recogmsed only to the extent that 1t 1s probable that taxable profit
will be available against which the deductible temporary differences, carried forward tax credits or
tax losses can be utilised
Deferred income tax assets and liabilities are measured on an undiscounted basis at the tax rates that are
expected to apply when the related asset 15 realised or hability 1s settled based on tax rates and laws enacted
or substantively enacted at the balance sheet date

Standards 1ssued but not adopted
The directors are considering the following standards which are currently 1n 1ssue but are not yet effective
and have not been adopted 1n the current financial period

Improvements to IFRSs 2009 (Apr 2009)

Improvements to IFRSs 2010 (May 2010)

Amendment to JFRS 1 (Jan 2010) Limuted Exemption from Comparative IFRS 7 Disclosures for First-
time Adopters

IFRS 9 Financial Instruments

IAS 24 (revised Nov 2009) Related Party Disclosures

Amendment to IAS 32 (Oct 2009) Classification of Rights Issues

Amendments to IFRS | (Jul 2009) Additional Exemptions for First-time Adopters
Amendments to IFRS 2 (Jun 2009) Group Cash-settled Share-based Payment Transactions
IFRS 1 (revised Nov 2008) Fust-time Adoption of International Financial Reporting Standards
IFRS 3 (revised Jan 2008) Business Combinations

Amendments to IAS 27 (Jan 2008) Consolhidated and Separate Financial Statements
Amendment to IAS 39 (Jul 2008) Eligible Hedged Items

Amendments to [FRIC 14 (Nov 2009) Prepayments of a Mimimum Funding Requirement
JFRIC 19 Extingmshing Financial Liabilities with Equity Instruments

IFRIC 18 Transfers of Assets from Customers

IFRIC 17 Distnibutions of Non-cash Assets to Owners

During the year, the Company adopted the revised presentation requirements of IAS 1 Presentation of
Financial Statements, amendments to IFRS 7 Financial Instruments Disclosures and IFRS 8 Operating
Segments

Segmental reporting

The principal asset of the Group 1s the beneficial interest 1n the mortgage portfolio onginated in the United
Kingdom which 1s funded by floating rate notes 1ssued 1n the United Kingdom The directors do not
consider 1t necessary to provide a further analysis of the results of the Group from those already disclosed
in these financial statements
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DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2010

2. INTEREST INCOME

2010 2009
Group Group
£ £
Income from mortgage loans 21,295,723 21,406,952
Net swap 1nterest recervable - 648,061
Bank mterest received 201 22136
21,295.924 22,077,14
INTEREST EXPENSE
2010 2009
Group Group
£ £
Interest on loan notes 5,130,098 20,482,535
Deferred consideration 1,032,163 898,092
Net swap interest payable 14,703,966 -
Interest on overdue tax - 43
—20,866.227 ~21,380,670
OTHER OPERATING EXPENSES
2010 2009
Group Group
£ £
Admmstration and cash management fees 393,659 640,458
Audit fees for the audit of the Group’s accounts
Parent company 5,500 5,500
Subsidianes 14,500 13,003
Tax fees 3,500 3,500
Corporate services fees 10,207 9,742
427,366 672,203

The directors received no emoluments for their services as directors to the Group during the penod, except
for those disclosed mn note 16 The directors had no materal mterest in any contract of sigmficance 1n
relation to the business of the Group The Group did not have any employees in the current year or
preceding penod

INCOME TAX EXPENSE

The Group, has elected to be taxed under the Taxation of Secunitisation Compantes 2006 (Regulations) 1¢
the permanent regime Corporation tax 15 therefore calculated by reference to the profit of the securitisation
company required to be retained in accordance with the relevant capital market arrangernent

The directors are satisfied that this Group meets the defimtion of a ‘secuntisation company’ as defined by
both The Finance Act 2005 and the subsequent secondary legislation and that no mcremental unfunded tax
habilities will anse

The Group 15 therefore taxed by reference to the profit required to be retamed 1 accordance with the pre-
enforcement priority of payments as defined in the terms and conditions of the loan notes

Group 2010 2009
Current tax: £ £
Corporation tax charge for the year at a rate of 21% 489 5,224
Adjustment to prior year’s charge (12,626) 290
Deferred tax:

Reversal of prior peniods’ deferred tax - 21,077
Total mcome tax (credit)/charge in the statement of comprehensive income (12,137 26,591
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DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2010

5. INCOME TAX EXPENSE (continued)

Group 2010 2009
Reconcihation of total tax charge £ £
The tax assessed for the period 1s at the standard rate of corporation tax i the

UK of 21%

Loss before tax (617,759) (35,857,997)
Loss before tax multiphied by the standard rate of corporation tax i the UK of

21% (129,729) (7.530,179)
Change 1n tax rate in computing deferred tax charge - -
Permanent differences relating to application of Taxation of Securitisation

Companies Regulations 2006 130,218 7,535,403

Reversal of prior year deferred tax - 21,017

Adjustment 1n respect of the prior year (12.626) 290

Total tax (credit)/charge reported 1n the statement of comprehensive income (12,137) 26,591
Z Company 2010 2009
I Current tax: £ £

Corporanon tax charge for the period at a rate of 21% -

Total income tax expense in statement of comprehensive income - -

2010 2009

Reconcihation of total tax charge £ £

The tax assessed for the period 15 at the small compames’ rate of

corporation tax m the UK of 21%

Profit before tax - - -

Profit before tax multiphied by the small companies’ rate of corporation

tax in the UK of 21% - - - -

Total income tax expense m statement of comprehensive income - -

6 INVESTMENT IN SUBSIDIARY
2010 2009
Company £ £
At 1 April 2009 and 31 March 2010 12,501 12.501

The shares were purchased at par for cash consideration of £12,501 and the net assets of the subsidary were
£12,501 at this date (compnsing only cash on 1ssuance of shares), hence no goodwll arose on acquisiion
In the opinion of the directors, the aggregate value of the Company’s mvestment n subsidiary undertakings
15 not less than the amount included in the balance sheet

Shares in group undertakings
The Company has the following nterests i group undertakings

Subsidiary undertakings Country of Class of shares Holding
incorporation (%)
Deco 6 — UK Large Loan 2 Plc Great Britamn Ordinary 99 98

Principal activities

The company was established as a special purpose vehicle for the sole purpose of 1ssuing commercial mortgage-
backed loan notes secured by a pool of commercial mortgages
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DECO 6 — UK LARGE LOAN 2 HOLDING LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2010

7.

MORTGAGE LOAN

2010 2009
Group £ £
At 1 April 368,994,469 369,517,357
Redemptions i year (522.888) (522.888)
At 31 March 368,471,581 368,994,460
The balance can be analysed as follows
Non-current assets 367,948,693 368,471,581
Current assets 522,888 522,888

368,471,581 368.994,400

The mortgage loans are due for repayment by July 2015 At 31 March 2010, £368,471,581 (2009
£368.994 469) was outstanding At 31 March 2010, interest on £95,000,000 (2009 £95,000,000) of the
outstanding principal was at a fixed rate of § 53%, interest on £102,563,781 (2009 £103,086,669) was at a
fixed rate of 6 24% and interest on the remamng £170,907,800 (2009 £170,907,800) was at a fixed rate of
570% The loans are secured over commercial properties held by Deutsche Bank AG, London Branch n
its capacity Borrower Securnity Trustee on behalf of the Group

The Servicer 15 responsible for monitoring comphance with the loan to value and coverage covenants in
accordance with the servicing agreement dated 4 October 2005 At 1ts sole discretion 1t has the abihity to
call for a revaluation of the mortgage property The Servicer has confirmed that as at the report date the
coverage and loan to value covenants have not been breached

TRADE AND OTHER RECEIVABLES

2010 2010 2009 2009

Group  Company Group Company

£ £ £ £

Other debtors 1,085 - 38,260 -
Prepayments and accrued income 3,805,398 - 3,812,147 -
3806483 - 3850407 ____-

The directors consider that the carrying value of trade and other receivables approximate their fair value

CASH AND CASH EQUIVALENTS

2010 2010 2009 2009

Group Company Group Company

£ £ £ £

Cash and cash equivalents 300229 ___ 1 _ 262919 __ 1

The Group has deposits 1n bank accounts held 1n the Group’s name which meet the defimtion of cash and
cash equivalents but their use 1s restricted by a detailed prionty of payments set out 1n the secuntisation
transaction agreements As the cash can only be used to meet certain specific Labilities and 1s not available
to be used with discretion, 1t1s viewed as restricted cash
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DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2010

10. TOTAL EQUITY

11.

Issued capital Retained losses Total

Group £ £ £
At Apnl 1 (35,731,761)  (35,737,760)
Loss for the year - {605,622) {605.622)
Balance at 31 March 1 _(36,343,383) (36,343,382}
Issued capital Retained profit Total

Company £ £ £
At 1 Apnl 1 - 1
Profit for the year - - -
Balance at 31 March N | = 1

There are 100 authonised ordinary shares of £1 each The 1ssued share capital comprises one £1 share called
up and fully paid Wilmungton Trust SP Services (London) Limuted holds the entire share capital 1n the
Company under a declaration of trust for charitable purposes

INTEREST-BEARING LOANS

This note provides information about the contractual terms of the Group’s mterest-bearing loans For more

mnformation about the Group’s exposure to interest rate nisk, see note 14

Group 2010 2009
£ £
At April 368,994,469 169,517,357
Redemptions (522.889) (522 .888)
368,471,580  368,994,46)
Non-current habilities
Loan notes 367,948,692 368,471,581
367,948,692 368,471,581
Current liabilities
Loan notes 522,888 522,888
Interest payable on loan notes 639928 1,661,676
— 1162816 _ 2,184,564

Current habilities due within one year are paid when cash 1s available after other commtments have been
fulfilled 1n order of prionty mn accordance with the Offering Circular

On 6 December 2005 an agreement was entered into with Calyon (London Branch) for the provision of a
liquidity facihity for the Group The facility 1s 1n place to allow the Group to meet 1ts obhgations should
there be a shortfall in the revenue or principal received from the mortgage loan At the balance sheet date,
the limut on this facility was £28,000,000 (2009 £28,000,000) A fee 1s charged on the undrawn balance,
currently set out at 0 15% per annum This fee would increase on any drawn balance No amounts have
been drawn under the facility since inception The hquidity facility 1s secured by way of fixed and floating
charges over the Group’s assets including the mortgage loans

Interest-bearng loans and borrowings are repayable as follows

Year ended 31 March 2010

Group Less than 1 Mor¢ than 5
Total year 1-2 years  2-5 years years
£ £ £ £ £

Liabilities
Floating rate notes due 2017 368,471,580 522,888 522,888 196,518,004 170,907,800
Interest payable 639,928 639,928 - - -
369,111,508 1,162,816  _522,888 170,907,800
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12.

DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2010
INTEREST-BEARING LOANS (continued)

Year ended 31 March 2009

Group Less than 1 More than 5
Total year 1-2 years 2-5 years years
£ £ £ £ £
Liabihties
Floating rate notes due 2017 368,994,469 522,888 522,888 197,040,893 170,907,800
Interest payable 1.661,676  1.661,676

370,656,145 2,184,564 r_i_zg& ;gz,gztg,gg;‘ 1zo,ggz,§og-

The loan notes are denormunated in the following currencies

Group 2010 2009
£ £
Sterling 368,471,580 _368,994,469

On 6 December 2005, the Group 1ssued £173,000,000 Class Al notes due July 2017, £259,900,000 Class
A2 notes due July 2017, £43,000,000 Class B notes due July 2017, £49,100,000 Class C notes due Tuly
2017 and £30,119,911 Class D notes due July 2019 Interest on the Class Al notes 15 payable at a rate of 3
month LIBOR plus 020% Interest on the Class A2 notes 15 payable at a rate of 3 month LIBOR plus
025% Interest on the Class B notes 1s payable at a rate of 3 month LIBOR plus 0 44% Interest on the
Class C notes 1s payable at a rate of 3 month LIBOR plus 0 70% Interest on the Class D notes is payable at
a rate of 3 month LIBOR plus 1 05%

At the balance sheet date £62,601,028 (2009 £63,123,917) in respect of the Class Al notes was
outstanding, £208,038,771 (2009 £208,038,771) 1 respect of Class A2 notes, £34,419,650 (2009
£34,419,650) 1n respect of Class B notes, £39,302,438 (2009 £39,302,438) m respect of Class C notes, and
£24,109,693 (2009 £24,109,693) 1n respect of the Class D notes The notes are secared by way of a fixed
and floatng charge over the assets of the Group The proceeds of the notes were used by the Group to
acquire the mortgage loans from Deutsche Bank AG in accordance with the terms of the secuntisation
documents

NON INTEREST-BEARING LOANS

2010 2010 2009 2009

Group Company Group Company

Non-current liabilities £ £ £ £
Other loans 12,501 12,501 12,501 12,501

Other loans relate to an amount received from Wilmington Trust SP Services (London) Liruted, a related
company

Non mterest-bearing Joans and borrowings are repayable as follows

2010 2010 2009 2009

Group Company Group Company

In more than five years £ £ £ £
Other loans 12,501 12,501 12,501 12,501

Non 1aterest-bearing loans are denomunated 1n Sterling
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DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MARCH 2010

13. TRADE AND OTHER PAYABLES

2010 2009

Group Group

Current habilities £ £
Accruals and deferred mmcome 3,184,207 2,177,153

Current liabilities due within one year are paid when cash 1s available after other commutments have been
fulfilled, 1n order of priority 1n accordance with the Offering Circular

The directors consider that the carrying amount of trade and other payables approximates to their fair value
14. PRINCIPAL RISKS AND UNCERTAINTIES
The principal nisks and uncertamties are set out in the Directors’ Report on page 3

Financial instruments

The Group’s financial mstruments, other than denvatives, comprise a portfoho of commercial mortgage loans,
cash and liquid resources, interest-bearing borrowings and various recervables and payables that anse directly
from 1ts operations The Group also enters mto denvative transactions (principally mterest rate swaps) The
purpose of such transactions 1s to manage the mnterest rate nisks ansing from the Company’s operations and 1ts
sources of finance

It 15, and has been throughout the period under review, the Group’s policy that no trading mn financial
mstruments 1s undertaken

Interest rate risk

Interest rate risk exists where assets and Iiabilities have mterest rates under a different basis or which reset at a
different tme The Group mumimises is exposure to interest rate msk by ensuring that the interest rate
characteristics of assets and habilities are sirmlar Interest rate swaps have been entered mto with Deutsche Bank
AG to manage the Group’s exposure to interest rate risk associated with the mortgage loans Thus 15 to reduce
interest rate nisk as a result of the possible vanance between the fixed rate of interest recevable on the mortgage
loans and the variable rate of interest payable on the floating rate loan notes

Interest rate sensitivity

The sensitivity of the Group to nterest rate changes, and the resulting changes in net assets attributable to equity
shareholders, 1s hmited as the Group uses interest rate swaps to mitigate the nsk and only retains 0 01% of
available revenue receipts from the beneficial mterest 1n the mortgage portfolio

Credit nsk

Credit nisk arises where the borrower will not be able to meet their obligations as they fall due The mortgage
loans are secured on a number of UK commercial properties which are geographically diverse and include a
diverse tenant portfolio

The most sigmficant concentration of credit nisk 1s considered to be the mortgage loans to Mapeley totalling
£170,907,800 (2008 £170,907,800) At 31 March 2010, the total amount outstanding on all mortgage loans was
£368,472,575 (2009 £368,994,468)

The credit quality of the underlying mortgage loans 1s summarised as follows

31 March 31 March
2010 2009
£ )
Neither past due nor impaired 368,471,581 4.46

With regard to credit risk on derivatives, the directors monitor the credit rating of the swap provider and in case
of any downgrade may require the swap provider to provide sufficient collateral or transfer its obligations to
another bank of a lngher credit rating
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DECO 6 - UK LARGE LOAN 2 HOLDING LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MARCH 2010

14. PRINCIPAL RISKS AND UNCERTAINTIES (continued)

Ligmdity nisk

A facility provided by Calyon (London Branch) has been established which will be available, subject to certain
criteria and circumstances, m the event of the Group being unable, on a temporary basis, to meet 1ts financial
commutments

At 31 March 2010 this facility was not required, and has not been used during the year The hquidity facality was
renewed on 2 December 2009 to expire on 1 December 2010 The directors expect this facility to be renewed
annually

The tenor of the Floating rate notes 15 designed to match the term of the limuted recourse notes and hence, there are
deemed to be hrmted hquidity risks facing the Group

The table below reflects the undiscounted contractual cash flows of financial habilities at the balance sheet date of
non-derivative financial instruments

As at 31 March Carrying  Gross cash After 1 After 3 After 1 After 5
2010 value flows month months year but years
but within  but within within 5
3 months one year years
£ £ £ £ £ £
Notes 368,471,581 368,471,581 130,722 392,166 197,040,893 170,907,800
Interest payable on notes 639,928 21,630,443 1,257,951 3,784,990 15,420,553 1,166,949

Total non-derivative

financial instruments M M M é&als-_g M M

As at 31 March Carrying  Gross cash After 1 After 3 After 1 After 5
2009 value flows month but months year but years
within 3 but within within 5
months one year years
£ £ £ £ £ £
Notes 368,994,469 368,994,469 130,722 392,166 197,563,781 170,907,800

Interest payable on notes 1,661.676 104,435,052 1.458.003 15352.225 73.414.427 14,210,397
Total non-dertvative

ﬁnanual mstruments M M M JLB;A&: M M

The redemption of the notes 1s dependent on the receipt of payments on the loan notes In accordance with the
respective Prospectus for each of the notes, Class Al Notes will be redeemed 1 prnonty to redemption of the
remaimning classes of notes followed by Class A2, B, C and D Interest payable on floating rate notes was
estimated based on the floating rate amounts as at 31 March 2010

Currency risk
All of the Group’s assets and habilities are denomunated 1 pounds Sterling therefore there 1s no fereign currency
risk

Capital risk management

The Group's objectives when managing capital are to safeguard the Group's ability to continue as a going
concern 1n order to provide returns for the shareholder and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital The capital structure of the Group consists of debt, which
includes the borrowings disclosed 1n note 11 and equity attnbutable to equity holders of the parent, compnsing
1ssued capital, reserves and retamed earmings as disclosed 1n the balance sheet

The Group 1s not subject to any external capital requirements except for the mimmum share capital requirement
under the Companies Act 2006 The Group has not breached the nummum requirement
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FOR THE YEAR ENDED 31 MARCH 2010
14. PRINCIPAL RISKS AND UNCERTAINTIES (continued)

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

Carrymng Carrying

Group Notes amount Fair value amount Fair value

2010 2010 2009 2009
Financial assets £ £ £ £
Mortgage loans 7 368,471,581 254,747,809 368,994,469 258,020,404
Trade and other receivables 8 3,806,486 3,806,486 3,850,407 3,850,407
Cash and cash equivalents 9 300,229 300,229 262919 262,919
Total assets 312,578206 258,854,524 373107795  262133.730
Financial habilhities
Interest-bearing loans and borrowings 11 (368,471,580) (218,140,063) (368,994,469) (222,032,748)
Non-interest bearing loans 12 (12,501) (12,501) (12,501) (12,501)
Interest payable 11 (639,928) (639,928) (1,661,676) (1,661,676)
Trade and other payables 13 (3,184,207) (3,184,207) (2,177,153) (2,171,153)
Current tax liability (5,713) (5,713) (12,100} (12,100)
Denvative financral instruments 15  (36607,746) (36:607.746) _ (35.987,656) (35.987.636)
Total habihties (408,931,675) (258,590,158) (408,845,555) (261,877,834)

_(36343.379) ___ 264,366 _(35,737,760) __255.896

The fair value of the nterest bearing loans 1s based on broker quotes The fair value of the mortgage assets have
been determined by reference to the fair value of the interest bearing loans and derivatives

Carrymng Carrying
Notes amount Fair value amount Farr value
Company 2010 2010 2009 2009
i £ £ £
Investment i subsidiary 6 12,501 12,501 12,501 12,501
Cash and cash equivalents 9 1 1 1 1
Non-interest bearing loans 12 {12,501) (12.501) (12,501) (12.501)
- 1 - 1 1 1

Fair value hierarchy
Categorisation within the hierarchy has been determuned on the basis of the lowest level input that 1s sigmficant to
the farr value measurement of the relevant asset or iability as follows

Level 1 - valued using quoted prices 1n active markets for identical assets or habilities

Level 2 - valued by reference to valuation techmques using observable nputs other than quoted prices included
within Level 1

Level 3 - valued by reference to valuation techmques using nputs that are not based on observable market data
The valuation techmiques used by the company are explained in the accounting policies note

The only financial instruments held at fair value on the balance sheet are dervatives The derivatives all fall within
the level 2 fair value hierarchy The fair value of the derivatives 1s determined by discounting the future cash flows
using the applicable yield curves derived from quoted interest rates There have been no transfers between levels
from the prior year
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14. PRINCIPAL RISKS AND UNCERTAINTIES (continued)

Interest rate risk profile of financial habilities
All of the Group's financial liabilities are floating rate and carry interest rates based on the relevant three-month

LIBOR rate

Effective interest rates and re-pricing analysis
The following table details the Group’s exposure to interest rate risk by the earlier of contractual maturities or re-

pricing

Group

At 31 March 2010

Assets

Trade and other receivables
Mortgage loans

Cash and cash equivalents
Total assets

Liabilities

Accruals and tax liabilities
Denvative financial instruments
Non-interest bearing loans
Interest bearing loans

Total habilities

Group

At 31 March 2009

Assets

Trade and other receivables
Mortgage loans

Cash and cash equivalents
Total assets

Liabilities

Accruals and tax Lhabilities
Denvative financial instruments
Non-nterest bearing loans
Interest bearing loans

Total liabilities

Weighted average
effective interest
rate

%

5.978%

1.369%

Weighted average
effective interest
rate

%

5 547%

1to3 Fixed Non-interest
months rate bearing Total
£ £ £ £
- - 3,806,483 3,806,483
- 308,471,581 - 368,471,581
300,229 - - 300.229
— 300,229 368,471,581 _ 3,806483 372,578,293
- - 3,829,847 3,829,847
36,607,746 - - 36,607,746
- - 12,501 12,501
368.471,580 - - 368.471.580
—405,079.326 - 3,842,348 408,921,674
1to3 Fixed Non interest
months rate bearing Total
£ £ £ £
- - 3,850,407 3,850,407
- 368,994,469 - 368,994,469
262,919 - - 262919
262,919 368,994,469 3,850407 373,107,795
- - 3,850,929 3,850,929
35,987,656 - - 35,987,656
- - 12,501 12,501
368,994,469 - - 368994469
404,982,123 - 3,863,430 _408,845555
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14. PRINCIPAL RISKS AND UNCERTAINTIES (continued)

Weighted average
effective interest 1to3 Fixed Non interest

Company rate menths rate bearing Total
At 31 March 2010 Yo £ £ £ £
Assets

Investment 1n subsidiary - - - 12,501 12,501
Cash and cash equuvalents - 1 - - 1
Total assets 1 = 12,501 12,502
Liabilities

Non-interest bearing loans - - - 12,501 12.501
Total hiabilities = = 212,501 12,501

Weighted average
effective interest 1te3 Fixed Non interest

Company rate months rate bearng Total
At 31 March 2009 % £ £ £ £
Assets

Investment 1n subsidiary - - - 12,501 12,501
Cash and cash equivalents - 1 - - 1
Total assets 1 - _12,501 12,502
Liabulities

Non-interest bearing loans - - - 12,501 12,501
Total habihties - - 12,501 12,501

15. DERIVATIVE FINANCIAL INSTRUMENTS

The net fair values of derrvative financial instruments at the balance sheet date were

2010 2010 2009 2009
Group Company Group  Company
£ £ £ £
Interest rate swaps hability _36,607,746 - 35987656 _ -

On £170,907,800 (2009 £170,907,800) of the notional principal, the fixed rate payable by the Company 1s
4 95% and the floating rate receivable 1s 3 month LIBOR On £95,000,000 (2009 £95,000,000) of the
notional primeipal, the fixed rate payable by the Company 15 4 9315% and the floating rate recervable 1s 3
month LIBOR On £102,564,775 (2009 £103,087,398) of the notional principal, the fixed rate payable by
the Company 1s 5 1400% and the floating rate receivable 1s 3 month LIBOR

In accordance with IAS 39 ‘Financial instruments Recogmition and measurement’, the Group has reviewed
all contracts for embedded denivatives that are required to be separately accounted for 1f they do not meet
certain requirements set out mn the standard

The Group has the ability to redeem the floating rate notes mn full or part at their then principal amount
outstanding, together with interest accrued to the date of redemption, on any interest payment date The
Group effectively has a call option on the floating rate notes exercisable on certain dates The option
constitutes an embedded denvative, however, as this 15 closely related to the underlying host contract (the
floating rate notes) as set out in [AS 39, the option does not require separation A simular hybnd instrument
arises on the mortgage loan whereby the Group has effectively sold a put optien on the mortgage loan
exercisable on certam dates As this option 15 considered to be closely related to the underlying host
contract, 1t does not require separation
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16.

17.

18.

RELATED PARTY TRANSACTIONS

The Group 1s a special-purpose group controlled by 1ts Board of directors, which comprises three directors,
Wilmington Trust SP Services (London) Limited, Mr M H Filer and Mr J Traynor Mr M H Filer and Mr J
Fraynor are employees of Wilmngton Trust SP Services (London) Limted, and Mr M H Filer 1s also a
director of Wilmungton Trust SP Services (London) Limuted The Group pays a corporate service fee to
Wilmimngton Trust SP Services (London) Limited 1in connection with corporate services received The fees
payable to these directors for their services for the year ended 31 March 2010 amounted to £10,207 (2009
£9,742) At the end of the year, an amount of £4,016 (2009 £1,983) was outstanding and included within
current habilities trade and other payables

Dunng the year, accounting services amounting to £4,113 (2009 £4,025) were charged by Wilmington
Trust SP Services (London) Limited At 31 March 2010, an amount of £4,113 (2009 £4,025) was
outstanding and disclosed within current habilities trade and other payables

During the peniod ended 31 March 2006, Wilmungton Trust SP Services (London) Limited granted an
mterest-free loan to the Company for £12,501 At 31 March 2010 £12,501 (2009 £12,501) was still
outstanding and disclosed within ‘Non mterest-bearmg loans Other loans’

ULTIMATE PARENT UNDERTAKING

Deco 6 - UK Large Loan 2 Holding Limuted 1s a company registered in England and Wales

Wilmmngton Trust SP Services (London) Lumted holds the entire share capital m the Company under a
declaration of trust for chantable purposes The registered office of Wilmungton Trust SP Services 1s given
on page 1

The Group 1s the smallest and largest group into which the Company s consohdated

POST BALANCE SHEET EVENTS

There were no signmificant post balance sheet events to report
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