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Southern Pacific Financing 06-A plc

Directors’ report

The dwectors present thewr report and the audited financial statements for the vear ended
30 November 2007

Principal activities

The principal activity of the Company 15 the nvestment m mortgage loans secured by first and second
charges over properties within the United Kingdom

Business review

The profit and loss account for the year ended 30 November 2007 15 set out on page 8 Both the level of
business during the year and the financial position of the Companv at the year end were satisfactery

As required by Financial Reporting Standard No 26, the result for the year includes a farr value gain on
derivative financial instruments of £864,130 (2006 £1,962,124)

At the year end the mortgage balance was £297,606,639 At the December 2007 mterest payment date, the
company held the following mortgage loans

Pimcipal
balance Number
£ of loans
First mortgages 289,178,049 3,033
Total 289,178,049 3,033

These mortgages provide security agammst loan notes m 1ssue totalling £297,708,934 as at the
December 2007 nterest payment date The directors consider the morlgage loans to be adequate collateral
agamnst the loan notes n 1ssue

The mortgage loans generated a weighted average margin over funding costs of 1 06% during the year
The weighted average cost of funds for the year was 5 93% The directors consider there to be adequate
arrangements in place to hedge against future movements n cost of funds

The mortgage loans exhubited the following quarterly arrears profile

ol o2 03 o4
% % % %

Delinquencies days — (excluding repossessions)
Current 8553 84 18 8283 7913
»>30<= 60 545 567 605 772
>60<= 90 327 339 366 4 38
>90<= 120 194 184 2128 231
> 120 3 80 494 518 626
Total 100 00 100 00 100 00 100 00

At the March 2008 Interest Payment Date following vear end, the Company held £236,085,821 of
mortgages loans, 12 23% of the balance was greater than 9 months in arrears At the June 2008 Interest
Payment Date, the Company held £211,468,534 of mortgage loans, 14 62% was greater than 9 months 1in
arrears

The directors consider the level of arrears 10 be within expectations and have not made any adjustment to
the provisions recorded as al the year end




Southern Pacific Financing 06-A plc

Directors’ report

Business review (continued)

The performance of the mortgage loans durmg the year 10 30 November 2007 enabled deterred
consideration of £Nil (2006 £MNi]) to be paid to the holders of residual certificates

| Fair value

Note 18 discloses the fair values of the Company’s mortgage asset recervables and non recourse loan
notes lhe direclors note that as at 30 November 2007 the respective fair values of the mortgage asset
recervables and non recourse loan notes are less than the carrying values recorded m the balance sheet

| The directors believe that this 15 reasonable based on the global contraction of credit markets, the
challenges faced by the US sub prime mortgage scctor and the decline n market demand for mortgage
backed securities

The fair values are indicative of the amount, based on cahibrations to observed secondary traded UK prime
mortgage assets, for which the mortgage assets mght be sold, or the loan notes settled, between willing
parties 1 an arm’s length transaction although m reality no hqud secondary market exists for either the
mortgage assct recervable or the non recourse loan notes

The fair values disclosed do not necessarily represent the directors wiew of the current value of the
predicted future cash flows on either the mortgage asset recervables or non recourse loan notes

Dividend
The directors do not recommend the payment of a dividend for the year (2006 Nil)

Policy and practice on payment of creditors

The Company does not follow any stated code on payment practice It 15 the Company’s policy to agree
terms of payment with suppliers when agreeing the terms of each transaction and to abide by those terms
Standard terms provide for payment of all invoices wathin 30 days after the date of the invoice, except
where different terms have been agreed with the suppliers at the outset It 1s the pohcy of the Company to
abide by the agreed terms of payment There are no creditor days of supphers’ mvoices outstanding at the
year end (2006 Nil)

Directors

| The directors who held office duning the year were as follows

Capita Trust Corporate Services Limited
Caprita Trust Corporate Lumited
J G Vickers

Principal risks and uncertainties

Financial instrument risks

The financial instruments held by the Company comprise mortgages, borrowings, cash and vanous other
items (such as trade debtors, trade creditors ete) that anse directly from 1ts operations

The Company enters into derivative transactions where necessary (principally interest rate swaps) to
manage 11s exposure to mterest rate risk

It 15, and has been throughout the year under review, the Company's policy that no trading 1n financial
mstruments shall be undertaken

| The main nshs ansing from the Company’s financial nstruments are credit nsh, mnterest rate rish and
liquidity nsk ‘The directors review and agree policies for managing each of these risks and they are
summarised below




Directors’ report

Principal nsks and uncertainties (continued)

Credit risk

Credit nisk 1s the rish that borrowers will not be able to meet thewr obligations as they fall due All
mortgages purchased by the Company during the vear were required to adhere to specific lending critena
The ongomg credit risk of the mortgage portfolio (and particularly in respect of accounts i arrears) 15
closely monitored by the directors

Interest rate risk

Interest rate rish exists where assets and habihties have interest rates set under different bases or which
reset at different imes The Company minimuses 1ts exposure to interest rate risk by ensuring that the
mterest rate characteristics of 1ts assets and habihities are sinmlar

Liquidity risks

The Company's policy 1s to manage hquidity nsh by matching the timmg of the cash receipts from
mortgage assets with those of the cash payments due on the loan notes In addition the Company holds a
muimimumn cash balance to manage short term hiquidity requirements

Disclosure of Information to the auditors

So far as each person who was a director at the date of approving thus report 1s aware, there 1s no relevant
audit information, being mformation needed by the auditor i connection with preparing its report, of
which the auditor 1s unaware Having made enqunes of fellow directors and the group’s auditor, each
director has taken all the steps that he/she 1s obliged to take as a director i order to make himself/herself
aware of any relevant audit information and to establish that the auditor ts aware of that information

Auditors

A resolution to reappoint Ernst & Young LLP as auditors will be put to the members at the Annual
General Meeting

Approved by the board of directors and signed on behalf of the board

oS T

Capita Trust Corporate Services Limited
Director)

D1rector(

Date

15 JUL 2008
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Statement of directors’ responsibilities in respect of the
financial statements

The directors are responsible for preparing the annual report and financial statements in 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 m accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and apphicable law)
The financial statements are required by law 1o 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 prepanng these financial statements,
the directors are required to

e select smtable accounting policies and then apply them consistently,
*  make judgements and estimates that are reasonable and prudent,

+  prepare the financial statements on the going concern basis unless it 1s mappropriate to presume that
the Companv wll continue n busmess, and

»  state whether applicable accounting standards have been followed, subject to any matenal departures
disclosed and explamed in the finaneial statements

The directors are responstble for keeping proper accounting records that disclose with reasonable aceuracy
at any ume the financial position of the Company and to enable them to ensure that the financial
statements comply with the Companies Act 1985 They are also responsible for safeguarding the assets of
the Company and hence for taking reasonable steps for the prevention and detection of fraud and other
wregularities
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Independent auditors’ report

to the members of Southem Pacific Financing 06-A plc

W have audited the companv s financial statements for the year ended 30 November 2007 which
comprisc the Profit and Loss Accounl, the Balance Sheet and the related notes 1 to 20 These financial
statements have been prepared under the accounting policies set out theremn

This report 15 made solely to the companv's members, as a body, 1n accordance with Section 235 of the
Compames Act 1985 Our audit worh has been undertaken so that we might state to the company's
members those malters we are required to state to them mn an aeditors’ 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, tor our audit work, for this report, or for the opinions we
have formed

Respective responsibilities of directors and auditors

The directors’ respenstbilities for preparing the Annual Report and the financial statements i accordance
with apphicable Umited Kingdom law and Accounting Standards (United Kingdom Generally Accepted
Accounting Practtce) are set out in the Statement of Directors’ Responsibilities

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

We report to you our opimion as to whether the financial statements give a true and farr view and are
properly prepared in accordance with the Companies Act 1985 We also report to you whether in our
opiien the intormation given in the directors' report 1s consistent with the financial statements

In addition we report to you 1if, in our opinion, the company has not kept proper accounting records, 1f we
have not recerved alt the information and explanations we require for our audst, or 1f information specified
by law regarding directers’ remuncration and other transactions 1s not disclosed

We read the directors’ report and constder the imphications for our report 1f we become aware of any
apparent misstatements within 1t

Basis of audit opinion

We conducted our audit 1n accordance with International Standards on Auditing (UK and Ireland) 1ssued
by the Audiing Practices Board An audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures 1n the financial statements [t also includes an assessment of the sigmficant
estimates and judgements made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the company's circumstances, consistently applied and
adequately disclosed

We planned and performed our audit so as to obtain all the information and exaplanations which we
considered necessary in order to provide us with suflicient evidence to give reasonable assurance that the
financial statements are free from matenal musstatement, whether caused by fraud or other iregulanty or
error In forming our opimon we also evaluated the overall adequacy of the presentation of information n
the financial statements
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Independent auditors’ report

to the members of Southern Pacific Financing 06-A plc (continued)

Cpinion

In our opinion

e the financial statements give a true and fawr view, in accordance with United Kingdom Generallv
Accepted Accounting Practice, ol the state of the company's affairs as at 30 November 2007 and of
its profit for the year then ended

[ o the financial statements have been properly prepared m accordance with the Compantes Act 1985
and

the information given n the directors’ report 15 consistent with the financial statements

Z'nf/ e

Ernst & Young LLLP
Registered Auditor
London

Date 25 /hé 2008
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Profit and loss account
for the year ended 30 November 2007

Year ended Period ended
30 November 30 November

2007 2006

Noles £6000 £000

Interest recervable and similar income 2 25,845 22,219
Interest payable and similar charges 3 (19,773) (20,120)

Net interest receivable 6,072 2,099

Net fair value gamn on derivatives 864 1,962

Other operatuig income 4 1,075 1,272

Total operating income 8,011 5,333
Operating expenses (6,449) (517

Profit on ordinary activities before taxation 5 1,562 4.816
Tax on profit on ordmary activities 6 (360) (913)

Profit on ordmnary activities after taxation 16 1,202 3.901

The profit for the year was derived from continuing operations

There were no recogmised gans or losses other than the profit for the year, accordmngly no statement of
recogmsed gans and losses 1s given

The notes on pages 10 to 19 form part of these financial statements
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Balance sheet
at 30 November 2007

2007 2006
Notes £000 £006
Current assets
Debtors
Amounts falling due after one year 11 251,639 392,395
Amounts falling due within one year 12 9,883 11,259
Cash at bank and in hand 35,246 22,598
336,738 426,252
Creditors amounts falling due within one year 13 (7,836) (6,849)
Net current assets 328,952 419,403
i
| Creditors amounts falling due after one year 14 (323,836) (415,489)
Net assets 5,116 3,914
Capntal and reserves
Called up share captal 15 13 13
Profit and loss account 16 5,103 3,901
Shareholiders’ funds 17 5,116 3,914

The notes on pages 10 to 19 form part of these financial statements

These financial statements were approved by the board of directors and were signed on its behalf by

DirectorCapita Trust Corporate Services Limited
(Director)

75 JUL 2008
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Notes to the financial statements
at 30 November 2007

Accounting policies

The following accountng policies have been applied consistently in deahng with nems which are
considered material 1n relation to the Company’s financial statements

Basis of preparation

The financial statements have been prepared m accordance with appheable accountng standards and
under the historical cost conventlon The financial statements have been prepared on a going concern
basis Certain balances in the 2006 comparatives have been reclassified to be consistent with current year
presentation

Income recognition

Interest mcome on mortgage loan assets 1s recogmsed i the Profit and Loss account on an Eftective
Interest Rate (EIR) basts The EIR recognises revenue equivalent to the rate that effectively discounts
estimated future cash flows throughout the esumated hfe to the net carrying value of the loan

Mortgage loans

Mortgage loans are valued on the amortised cost basis using the effective interest rate method less
provisien made to reduce the value of the loans to ther estimated recoverable amount Provisions are
made against mortgages when m the opinton of the directors, credit nisk or economie risk make recovery
doubtful A loan premum 1s recogmsed where mortgages are acquired at amounts 1n excess of the amount
recoverable from customers This loan premium is amorused over the expected hfe of the mortgages

Provisions

Specific provisions for losses on loans and advances to customers are made throughout the year and at the
year-end on a case by case basis (calculated with reference to the probability of the loan defaulung and the
value of the secunty held against the loan) The specific provision for properties in possession 1s based on
the balance outstanding less a discounted valuation of the secunity held (with adjusuments for expenses of
sale)

A provision for losses 1s made for the collective nsk of default by cusiomers, which 1s inherent n a
morigage portfolio, on balances excluding those n arrears and possession provided for specifically

Turbo notes

Gross cash receipts recerved by the Company on the 1ssue of Turbo Notes are funded to Southern Pacific
Mortgage Lumted The cost of this funding 1s capitahsed by the Company and amortised over the
expected repayment period of the Class DT¢ Notes mentioned in Note 14

Taxation

The charge for taxation 1s based on the profit for the year and takes into account taxation deferred because
of irmng differences between the treatment of certamn tems for taxation and accountng purposes

Deferred tax 1s recognised in respect of all iming differences that have onigmated but not reversed at the
balance sheet date where transactions or events have occurred at that date will result n an obligation to
pay more, or a right to pay less tax with the following exceptions

Deferred tax assets are recogmised only to the extent that the directors constder 1t 1s more hikely than not
that there will be suitable taxable profits from which the future reversal of the underlying timing
differences can be deducted Deferred tax 1s measured on an undiscounted basis at the tax rates that are
expected to apply m years in which uming differences reverse, based on tax rates and laws enacted or
substantively enacted at the balance sheet date

10
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Notes to the financial statements
at 30 November 2007

Accounting policies (continued)
Derivatives

The Company use derivative financial instrurnents 1o hedge 115 exposure 10 interest rate and curency nsh
ansing from operational, financing and mvestment activiies The Company does not hold or 1ssue
derrvative financial mstruments for trading purposes However, derivatives that do not quabfy for hedge
accounuing are accounted for as trading instruments

I'nancial Reporung Standard No 26 requures all denvative financial instruments to be recognised imitially
at farr value on the balance sheet Subsequent 10 nrual recogmtion, dervatives are remeasured to fair
value Where the value of the derivative 1s positive, 1t 1s carned as a derivative asset and, where negative,
as a derivative habihty The gam or loss on remeasurement to fair value 1s recogmsed immediately 1n the
profit and loss account The fair value of the mterest rate swaps 1s the esimated amount that the Company
would receive or pay to turminate the swap at the balance sheet date

Interest rate caps

Interest rate caps have been entered into, 1n order to manage the company’s interest rate risk in relation to
fixed rate mortgage loans The derivative contracts match the expected profile of the nun-off of the fixed
rate loans

Deferred consideration

Deferred consideration represents further amounts payable to the holders of the residual ceruficates on the
acquisibon of mortgages from Southemn Pacific Mortgage Limited The payment of these amounts 15
conditional on the performance of the acquired mortgages

Under the terms of the securiisation the Company eams an annual profit in an amount equal to 0 01 per
cent of the aggregate balances of the loans in the mortgage pool  This 1s reflected 1n the profit and loss
before any movements on far value gains and losses on derivatves and Effecuve Interest Rate
adjusuments, as deferred consideration expense or income

Profits in excess of 0 01 per cent acerue to the holder of the ressdual certificates  Accordingly a creditor
for amounts payable to the holder of the residual ceruficates for this residual nterest has been recognised
at year end, however where a deblor and income has been recognised, it 1s expected that the Company wall
recoup the losses towards the end of the deal

Issue costs

Imuial 1ssue costs mcurred m arranging funding facilines are amortised over the hfe of the facility
Unamortised titial 1ssue costs are deducted from the associated habihty 1n accordance with Financial
Reporting Standard No 26 and costs amortised 1n the year are included m mterest payable

Related party transactions

The Company has taken advantage of the exemption conferred by paragraph 3 (d} of Financial Reporting
Standard No 8, not to disclose transactions with related parties since the Company 1s 100% owned by
Southern Pacific Financing 06-A Parent Limited and is included in 1ts consolhidated financial statements
which are publicly available

Cash flow statement

Under Financial Reporting Standard No | (Rewised), the Company 1s exempt from the requirement to
prepare a cash flow statement on the grounds that a parent undertaking includes the Company 1n 1ts own
published consohidated financial statements

Turnover

The Company’s income and trade are wholly within the UK and within a single market sector and
therefore no segmental analysis has been presented

1




Notes to the financial statements
at 30 November 2007

Interest recervable and similar income

On mortgage loans
Other interest

Interest payable and similar charges

Mortgage bached loan notes
Amortisauon of capitahised 1ssue costs

Other operating iIncome

Redemption administration fees
Sundry fee income
Other operating mcome

Profit on ordinary activities before taxation

This 15 stated afier charging/(crediting)

Auditors’ remuneration — for audit services
Provision for mortgage losses

Deferred consideration

Amortisation - turbo notes

Amortuisaton prermum

Bad debts incurred on mortgage loans

Year ended
3 November
2007

£000

23,646
2,199

25,845

Year ended
30 Novemiber
2007

£000

19,301
472

19,773

Year ended
30 November
2007

£000

180
454
441

1,075

Year ended

30 November
2007
£000

8
1,071
1,419

967
125
871

Period ended
30 November
2006
L£000

21,750
469

22219

Period ended
30 November
2006
£000

16,771
3,349

20,120

Period ended
30 November
2006
£000

1,191
81

1,272

Period ended

30 Noveniber
2006
£000

8
1,721
(1,646)
2,895

121

12




Southern Pacific Financing 06-A plc

Notes to the financial statements
at 30 November 2007

Tax on profit on ordinary activities

{a)  Analysis of tax charge i the vear

Year ended

30 November
2007
L0600
Current fax
UK corporation tax on profits mn the year 7
Total current tax (note 6(b)) 7
Deferred tax
Origination and reversal of iming diflerences 305
Effect of rate charge on opeming hability 48
Total deferred tax charge (note 19) 353
Tax on profit on ordinary activities 360

(b) Factors alfecting the tax charge in the year

Period ended
30 November
2006
L0060

6

6

909

909

915

The tax assessed for the year 1s igher than the standard rate for current corporation tax applicable to

small companies in the UK of 20% (2006 19%) The differences are explained below

Year endled
30 November
2007
£000
Profit on ordinary activities before ta 1,562
Profit on ordinary activities multuplied by the UK
small companies rate of 20% (2006 19%) 312
Effects of
Short-term tuning differences (note 19) (305)
Total current tax (note 6{a)) 7

Information regarding directors and employees

Period ended
30 November
2006
£000

4,816

915
(509)

6I

The Company has no employees (2006 None) The directors received no remuneration from the

Company during the year (2006 £INil)

13
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Notes to the financial statements
at 30 November 2007

Mortgage loans — net balances

At 1 December 2006
Net movemnent n the year

At 30 November 2007

VWortgage loss

Mortgage  provision Total
£000 £000 L0060
397,600 (1,721) 395,879
{99,994) (1,07 (101,063)
297,606 (2,792) 294 814

Mortgage loans of £294, 814,000 (2006 £395,879,000) are held as secunity agamst the loan notes referred

{o in note 14

The current mortgage loans n the pool have loan periods of between 33 to 397 months remaming with

current interest rates ranging from 3 87% to 8 74% per annum

Mortgage loans - unamortised premium

Premwm on acquisiion
Amortisation m the vear

At end of year

Turbo notes

At beginning of the year
Amortisation m the year

At end of the year

Debtors amounts fallng due after one year

Mortgage loans
Net balances (note 8)

Unamortised acquisition premum (note 9)
Derivative financial instruments

2007 2006
£000 £000
472 593
(125) (121)
347 472
2007 2006
£000 £000
967 3,862
(967) (2,895)

- 967

2007 2006
£000 £000
288,622 390,083
211 350
2,826 1,962
291,659 392,395

14
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12.

13.

14.

Notes to the financial statements

at 30 November 2007

Debtors: amounts falling due within one year

Mortgage loans
Net balances (note 8)
Unamertised prermum (note 93
Turbo notes (note 10)
Prepayments and accrued ncome
Other debtors
Deferred consideration

Creditors: amounts falling due within one year

Corporate tax

Amounts owed to related parties
Accruals and deferred income
Deferred tax (note 19)

Other creditors

Creditors: amounts falling due after one year

Class A Mortgage backed floating rate notes due 2044
Class B Mortgage backed floating rate notes due 2044
Class C Mortgage backed floating rate notes due 2044
Class DI Mortgage backed floating rate notes due 2044
Class DTc Mortgage backed floating rate notes due 2044
Class E Mortgage backed floating rate notes due 2044
Class F Mortgage backed floating rate notes due 2044

Less Issue costs

All amounts falling due after one year fall due after five years

2007 2006
£000 £000
6,192 5,796
136 122
- 967
3,306 2,148
22 580
227 1,646
9,883 11,259
2007 2006
£000 £000
13 6
1,154 650
5,405 5,284
1,262 909
2 -
7,836 6,849
2007 2006
£000 £000
269,553 359,653
14,700 14,700
19,110 19,110
9,450 9,450
- 2,140
3,780 3,780
8,534 8,438
325,127 417,271
(1,291) (1,782)
323,836 415,489

With the exception of mortgage backed loan notes due 2044 Class DTc £Nil (2006 £2 14m), the
remaiming morigage backed floaung rate notes due 2044 are secured over a portfolio of mortgage loans
secured by first and second charges over residential properties in the United Kingdom

The mortgages were purchased from Southern Pacific Mortgage Linuted The mortgages are admimstered
by Capstone Mortgage Services Limited on behalf of Southern Pacific Financing 06-A ple

15
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Southern Pacific Financing 06-A plc

Notes to the financial statements
at 30 November 2007

Creditors: amounts falling due after one year (contnued)

The mortgage bached floating rate notes are subject to mandatory redemplion in part at each interest
payment date m an amount equal 1o the principal received or recovered in respect of the mortgages If not
otherwise redeemed or purchased and cancelled, the notes will be redeemed at ther principal amount

outstanding on the interest payment date falhing in December 2044

Interest on the notes 1s payable quarterly 1n arrears at the following annual rates for three meonth deposits

Class A notes Sterhng LIBOR +0 16%
Class B notes Sterhng LIBOR + 0 26%
Class C notes Sterling LIBOR + 0 45%
Class D1 notes Sterhng LIBOR + 0 85%
Class DTc notes Sterhng LIBOR + 0 75%
Class E notes Sterhing LIBOR + 3 30%
Class F notes Sterhing LIBOR + 0 00%

Called up share capital

2007 2006
£ £
Authorised

Ordmnary shares of £1 each 50,000 50,000

Alffotted and called up
2 shares 100% called and fully paxd 2 2
49,998 shares 25% called and partiatly paid 12,500 12,500
12,502 12,502

£2 of share capital was 1ssued on incorporation on 29 September 2005 and settled for cash on

29 September 2005
Profit and loss account
2007 2006
£000 £000
Retained profit brought forward 3,901 -
Profit for the year 1,202 3,901
Retained profit camed forward 5,103 3,901
Reconciliation of movement in shareholders’ funds
2007 2006
£000 £000
Openmg shareholders’ funds 3,914 -
Issue of ordinary share caprtal - 13
Retained profit for the year 1,202 3,901
Closing shareholders” funds 5,116 3914

16
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Notes to the financial statements
at 30 November 2007

18 Dernivatives and other financial instruments

As explamed on page 3 the Company uscs financial mstruments in 1ts normal course of business The
following analvsis gives an mdication of the significance of these nstruments to the Company

(a) Interest rate risk profile of financial habilities as at 30 November

Weighted
Weighted average
I Total Total average time for
Variable Sived tnterest  which rate
Total rate rate rate is fived
£000 £000 £000 % Years
| 2007
! Interest rate profile 325,127 325,127 - - -
2006
Interest rate profile 417271 417,271 - - -
All financial habihittes are denomunated 1n pounds sterling
{9)] Interest rate nisk profile of financial assets as at 30 November
Weighted
Werghted average
Total Total average time for
Variable Sixed interest  which rate
Total rate rate rate 15 fixed
£000 £000 £000 % Years
2007
Interest rate profile 335,678 111,854 223,824 615 050
2006
Interest rate profile 424367 148,013 276,354 614 15

All financial assets are denommated in pounds sterling

The Company also has certan financial nstruments ncheded with debtors (note 11 and 12) and creditors
{note 13 and 14) which are not subject 1o interest rate nisk as they bear no interest

The rates of interest receivable and payable on vanable rate financial mstruments, with the exception of
the mortgage bached loan notes, are set with reference to the London Interbank Offer Rate The rates of
mterest payable on the mortgage backed loan notes are set as detajled in note 14

|
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Southern Pacific Financing 06-A plic

Notes to the financial statements
at 30 November 2007

Derivatives and other financial instruments (continued)

() Fair value of financtal instruments

Book value  Feur value  Book value  Fair value

2007 2007 2006 2006
£000 L0600 £000 £000
On balance sheet
Mortgage loans 297,607 284,702 397,600 397,600
Cash and deposits 35,246 35,246 22,598 22,598
Morigage backed loan notes (325,127 (317,729) 417,271y  (417.271)
Derivative financial instruments 2,826 2,826 1,962 1,962

Ihe directors have considered the fairr values of the Company’s main financial mstruments which are
mortgage loan receivables and non recourse loan notes

As no hquid secondary market exists for exther the mortgage loan recervables or non recourse loan notes,
the directors have ascribed an approsimate tair value based on an internal model that 1s used to value non-
securitised mortgage loan receivables

In previous years the directors have considered that the carrying amount of the mortgage loan receivables
measured at amortised cost using the effective interest rate less any impawment, and lzmited recourse loan
notes approximate to therr fair values

The Company uses interest rate caps in certam circumstances to hedge against movement m mterest rates
At 30 November 2007 the notional value of the caps held was £333,692,769 (2006 £340,698,608) and the
posttive fair value was £2,826,254 (2006 £1,962,124)

Deferred taxation

2007 2006

£000 £000
Liabihty at start of year (909 -
Deferred tax charge duning the year (note 6) (353) (909
Liabihity at the end of the year (1,262) (909

Full provision 15 made for deferred tax habihties arising as a result of Financial Reporting Standard No
26 adjustments

Deferred taxation has been recognised at 20% being the UK small compamies corporation tax rate at the
balance sheet date
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Southern Pacific Financing 06-A plc

Notes to the financial statements
at 30 November 2007

Deferred taxation {continued)

As ol 1 April 2008 the UK corporauon tax rate mncreased to 21%  The impact of the rate charge on the
deferred tax hability expected to reverse n greater than one vear would be an increase of £63,130

2007 2006

£000 £000
Effect of Financial Reportng Standard No 26 adjustment for CIR ©97) (536)
Effect of I'nancial Reporting Standard No 26 adjustment for Derivatives (565) (373
Total deferred tax habihity recognised at 19% - (909)
Total deferred tax hability recogmised at 20% (1,262) -
Total deferred tax hability recogrused at 21% (1 326) (937)
Infference (64) (48)

Parent undertaking and control

[ he Company 1s conirolled by its parent undertaking, Southern Pacific Fimancing 06-A Parent Limited,
which 15 registered and operates in the United Kingdom e

The enure 1ssued share capital of Southern Paclﬁc Parent Limted 15 held by a Trustee
under the terms of a trust primanly for the benefit of the creditors of the Company or, 1f none, for the
benefit of the holders of notes issued by Southern Pacific Financmg 06-A ple, and vlumately for
chanitable purposes
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