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Strategic report

The directors present their strategic report for Alba 2007-1 PLC (the “Company”) for the year ended
31 December 2023.

Overview of the Company

The Company was incorporated in England and Wales on 13 October 2006, as Zestcroft PLC and
changed its name to Alba 2007-1 PLC on 26 February 2007.

On 15 June 2007 the Company issued a prospectus (the “Prospectus”) to issue floating rate notes
(“Notes”), which are listed on the Irish Stock Exchange, trading as Euronext Dublin, in order to
acquire portfolios of sub-prime mortgages (the “Mortgage Portfolio”) as part of a securitisation
transaction. The Company raised £980,904k through the Note issue. The Notes have a final maturity
date of 17 March 2039. Under the terms of the securitisation transaction the Mortgage Portfolio is
serviced by Homeloan Management Limited (the “Servicer”).

Principal activities

The principal activity of the Company was to use the proceeds of the Notes to acquire portfolios of
residential mortgages and enter into all financial arrangements in connection with the securitisation
transaction. Currently the Company collects mortgage interest to service the Notes through the
Servicer.

Business review

During the year, the Company performed in accordance with its obligations under the securitisation
transaction documents. In the current year the Company repaid £15,290k (2022: £22,827k) of its
class A3 notes (being 5.68% (2022: 8.49%) of the issued notes in that class), redeemed £6,898k
(2022: £10,297k) of its class B notes (being 6.52% (2022: 9.73%) of the issued notes in that class,
redeemed £3,606k (2022: £5,381k) of its class C notes (being 6.52% (2022: 9.73%) of the issued
notes in that class), redeemed £2,250k (2022: £3,357k) of its class D notes (being 6.52% (2022:
9.73%)of the issued notes in that class), redeemed £1,552k (2022: £2,316k) of its class E notes (being
6.52% (2022: 9.73%) of the issued notes in that class and redeemed £1,330k (2022: £1,985k) of its
class F notes (being 6.52% (2022: 9.73%) of the issued notes in that class). Prior year redemptions
are disclosed by the Company in the year that they occurred.

With the cessation of LIBOR, the Company has been working with the transaction parties and
advisors to move to a new reference rate for calculating the interest on the Notes. As such the
Company launched separate consent solicitation memoranda for the underlying interest reference rate
for the Notes to be changed from LIBOR to Compounded Daily SONIA with an additional spread
adjustment of 0.1193% on top of the existing Note interest margin. This required amendments to the
transaction documentation, including the swaps, and came into effect from the IPD falling on 17
March 2022.

The underlying mortgages have been moved to a synthetic LIBOR rate by the Servicer following
guidance provided by the Financial Conduct Authority.

There were no new issues of Notes during the year ended 31 December 2023 or post-year end up to
the date of this report.

The directors consider the financial position of the Company to be satisfactory.
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Strategic report (continued)

Results

The results for the year to 31 December 2023 are set out on page 13.

Durmg the year the Company made a profit of £3,464k (2022: £2,252k profit), including a derivative
fair value gain of £110k (2022: £271k gain) and a decrease in mortgage impairment charges of £201k
{2022: decrease in charge of £91k).

Key performance indicators (KPIs)

Financial KPIs - the directors monitor the actual receipts and payments of interest to and by the
Company through the bank statements and measure these against schedules and forecasts prepared
by the servicers of the mortgage pools, in accordance with the transaction documents. Detailed
information about the performance of the Mortgage Portfolio is contained in the quarterly investor
reports that contain a range of data on the performance of the mortgage portfolio. As presented in the
18 March 2024 investor report (comparative 17 March 2023), the KPIs of the portfolio include:

- the percentage of the pool greater than 3 months in arrears was 10.05% (2022:
3.48%);

- the weighted average current loan to value (by original value) was 83.24% (2022:

_ 82.53%),

- the average loan size was £1 18 125 (2022: £119,257);

- the weighted average interest rate was 7.4% (2022: 5.51%).

Non-financial KPIs — as a securitisation transaction, ‘the key performance indicators used by
management are predominantly consideration of whether there have been any breaches of the
transaction documents. The directors do not believe that there have been any breaches during the
year.

Going concern

The Going Concern is disclosed in the Directors report on page 5.

Principal risks and uncertainties

The principal financial risks faced by the Company are credit, interest and liquidity risks. These
include the correct and timely receipts of interest and principal on the mortgage loans. Further details
about these risks and the steps that are taken to manage them are set out at note 18 to the financial
statements. Impairment provisions are recorded on loans in arrears where the value of the loan in
arrears is in excess of the estimated forced sale value of the underlying property held as security based
on the probability of the loan going to repossession. More information, including about forbearance,
is included in Note 1.

The Company has been structured to withstand extreme liquidity stresses. There are a variety of
liquidity mechanisms, which can be used for support and protection, including liquidity facility and
a reserve fund. :

The liquidity facility is a revolving drawdown facility renewable every 364 days and can be used for
revenue shortfall in the waterfall on the interest payment date (IPD). ’

The reserve fund of £9,904k (2022: £9,904k) is in place to make good certain shortfalls in the funds
available to meet the senior payments, including shortfalls of interest payable on the Notes and
principal deficiencies.
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Strategic report (continued)

Internal controls, risk profile and risk management

The directors have overall responsibility for the Company’s internal control system which
encompasses business, operational and compliance risks in relation to the securitisation transaction
entered into by the Company. The principal risks faced by the Company are set out in the following
paragraphs, and expanded upon at Note 17, including a description of how those risks are managed.

Derivatives and other financial instruments

The Company’s financial instruments, other than derivatives and fixed and variable rate mortgages,
comprise the Notes and cash and other liquid resources. The financial instruments provide the
Company’s working capital. Further details are set out in note 18 to the accounts.

Future developments

The Company was established solely to establish a Note Issuance Programme to issue loan notes to
acquire residential mortgage portfolios originated in the UK. The Company will continue to operate
until all Notes have been fully redeemed. No changes in future activities are envisaged and there are
no plans to issue any further Series of Notes other than those already in existence.

World events including conflicts in Russia/Ukraine and Israel/Gaza have affected the global
economic markets and is exacerbating ongoing economic challenges, including inflation, rising
interest rates, cost of living and global supply chain disruption. Concerted efforts by central banks
and governments around the world have so far tamed the impact of the crisis.

While the extent and duration of the effect of this economic uncertainty remains unclear, there is a
risk of financial instability for the Company - for example a detrimental effect on the UK economy
may ultimately impact the borrowers’ ability to repay the Mortgage Loans, or on the Mortgage
Servicer’s ability to continue to effectively service the Mortgage Loans.

Due to the inherent nature of the entity, the Notes are limited recourse and are only paid down when
cash is received and movements in the underlying interest rates are predominantly mitigated by the
financial derivatives. For this reason directors are of the opinion that the entity continues to be a going
concern for the foreseeable future. This is further supported by the cash reserve held and the liquidity
facilities held by the entity. As at the report date there has been no material impact from these
macroeconomic factors on the Company’s financial performance or cash flows.

The directors do not expect there to be any change in the activities of the Company in the foreseeable
future.

Capital management

The company is not subject to any external capital requirements except for the minimum requirement
under the Companies Act 2006. The Company has not breached the minimum requirement.
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Strategic report (continued)

Section 172(1) of the companies Act 2006

As a special purpose vehicle the governance structure of the Company is such that the key policies
have been predetermined at the time the Company issued the bonds which are listed on the Irish Stock
Exchange, trading as Euronext Dublin. The Directors have had regards to the matters set out in section
172(1) of the Companies Act 2006 as follows:

a)

b)

c)
d)

g)

the transaction documents, which cannot be changed without bondholder consent, have been
formulated to achieve the Company's purpose and business objectives, safeguard the assets
and promote the success of the Company with a long term view and as disclosed in note 1:
the transaction documents only allow the Company to retain a minimal profit and due to the
limited recourse nature of the structure, the returns to bond holders are limited by the
cashflows received;

the company has no employees;

the Company is a securitisation vehicle and therefore a key stakeholder are the bondholders.
The transaction documents determine the nature and quality of assets that can be securitized
and how the cash flows from securitised assets are distributed. Relationships are also fostered
with suppliers and others via professional third parties who have been assigned operational
roles with their roles strictly governed by the transaction documents and fee arrangements
agreed in advance. The Company has no customers;

as a securitisation vehicle the Company has no physical presence or operations and
accordingly has minimal impact on the community and the environment;

the Company maintains a reputation for high standards of business conduct via professional
third parties who have contracted with the Company to provide specific operational roles.
Fee arrangements have been agreed in advance and supplier invoices paid strictly in

. accordance with the transaction documents including a priority of payments if apphcable

and
the Company has a sole member The Law Debenture lntermedrary Corporatlon and entire
issued share capital on a discretionary trust basis.

By order of the board,

Mark Filer

for and on behalf of L.D.C. Securitisation Director No.3 Limited

Director
11 June 2024 -
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Directors’ report

The directors present their directors’ report and audited financial statements of the Company for the
year ended 31 December 2023.

Directors

The directors who held office during the year and up to the date of this report were:
e L.D.C. Securitisation Director No.3 Limited
e L.D.C. Securitisation Director No.4 Limited
e Mark Filer

The directors are not subject to retirement by rotation.

Directors’ interests

During the year none (2022: none) of the directors held beneficial interests in the shares of the
Company.

Going concern

Key factors in determining going concern include cash flows, loan losses and loan loss impairment
provisions. The repayment of Notes issued by the Company is solely dependent on the performance
of the pool of mortgages acquired. Specifically, if mortgages in arrears and expected losses on
repossession increase, there may be less cash available to pay Noteholders. The legal structure of the
Notes means that the Company is only required to pay out funds to the extent that it has received
them from mortgage holders in a strict order of priority under the Cash Waterfall set out in the
transaction documents. A funding deficit may occur should the available cash be insufficient to pay
all of the items in the waterfall.

The Company has a liquidity facility which it may drawdown on to fund temporary cash flow
shortfalls to allow certain amounts under items of the Pre-Enforcement Interest Priority of Payments
(the ““Senior Payments’”) of the Cash Waterfall to be paid. Drawings under the Liquidity Facility are
of a revolving nature and are repayable in full on the IPD following the date of such drawing. To
provide limited coverage for shortfalls in paying the Senior Payments, the transaction documents
required the Company to establish a reserve fund. The size of the reserve fund may reduce over time
as the Notes are repaid if certain conditions are met.

On the date the Notes reach contractual maturity, or an early termination trigger event has occurred,
any remaining balance in the reserve fund will be released and used in the cash flows to repay the
amounts outstanding. At that time, this might lead to a principal deficiency if there are insufficient
cash flows or reserve funds to pay Noteholders and other secured creditors at that time. The trigger
events are monitored for the Company by its agents and to the best knowledge of the directors, no
such trigger events have occurred during 2023 or to the date of this report. .

The Servicers, on behalf of the Company, continue to monitor the impacts, of the global economic
disruption which has the potential to impact on the cash flows as some customers may not be able to
meet contractual payments as they fall due. The Servicers are following the guidance provided by the
FCA in relation to forbearance.

In assessing the impact of risk, the directors considered the potential available cash and the Waterfalls
within the transaction documents. The liquidity facility and cash reserve fund can be used to mitigate
the effect of economic downturns and help in settlement of the Company’s liabilities as they fall due
in accordance with the transaction documents.



ALBA 2007-1 PLC Registered Number: 5965813
Directors’ report (continued)

Going concern (continued)

The directors believe that these factors should enable the Company to continue to trade normally and
that, notwithstanding any deterioration that might arise in the housing market or in the general
economy within the next 12 months, the Company should be able to meet the payments required
under the transaction Cash Waterfalls falling due for payment over the next 12 months based on
current expectations of the performance of the Mortgage Portfolio. Should the cash-flows be
insufficient the Company may default on any Note payments due. In such circumstances and in
accordance with the transaction documents, the Security Trustee may choose to dispose of the
Company’s assets and, potentially, wind up the Company.

Due to the nature of the Company the Directors are of the opinion that climate change has a negligible
impact on the Company.

Having reviewed these factors, and taking into account current market conditions, in the opinion of
the directors, the Company remains a going concern and the financial statements have been prepared
on this basis.

Proposed dividend
The directors do not recommend the payment of a dividend (2022: £Nil).

Political and charitable donations
The Company made no political or charitable donations during the year (2022: £Nil).

Corporate governance :

As more fully described in the section.172(1) statement in the strategic report, the directors have been
charged with governance in accordance with the transaction documents describing the structure and
operation of the transaction. The governance structure of the Company is such that the key policies
have been predetermined at the time of issuance and the operational roles have been assigned to third
parties with their roles strictly governed by the transaction documents. The transaction documents
provide for procedures that have been designed for safeguarding assets against unauthorised use or
disposition, for maintaining proper accounting records, and for the reliability and usefulness of
financial information used within the business or for publication. Such procedures are designed to
manage rather than eliminate the risk of failure to achieve business objectives whilst enabling them
to comply with the regulatory obligations. Due to the nature of the securities which have been issued
on the Euronext Dublin (formerly known as the Irish Stock Exchange), the directors are satisfied that
there is no requirement to publish a corporate governance.statement and that the Company is largely
exempt from the disclosure requireménts of The Irish Corporate Governance Annex and the
provisions of the UK Corporate Governance Code.

Share capital
The issued share capital consists of £12,502 comprising 49,998 quarter paid and 2 fully paid ordinary
shares of£l each.

Thlrd party indemnities

Qualifying third party indemnity provisions for the benefit of the directors were in force during the
year under review and remain in force as at the date of approval of the annual reports and financial
statements.

Company secretary
Law Debenture Corporate Services Ltd served as the company secretary during the year and
subsequently
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Directors’ report (continued)

Auditor
The auditors, Ecovis Wingrave Yeats LLP, will be proposed for reappointment in accordance with
section 485 of the Companies Act 2006.

Disclosure of information to the auditor .

The directors who held office at the date of approval of this directors’ report confirm that, apart from
the above Coronavirus pandemic disclosure, so far as they are each aware, there is no relevant audit
information of which the Company’s auditor is unaware; and each director has taken all the steps that
he/she ought to have taken as a director to make himself/herself aware of any relevant audit
information and to establish that the Company’s auditor is aware of that information.

By order of the board,

Mark Filer

for and on behalf of L.D.C. Securitisation Director No.3 Limited
Director
11 June 2024
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE FINANCIAL
STATEMENTS

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the
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 they have elected to prepare the financial statements in accordance with UK accounting
standards and applicable law, including FRS 102 The Financial Reporting Standard applicable in
the UK and Republic of Ireland.

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 its profit or loss for
that period. In preparing the financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;
¢ make judgements and estimates that are reasonable and prudent;

o state whether applicable UK accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

s assess the Company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern; and

e use the going concern basis of accounting unless they either intend to liquidate the Company or
to cease operations, or have no realistic alternative but to do so.

The directors are responsible 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 its financial statements comply with the
Companies Act 2006. They are responsible for such internal control as they determine is necessary
to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error, and have general responsibility for taking such steps as are reasonably open to
them to safeguard the assets of the Company and to prevent and detect fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial
information included on the company’s website. Legislation in the UK governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.

Under applicable law and regulations, the directors are also responsible for preparing a Strategic
Report and a Directors’ Report that complies with that law and those regulations.

Responsibility statement of the directors in respect of the annual financial report

We confirm that to the best of our knowledge: the financial statements, prepared in accordance with
the applicable set of accounting standards, give a true and fair view of the assets, liabilities, financial
position and profit or loss of the company; and include a fair review of the development and
performance of the business and the position of the issuer, together with a description of the principal
risks and uncertainties that they face. :
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ALBA
2007-1 PLC

Opinion

We have audited the financial statements of Alba 2007-1 Plc (the 'Company') for the year ended
31 December 2023, which comprise the Statement of comprehensive income, the Balance sheet,
the Statement of cash flows, the Statement of changes in equity and the related notes, including
a summary of significant accounting policies. The financial reporting framework that has been
applied in their preparation is applicable law and United Kingdom Accounting Standards, including
Financial Reporting Standard 102 ‘The Financial Reporting Standard applicable in the UK and
Republic of Ireland’ (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:

s give a true and fair view of the state of the Company's affairs as at 31 December 2023 and of
its profit for the year then ended;

» have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and ’

» have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK))
and applicable law. Our responsibilities under those standards are further described in the
Auditors' responsibilities for the audit of the financial statements section of our report. We are
independent of the Company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the United Kingdom, including the Financial Reporting Council's
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors' use of the going
concern basis of accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating
to events or conditions that, individually or collectively, may cast significant doubt on the
Company's ability to continue as a going concern for a period of at least twelve months from when
the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are
described in the relevant sections of this report.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance
in our audit of the financial statements of the current period and include the most significant
assessed risks of material misstatement (whether or not due to fraud) we identified, including
those which had the greatest effect on: the overall audit strategy, the allocation of resources in
the audit; and directing the efforts of the engagement team. These matters were addressed in
the conduct of our audit of the financial statements as a whole, and in forming our opihion thereon,
and we do not provide a separate opinion on these matters.

Key audit matters - impairment losses on the loans
The Company holds a portfolio of Loans consisting of residential properties in England, Scotland,
Wales and Northern Ireland.
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A provision for impairment is made which represents the Directors’ best estimate of losses incurred
within the portfolio of loans at the balance sheet date. The impairment provision is derived from
a model that incorporates subjective judgements, in particular on the key assumptions of
probability of default and forced sale discounts against collateral. There is a risk that the provision
is not reflective of the incurred losses at the end of the period to which these judgments are made.

Audit response

We performed the following procedures:

e We assessed the impairment model used for its sensitivity to changes in the key
assumptions of probability of default and forced sale discount by performing stress
testing.

¢ We reviewed the performance of the Loans post year-end to gain assurance that the
impairment model was valid and no further adjustment or disclosure was required.

» For balances classed as in arrears, we considered the current outstanding loan balances
and the current valuation, which provided us with assurance that there was significant
excess collateral.

e We compared the brought forward and closing mortgage portfolios, investigating any
new or missing accounts. We also completed a proof in total cash reconciliation to
support this.

e As disclosed in the strategic report, the Notes are limited recourse, secured over the
Loans, and the Company'’s ability to pay amounts due on the Notes are, in substance,
limited to the application of the receipts from the Loans under the terms of the priority
of payments as set out in the terms and conditions of the Notes. Consequently there is a
right of set off of any impairment of the Loans against the related amount due on the
Notes. This limited recourse condition mitigates for the Company any impairment loss on
Loans.

Key observations
Based on the evidence we did not identify any material misstatements.

Other information

The directors are responsible for the other information. The other information comprises the
information included in the Annual Report, other than the financial statements and our Auditors'
report thereon. Our opinion on the financial statements does not cover the other information and,
except to the extent otherwise explicitly stated in our report, we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the
financial statements or a material misstatement of the other information. If, based on the work
we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact.

We have nothing to report in this regard.

Opinion on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

« the information given in the Strategic report and the Directors' report for the financial year for
which the financial statements are prepared is consistent with the financial statements; and

« the Strategic report and the Directors' report have been prepared in accordance with applicable
legal requirements.

10




ALBA 2007-1 PLC Registered Number: 5965813

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the Company and its environment obtained in

the course of the audit, we have not identified material misstatements in the Strategic Report or
the Directors' Report.

We have nothing to report in respect of the following matters in relation to which the Companies
Act 2006 requires us to report to you if, in our opinion:

. adequate accounting records have not been kept, or returns adequate for our audit have
not been received from branches not visited by us; or

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

. certain disclosures of directors' remuneration specified by law are not made; or

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

Responsibilities of directors

As explained more fully in the Directors' responsibilities statement on page 8, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a
true and fair view, and for such internal control as the directors determine is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors either intend to liquidate the
Company or to cease operations, or have no realistic alternative but to do so.

Auditors' responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
Auditors' report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a
* material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We
design procedures in line with our responsibilities, outlined above, to detect material
misstatements in respect of irregularities, including fraud. The extent to which our procedures are
capable of detecting irregularities, including fraud is detailed below:

. We determined that the laws and regulations which are directly relevant to the financial
statements are those that relate to the reporting framework FRS 102 and the UK tax
compliance regulations. We evaluated the extent of compliance with these laws and
regulations as part of our procedures on the related financial statement items.

. In addition, there are other significant laws and regulations which may have an effect on
the determination of the amounts and disclosures in the financial statements being those
laws and regulations relating to General Data Protection Regulation (GDPR), fraud, bribery
and corruption. For these laws and regulations, the consequences of non-compliance could
have a material effect on amounts or disclosures in the financial statements, for instance
through fines or litigation being imposed. As required by the auditing standards, auditing
procedures in respect of non-compliance with these identified laws and regulations are
limited to enquiry of the Directors and other management and inspection of regulatory
and legal correspondence, if any.

. We assessed the susceptibility of the Company financial statements to _,rh.atei*ial
misstatement, including how fraud might occur. We evaluated management’s incentives
and opportunities for fraudulent manipulation of the financial statements (including the
risk of override of controls) and determined that the principal risks were related to areas
of estimate and judgement in the financial statements (S|gn|f“cantly the assessment of
|mpa|rment of assets). -

11
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. Based on this understanding we designed our audit procedures to identify non-compliance
with such laws and regulations and fraud risks identified in the paragraphs above. In
addition to the audit procedures, we remained alert to any indications of non-compliance
throughout the audit. The specific audit procedures performed included:

o Review of Board minutes;

o Reviewed large and unusual bank transactions;

o Challenging assumptions and judgements made by management in its significant
accounting estimates, in particular in relation to assessment of impairment of assets;
and

o Review of all manual inputs into the financial statements.

There are inherent limitations of an audit. There is a higher risk that irregularities, including fraud,
will not be detected during the audit as these may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal controls. The primary responsibility for the
prevention and detection of non-compliance with all laws and regulations and fraud lies with both
those charged with governance of the entity and management.

A further description of our responsibilities for the audit of the financial statements is located on
the Financial Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. This
description forms part of our Auditors' report.

Use of our report

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

C'e,m( Collins

Gerard Collins (Senior statutory auditor)

for and on behalf of

Ecovis Wingrave Yeats LLP

Chartered Accountants and Statutory Auditor
Waverley House

7-12 Noel Street

London

W1F 8GQ

Date 11 June 2024

12




ALBA 2007-1 PLC

Statement of comprehensive income
For the year ended 31 December 2023

Interest receivable and similar income
Interest payable and similar charges

Net interest income

Impairment charge

Administration expenses

Fair value movements of derivatives

Profit on ordinary activities before taxation
Taxation

Profit for the year

Other comprehensive income
Total comprehensive income

Registered Number: 5965813

Note
31 December 31 December
2023 2022
£000s £000s
3 13,740 6,985
4 (9,808) (3,949)
3,932 3,036
9b 201 91
7 (779) (1,146)
5 110 271
3,464 2,252
8 - -
3,464 2,252
3,464 2,252

All the Company’s income is derived from continuing operations.

The notes on pages 17 to 33 form part of these financial statements.
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ALBA 2007-1 PLC

Balance sheet
As at 31 December 2023

Current assets
Mortgage loans due after more than one year
Mortgage loans due within one year

Debtors: amounts falling due - within one year

Cash at bank and in hand
Total assets

Current liabilities

Liabilities: amounts falling due within one year

Total assets less current liabilities

Non-current liabilities

Liabilities: amounts falling due after one year
Derivative liabilities

Net assets -

Capital and reserves
" Called up share capital

Retained earnings
Shareholder’s funds

Note

9a
9a
10
11

13

14

15

Registered Number: 5965813

2023 2022
£000s £000s
180,524 203,914
17,840 24,489
1,722 1,998
14,688 13,814
214,774 244215
(20,817) (26,221)
193,957 217,994
(186,789) (214,180)
(186) (296)
6,982 3,518

13 13

6,969 3,505
6,982 3,518

The notes on pages 17 to 33.form part of these financial statements.

These financial statements were approved by the board of directors on 11 June 2024 and were signed on

its behalf by:

2

Mark Filer

g

for and on behalf of L.D.C. Securitisation Director No.3 Limited

Director
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ALBA 2007-1 PLC

Statement of changes in equity
As at 31 December 2023

Balance at 1 January 2022
Profit for the year
Balance at 31 December 2022

Balance at | January 2023
Profit for the year
Balance at 31 December 2023

Registered Number: 5965813

Share Retained Total
capital earnings

£000s £000s £000s
13 1,253 1,266

- 2,252 2,252

13 3,505 3,518

13 3,505 3,518

- 3,464 3,464

13 6,969 6,969

The notes on pages 17 to 33 form part of these financial statements.
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ALBA 2007-1 PLC Registered Number: 5965813

Statement of cash flows
For the year ended 31 December 2023

Note 2023 2022
£000s £000s
Cash flows from operating activities ‘
Profit on ordinary activities before tax 3,464 2,252
Adjustment for non-cash items
Net interest income (2,400) (3,037)
[mpairment charge 9b (201) ©n
Fair value movement of derivative 5 (110) 271
EIR and deferred consideration on residual certificate 13 (1,770) (2,201)
holders
(1,017) (3,348)
Changes in
Decrease in mortgage loans 9a 29,808 45,118
Decrease in trade debtors and other receivables 10 276 286
Decrease in trade creditors and other payables 12 368 766
29,435 42,822
Interest received 3 14,116 7,765
Interest paid Co 4/12 (11,752) (3,875)
Net cash from operating activities 31,799 46,712
Cash flows from financing activities
Repayment of Notes . 13 (30,925) (46,211)
Net.cash outflow from financing activities (30,925) (46,211)
Increase in cash in the year 874 501
Cash and cash equivalents at | January 13,814 13,313

Cash and cash equivalents at 31 December 11 14,688 13,814

The notes on pages 17 to 33 form part of these financial statements.

16




ALBA 2007-1 PLC Registered Number: 5965813

Notes (forming part of the financial statements)

For the year ended 31 December 2023

1. Accounting policies

The Company was incorporated in England and Wales on 13 October 2006, and has its
registered office at 8th Floor, 100 Bishopsgate, London, EC2N 4AG.

The following ac¢ounting policies have been applied consistently in dealing with items which
are considered material in relation to the financial statements.

Basis of preparation

The financial statements have been prepared in accordance with Financial Reportmg Standard
102 The Financial Reporting Standard applicable in the UK and Republic of Ireland ("“FRS
102”). All amounts in the financial statements have been rounded to the nearest £1,000.

The financial statements are prepared on the historical cost basis except that the following assets
and liabilities are stated at their fair value: derivative financial instruments and financial
instruments classified at fair value through the profit or loss.

The accounting policies set out below have, unless otherwise stated, been applied consistently
to all periods presented in these financial statements.

Going concern

In making the going concern assessment for the Company, the directors have considered
forecast cash flows, anticipated losses on mortgage assets, and the likelihood of the call option
in place over the issued notes being exercised.

Key factors in determining going concern include cash flows forecast, with some assumption
in the calculation, loan losses and loan loss impairment provisions. The repayment of Notes
issued by the Company is solely dependent on the performance of the pool of mortgages
acquired. Specifically, if mortgages in arrears and expected losses on repossession increase,
there may be less cash available in the structure to pay Noteholders. The legal structure of the
Notes means that the Company is only required to pay out funds to the extent that it has received
them from mortgage holders.

The Company holds a pool of sub-prime mortgages which were purchased by Oakwood
Homeloans Limited and securitised in the Company.

Payments are made by the Company on quarterly IPDs in accordance with the priority of
payments set out in the securitisation transaction documentation. Payments are made only to
the extent that the Company has funds available in accordance with the terms of the
securitisation documentation.’If there is insufficient cash flow in the future, the Company may
default on any loan note payments due. In such circumstances and in accordance with the
transaction documents, the Security Trustee may choose to dispose of the Company’s assets
and, potentially, wind up the Company. The directors have considered the cash flows for the
next 12 months and are satisfied that the Company will continue to be able to meet its liabilities
as they fall due.

Principal Deficiency Ledgers are maintained, and cash held back from distribution to
Noteholders in respect of any amount of principal which remains outstanding under a mortgage
loan after completion of the arrears and default procedures up to certain pre-set limits. These
Principal Deficiency Ledgers have reached the maximum permitted levels under the
securitisation documentation with the cash being held by the Company.
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ALBA 2007-1 PLC Registered Number: 5965813

Notes (forming part of the financial statements) (continued)
For the year ended 31 December 2023

1. Accounting policies (continued)

Going concern (continued)

At March 2024, the Company held £9.9m of cash (March 2023: £9.9m) in the Principal
Deficiency Ledger which is available to cushion adverse performance in the mortgages. The
directors believe that the reserve fund will continue to meet its target levels. In the event that
the reserve fund drops below the target level and should the Company face shortfalls in receipts,
the transaction documents permit deferral of interest payments on certain junior Notes. Taking
these factors into account, the directors consider that they will be able to pay any interest
actually due in cash 12 months from the signing of the accounts based on current expectations
of the performance of the mortgage portfolio, although the Company will have only limited
cash headroom.

A call option exists over the Notes issued by the Company, which is exercisable at the discretion
of the Noteholders upon the carrying amount of the outstanding Notes reaching 10% of the
Note amount initially issued by the Company. This threshold could be varied, but any variation
requires the consent of the directors of the Company, and no such requests have been received
from the Noteholders at the date of this report. The exercise of the call option would result in
the effective cessation of the Company’s trade, followed by the orderly settlement of any
remaining assets and liabilities and ultimately the dissolution of the Company.

At the balance sheet date, the carrying value of the Notes was 20.74% of the initial value, and
in March 2024, 20.27% were outstanding. Therefore, the directors forecast that the Notes will
not reach the 10% threshold within the next 12 months.

Should the total cashflows be insufficient, the Company may default on Note payments due. In
such circumstances, the Trustee may choose to dispose of the Company’s assets, and potentially
wind up the Company.

World events including conflicts in Russia/Ukraine and Israel/Gaza have affected the global
economic markets and is exacerbating ongoing economic challenges, including inflation, rising .
interest rates, cost of living and global supply chain disruption. Concerted efforts by central
banks and governments around the world have so far tamed the impact of the crisis. While the
extent and duration of the effect of this economic uncertainty remains unclear, there is a risk of
financial instability for the Company - for example a detrimental effect on the UK economy
may ultimately impact the borrowers’ ability to repay the Mortgage Loans, or on the Mortgage
Servicer’s ability to continue to effectively service the Mortgage Loans. However, as at the
report date there has been no material impact from these macroeconomic factors on the
Company’s financial performance or cash flows. Having reviewed these factors, and taking into
account current market conditions, in the opinion of the directors, the Company is a going
concern and the financial statements have been prepared on this basis.

Income recognition

The Company’s principal source of income is interest receivable which is recognised on an
effective interest rate basis. Interest income is recognised in profit or loss using the effective
interest method. The ‘effective interest rate’ is the rate that effectively discounts the estimated
future cash payments and receipts through the expected life of the financial asset (or, where
appropriate, a shorter period) to the carrying amount of the financial asset or financial liability.
‘When calculating the effective interest rate, the Company estimates future cash flows
considering all contractual terms of the financial instrument, but not future credit losses. The
calculation of the effective interest rate includes transaction costs and fees paid or received that
are an integral part of the effective interest rate. Transaction costs include incremental costs
that are directly attributable to the acquisition or issue of a financial asset or financial liability.
Other income is bank interest earned in the year.
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ALBA 2007-1 PLC Registered Number: 5965813

Notes (forming part of the financial statements) (continued)
For the year ended 31 December 2023

1. Accounting policies (continued)

Interest payable
Interest is paid to Noteholders quarterly during the year and is recognised on an accruals basis.

Interest is calculated using the relevant underlying interest reference rate plus a margin on each
class of Notes outstanding.

Administrative expenses
All administrative expenses, which comprise primarily professional fees and other overheads,
are accounted for on an accruals basis.

Mortgage loans and premiums
Mortgages are initially measured at fair value plus incremental direct transaction costs, and
subsequently measured at their amortised cost using the effective interest method.

In applying FRS 102 the Company has made an accounting policy choice by applying the
recognition and measurement requirement of IAS 39 instead of Section 11 and 12 of FRS 102.
The Company has designated the mortgage loans upon initial recognition are measured at fair
value and subsequently at amortised cost.

The amortised cost of the mortgages is the amount at which the mortgage is measured at initial
recognition, minus principal repayment, plus or minus the cumulative amortisation using the
effective interest method (see income recognition) of any difference between the initial amount
recognised and the maturity amount minus any reduction for impairment.

Mortgage impairment provisions

At each reporting date the Company assesses whether there is objective evidence that financial
assets not carried at fair value through profit or loss are impaired. A financial asset or a group
of financial assets is ‘impaired’ when objective evidence demonstrates that a loss event has
occurred after the initial recognition of the asset(s) and that the loss event has an impact on the
future cash flows of the asset(s) that can be estimated reliably. An impairment loss in respect
of a financial asset measured at amortised cost is calculated as the difference between its
carrying amount and the present value of the estimated future cash flows discounted at the
asset’s original effective interest rate. When a subsequent event causes the amount of
impairment loss to decrease, the decrease in impairment loss is reversed through profit or loss.

All individually significant loans and advances are assessed for specific impairment. Those
found not to be specifically impaired are then collectively assessed for any impairment that has
been incurred but not yet identified. Loans and advances that are not individually significant
are collectively assessed for impairment by grouping together loans and advances with similar
risk characteristics. Individual assessments are made of all loans and advances on properties
which are in possession or in arrears by 3 months or more.

A provision may also be made in the case of accounts, which may not currently be in arrears,
where the servicer on behalf of the Company has exercised forbearance in the conduct of the
account. The provision will be based on the propensity of the account to realise a loss had
forbearance not been shown. In all cases account will be taken of any amounts recoverable
under contract of indemnity insurance and of anticipated disposal costs. Provisions made during
the year are charged to the Statement of comprehensive income, net of recoveries.
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ALBA 2007-1 PLC Registered Number: 5965813

Notes (forming part of the financial statements) (continued)
For the year ended 31 December 2023

1. Accounting policies (continued)

Offsetting financial instruments

Financial assets and liabilities are offset in the Balance Sheet when there is a legally enforceable
right to offset the recognised amounts and there is an intention to settle on a net basis, or realise
the asset and liability simultaneously.

Recognition and de-recognition of assets

The Company derecognises a financial asset when the contractual rights to the cash flows from
the financial assets expire, or it transfers the rights to receive the contractual cash flows in a
transaction in which substantially all the risks and rewards of ownership of the financial asset
are transferred or in which the Company neither transfers nor retains substantially all of the
risks and rewards of ownership and it does not retain control of the financial asset.

Financial instruments

The Company uses derivative financial instruments to hedge its exposure to fluctuations in
interest rates. In accordance with IAS 39, derivative financial instruments are accounted for at
fair value. The derivatives are initially recognised at fair value on the date that the contract is
entered into and are subsequently re-measured at their fair value. Changes in the fair value of
derivative financial instruments are recognised in the Statement of comprehensive income as
they arise.

Financial liabilities

Financial liabilities comprise the mortgage backed floating rate Notes, loans and deferred
consideration. Financial liabilities are initially recorded in the Balance sheet as the proceeds
received net of any direct issue costs. On subsequent reporting dates, financial liabilities are
measured at amortised cost based on the original effective interest rate.

Deferred purchase consideration due to residual interest holders

Under the terms of the agreement for the purchase of mortgage loans, the Company has a
liability to pay deferred purchase consideration to the holders of the residual certificates. The
payment of these amounts is conditional on the performance of the Looans. The amount due at
the balance sheet date is shown as a liability in the financial statements and included as part of
the Note liability, which will ultimately be satisfied by payments of cash, in accordance with
the securitisation transaction documents. In addition, the residual entitlement holder receives
residual amounts on each quarterly waterfall date if all other quarterly obligations under the
terms of the securitisation are satisfied. The expected obligation on the residual certificates to
pay deferred purchase consideration is initially recognised at fair value and subsequently
carried at amortised cost using the effective interest method.

The deferred purchase consideration balance is based on projected estimates of expenses
incurred and revenue receipts at each IPD, and therefore is prone to volatile fluctuations based

on a multiple variables. :

As at the March 24 IPD £86,597 was paid to residual interest holders (March 23: £664).
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ALBA 2007-1 PLC Registered Number: 5965813

Notes (forming part of the financial statements) (continued)
For the year ended 31 December 2023

1. Accounting policies (continued)

Cash and cash equivalents
Cash and cash equivalents comprise cash in hand, at bank and short-term bank deposits.

Taxation

The Company has elected to enter the permanent tax regime for securitisation companies. The
directors are satisfied that the company meets the definition of a ‘securitisation company’ as
defined by both the Finance Act 2005 and subsequent secondary legislation and that no
incremental unfunded tax liabilities will arise.

Significant accounting judgements and estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires the use of estimates and judgements that affect the reported amounts of
assets and liabilities at the date of the financial statements and the reported amounts of revenue
and expenses during the reporting period. Although these estimates are based on management’s
knowledge of the amount, actual results may differ from these estimates. If actual results differ
from the estimates, the impact will be recorded in future periods.

¢ Impairment
Impairment provisions are recorded on loans in arrears where the value of the loan in
arrears is in excess of the estimated forced sale value of the underlying property held as
security, based on the probability of the loan going into repossession. Estimates are
required of the likely forced sale discount on the property and likelihood of the loan going
into repossession based on the limited historical experience of the vehicle.

Included in the Statement of comprehensive income is an impairment charge calculated on
the forced sale discount arising due to properties being repossessed (forced sale discount
is calculated using the sale proceeds less cost of disposal compared to indexed market
value of property being disposed on the date of sale) . The FSD has been calculated using
the simple average of the last three years. When using a 10% sensitivity on the relevant
variables of the impairment calculation, the Company would incur the following
movements to the current provision.

Variable Movement in impairment provision £
FSD 10% increase 155,183
FSD 10% decrease 155,183
HPI 10% increase 126,623
HPI 10% decrease (243,243)
PD 10% increase 68,814
PD 10% decrease 84,518

o  Effective interest rate .
In order to determine the EIR applicable to the mortgage loans an estimate must be made
of the expected life of each mortgage loan and the cash flows related thereto. These
estimates are based on historical data. Any changes in these estimates would result in
an adjustment to the carrying value of the deferred consideration. The corresponding
charge or release to the profit and loss will be included in the period in which the estimates
are revised.

For all financial assets and liabilities measured at amortised cost, income and expenses are -
recognised in the income statement on an EIR basis.
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ALBA 2007-1 PLC Registered Number: 5965813

Notes (forming part of the financial statements) (continued)
For the year ended 31 December 2023

1. Accounting policies (continued)
Significant accounting judgements and estimates (continued)

e  Fair value

Fair values are used in these financial statements for recognition (derivatives) and disclosure
purposes. Fair value is the amount for which an asset could be exchanged, or a liability settled,
between knowledgeable and willing parties in an arm’s length transaction. The existence of
published price quotations in an active market is the best evidence of fair value and when they
are available they are used. If the market for a financial instrument is not active, fair value is
established using a valuation technique. Fair value represents point-in-time estimates that may
change in subsequent reporting periods due to market conditions or other factors. The fair value
of derivatives is calculated as the present value of their estimated future cash flows.

Segmental reporting
The Company has not disclosed segmental information because in the opinion of the directors the
Company operates in one business sector and generates all income in the United Kingdom.

2. . Directors’ remuneration and employees

The Company has no employees (2022: Nil). None of the directors, all of whom are appointed under
the terms of a Corporate Services Agreement entered into by the Company with Law Debenture
Corporate Services Limited, received any remuneration for their services during the year (2022: £Nil)
(see Note 20). . :

3. Interest receivable and similar income
2023 2022
£000s £000s
Interest receivable on mortgage loans v 13,933 8,295
Bank interest ‘ , ..750 188
Swap interest (net) (512) (718)
EIR income adjustment (431) (780)
13,740 6,985
4. Interest payable and similar charges
B 2023 2022
£000s - £000s
Loan interest payable to Note holders 11,011 4,420
Movement in balance due to residual certificate holders (2,201) (1,123)
Payment to subordinated loan note holders 998 650
9,808 3,949
5. Fair value movements of derivatives :
2023 2022
£000s £000s
Fair value movements on derivative liability 110 271
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ALBA 2007-1 PLC " Registered Number: 5965813

Notes (forming part of the financial statements) (continued)
For the year ended 31 December 2023

6. Profit before taxation is stated after charging
2023 2022
£000s £000s
Auditor’s remuneration for the audit of these financial 4 48
statements (VAT exclusive) '
7. Administrative expenses
2023 2022
£000s £000s
Other administrative expenses 779 1,146
779 1,146
8. Taxation
(a) Analysis of taxation charge
UK corporation tax: 2023 2022
£000s £000s

Current tax ' - -

Total tax charge - -

(b) Factors affecting the tax charge for the year

The tax assessed for the year is higher (2022: lower) than the standard rate of corporation tax in the
UK of 23.52% (2022: 19.00%). The difference is explained below:

2023 2022

£000s £000s

Profit on ordinary activities before tax for the year 3,464 2,252
UK corporation tax at 23.52% (2022: 19.00%) 815 428
(815) (428)

Accounting profit not taxable in accordance with
Statutory Instrument No 3296 The Taxation of

Securitisation Companies Regulation 2006

Total current tax expense - -

(c) Factors affecting the Company current tax charge for the year

On 15 March 2023, the 2023 UK budget was announced and included the government’s, planned
changes to UK Corporation tax for the coming years. The Corporation tax main rate (for.all profits
over £250k; excluding ring fence companies) is to be increased to 25% for the year starting 1 April
2023, and the Corporation tax small profits rate (companies with profits under.£50,000) is to be
introduced at 19%. . . - '

The Company has elected to enter the permanent tax regime for securitisation companies. The
directors are satisfied that the Company meets the definition of a ‘securitisation Company’ as
defined by both The Finance Act 2005 and subsequent secondary legislation and that no incremental
unfunded tax liabilities will arise.

23



ALBA 2007-1 PLC ' Registered Number: 5965813

Notes (forming part of the financial statements) (continued)
For the year ended 31 December 2023

9a. Mortgage loans

2023 2022

£000s £000s
Mortgage assets movement — gross
Mortgage assets brought forward 221,622 266,863
Redemptions (29,808) (45,118)
Amount written off in year (200) (123)
Mortgage assets carried forward 191,614 221,622
Analysis of net mortgage balance
Gross mortgage assets 191,614 221,622
Impairment provision _ (155) (556)
EIR adjustment 6,905 7,337
Net mortgage balance at 31 December 198,364 228,403
Disclosed as: -
Mortgage loans due after more than one year 180,524 203,914
Mortgage loans due within one year 17,840 24,489
Net mortgage balance at 31 December 198,364 228,403

The maturity profile of the Mortgage loans due within one year is assumed to be the same as the
Notes due within one year. The maturity profile of the Mortgage loans is derived from future expected
cashflows, which generates the expected cash flows.

9b. Reconciliation of loan loss impairment provision
2023 2022
£000s £000s
Provision for impairment brought forward (556) (770)
Amounts written off 200 123
Charge for the year 201 91
Provision for impairment carried forward (155) (556).
10. Debtors: amounts falling due within one year
2023 2022
£000s £000s
Other debtors 1,722 1,998
11. Cash at bank and in hand
2023 2022
£000s £000s
Cash deposits with instant access 12,817 12,034
Cash held for Derivative collateral purposes (note 12) 1,871 1,780
14,688 13,814

The cash deposit with instant access includes the Principal Deficiency Ledger balance of £9.9m
(2022: £9.9m). The Company has entered into derivative swap trading under which cash collateral is
required to be maintained between the parties.
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ALBA 2007-1 PLC

Notes (forming part of the financial statements) (continued)
For the year ended 31 December 2023

12.

Registered Number: 5965813

Liabilities: amounts falling due within one year
2023 2022
£000s £000s
Notes 18,299 24,071
Interest due to Noteholders 482 236
Interest due on subordinated loans 64 23
Amounts due to residual certificate holders - 14
Derivative collateral received (note 11) 1,871 1,780
Sundry creditors 101 97
20,817 26,221

Notes due with 1 year refers solely to Class A3 Floating Rate Notes, due 2039. Further details are
disclosed in note 13.

13.

Liabilities: amounts falling due after one year
2023 2022
£000s £000s
Notes 185,177 210,331
Residual certificate holders 1,612 3,849
186,789 214,180

All the Notes are denominated in pounds sterling. Interest is paid quarterly based on the underlying
interest reference rate for the Notes plus.the relevant Note margin. The Notes are repayable at
maturity in March 2039.

Residual certificate holders will be paid any amount left from the waterfall, after paying all the
expenses, interest due to note holders, issuer’s profit and any shortfall on principal redemption of the
Notes, at each interest payment date. In each case there is an option for early repayment which will
only be exercised with the prior consent of the Irish Financial Services Regulatory Authority.

The subordinated loan notes are recognised at their principal amount, but in the event of the Security
Trustee serving an Enforcement notice, payments will be made in accordance with the “Post-
Enforcement Priority of Payments” set out in the transaction documents.

The Notes are secured over all assets of the Company.
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ALBA 2007-1 PLC Registered Number: 5965813

Notes (forming part of the financial statements) (continued)
For the year ended 31 December 2023

14. Derivative liabilities
Notional
value
2023 . 2022
£000s £000s £000s
Interest rate derivatives - 186 296
15. Called up share capital
2023 2022
£000s £000s
Allotted and paid
49,998 £1 shares 25% paid 13 13
2 ordinary shares of £1 each- fully paid up - -
13 13

The Company is not subject to any externally proposed capital requirements except for the minimum
requirement under the Companies Act 2006. The Company has not breached the minimum
requirement. The shares have attached to them full voting, dividend and capital distribution
(including on winding up) rights; they do not confer any rights of redemption.

16. Financial instruments
The Company does not trade in financial instruments.

The Company’s financial instruments, other than the Notes it has issued, comprise mortgage assets,
borrowings, derivatives, cash and liquid resources. The main purpose of these financial instruments
is to fund the initial acquisitions of the Mortgage Portfolios and to provide the Company’s working
capital. The Note structure and interest payments thereon are designed to match the funding and risks
inherent in the Mortgage Portfolios acquired by the Company. Set out below is the classification of
the Company’s financial instruments. :

Assets at fair Assets  Total carrying
value through measured at value
: ’ income statement amortised
31 December 2023 cost less
Financial assets impairment
£000s £000s - £000s
Moitgage loans _ , _ - 198,364 . 198,364
Cash at bank and in hand - 14,688 14,688
. Debtor . . 1,722 1,722
Total financial assets - 214,774 214,774

Liabilities at fair Amortised  Total carrying

value through cost value

Financial liabilities income statement
£000s £000s £000s
Notes - 203,476 . 203,476
Derivative collateral received - 1,871 1,871
Derivative financial liability ' 186 .- 186
Total financial liabilities 186 205,347 205,533
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ALBA 2007-1 PLC Registered Number: 5965813

Notes (forming part of the financial statements) (continued)
For the year ended 31 December 2023

16. Financial instruments (continued)
Assets at fair value Assets Total carrying
through income  measured at value
statement amortised
31 December 2022 cost less
Financial assets impairment
£000s £000s £000s
Mortgage loans - 228,403 228,403
Cash at bank and in hand - 13,814 13,814
Total financial assets . - 242,217 242217
Liabilities at fair Amortised Total carrying
value through cost value
income
Financial liabilities statement
£000s £000s £000s
Notes - 234,354 234,354
Derivative collateral received - 1,780 1,780
Derivative liabilities 296 - 296
Total financial liabilities 296 236,134 236,430

In accordance with the terms of issue, the Company is contractually obliged to repay the outstandmg
Notes on maturity in March 2039.

17. Financial risk management
a) General

The Company raised £980,904k in 2007 by the issue of Notes secured on the Mortgage Portfolios
acquired at that time. The Company’s activities, and the respective roles and responsibilities of the
parties to the transaction (such as swap counterparties, cash manager, servicer etc) are clearly defined
under contractual arrangements between the company and those parties, and are summarised in the
transaction prospectus published on 15 June 2007.

The Company’s financial instruments comprise debt securities issued on the Irish Stock Exchange
trading as Euronext Dublin (see Note 12).

The risks arising from exposures to the financial instruments are summarised below. When the
securitisation was established, the contractual arrangements with counterparties were structured to
enable the Company, or agents on its behalf, to identify all potential risks and take mitigating action
as required. In addition, the securitisation was structured with credit enhancements including a
reserve fund, which can be used to make good certain shortfalls in the funds available to meet the
senior payments including shortfalls of interest payable on the Notes and principal deficiencies and
liquidity facility can be used for revenue shortfall in the Cash Waterfall on the IPD and guarantee
from a third party in respect of the A3 Notes to enable the Company to help manage the consequences
of any risk materialising. The principal risks arising from the Company’s financial instruments are
credit risk, interest rate risk and liquidity risk.
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ALBA 2007-1 PLC Registered Number: 5965813
Notes (forming part of the financial statements) (continued)
For the year ended 31 December 2023

17. Financial risk management (continued)
b) Types of risk

Credit risk

Credit risk arises primarily from the potential for default in the Mortgage pool. This risk is managed
via the Note Issue terms and conditions whereby credit risk is transferred to the Note holders. All
mortgages are secured on residential property, and the Company places strong emphasis on the
market value of the properties. There are no significant concentrations of risk due to the number of
customers within the mortgage portfolio.

The table below provides further information on residential loans by payment due status.

The table below shows the Loan to Value for the mortgage portfolio analysed across residential and
buy to let facilities.

LTV 2023 2022

: , £000s £000s
Less than 50% 47,683 60,819
51% to 70% 142,693 159,294

. 71% to 100% 1,238 1,509
Less impairment provision (155) (556)
191,459 221,066

Concentration by sector — carrying amount 2023 2022
£000s £000s

Residential 155,402 178,175
Buy to let 36,212 43,447
Less impairment provision (155) (556)
191,459 221,066

Concentration by location — carrying amount 2023 2023 2022 2022
e £000s % . . £000s %
London & South East 75,752 39.5 88,376 399

- North East & North West 31,748 16.6 36,730 16.6
. Midlands 32,458 16.9 37,110 16.7
York & Humber 14,279 7.5 15,846 7.2
South West 16,329 8.5 18,784 . 85
Wales 14,242 7.4 16,134 7.3
Other UK. 6,806 3.6 8,642 3.9

. 191,614  100.00 221,622 100.00
Less impairment provision (155) - (556) -
Total 191,459 221,066 100
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ALBA 2007-1 PLC Registered Number: 5965813
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17. Financial risk management (continued)
b) Types of risk (continued)

The table below provides further information on residential loans by payment due status.

2023 2022

£000s % £000s %

Not impaired
Neither past due nor impaired (0 to 2 170,545 89.0 209,707 94.6
months) .
170,545 89.0 209,707 94.6

_ Impaired

Past due 3 to 6 months 12,307 6.4 9,263 4.2
Past due 7 to 12 months 5,862 3.1 1,430 0.6
Past due over 12 months 2,298 1.2 868 0.4
20,467 10.7 11,561 5.2
Possessions 602 0.3 354 0.2
191,614 100.0 221,622 100.0

The maximum exposure to credit risk for the Company is represented by the carrying value of each
financial asset as set out below:

2023 2022

£000s £000s

Mortgage loans gross 191,614 221,622
Debtors 1,722 1,998
Cash at bank and in hand 14,668 13,814
208,024 237,434

The table below sets out the carrying amount and the approximate fair value of collateral held against
exposures to the Mortgage Portfolio. The estimate of fair value is based on the valuation performed
at the time of borrowing or re-valued using the house price index (HPI) at 31 December 2023, or the
most recent indexed valuation if the loan has been individually assessed as impaired. The fair value
-of collateral is capped at the lower of mortgage book value or collateral indexed valuation on a loan-
by-loan basis. ’

2023 2023 2022 2022
Gross Fair value Gross  Fair value of
carrying of collateral carrying collateral
value value £000s
£000s £000s £000s
Mortgage loans : 191,614 412,484 221,622 485,461
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17. Financial risk management (continued)

b) Types of risk (continued)

Interest rate risk

Interest rate risk exists where assets and liabilities have interest rates set under different bases or
which reset at different times. The Company has mitigated interest rate risk by matching the floating
rates on the mortgage pool with floating rate liabilities.

The directors regularly monitor the risks associated with any timing differences that arise with the
resetting of the underlying reference rates and have entered into interest basis swap agreements with
a third party to manage this risk. The principal profiles for each swap are initially input as the expected
redemption profile of the individual mortgage pools.

With the cessation of LIBOR, from the IPD falling due on 17 March 2022 the underlying interest
reference rate on the Notes from LIBOR to Compound Daily SONIA with an additional spread
adjustment of 0.1193%.

If SONIA was 1% higher or lower, with all other variables held constant, the effect on the Company’s
net interest income would be immaterial due to the equivalent movements on interest on the Notes.

2023 2022 Relevant note
margin
. . . £000s £000s

Loan Notes Class A3 due 2039 95,705 110,995 0.17%
Loan Notes Class B due 2039 43,179 50,077 0.24%
" Loan Notes Class C due 2039 22,569 26,175 0.29%
Loan Notes Class D due 2039 14,080 16,330 0.50%
.Loan Notes Class E due 2039 9,713 11,265 1.20%
Loan Notes Class F due 2039 8,326 9,656 3.25%
Subordinated Loan Notes 9,904 9,904 5.00%

Residual certificate holders 1,612 3,849 -

205,088 - 238,251+

All the Notes are denominated in pounds sterling. Interest is paid quarterly based on the underlying
interest reference rate for the Notes plus the relevant Note margin. On the IPD falling due on 17
March 2022 the underlying interest reference rate on the Notes moved from LIBOR to Compound
Daily SONIA with an additional spread adjustment of 0.1193%.

Liquidity risk

Mortgage assets are funded by the issue of non-recourse Notes. Liquidity risk is managed by issuing
the Notes prior to or at the same time as the assets are acquired. Cash flow forecasts are used to
determine the Company’s liquidity requirements. Liquidity risks generated by delinquencies and any
ultimate credit losses are managed through the non-recourse nature of the Notes and through the
liquidity facility with HSBC Bank plc (set out in note 18).
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17. Financial risk management (continued)

b) Types of risk (continued)

The contractual undiscounted cash flows associated with financial liabilities were as follows;

After 3
Expected months After 1
gross  Within but year but
“Carrying cash 3  within within § After §
value flows months 1 year years years
£000s £000s £000s £000s £000s £000s
As at 31 December 2023 ’
Derivative liabilities 186 186 4 12 34 135
Amounts due to credit 1870 1,870 1870 . - -
institutions
Notes 203,476 313,203 7,703 22,471 74,619 209,914

After 3 After 1
Expected  Within months year but

Carrying gross cash 3 but within within 5 After S
value flows  months 1 year years years
£000s £000s £000s £000s £000s £000s

As at 31 December 2022

Derivative liabilities 296 296 8 24 96 169
Amounts due to credit 1,780 1,780 1,780 : . .
institutions

Notes 224,756 297,811 8,438 24,633 99,625 165,115

The mortgage-backed floating rate Notes as included in the above analysis are repaid in line with
the redemption profile of the mortgages.

It should be noted that many financial instruments are settled earlier than the contractual maturity
dates.

Foreign currency risk
All of the Company’s assets and liabilities are denominated in sterling and therefore is no currency
risk. '

18. Financial instruments held at fair value

Fair values are determined by using the following fair value hierarchy that reflects the significance
_of the inputs in measuring fair value:

Level 1

The unadjusted quoted price in an active market for identical assets or liabilities that the entity can
access at the measurement date.
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18. . Financial instruments held at fair value (continued)
Level 2

lnputs other than quoted prices included within Level 1 that are observable (i.e. developed using
market data) for the asset or liability, either directly or indirectly. -

Level 3
Inputs are unobservable (i.e. for which market data is unavailable) for the asset or liability

Valuation based on

Significant
Quoted Unobservable
Market Observable Inputs
Prices Inputs (Level 3)
(Level 1) (Level 2) Total
£000s £000s £000s £000s
31 December 2023
Derivative Financial liabilities - - 186 186
31 December 2022
Derivative Financial liabilities - - 296 296

19. Liquidity facilities

The Company entered into a renewable 364 day Liquidity Facility Agreement with Danske Bank A/S
as part of the Securitisation transaction. The purpose of the liquidity facility is to fund reserve
shortfalls at an IPD. The facility has been renewed each year with the current facility renewal
effective from 15 June 2023.

Following the downgrade by Standard & Poor’s on 5 February 2009 of short term rating of Danske
Bank A/S the Liquidity Facility Provider, the Company exercised its contractual entitlement to draw
down the full available commitment amount in accordance with the terms of the Liquidity Facility
Agreement and as required under the terms of the Securitisation transaction documentation. The
transaction documents do not provide for the resizing of the facility, on which the Company pays
commitment fees, or to allow for the repayment of a drawdown if there is a ratings upgrade of the
liquidity facility provider.

On 9 June 2005, Standard & Poor’s ratings agency downgraded Barclays Bank and the Company had
to seek an alternative bank to provide banking facilities. On 17 June 2015, Moody’s upgraded Danske
Bank’s short-term rating to P1 from P2. On 20 January 2016, the Company received consent to
transfer the Cash drawn down on the facility to a separate Danske Bank, where it is still held.

20. Related party transactions

Under the terms of a corporate service agreement Law Debenture Corporate Services Limited is
contracted to provide certain corporate services including a registered office, administration and
directors among other things for which it charges a corporate service fee. Amount accrued at year
end was £nil (2022: £nil).
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20. Related party transactions (continued)
2023 2022
£000s £000s
Corporate service fee 45 35
21. Ultimate parent undertaking

The Company’s immediate parent company is Oakwood Global Assets Limited, a company
registered in England and Wales. All of the shares of Oakwood Global Assets Limited are held by
The Law Debenture Intermediary Corporation PLC under declaration of trust for discretionary
charitable purposes. As the trustees are not entitled to any economic benefit and the beneficiaries do
not have any decision-making power, there is no controlling party.

22. Subsequent events

There were no reportable subsequent events between the balance sheet date and date of signing this
report that would meet the criteria to be disclosed or adjusted.
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