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Habanero Funding Limited

Strategic Report for the year ended 31 December 2025

Introduction

The Board of Directors (the "Board") present their Strategic Report of Habanero Funding Limited (the "Company")
for the year ended 31 December 2025. The Company was incorporated and registered in England and Wales under
the Company Act 2006 on 25 January 2021 as a Private Limited Company.

Principal activities and business review

The Company was incorporated as a special purpose vehicle (“SPV”) on 25 January 2021 to act as a warehousing
vehicle for residential mortgages and as a procurer of financing for this activity. Its principal activity is to acquire
mortgage loans secured on residential properties located in England and Wales.

On 21 October 2025, the Company amended the counterparties to its activities following the repapering of its
warehouse facility arrangements. As part of this process, the Company transitioned from purchasing mortgage loans
originated by UK Mortgage Lending Limited (“UKMLL”) to purchasing mortgage loans from UK Seconds Lending
Limited (“UKSLL”). At the date of repapering, the outstanding loan notes in issue were repaid and reissued to the
revised funders on the same day. As part of the reissue, the Company entered into a repapered funding arrangement
for the junior notes to UK Seconds Lending Limited (“UKSLL”), which replaced UKMLL as the junior funding
counterparty. This change is consistent with the Group’s funding programme, whereby UKMLL originates mortgage
loans which are subsequently sold to UKSLL. The Company has and will continue to facilitate the purchase of the
mortgage loans by UKSLL.

The beneficial ownership of the underlying loans and advances to customers sold to the Company by the Seller failed
the derecognition criteria in IFRS 9 - Financial instruments, because all the risks and rewards of ownership are still
retained by UKSLL. This is because, UKSLL acquired all the junior notes from the Company and also retains the
right to receive any residual interest from the mortgages. Consequently, these loans remain on the Statement of
Financial Position of the Seller. IFRS 9 therefore requires the Seller to recognise a Deemed loan financial liability on
its Statement of Financial Position, and the resulting Deemed loan financial asset is held on the purchasing company's
Statement of Financial Position. UKSLL is then recognised as the Company's controlling party in accordance with
IFRS 10 - Consolidated Financial Statements.

The Directors do not anticipate any changes to the present level of activity, or the nature of, the Company's business
in the foreseeable future.

Results

The Statement of Comprehensive Income of the Company is set out in page 17 and shows a profit of £37,201 for the
year (2024: profit £979,903). This is primarily due to income in the derivative financial instruments of £275,247
(2024: income £2,099,632), the year-on-year movement reflects the change in fair value. The Company is reporting a
net liability position of £1,929,893 (2024: net liability of £1,967,094).
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Habanero Funding Limited

Strategic Report for the year ended 31 December 2025

Key performance indicators

The mortgage loans, being the primary assets of the Company which are accounted for as a Deemed loan, are secured
by second charge over residential properties in England and Wales. As such, credit risk is monitored and managed on
a regular basis through preparation and review of monthly investor reports which are reviewed in detail by senior
management. Key performance indicators at the Statement of Financial Position date are:

2025 2024

£ £

No. of loans >1-month payment in arrears 15 67
Average LTV - Weighted Average 68.10% 62.81%
Contractual Interest rate - Weighted Average 7.73% 8.85%
Average loan size £53,202 £45,215

LTV ratios increased modestly to 68.10% in 2025 from 62.81% in 2024. This suggests a slight shift towards higher
leverage lending or changes in property valuations within portfolio. The average contractual interest rate declined
from 8.85% in 2024 to 7.73% in 2025, indicative of implementing competitive pricing strategies. Average loan size
increased from £45,215 in 2024 to £53,202 in 2025, reflecting growth in lending volumes per facility.

The Directors have not identified any other KPIs to disclose.
The LTV is indexed using the Land Registry House Price Index (“HPI”).

Principal risks and uncertainties

Whilst the Directors have overall responsibility for the establishment and oversight of the Company's risk management
framework, this obligation has been allocated and managed in accordance with the transaction documents. Further
details of financial risk management are outlined in note 15 of the financial statements.

Credit risk

Credit risk is the risk of impairment and partial or total loss of a receivable due to the deterioration of credit quality
on the part of the counterpart.

The primary asset of the Company is the Deemed loan. The Company's principal business objective rests on the
purchase of the mortgage loans portfolio. Although the mortgage loans are secured by second charges over residential
properties in England and Wales, the Company considered the evaluation of a borrower's ability to meet the contractual
obligations to be the principal factor in assessing the credit risk.

Credit risk is monitored and managed on a regular basis through preparation and review of monthly investor reports
which are reviewed in detail by senior management.

The Directors have considered the latest credit risk information of the underlying mortgage loans including loan loss
provisioning. The expected loss basis on the underlying mortgage portfolio is covered by the credit enhancement at
the Deemed loan level in the form of the subordinated junior note and the deferred consideration.

Liquidity risk
Liquidity risk is defined as the risk of being unable to fulfil current or future payment obligations in full on the due
date.

The Company's assets are financed primarily by the issuance of the Loan notes. The financing policy substantially
reduces the Company's liquidity risk by matching the payment profile of the Company's funding to the payment profile
of the assets being funded.

Due to the limited recourse obligations of the Company in respect of the Loan notes, the Company is only obliged to
make payments of interest and principal on the Loan notes to the extent that payments are received from the Deemed
loan or from any security over the underlying loans being realised.
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Habanero Funding Limited

Strategic Report for the year ended 31 December 2025 (continued)

Market risk

Market risk refers to the potential loss arising from changes in interest rates and foreign currency rates. The Company’s
financial instruments are mainly denominated in GBP and therefore the Company has minimal exposure to foreign
currency risk. The Company is exposed to market risk in the form of interest rate risk.

Interest rate risk

Interest rate risk exists where the interest rates on assets and liabilities are either set according to different bases or
reset at different times. The Company is exposed to interest rate risk because the Deemed loan is subject to variable
and fixed interest rates while the Loan notes are based on the Compounded Daily Sterling Over Night Index Average
("SONIA™").

Interest rate risk is managed through the use of interest rate swaps (IRS). Refer to note 15 of the financial statements
for further details.

Future business development and strategy

The Directors do not anticipate any changes to the nature of the Company's business in the near future and will
continue to finance mortgage loans acquired.
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Habanero Funding Limited

Strategic Report for the year ended 31 December 2025 (continued)

Directors' statement of compliance with Section 172(1) of the Companies Act 2006

As an SPV, the governance structure of the Company is such that the key policies have been predetermined at the time
of issuance. The Directors have had regard to the matters set out in section 172(1) of the Companies Act 2006 as
follows:

(a) The likely consequences of any decision in the long term

The transaction documents 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 in
accordance with relevant securitisation legislation the Company is only permitted to retain minimal profit;

(b) The interests of the Company's employees
The Company has no employees;

(c¢) The need to foster the Company's business relationships with suppliers, customers and others

The Company is a securitisation vehicle and fosters its relationships 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:

(d) The impact of the Company's operations on the community and the environment
As a securitisation vehicle the Company has no physical presence or operations and accordingly has minimal impact
on the community and the environment;

(e) The desirability of the Company maintaining a reputation for high standards of business conduct

The Company maintains a reputation for high standards of business conduct via professional third parties who have
been assigned 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 applicable; and

(f) The need to act fairly as between members of the Company
The Company has a sole member with the issued shares all held on a discretionary trust basis for charitable purposes.

The Section 172(1) statement is published at: Client Investor Reporting | Law Debenture Section 172.

This report was approved by the Board and signed on its behalf by:

Mark Filer, per pro L.D.C Securitisation Director No.l Ltd
Director
Date: 25 June 2026
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Habanero Funding Limited

Directors' Report for the year ended 31 December 2025

The Directors present their report and the financial statements for the year ended 31 December 2025. For the Directors'
disclosures in relation to future developments and financial risk management please see the Strategic Report on pages
2t05.

The Company has elected to prepare the financial statements in accordance with Financial Reporting Standard 101,
‘Reduced Disclosure Framework’ (FRS 101) and the Companies Act 2006. The financial statements are prepared on
the historical cost basis except for derivatives.

Results for the period and dividends

The results for the year are set out on page 18. The Company has a shareholders deficit of £1,929,893 as at 31
December 2025 (2024: deficit £1,967,094). Total comprehensive income for the financial year after tax was £37,201
(2024: profit £979,903). This is primarily due to income associated with the fair value movement in the derivative
financial instruments of £275,247 (2024: income £2,099,632). The Directors do not recommend the payment of a
dividend for the year under review (2024: £Nil).

Directors and Company shareholdings

The Directors who held office during the year and up to the date of signing, were as follows:

Mark Filler

L.D.C. Securitisation Director No.1 Ltd

L.D.C. Securitisation Director No.2 Ltd

Law Debenture Corporate Services Limited continued to act as secretary for the year ended 31 December 2025.

The Company does not have any employees.

Directors' interest in contracts

None of the Directors held any beneficial interest in the ordinary share capital of the Company during the year, nor
did they have any material contracts or arrangements with the Company.

Third party indemnities

Adequate qualifying third-party indemnity provisions for the benefit of the Directors were in place during the year
and remain in force at the date of approval of the annual reports and financial statements.

Going Concern

The financial statements have been prepared on a going concern basis. The Directors have assessed the likelihood that
the Company will be able to meet its debts as they fall due for the period of at least 15 months from the date of signing
of the financial statements (the “Going Concern Assessment”). The Going Concern Assessment included
consideration of a range of information relating to present and future conditions, including the current impact of
conflict in the Middle East, the current state of the statement of financial position, future projections of profitability,
cash flows, capital resources and the longer-term strategy of the business. The Directors also considered a range of
extreme but plausible stress scenarios and a reverse stress scenario, to identify events that could endanger the
Company’s going concern status. The forecasts and projections show that the Company will be able to operate with
adequate levels of both liquidity and capital in all stressed scenarios.

It is the intention of the Directors of the Company to continue operations until such a time as the amounts due from
the Deemed loan have been fully realised. Ultimately due to the nature of the Loan notes, any shortfall in the proceeds
of the Deemed loan will be a risk to the holders of the Loan notes. If the proceeds from the Deemed loan are insufficient
to pay amounts due to the noteholders of the Loan notes, such amounts will cease to be due and payable by the
Company.
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Habanero Funding Limited

Directors' Report for the year ended 31 December 2025 (continued)

Disclosure of information to auditors

The Directors who held office at the date of approval of this director’s report confirm that so far as they are 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.

This confirmation is given and should be interpreted in accordance with the provisions of section 418(2) of the
Companies Act 20006.

Reappointment of auditors

Deloitte LLP has indicated its willingness to continue in office and pursuant to section 489 of the Companies Act
20006, a resolution concerning its re-appointment will be considered at the forthcoming Board Meeting.

Post balance sheet events
Refer to note 18 for the post balance sheet events.
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Habanero Funding Limited

Directors' Report for the year ended 31 December 2025 (continued)

Directors' Responsibilities Statement

The Directors are responsible for preparing the Annual 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, the
directors are required to prepare the financial statements in accordance with Financial Reporting Standard 101
Reduced Disclosure Framework. Under company law the directors must not approve the financial statements unless
they are satisfied that they give a true and fair view of the state of affairs of the company and of the profit or loss of
the company for that period. In preparing these financial statements, FRS 101 requires that Directors:

e select suitable accounting policies and then apply them consistently;

e make judgements and accounting estimates that are reasonable and prudent;

e state whether Financial Reporting Standard 101 Reduced Disclosure Framework has been followed, subject to
any material departures disclosed and explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

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 the financial statements comply with the Companies Act 2006. They are also responsible
for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of
fraud and other 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 United Kingdom governing the
preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

We confirm that to the best of our knowledge:

« the financial statements, prepared in accordance with the relevant financial reporting framework, give a true and fair
view of the assets, liabilities, financial position and profit or loss of the Company;

» the strategic report includes a fair review of the development and performance of the business and the position of
the Company, together with a description of the principal risks and uncertainties that they face; and

« the annual report and financial statements, taken as a whole, are fair, balanced and understandable and provide the
information necessary for shareholders to assess the Company’s position, performance, business model and strategy.

This report was approved by the board on 25 June 2026 and signed on its behalf.

Mark Filer, per pro L.D.C Securitisation Director No.1 Ltd
Director
Date: 25 June 2026
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Habanero Funding Limited

Independent Auditor's Report to the Members of Habanero Funding Limited

Report on the audit of the financial statements
1. Opinion
In our opinion the financial statements of Habanero Funding Limited (the ‘Company’):

e give a true and fair view of the state of the Company’s affairs as at 31 December 2025 and of its profit for the
year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
including Financial Reporting Standard 101 “Reduced Disclosure Framework™; and

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

We have audited the financial statements which comprise:

the statement of comprehensive income;
the statement of financial position;

the statement of changes in equity; and
the related notes 1 to 18.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure Framework” (United
Kingdom Generally Accepted Accounting Practice).

2. 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 auditor’s 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 UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard as
applied to listed entities, 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.

3. Summary of our audit approach

Key audit matters The key audit matter that we identified in the current year was:
e Rights and obligations, and valuation of loan notes balance

Within this report, key audit matters are identified as follows:

Newly identified
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Habanero Funding Limited

Independent Auditor's Report to the Members of Habanero Funding Limited

Materiality

The materiality that we used in the current year was £526,000 (2024: £2,652,000) which
was determined on the basis of 1.5% (2024: 1.5%) of the deemed loan receivable.

Scoping

Audit work to respond to the risks of material misstatement was performed directly by the
audit engagement team.

Significant changes in
our approach

In the prior period, our key audit matter related to the impairment assessment of the deemed
loan receivable.

In the current period, we determined that there is no impairment recorded and the
judgements involved in reaching that conclusion are neither complex nor subjective.
Accordingly, we concluded that a significant focus of our audit effort in the current year,
and hence a key audit matter, was in relation to the loan notes balance due to its significance
within the statement of financial position and the complexity of the contractual terms
governing rights and obligations of loan note holders, the waterfall structure and
measurement.

4. 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.

Our evaluation of the directors’ assessment of the Company’s ability to continue to adopt the going concern basis of

accounting included:

e cvaluating the Company’s going concern assessment and challenging the Directors’ key judgements. This
involved comparing these judgements with the obligations stipulated in the securitisation transaction

documents.

e assessing financing availability by inspecting the terms and conditions of the loan notes within the
securitisation structure. This involved identifying minimum credit enhancement limits, considering the
limited recourse features of the senior class notes and their impact on the liquidity requirements; and

e cvaluating the appropriateness of the going concern disclosures made in the financial statements about
relevant events or conditions.

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.
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Habanero Funding Limited

Independent Auditor's Report to the Members of Habanero Funding Limited

5. Key audit matter

The key audit matter is the matter that, in our professional judgement, was of most significance in our audit of the

financial statements of the current year and was the most significant assessed risk of material misstatement (whether
or not due to fraud) that we identified. This matter had the greatest effect on: the overall audit strategy; the allocation
of resources in the audit; and directing the efforts of the engagement team.

This matter was addressed in the context of our audit of the financial statements as a whole, and in forming our

opinion thereon, and we do not provide a separate opinion on this matter.

5.1. Rights and obligations, and valuation of loan notes balance

Key audit matter
description

At 31 December 2025, the Company recognised loan notes of £38.8m (2024: £186.9m). The
loan notes represent substantially all of the Company’s external financing and account for
the majority of the total liabilities reported in the statement of financial position. The loan
notes balance is measured at amortised cost as disclosed in note 2.5 and 13 of the financial
statements.

The loan notes were issued to fund the operation of the Seller, UK Seconds Lending
Limited. The loan notes were issued in multiple classes, each with different ranking, interest
entitlements and repayment profiles, and are accounted for at amortised cost using the
effective interest rate method. The loan notes are limited-recourse obligations, with cash
flows to noteholders dependent on amounts received by the Company under the deemed
loan asset.

Given the significance of the balance in the financial statements, together with the
complexity of the transaction documentation governing rights and obligations of loan note
holders, the waterfall structure and measurement, we identified a key audit matter in respect
of the rights and obligations, and valuation of the loan notes.

How the scope of our
audit responded to the
key audit matter

In response to the key audit matter, we have:

e obtained and evaluated the underlying transaction documentation supporting the
issuance of each class of loan notes, focusing on complex contractual terms, to verify
the associated rights and obligations;

e obtained external confirmations of the Company’s borrowing balance from external
market data to assess the valuation as at balance sheet date;

e evaluated the consistency of the loan notes outstanding at the reporting date to trustee
records and independently prepared investor reports; and

e assessed the appropriateness of the loan note disclosures made in the financial
statements

Key observations

Based on the evidence obtained, we concluded that the rights and obligations, and valuation
of the loan notes was appropriate.
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Habanero Funding Limited

Independent Auditor's Report to the Members of Habanero Funding Limited

6. Our application of materiality

6.1. Materiality

We define materiality as the magnitude of misstatement in the financial statements that makes it probable that the
economic decisions of a reasonably knowledgeable person would be changed or influenced. We use materiality both
in planning the scope of our audit work and in evaluating the results of our work.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Materiality £526,000 (2024: £2,652,000)

Basis for 1.5% of the deemed loan receivable (2024: 1.5% of the deemed loan receivable)
determining

materiality

Rationale for the The performance of the underlying pool of securitised assets is a key metric for the

benchmark noteholders as main driver of the repayment to noteholders.
applied

Deemed loan

Materiality £0.5m
receivable £35.1m

e  Audit Committee
reporting threshold
£0.03m

6.2. Performance materiality
We set performance materiality at a level lower than materiality to reduce the probability that, in aggregate,
uncorrected and undetected misstatements exceed the materiality for the financial statements as a whole.
Performance materiality was set at 70% of materiality for the 2025 audit (2024: 70%). In determining performance
materiality, we considered the following factors:

e  our risk assessment, including our assessment of the Company’s overall control environment; and
e the nature of, low volume and small size of, the uncorrected misstatements identified in the previous audits.
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Habanero Funding Limited
Independent Auditor's Report to the Members of Habanero Funding Limited

6.3. Error reporting threshold
We agreed with the Board of Directors that we would report to the Board all audit differences in excess of £26k
(2024: £133k), as well as differences below that threshold that, in our view, warranted reporting on qualitative
grounds. We also report to the Board of Directors on disclosure matters that we identify when assessing the overall
presentation of the financial statements.

7. An overview of the scope of our audit

7.1. Scoping
The Company issues loan notes to investors, secured on residential mortgage assets written by UK Mortgage
Lending Limited. Our audit scope focused on the audit of the material account balances and related disclosures
contained within the financial statements. Audit work to respond to the risks of material misstatement was
performed directly by the audit engagement team.

7.2. Our consideration of the control environment
We obtained an understanding of key business processes and their relevant controls including the use of service
organisations. We performed walkthroughs with management to understand the process and relevant controls that
address the risk of material misstatement in financial reporting. From the results of our procedures we made a
number of recommendations to management for improvements to controls. We have taken a fully substantive
approach to the audit.

7.3. Our consideration of climate-related risks
In planning our audit, we made enquiries of management to understand the extent of the potential impact of climate
change risk on the Company’s financial statements. Management concluded that there was no material impact on the
financial statements. Our evaluation of this conclusion included challenging key judgments and estimates in areas
where we considered that there was the greatest potential for climate change impact. We also considered the
consistency of the climate change disclosures in note 2.15 to the financial statements with our knowledge from our
audit.

8. Other information

The other information comprises the information included in the annual report, other than the financial statements
and our auditor’s report thereon. The directors are responsible for the other information contained within the annual
report.

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.

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 course of the audit, or
otherwise appears to be materially misstated.

Page 13



Docusign Envelope ID: 176ABE72-798D-8259-81C3-F04E80C2AFOD

Habanero Funding Limited
Independent Auditor's Report to the Members of Habanero Funding Limited

If we identify such material inconsistencies or apparent material misstatements, we are required to determine
whether this gives rise to a material misstatement in the financial statements themselves. 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.

9. Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view, 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.

10. Auditor’s 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 auditor’s 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.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website
at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

11. Extent to which the audit was considered capable of detecting irregularities, including fraud

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.

11.1.Identifying and assessing potential risks related to irregularities
In identifying and assessing risks of material misstatement in respect of irregularities, including fraud and non-
compliance with laws and regulations, we considered the following:
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Habanero Funding Limited

Independent Auditor's Report to the Members of Habanero Funding Limited

e the nature of the industry and sector, control environment and business performance;
e results of our enquiries of management and the directors about their own identification and assessment of
the risks of irregularities, including those that are specific to the Company’s sector;
e any matters we identified having obtained and reviewed the Company’s documentation of their policies and
procedures relating to:
o identifying, evaluating and complying with laws and regulations and whether they were aware of any
instances of non-compliance;
o detecting and responding to the risks of fraud and whether they have knowledge of any actual,
suspected or alleged fraud;
o the internal controls established to mitigate risks of fraud or non-compliance with laws and regulations;
e the matters discussed among the audit engagement team and relevant internal specialists, including credit
risk and financial instrument specialists regarding how and where fraud might occur in the financial
statements and any potential indicators of fraud.

As a result of these procedures, we considered the opportunities and incentives that may exist within the
organisation for fraud. In common with all audits under ISAs (UK), we are also required to perform specific
procedures to respond to the risk of management override.

We also obtained an understanding of the legal and regulatory framework that the Company operates in, focusing on
provisions of those laws and regulations that had a direct effect on the determination of material amounts and
disclosures in the financial statements. The key laws and regulations we considered in this context included the UK
Companies Act, Listing Rules and Securitisation tax legislation.

In addition, we considered provisions of other laws and regulations that do not have a direct effect on the financial
statements but compliance with which may be fundamental to the Company’s ability to operate or to avoid a
material penalty.

11.2. Audit response to risks identified

As a result of performing the above, we did not identify any key audit matters related to the potential risk of fraud or
non-compliance with laws and regulations.

In addition to the above, our procedures to respond to risks identified included the following:

e reviewing the financial statement disclosures and testing to supporting documentation to assess compliance
with provisions of relevant laws and regulations described as having a direct effect on the financial
statements;

e enquiring of management concerning actual and potential litigation and claims;

e performing analytical procedures to identify any unusual or unexpected relationships that may indicate
risks of material misstatement due to fraud;

e reading minutes of meetings of those charged with governance, reviewing internal audit reports and
reviewing correspondence with HMRC; and
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e in addressing the risk of fraud through management override of controls, testing the appropriateness of
journal entries and other adjustments; assessing whether the judgements made in making accounting
estimates are indicative of a potential bias; and evaluating the business rationale of any significant
transactions that are unusual or outside the normal course of business.

We also communicated relevant identified laws and regulations and potential fraud risks to all engagement team
members including internal specialists, and remained alert to any indications of fraud or non-compliance with laws
and regulations throughout the audit.

Report on other legal and regulatory requirements

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

e 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

e the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.

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 any material misstatements in the strategic report or the directors’ report.

13. Matters on which we are required to report by exception

13.1. Adequacy of explanations received and accounting records
Under the Companies Act 2006 we are required to report to you if, in our opinion:

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

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

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

We have nothing to report in respect of these matters.

13.2. Directors’ remuneration

Under the Companies Act 2006 we are also required to report if in our opinion certain disclosures of directors’
remuneration have not been made.

We have nothing to report in respect of this matter.
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14. 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 auditor’s report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Company and the
Company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

DocuSigned by:
N ~
085930AB72F94CC...

Neil Reed, FCA (Senior statutory auditor)
For and on behalf of Deloitte LLP
Statutory Auditor

Birmingham, United Kingdom

25 June 2026
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Statement of Comprehensive Income for the year ended 31 December 2025

2025 2024
Notes ¢ ¢
Interest receivable and similar income 4 5,167,053 10,503,926
Interest payable and similar expense 5 (5,156,473) (11,281,068)
Net interest income/(expense) 10,580 (777,142)
Other operating expenses 6 (248,2406) (342,087)
Change in fair value of derivatives 275,247 2,099,632
Profit before tax 37,581 980,403
Corporation tax expense 7 (380) (500)
Profit for the year 37,201 979,903
Other comprehensive income
Total other comprehensive income/(loss) - -
Total comprehensive income/(loss) for the year 37,201 979,903

All amounts relate to continuing activities. The Company operates in a single business segment, and all activities are
in the UK. All recognised gains or losses in the current year are included in the Statement of Comprehensive Income
for the year ended 31 December 2025.

The notes on pages 21 to 40 form an integral part of these financial statements.
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Assets

Cash and cash equivalents

Deemed loan receivable: amounts within one year
Deemed loan receivable: amounts after one year

Derivative financial instruments: amounts within one
year

Trade and other receivables

Total assets

Liabilities

Loan notes: amounts within one year

Loan notes: amounts after one year

Derivative financial instruments: amounts within one
year

Derivative financial instruments: amounts after one year

Trade and other payables

Total liabilities

Equity
Share capital
Retained losses

Total Deficit

Total equity and liabilities

The notes on pages 21 to 40 form an integral part of these financial statements.

Notes

10

10

11

13
13

12

14

2025 2024

£ £
1,193,087 7,322,926
5,368,395 30,574,375
29,722,626 149,327,610
- 206,939

698,629 233,382
36,982,737 187,665,232
5,312,573 30,781,314
33,515,356 156,099,662
55,821 -
2,312 300,653
26,568 2,450,697
38,912,630 189,632,326
1 1
(1,929,894) (1,967,095)
(1,929,893) (1,967,094)
36,982,737 187,665,232

The financial statements on pages 18 to 40 were approved and authorised for issue by the Board on 25 June 2026 and

were signed on its behalf by:

-

Mark Filer, per pro L.D.C Securitisation Director No.l Limited

Director
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Statement of Changes in Equity for the year ended 31 December 2025

Retained
Share capital earnings Total
£ £ £
At 1 January 2025 1 (1,967,095) (1,967,094)
Profit for the year 37,201 37,201
At 31 December 2025 1 (1,929,894) (1,929,893)
Retained
Share capital earnings Total
£ £ £
At 1 January 2024 1 (2,946,998) (2,946,997)
Profit for the year - 979,903 979,903
At 31 December 2024 1 (1,967,095) (1,967,094)
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Notes to the Financial Statements for the year ended 31 December 2025

1 Accounting Policies

General information

Habanero Funding Limited was incorporated on 25th January 2021. The Company is a privately owned Company
limited by shares and registered in England and Wales. The registered office in 8th Floor, Bishopsgate, London, EC2N
4AG, UK, registration number 13156733.

2 Basis of preparation

2.1 Basis of preparation of financial statements

The financial statements have been prepared in accordance with Financial Reporting Standard 101, ‘Reduced
Disclosure Framework’ (FRS 101) and the Companies Act 2006. The financial statements are prepared on the
historical cost basis with exception to derivatives which are fair value through profit or loss (FVTPL).

Company law requires the directors to prepare financial statements for each financial year. Under that law, the
directors are required to prepare the financial statements in accordance with Financial Reporting Standard 101
Reduced Disclosure Framework. Under company law the directors must not approve the financial statements unless
they are satisfied that they give a true and fair view of the state of affairs of the company and of the profit or loss of
the company for that period.

The preparation of financial statements in compliance with FRS 101 requires the use of certain critical accounting
estimates. It also requires management to exercise judgment in applying the Company's accounting policies. The
following principal accounting policies have been applied.

2.2 Financial reporting standard 101 reduced disclosure exemptions

Despite not having legal ownership, Pepper Global TopCo Limited has a right to variable returns from its involvement
with the Company and has the ability to affect those returns through its power over the Company and has the ability
to affect those returns through its power over the Company. Therefore, under IFRS 10 and for accounting purposes,
the Company’s ultimate parent and controlling party is Pepper Global TopCo Limited.

The consolidated financial statements of Pepper Money Group Limited (“PMG” or the “Group”) are prepared in
accordance with international Financial Reporting Standards and can be obtained from the Company Secretary at the
registered office - 4 Capital Quarter, Tyndall Street, Cardiff, CF10 4BZ. The Company has taken advantage of the
following disclosure exemptions under FRS 101:

e FRS 101.8 (g): the requirements of paragraphs 10 (d), 10 (f), 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D, 111
and 134 to 136 of IAS 1 Presentation of Financial Statements to produce a cash flow statement , a third Statement
of Financial Position, to make an explicit and unreserved statement of compliance with IFRSs, and to disclose
the entity’s objectives, policies and processes for managing capital.

e FRS 101.8 (h): the requirements of IAS 7 Statements of Cash Flows to produce a cash flow statement.

e FRS 101.8 (i): the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors to include a list of new IFRSs that have been issued but that have yet to be applied.

e FRS 101.8 (j): the requirements of paragraphs 17 and 18A of IAS 24 Related Party Disclosures to disclose key
management personnel compensation information.
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Notes to the Financial Statements for the year ended 31 December 2025 (continued)

2 Basis of preparation (continued)

2.2 Financial reporting standard 101 reduced disclosure exemptions (continued)

e FRS 101.8 (I): the requirements of paragraphs 134(d)-134(f) and 135(c)-135(e) of IAS 36 Impairment of Assets
to disclose details of valuation techniques and assumptions used for assets held at fair value less cost to sell
categorised as Level 2 and Level 3 in accordance with the IFRS 13 fair value hierarchy (where equivalent
disclosures are made in the Group’s consolidated financial statements).

New and amended standards adopted
There have been no new amended standards adopted by the Company in 2025.

Adoption of other amendments to existing standards and annual improvements applicable in 2025 did not have any
impact on the Company’s accounting policies and did not require retrospective adjustments.

The UK Endorsement Board (UKEB) formally adopted IFRS 18 Presentation and Disclosure in Financial Statements
for use in the UK on 10 December 2025, this will replace IAS 1 Presentation of Financial Statements. IFRS 18
introduces new presentations requirements within the statement of profit or loss, including prescribed totals and
subtotals. It also requires disclosure of newly defined management defined performance measures, which represent
subtotals of income and expenses. In addition, the standard sets out enhanced requirements for the aggregation and
disaggregation of financial information, reflecting the distinct roles of the primary financial statements and the notes.

IFRS 18 is effective for reporting periods beginning o or after 1 January 2027. The Company is currently assessing
the full impact of these amendments on its primary financial statements and accompanying notes.

The Company proposes to continue to adopt the reduced disclosure framework of FRS 101 in its next financial
statements.

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

2.3 Going concern

The financial statements have been prepared on a going concern basis. The Directors have assessed the likelihood that
the Company will be able to meet its debts as they fall due for the period of at least 15 months from the date of signing
of the financial statements (the “Going Concern Assessment”). The Going Concern Assessment included
consideration of a range of information relating to present and future conditions, including the current impact of
conflict in the Middle East, the current state of the statement of financial position, future projections of profitability,
cash flows, capital resources and the longer-term strategy of the business. The Directors also considered a range of
extreme but plausible stress scenarios and a reverse stress scenario, to identify events that could endanger the
Company’s going concern status. The forecasts and projections show that the Company will be able to operate with
adequate levels of both liquidity and capital in all stressed scenarios.

It is the intention of the Directors of the Company to continue operations until such a time as the amounts due from
the Deemed loan have been fully realised. Ultimately due to the nature of the Loan notes, any shortfall in the proceeds
of'the Deemed loan will be a risk to the holders of the Loan notes. If the proceeds from the Deemed loan are insufficient
to pay amounts due to the noteholders of the Loan notes, such amounts will cease to be due and payable by the
Company.
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Notes to the Financial Statements for the year ended 31 December 2025 (continued)

2 Basis of preparation (continued)

2.4 Interest income and expense

Interest income and expense are recognised in profit and loss using the effective interest method ("EIR") method. The
effective interest rate is the rate that exactly discounts the estimated future cash receipts and payments through the
expected life of the financial asset or liability to the carrying amount of the financial asset or liability. When estimating
the expected interest rate, the Company estimates future cash flows considering all contractual terms of the financial
asset or liability, but not future credit losses.

The calculation of the effective interest rate includes all relevant transaction costs and fees paid or received that are
integral to the contract. Transaction costs include incremental costs that are directly attributable to the acquisition or
issue of a financial asset or liability. The methodology applied is discussed in note 3.1.

Interest income and expense are measured at amortised cost. Income is recognised on an EIR basis, except in the case
of any gross mortgage loan balance within the Deemed loan asset that is:

® purchased or originated as credit impaired, for which the original credit-adjusted effective interest rate is applied
to the amortised cost of the financial asset; and

not originated credit impaired but has since become credit impaired (residing within stage 3 of the expected credit loss
(“ECL”) table — see note 10). Interest income is recognised by applying the EIR to the net loan balance (i.e. after
deducting the ECL provision

2.5 Financial instruments
a) Recognition

Financial assets and liabilities are initially recognised in the Statement of Financial Position at fair value when the
Company becomes party to the contractual provisions of the instrument. The Deemed loan is initially recognised when
it is advanced to Originator/Seller. Sales of financial assets are recognised on the trade date at which the commitment
to sell is made.

b) Derecognition of financial assets

Financial assets are de-recognised when the rights to receive cash flows from them has expired or where the Company
has transferred substantially all the risks and rewards of ownership.

c) Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expired. Where
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange. On derecognition of a financial liability measured
at amortised cost, the difference between the liabilities' carrying amount and the sum of the consideration paid and
payable is recognised in profit or loss as other income.
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2 Basis of preparation (continued)

2.5 Financial instruments (continued)

d) Classification and measurement

The three classification categories for financial assets are amortised cost, fair value through other comprehensive
income (“FVTOCT”) and fair value through profit or loss (“FVTPL”).

Financial assets at amortised cost

Financial assets measured at amortised cost are those for which the business model objective is to hold and collect the
contractual cash flows, and the cash flows are solely payments of principal and interest (“SPPI”’). These assets are
initially measured at fair value (including directly attributable transaction costs and fees integral to the contract). Initial
measurement of the asset is based on the business model test (to collect and hold) and the contractual cash flows test
(SPPI). Subsequent measurement is based on the requirements of IFRS 9 for assets held at amortised cost.

Amortised cost financial assets are subsequently measured at the amount at which the financial instrument was
measured at initial recognition, less principal repayments, plus or minus the cumulative amortisation using the
effective interest method of the difference between that initial amount and the maturity amount and adjusted for any
loss allowance. Deemed loans, trade and other receivables and cash and cash equivalents are measured at amortised
cost.

The IFRS 9 business models reflect how financial assets are managed in order to generate cashflows. The business
model determines whether cash flows will result from collecting contractual cash flows, selling financial assets or
both. Past experience and future plans will be factors in determining the business model for a group of assets.

The payment of principal and interest is consistent with a basic lending arrangement i.e. interest includes only
consideration for the time value of money, credit risk, other basic lending risk (including liquidity risk), costs and a
profit margin that is consistent with a basic lending arrangement. If the SPPI test is not passed, then the asset is
measured at fair value through the Statement of Comprehensive Income.

Financial assets at fair value through other comprehensive income

No assets are currently measured at FVTOCI. Financial assets recorded at FVTOCI are measured at their fair value,
with all movements in fair value recognised through other comprehensive income on the Statement of Comprehensive
Income.

Financial assets at fair value through the profit or loss

Financial assets that are not measured at amortised cost or at FVTOCI are measured at FVTPL. The derivatives
financial instrument are measured at FVTPL.
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2 Basis of preparation (continued)

2.5 Financial instruments (continued)

e) Impairment of financial assets

The only asset held by the Company that is at risk of material impairment is the Deemed loan asset due from UKSLL,
the repayment of which is dependent upon the performance of the underlying mortgage loans, the Company has credit
enhancements which reduces the credit risk (please refer to section 3.1 on page 28).

Mortgage loans are considered impaired when it is probable that the Company will be unable to collect all amounts
due according to the contractual terms of the agreement.

Credit enhancement is provided to the securitisation structure in a number of ways. The interest income on the
mortgage loans is expected to exceed the interest payable on the Notes. This excess spread is available to make good
any reductions in the principal balance of the mortgage loans as a result of defaults by customers. In addition, the risk
of impairment is mitigated by the credit enhancement collateral within the Company securitisation structure (e.g.
reserve fund and junior notes). The performance of the mortgage portfolio is continually assessed by UKSLL.

As a result of the available credit enhancement at 31 December 2025, impairment losses on the underlying mortgage
portfolio will not result in an impairment loss on the Deemed loan as they do not exceed the credit enhancement.
Therefore, no impairment provision was made as at 31 December 2025.

Below is the detailed accounting policy used in the assessment of the impairment of the underlying mortgage portfolio:

Under IFRS 9, expected credit losses (“ECL”) is assessed on a forward-looking basis for debt instruments and financial
assets and carried at amortised cost by a three stage approach. The ECL values are derived from statistical models and
are adjusted to reflect probability-weighted forward-looking information. An external model from Standard's and
Poor's is used to calculate the probability of default ("PD") while internally developed models are used to calculate
the loss given default ("LGD"), exposure at default (“EAD”) and ECL. In calculating the ECL provision, the mortgage
book is treated as homogenous and the loan portfolios are not segmented.

The key inputs used for measuring ECL are PD, LGD and EAD. These three components are multiplied together to
produce an ECL for each future month which is then discounted back to the reporting date using the effective
interest rate and summed. This calculation is undertaken for several selected macro-economic scenarios and
probability weighted to produce the final loss allowance/ ECL.

e PD is an estimate of the likelihood of default over a given time horizon and uses data points available from the
credit agency in association with internal data. The Group’s PDs are estimated considering the contractual
maturities of exposures and estimated repayment rates. The impairment methodology that is applied depends on
whether there has been a significant increase in credit risk (“SICR”) or the asset is a credit impaired asset.

e LGD is an estimate of the loss arising on default. The LGD models for secured assets consider forecasts of future
collateral valuation considering forced sale discounts, time to realisation, and cost of realisation of collateral.
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2 Basis of preparation (continued)

2.5 Financial instruments (continued)
e) Impairment of financial assets (continued)

e EAD is an estimate of the exposure at a future default date, considering expected changes in the exposure after
the reporting date including repayments of principal and interest.

Stage classification
IFRS 9 calculations and related disclosures require loan assets to be divided into three stages. The three classes
comprise:

Stage 1 - performing: Those assets where there has been no SICR since origination e.g. loans that are less than 30 days
past due. Financial instruments are classified within stage 1 on initial recognition. A loss provision is required equal
to the expected loss over the next 12 months.

Stage 2 - assets with SICR: Stage 2 is defined as when a significant increase in credit risk has occurred, but the asset
is not credit impaired. When determining whether the risk of default has increased significantly since initial
recognition, the Company considers both qualitative and quantitative information. The Company utilises the 30-day
rebuttable backstop and considers that significant increase in credit risk occurs when the borrower is more than 30
days past due on their contractual payments. The Company also considers other qualitative indicators such as past
arrears, arrears above set threshold etc. This stage requires a loss provision equal to the expected loss over the expected
lifetime of the asset.

Stage 3 - Credit impaired assets (or at default): The Company defines an asset to be credit impaired (or at default) and
classifies it as stage 3 for ECL calculation, when the borrower is more than 90 days past due on contractual payments,
where there is a loss on security on the loan balance, where there is actual or suspected customer fraud impacting
recoverability or where there are legal or contractual issues preventing recoverability

As of 31 December 2025, none of the assets are credit impaired on initial recognition.

Calculation of the ECL

This is calculated as the discounted multiple of PD, EAD and LGD, which are all based on historical analysis and
forward-looking future economic assumptions.

Forward looking information

The calculation of loan loss provision incorporates the use of external and internal forward-looking information
comprising relevant economic data, macro-economic scenarios and key economic variables impacting credit risk.
Economic data and forecasts published by the UK government bodies and the Bank of England’s Monetary Policy
Committee (“MPC”) are used in the development of macroeconomic scenarios.

The Group has applied probability weightings to the forecast scenarios identified in its measurement of loan loss
provision. Post model adjustments (management overlays) are applied for assets with a specific risk characteristic
which is not captured within the models.

Write-offs: Loans are written off when the Group determines that, following the exercise of security over underlying
assets, the borrower has insufficient assets or sources of income that could generate sufficient cash flows to repay the
amounts subject to the write-off. A write-off constitutes a de-recognition event. The Group may apply enforcement
activities to financial assets written off. Recoveries resulting from the Group’s enforcement activities will result in
reversal of impairment loss.

f) Financial liabilities

Financial liabilities are initially recognised at fair value, net of transaction costs, and are subsequently measured at
amortised cost at the effective interest rate. Derivatives are measured at fair value through profit or loss from inception
and through to subsequent re-measurement.
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2 Basis of preparation (continued)

2.5 Financial instruments (continued)

g) Loan notes

The Loan notes are classified as financial liabilities and are initially recognised at fair value at the date of the issuance
of the liability net of transaction costs and are subsequently measured at amortised cost using the effective interest
rate method.

h) Current and non-current classification

The Company presents assets and liabilities in the statement of financial position based on current and non-current
classification. The classification of financial assets and financial liabilities is based on contractual maturity and
expected cash flows at the reporting date, with amounts recoverable or payable within twelve months classified as
current and the balance as non-current.

2.6 Cash and cash equivalents

Cash and cash equivalents comprise balances with less than three months’ maturity from the date of acquisition,
including cash in hand and deposits held with banks.

2.7 Deemed loan asset

In accordance with IFRS 9, where a transfer of a financial asset does not qualify for derecognition, the Company
(being the transferee) derecognises the cash or other consideration paid and recognises a receivable from the transferor
(being the Originator). In relation to the mortgage portfolios transferred to the Company, derecognition is considered
to be inappropriate for the Originator’s own financial statements as the Originator has retained significant risks and
rewards of ownership of that financial asset. The Company’s financial statements are therefore prepared on the basis
that the acquisitions of beneficial interests in mortgage portfolios are recognised as a collateralised loan (Deemed
loan) to the Originator.

The Deemed loan asset held by the Company has a credit enhancement, equal to the amount of the issued junior notes,
and as such impairment losses on the underlying assets will not result in an impairment loss on the Deemed loan asset
as long as they do not exceed the credit enhancement. The definition of default and the significant increase in credit
risk of the Deemed loan asset is based on the underlying mortgage loan definition of default and significant increase
in credit risk as defined in the financial instruments note above.

2.8 Deferred purchase consideration

Under the terms of the mortgage sale agreement for the purchase of the mortgage loans, the Company has a liability
to pay deferred consideration. Deferred consideration is accounted for on an accrual basis, being the best estimate of
the liability due to the residual interest holders and calculated as the excess in cash flows at the end of the waterfall,
after reserving the required amount of retained profit in accordance with the trust agreement.

The deferred consideration can be either an asset or liability depending on the cash proceeds or payments made by
the company, in both cases the asset or liability is netted against the Deemed loan asset. The deferred consideration
will ultimately be settled by payments of cash in accordance with the mortgage sale agreement and is distributable
after all other obligations have been met.

2.9 Trade and other receivables

Other assets are recognised initially at fair value. Subsequent to initial recognition they are measured at amortised
cost using the effective interest method, less any impairment losses. These are earned in the ordinary course of
business and the simplified approach as allowable under IFRS 9 has been applied. As such, a lifetime ECL has been
assessed for these assets. Due to the short-term nature and credit risk of the counterparties, the ECL has been
assessed as immaterial and no provision is recognised.
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2 Basis of preparation (continued)

2.10 Derivative financial instruments

The Company uses derivative financial instruments to economically hedge the possible variance between the fixed
and floating interest flows received from the underlying mortgage pool and the floating interest rate payable on the
issued debt security notes. Derivative financial instruments with external counterparties are principally valued by
discounted cash flow models using yield curves that are based on observable market data or are based on valuations
obtained from counterparties.

2.11 Trade and other payables

Other liabilities are recognised initially at fair value. Subsequent to initial recognition they are measured at amortised
cost using the effective interest rate method.

2.12 Expenses

Expenses incurred have been recognised on an accruals basis.

2.13 Corporate tax

The Company is a “Securitised Company” for the purposes of corporation tax. Tax is charged in accordance with the
Taxation of Securitisation Companies Regulations 2006/3296, Regulation 14. As a securitisation vehicle, the
Company is only subject to current tax on the profits that it is required to retain per transaction documents (see note
7). This is different from the basis on which the accounting profit is reported in the financial statements.

All differences between the Company’s accounting profits and taxable net cash flows are therefore treated as
permanent differences as no timing differences with future tax consequences arise, no deferred tax is required to be
recognised.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year.

2.14 Functional/ Presentation currency and Foreign currency transactions
The financial statements are presented in Pounds Sterling (£), the primary, and trading, currency of the Company.

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transaction. Foreign exchange gains and losses resulting from the settlement of such transactions are
recognised in the Statement of Comprehensive Income.
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2 Basis of preparation (continued)

2.15 Climate change

Climate change is a global challenge and an emerging risk to businesses, people and the environment. Therefore, in
preparing the financial statements, the Company has considered the impact of climate-related risks on its financial
position and performance, including the impact on expected credit losses and redemption profiles included in EIR.
While the effects of climate change represent a source of estimation uncertainty, the Company does not consider there
to be a material impact on its judgements and estimates from the physical or transition risks in the short to medium
term.

3 Critical accounting judgements and key sources of estimation uncertainty

The preparation of financial statements requires the use of judgment, estimates and assumptions. Should different
assumptions or estimates be applied, the resulting values may change, impacting the net assets and income of the
Company. These estimates and assumptions are reviewed on an ongoing basis. There are no key source of estimation
uncertainty. The nature of critical accounting judgements made are noted below.

3.1 Securitisation accounting — critical accounting judgement

In a securitisation transaction, the securitised loan, which in this case is the mortgage loans, may be recognised in the
financial statements of the Seller, which in this case is UKSLL or the securitisation entity, in this case the Company.
This depends on whether the sale of the securitised assets from the Seller to the securitisation entity meets the
derecognition criteria of IFRS 9. If the securitisation entity has the practical ability to sell the securitised assets in their
entirety to an unrelated third party and is able to exercise that ability unilaterally and without the imposition of
additional restrictions on the transfer, the securitisation entity would control the loans and therefore would recognise
on the Statement of Financial Position. In this case, the Company does not have the practical ability to sell the loans
to an unrelated party.

As a result, the Company does not control the mortgage loans, hence the underlying loans remain on the Statement
of Financial Position of the Seller. Instead of recognising the mortgage loans, the Company recognises a
collateralised ‘Deemed loan’ to the Seller to represent the Company’s acquisition of the beneficial interests in the
mortgage loan.

4 Interest receivable and similar income
2025 2024
£ £
Interest income and similar income 4,891,998 10,057,499
Bank interest 275,055 446,427

5,167,053 10,503,926

Interest income and similar income includes a gain from write off of junior notes by UKMLL amounting to £9.2m
(2024: £ nil), residual distribution amounting to debit £7.5m (2024: credit £1.0m) together with interest and fees due
on the Deemed Loan.
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5 Interest payable and similar expenses
2025 2024
£ £
Interest expense on Loan notes 5,156,473 11,281,068
6 Other operating expenses
2025 2024
£ £
Servicer fees 162,332 143,406
Trustee fees 15,262 1,134
Other expenses 70,652 197,547
248,246 342,087
Fees payable to the Company's auditor and its associates for the audit of the
Company's annual accounts (including expenses and excluding VAT) 36,677 34,458

The Company has no employees and services required are contracted from third parties. The Directors received no
remuneration from the Company in respect of qualifying services rendered during the year, similar to prior year.

7 Corporate Tax
2025 2024
£ £
A) Analysis of the company tax charge
UK Corporation tax charge for the year (380) (500)
Current tax on Profit for the year (380) (500)
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8 Corporate Tax (continued)

Factors affecting tax charge for the year

Profit before tax

Effects of:

Accounting profit not taxed in accordance with SI 2006/3296
Cash retained profit taxed in accordance with SI 2006/3296

Tax charge at 25% (2024: 25%)

Total tax charge for the year

2025 2024

£ £
37,581 980,403
(35,581) (978,403)
2,000 2,000
(380) (500)
(380) (500)

For UK corporation tax purposes, the Company has been considered as a Securitisation Company under the ‘Taxation
of Securitisation Companies Regulations 2006 (SI 2006/3296)’. Therefore, the Company is not required to pay
corporation tax on its accounting profit or loss. Instead, the Company is required to pay tax on its retained profits as
specified in the documentation governing the transaction. Under the terms of the securitisation, the Company is

permitted to retain £2,000 for the year.

8 Cash and cash equivalents

Cash and cash equivalents

9 Derivative financial instruments

Derivative financial instruments: (assets)/liabilities
Derivative financial instruments

Total derivatives

Current
Non-current

2025 2024

£ £
1,193,087 7,322,926
2025 2024

£ £
(58,133) (93,714)
(58,133) (93,714)
(55,821) 206,939
(2,312) (300,653)
(58,133) (93,714)

During the year none of the interest rate swaps are designated for hedge accounting. During the year net realised gains

on interest rate swaps recorded in income statement of £240,591 (2024: £1,066,901).

This is a level 2 financial instrument. The notional amount of the swap at 31 December 2025 is £27,913,769 (2024:

£177,742,435).
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10 Deemed loan

2025 2024

£ £

Opening Balance 171,770,263 49,300,155
Principal net (repayments)/advanced on Deemed loan (133,418,558) 121,768,775
Interest received (5,153,336) (10,964,507)
Accrued interest during the year 4,340,059 11,665,840
Closing balance of the gross Deemed loan asset 37,538,429 171,770,263
Deferred purchase consideration (2,447,408) 8,131,722
Closing balance of deemed loan asset 35,091,021 179,901,985
Of which: receivable within 12 months 5,368,395 30,574,375
Of which: receivable after 12 months 29,722,626 149,327,610
Closing balance of deemed loan asset 35,091,021 179,901,985

The underlying mortgage loans have been originated in England and Wales. The purchase of the mortgage loans has
been funded by the issue of Loan notes. The credit enhancement consists of UKSLL ownership of the junior notes.

During the year, the Company repapered its warehouse facility on 21 October 2025, resulting in the change in the
Deemed loan counterparty from UKMLL to UKSLL. At the date of repapering the Company settled deemed loans
with UKMLL. Accordingly, deemed loan advances and principal repayments presented in the table above relate to
transactions with UKMLL prior to the repapering and to transactions with UKSLL thereafter.

At 31 December 2025, the outstanding deemed loan balance is fully attributable to UKSLL (2024: UKMLL).

Analysis of credit risk of underlying mortgage loans

The principal credit risk to the Company is if borrowers are unable or unwilling to meet their interest and principal
repayment obligations as they fall due. The Company mitigates this risk by only acquiring Mortgage Loans that satisfy
specific underwriting and due diligence standards as outlined in the Habanero Funding Sale Agreement that the
Company has with the Seller and other parties. Refer to note 15 for credit risk management policy.

11 Trade and other receivables
2025 2024
£ £
Trade and other receivables 698,629 233,382

There has been no ECL provision during the year (2024: £nil).
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12 Trade and other payables

Accrued expenses
Other creditors
Income Tax Payable

2025 2024
£ £
25,205 1,622
; 2,448,092

1,363 983
26,568 2,450,697

The decrease in other creditors is mainly due to repayment of balances on the date of repapering during the year.

13 Loan notes

This note provides information about the contractual terms of the Company’s notes.

Opening balance
Redemptions
Drawdowns

Closing Notes balance

Accrued interest

Current
Non-current

2025 2024

£ £
186,026,393 63,787.817
(186,810,941) (48,963,123)
39,512,276 171,201,699
38,727,728 186,026,393
100,201 854,583
38,827,929 186,880,976
5,312,573 30,781,314
33,515,356 156,099,662
38,827,929 186,880,976

The Loan notes are a limited recourse obligation of the Company and hence only payable to the extent of funds
received from the Deemed loan. Payment of interest and principal on Class A Notes rank senior to those payments
relating to the other Loan notes. Once the Deemed loan has fully matured, the principal balance is repaid in accordance

with the class of the Loan note.

During the year, the Company repapered its warehouse facility on 21 October 2025, resulting in the change in the loan
notes counterparty from UKMLL to UKSLL. At the date of repapering, the existing loan notes were settled and,

subsequently, new loan notes were issued to the new counterparty.

A summary of the Loan notes is outlined in the table below:

Opening Drawdowns Repayments Closing

balance 2025 2025 2025 balance 2025

Class of Notes issued £ £ £ £
Note Class A 149,500,000 (149,500,000) 32,500,000 32,500,000
Note Class B 16,470,000 (16,470,000) 4,000,000 4,000,000
Note Class C 9,498,904 (9,498,904) 2,000,000 2,000,000
Note Class E 1,168,000 (1,673,000) 506,000 1,000
Note Class L 9,389,489 (9,669,037) 506,276 226,728
186,026,393 (186,810,941) 39,512,276 38,727,728
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13 Loan notes (continued)

Opening Closing
balance Drawdowns Repayments balance
2024 2024 2024 2024

Class of Notes issued £ £ £ £
Note Class A 46,210,000 143,690,000 (40,400,000) 149,500,000
Note Class B 5,500,000 15,700,000 (4,730,000) 16,470,000
Note Class C 4,050,000 9,282,027 (3,833,123) 9,498,904
Note Class E - 1,168,000 - 1,168,000
Note Class L 8,027,817 1,361,672 - 9,389,489

63,787,817 171,201,699 (48,963,123) 186,026,393

Interest

Interest on the Loan notes is payable monthly in arrears. The payment of interest on the Loan notes is dependent on
the receipt of income from the underlying mortgage loans. The Loan notes are limited recourse obligations of the
Company so that if the Company has insufficient funds to make payment in full of all amounts of interest available in
respect of any class of Loan notes, after having paid for items according to the priority of payments, then that amount
shall not be due and payable, and the Company will be entitled to defer payment until the following Interest Payment
Date (IPD). To the extent that there are insufficient funds on the following IPD, the deferral of interest shall continue
until the maturity date or any earlier date on which the Loan notes are redeemed.

Redemption
Redemption of the Loan notes will be made from the principal proceeds received from the underlying mortgage loans
on the relevant payment date, in accordance to the seniority of the Loan notes and availability of funds.

14 Called up share capital

2025 2024
£ £
Authorised, allotted, called up and paid Ordinary shares of £1 each 1 1

The Law Debenture Intermediary Corporation P.L.C. is the sole member of the Company. All shares were issued at
par; 1 share was issued on incorporation.

15 Financial risk management

The Company's exposure to risks on its financial instruments and the management of such risks are largely determined
from the inception of the securitisation transaction. The Company's activities and the role of each party to the
transaction are clearly defined and documented. Cash flow modelling, including multiple stress scenarios, is carried
out as part of the structuring of the transaction, and is required by the rating agencies to establish appropriate rating
levels for the Loan notes. Following initial Set-up, the Directors monitor the Company's performance, reviewing
reports on the performance of the Deemed loan. Such review is designed to ensure that the terms of the transaction
documentation have been met, that no unforeseen risks have arisen and that the noteholders have been paid on a timely
basis.

Financial risks (including Credit risk) of the Deemed loan asset is considered to be substantially the same as the risk
related to mortgage loans and as such the Directors consider it appropriate to disclose the risks associated with
underlying mortgage loans.
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15 Financial risk management (continued)
Credit risk

Credit risk is the risk of suffering financial loss should the Company’s counterparties fail to fulfil their contractual
obligations to the Company. The Company has mitigated the risk of financial loss by ensuring it only deals with
creditworthy counterparties.

The Company's business objective rests on the financing of a mortgage loan portfolio. The Company considers the
evaluation of the underlying borrower's ability to service the deemed loan according to its terms to be the principal
factor in assessing credit risk and the decision to acquire the deemed loan.

The Directors have considered the latest credit risk information of the underlying mortgage loans including loan loss
provisioning. The expected loss basis on the underlying mortgage portfolio is absorption by the credit enhancement
at the Deemed loan level in the form of the subordinated junior note and the deferred consideration.

Maximum credit exposure

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit
risk at the reporting dates was as follows:

As at As at
As at As at
31 Dec 25 31 D£ec 25 31 Dec 24 31 D£ec 24
£ . £ .
Carrying Value Maximum Carrying Value Maximum
Exposure Exposure
Deemed loan 35,091,021 35,091,021 179,901,985 179,901,985
Trade and other
receivables 698,629 698,629 233,382 233,382
Cash and cash
equivalents 1,193,087 1,193,087 7,322,926 7,322,926
Derivative
financial
instruments - - 206,939 206,939
36,982,737 36,982,737 187,665,232 187,665,232

The cash at bank is held with Citibank N.A London Branch. Citibank N.A London Branch currently holds an Aa3/P-
1 (2024: Aa3/P-1) credit rating by Moody's. The other debtors are made up of prepaid expenses.

Credit quality of underlying mortgages

The Originator credit policy defines all types of property loans it will accept. Policy is principally dictated by the
credit committee and include maximum loan terms, loan to value (“LTV”) and single borrower limits. The Company's
credit quality of the mortgage loans is controlled through the application of the Originator’s underwriting criteria
which includes an assessment of the property, the borrower’s background and affordability measures.

Management assesses the ongoing credit quality of its mortgage loan portfolio based on days past due. Arrears
management activities commence as soon an instalment becomes past due and are designed to take into consideration
of individual circumstances. In the event of default, when all other options are exhausted with the borrower, the
underlying property provides collateral for the loan.

The primary exit strategy for underlying mortgages is the sale of the underlying collateral, therefore management
assess the credit quality of these mortgages based on the LTV.
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15 Financial risk management (continued)

Analysis of loans by payment due status
The following table summarises the arrears position as at the year end:

2025 2024
Percentage of  Gross loans  Percentage of  Gross loans

total and advances total and advances
Arrears % £ % £
Not past due 98.3% 36,727,640 98.0 % 167,395,814
>0 <1 month in arrears - - 0.5% 806,130
=>] <2 month in arrears 0.1% 22,567 0.6% 1,070,058
=>2 <3 month in arrears 0.3% 105,076 0.3% 495,961
=>3 <6 month in arrears - - 0.2% 389,384
=>6 month in arrears 1.3% 491,833 0.4% 665,453
Total Gross Loans and advances 100.0% 37,347,116 100.0% 170,822,800

Collateral held as security for underlying mortgages

All the mortgage loans are secured by a second charge over residential property in England and Wales. The
following table provides an analysis of underlying mortgages by LTV:

2025 2024
Percentage of Gross loans and Percentage of Gross loans and
total advances total advances
% £ % £

Indexed Loan to Value

0% - 50% 23.3% 8,697,828 23.7% 40,556,478
50% - 60% 14.8% 5,530,943 17.1% 29,212,138
60% - 75% 25.0% 9,332,781 36.6% 62,464,602
75% + 36.9% 13,785,564 22.6% 38,589,582
Total Gross Loans and advances 100.0% 37,347,116 100.0% 170,822,800

The figures above comprise the gross underlying mortgage loans plus accrued interest and excludes the accrued
effective interest rate, and the credit enhancement. The LTV calculation is based on the original value of the property
indexed to the end of the year using HPI indexation. The loan figure in the calculation also includes any fees that were
added to the value of the loan.
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15 Financial risk management (continued)

Concentration of exposure

Credit concentration risk arises where any single exposure, or group of exposures based on common risk
characteristics, has the potential to produce sufficiently large losses such that it threatens the Company’s ability to
maintain its core operations. Exposure to groups of loans that share the same characteristics is reduced through the
underwriting process. The Company’s management of concentration risk includes monitoring the following ratios:

As at As at

31 Dec 25 31 Dec 24

£ £

Maximum percentage of mortgage loan portfolio balance in Greater London 30% 28%
and South East England

Percentage of mortgage loan balances with self-employed borrowers 28% 20%

Liquidity risk

Liquidity risk is defined as the risk of being unable to fulfil current or future payment obligations in full on the due
date.

The Company's assets are financed primarily by the issuance of the Loan notes. The financing policy substantially
reduces the Company's liquidity risk by matching the payment profile of the Company's funding to the payment profile
of the assets being funded.

Due to the limited recourse obligations of the Company in respect of the Loan notes, the Company is only obliged to
make payments of interest and principal on the Loan notes to the extent that payments are received from the Deemed
loan or from any security over the underlying loans being realised. In the event that the Company has insufficient
funds available to pay interest and/or principal on the Loan notes the ultimate Note holders will incur a loss of interest
and/or principal which would otherwise be due.

The following tables set out the remaining contractual maturities of the Company’s financial liabilities by type.

Greater than

1 year but
Carrying Gross cash Within 1 within 5
amount flows year years After 5 years
2025 £ £ £ £ £
Loan notes 38,827,929 36,805,419 6,645,263 24,719,332 5,440,824
Trade and other payables 26,568 26,568 26,568 - -
Total non-derivative
financial instruments 38,854,497 36,831,987 6,671,831 24,719,332 5,440,824
Greater than
1 year but
Carrying Gross cash Within 1 within 5
amount flows year years After S years
2024 £ £ £ £ £
Loan notes 186,880,976 296,584,687 41,667,906 113,777,982 141,138,799
Trade and other payables 2,450,697 2,450,697 2,450,697 - -
Total non-derivative
financial instruments 189,331,673 299,035,384 44,118,603 113,777,982 141,138,799
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15 Financial risk management (continued)

Interest rate risk

Interest rate risk exists where assets and liabilities have interest rates set under a different basis or which reset at
different times. There is then possibility that changes in interest rates will result in higher financing costs or reduced
income from the Company’s interest-bearing financial assets and liabilities.

The Company minimises its exposures to interest rate risk by ensuring that the interest rate characteristics of its assets
and liabilities are similar. The Company has a portfolio of fixed interest rate mortgage loans. Interest rate risk on fixed
mortgages is managed on continuous basis through the use of interest rate swaps. The effect of interest rate movements
has no bearing on the results of the Company due to the use of the swaps; however, the Company is exposed to
volatility on the swaps which is recognised immediately in the statement of comprehensive income.

Fair value measurement

At the year end the Company has an interest rate swap contracts with a fair value liability of £58,133 (2024: £71,542)
to hedge the risk of fixed interest rates on the Loan notes. The fair values of such interest rate swap contracts are
calculated by discounting future cash flows using appropriate and observable market data. Financial instruments that
are measured in the Statement of Financial Position at fair value are required to be put into a fair value measurement
hierarchy based on fair value measurement as detailed below:

Level 1 Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived from prices).

Level 3 Inputs for the asset or liability that are not based on observable market date (that is, unobservable inputs). If
one or more of the significant inputs is not based on observable market data, the instrument is included in level 3.

The only financial instruments included in the Company’s Statement of Financial Position that are measured at fair
value are derivative transactions. As the fair value of such derivatives are calculated by discounting future cashflows
using appropriate and observable market data, these fall within level 2 of the hierarchy, being an interest rate swap.
The fair values together with the carrying amounts shown in the Statement of financial position of the financial assets
and financial liabilities are as follows:

With
Quoted Using significant
market observable unobservable
Carrying price inputs inputs Total fair
amount Level 1 Level 2 Level 3 value
As at 31 Dec 25 £ £ £ £ £
Deemed loan 35,091,021 - - 37,549,671 37,549,671
Cash and cash equivalents 1,193,087 1,193,087 - - 1,193,087
Trade and other receivables 698,629 - - 698,629 698,629
36,982,737 1,193,087 - 38,248,300 39,441,387
Loan notes 38,827,928 38,827,928 - - 38,827,928
Trade and other payables 26,568 26,568 - - 26,568
Derivative liabilities 58,133 58,133 - 58,133 -
38,912,629 38,912,629 - 58,133 38,854,496
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15 Financial risk management (continued)

Fair value measurement (continued)

With
Quoted Using significant
market observable unobservable
Carrying price inputs inputs Total fair
amount Level 1 Level 2 Level 3 value
As at 31 Dec 24 £ £ £ £ £
Deemed loan 179,901,985 - - 194,344,467 194,344,467
Cash and cash equivalents 7,322,926 7,322,926 - - 7,322,926
Trade and other receivables 233,382 - - 233,382 233,382
187,458,293 7,322,926 - 194,577,849 201,900,775
Loan notes 186,880,976 - - 186,880,976 186,880,976
Trade and other payables 2,450,697 - - 2,450,697 2,450,697
Derivative liabilities 93,714 - 93,714 - 93,714
189,425,387 - 93,714 189,331,673 189,425,387

Fair value estimation techniques
Fair values in the table above are estimated using the valuation techniques below.

Cash and cash equivalents
This is considered to be a close approximation to fair value.

Deemed loan

This represents secured mortgage lending to customers. The fair value of fixed rate mortgages has been estimated by
discounting future cash flows at current market rates of interest. Future cash flows include the impact of future credit
losses.

Trade and other receivables
These are short term in nature so fair value is equal to the carrying value.

Trade and other payables
These are short term in nature so fair value is equal to the carrying value.

Loan notes

Although the Loan notes are listed, the quoted price for an individual Note may not be indicative of the fair value of
the issue due to the specialised nature of the market in instruments of this type. Furthermore, there are limited investors
participating in the market and trading occurs infrequently. The fair value of mortgage backed Loan notes are not
considered to be different to carrying value. The fair value is derived from inputs which are not quoted in active
markets, hence classified as level 3.

The Directors consider capital to comprise issued share capital and reserves. The Company's objectives when
managing capital are to safeguard the Company's ability to continue as a going concern in order to provide returns for
shareholders and benefits to other stakeholders and to maintain an optimal capital structure to reduce the cost of
capital. The Company is not subject to any externally imposed capital requirements and aims to maintain sufficient
capital resource to support the Company's risk appetite and economic capital requirements.
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16 Related party transactions

The Deemed loan asset balance at 31 December 2025 is £35,091,021 (2024: £179,901,985) and the associated Deemed
loan interest income of £4,891,998 (2024: £10,057,499); post retendering on 21October 2025 is due to UKSLL. The
comparison balance is due from UKMLL.

The Junior Loan notes issued by the Company are held by UKSLL, which is controlled by Pepper Money Group
Limited ("PMG"). The Company incurred interest on these notes of £1,151,549 (2024: £2,651,270) to UKSLL during
the year. At 31 December 2025 the outstanding principal on the Junior Loan notes due to UKSLL amounted to
£6,227,728 (2024: £20,056,393), with accrued interest of £71,536 (2024: £2,651,270). The Junior Loan notes rank
below the Senior Loan notes in terms of settlement, are unsecured with no guarantee given or received from the parent
PMG.

Law Debenture Corporate Services Limited provide Directors and corporate services to the Company and invoiced
£11,266 (2024: £14,464) during the year.

17 Ultimate parent undertaking

The entire share capital of the Company is held by The Law Debenture Intermediary Corporation Plc ("LDIC") on a
discretionary trust basis for the benefit of certain charities. LDIC is a company incorporated in England Wales and is
a wholly owned subsidiary of The Law Debenture Corporation PLC. The results of the Company are not consolidated
by LDIC.

Pepper Global TopCo Limited ("Topco") is the ultimate parent Company of the Company and is the largest group into
which the Company was consolidated for the year ended 31 December 2025. Copies can be obtained from the
registered office address 22 Grenville Street, St Helier, Jersey, JE4 8PX. The smallest group into which the Company
is consolidated for the year ended 31 December 2025 is Pepper Money Group Limited, a Company registered in the
United Kingdom. Copies can be obtained from the registered office address 4 Capital Quarter, Tyndall Street, Cardiff,
Wales, CF10 4BZ.

Refer to Note 18 for subsequent change in ultimate parent company post reporting date.

18 Post balance sheet events

On 30 January 2026, Pepper Global TopCo Limited sold its stake in the Pepper Money Group Limited to Callisto UK
Bidco Limited, a company registered in England and Wales. Since 30 January 2026, the ultimate parent company of
the Group is Callisto Jersey Topco Limited, an entity registered in Jersey.
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