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BYZANTIUM FINANCE PLC
DIRECTORS' REPORT

FOR THE YEAR ENDED 31 DECEMBER 2011

The directors present their report and the financial statements of the company for the year ended 31 December
2011

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The principal activity of the Company during the year was that of a speciat purpose vehicle, which rases or
borrows money and grants security over its assets for such purposes, to lend money, to invest 1n and acquire
residential mortgage loans

The Company was incorporated as a public hmited company in England and Wales on 29 August 2003 On 28
November 2003 the Company 1ssued floating rate notes n order to purchase a portfolio of residential mortgage
loans from T Bank S A (formerly known as Aspis Bank S A ), a credit mstitution incorporated 1n the Hellenic
Republic  The floating rate notes are due to mature in October 2032

Duning the year the residential mortgage assets have continued to perform as expected given the increasing
concerns about the state of the Greek economy and the Company has met 1ts debts as they have fallen due for
payment The key performance indicator of the business 1s considered to be the net interest margin During
2011, the Company achieved a net interest margin of 20 2% (2010 18 3%) At the year end, the Company had
net labihiies of €2,736,087 (2010 €3,802,776 net habilities)

During 2011 T Bank S A and its mam shareholder, TT Hellemc Postbank § A entered discussions for merging
T Bank S A within TT Hellenic Postbank S A This merger did not proceed and on 17 December 2011 T Bank
S A was put into special hqudation by the Bank of Greece in accordance with article 68D of Greek law
3601/2007 Upon being placed in special hquidation, T Bank S A was ordered by the Bank of Greece to
transfer most of 1ts assets and specified liabilites to TT Hellemc Postbank S A This transfer included the
assets, nghts, obhigations and liabilities associated with Byzantum Finance Plc  The transfer order further
provided that TT Hellenic Postbank S A would essentially act as T Bank § A and undertake all of the roles
previously undertaken by T Bank S A until such transfer was completed or otherwise validated under applicable
foreign law

At the date of this report these transfers have yet to be effected under English law and so reference 1s sull made
m these Financial Statements to T Bank S A rather than TT Hellemc Postbank S A being, amongst others, the
Onginator, the servicer of the underlying mortgages and provider of subordinated loans

RESULTS AND DIVIDENDS

The trading results for the year and the company’s financial position at the end of the year are shown 1n the
attached financial statements The profit on ordmary activities after taxation for the year was €1,066,689 (2010
€1,017,259 profit} The directors have not recommended a dividend (2010 €ml)

MANAGEMENT OF THE BUSINESS AND FUTURE DEVELOPMENTS
The activities of the Company are hmited to those of the holding and management of the portfolio of residential
mortgages acquired from T Bank § A

The macro-economic ndicators and general business environment in Greece have deteriorated sigmficantly
during 2011 and tiis has continued i 2012 Market hqudity constraints, limited availability of credit and
difficult trading conditions continue to pose sigmficant challenges to the underlying borrowers to whom the
Company has exposure through the residential mortgage loans underlying the deemed loan to the onginator
These conditions may deteniorate further due to the continued financial and economic uncertainty mn Greece and
as such the future performance and funds to be received from the residennial mortgage loans underlying the
deemed loan to the onginator are difficult to predict This in turn may affect the ability of the Company to meet
its obtigations and continue 1n existence



BYZANTIUM FINANCE PLC
DIRECTORS' REPORT (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

CREDITOR PAYMENT POLICY
The Company’s policy concerming the payment of 1ts trade creditors 1s to pay in accordance with its contractual
and other legal obligations The Company does not follow any other code or standard on payment practice

Due to the nature of the business, the main creditors are the noteholders Pnncipal and interest 1s repaid
quarterly in accordance with the agreements in place The Company owed no amounts to trade creditors at 31
December 2011

DIRECTORS

The directors who served the Company during the year were as follows

Mr M McDermott Mrs R Samson (Resigned 4 May 2011)
Mr J Schroeder (Resigned 15 May 2012) Mr S Masson (Resigned 4 May 2011)
Wilmington Trust SP Services (London) Lumited Mr D R Fisher (Appointed 15 May 2012)

Mr § Masson was an altemnate director to Mrs R Samson

PRINCIPAL RISKS AND UNCERTAINTIES

The Company’s financial instruments, other than derivatives, compnse of a deemed loan to the origmator, cash
and hiquid resources, interest-bearing borrowings and various receivables and payables that anse directly from 1ts
operations The main purpose of these financial instruments 18 to raise finance for T Bank § A

The Company also enters into derivative transactions {principally interest rate swaps) The purpose of such
transactzons 1s to manage the interest rate risks arising from the Company’s operations and its sources of finance
It 1s, and has been throughout the year under review, the Company’s policy that no trading in financial
mstruments is undertaken

The main risk ansing from the Company’s financial mstruments 15 interest rate nsk The Board reviews and
agrees policies for managing this and the other risks ansing on the Company’s financial instruments and they are
summansed below Further details can be found 1n note 13

Currency risk
The Company has loan notes in 1ssue denomnated in Euros As the deemed loan to ongmator 1s also
denorminated 1n Euros the directors consider the Company’s exposure to currency nisk to be minimal

Market risk

Market risk 1s risk of changes caused by market vanables such as interest rate and prices Interest rate risk exists
where assets and habilities have interest rates set under a dafferent basis or which reset at different imes The
Company mimimises 1ts exposure to interest rate rsk by ensuring that the interest rate charactenstics of 1ts assets
and habilities are sirmilar, where this 1s not possible the Company considers the use of denvative financial
instruments to mutigate interest rate risk

Credit risk

The principal credit nsk to the Company 1s that borrowers (under the morigage loans in which the Company has
a beneficial interest) will not be able to meet their obligations as they fall due, allied to the risk that property
values will fall to the extent that borrowers’ failure to meet obhigations 1s translated into losses T Bank S A , the
Onginator of the mortgage loans underlying the deemed loan to onginator, has established detailed, documented
credit policies, which are used to control the quality of new lending

The effects of the global economic downturn have severely impacted Greece culminating in a number of
financial rescue packages for the Greek economy from the European Union and International Monetary Fund
The austerity measures which the Greek Government have had to put in place may impact on the ability of the
borrowers to repay the mortgage loans underlying the deemed loan 10 onginator




BYZANTIUM FINANCE PLC
DIRECTORS' REPORT (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

Liquidity risk

A facility provided by The Royal Bank of Scotland N V has been established which will be available, subject to
certain critena and circumstances, in the event of the Company being unable, on a temporary basis, to meet 1ts
firancial commitments

Credit crunch — Global macroeconomic conditions

Further to the nisks noted above, the directors acknowledge that the global macro-economic indicators and
general business environment have not improved dunng 2011 Market hquidity constraints, lumted availability
of credit and difficult trading conditions continue to pose significant challenges to all underlying borrowers with
whom the Company has exposure Conditions may detenorate further due to the continued global financial and
economic uncertainty

DONATIONS
The Company made no political or chantable donations or incurred any pohtical expenditure during the year

GOING CONCERN

The directors have considered the use of the going concern basis in the preparation of the financial statements
The Company's most sigmificant asset 1s the deemed loan to onginator, which comprises of residential morigage
loans in Greece As discussed, the current economic situation in the Eurozone and Greece 1n particular means 1t
1s not possible to predict, with any degree of accuracy, the ulumate level of collecttons on these mortgage loans
and therefore the Company's ability to meets 1ts obligattons under the loan notes in full in the future
Uncertainty about Greece's ability to remain within the Eurozone could also threaten the Company’s policy for
managing foreign exchange risk leading to shortfall in funds to repay outstanding habihities

The directors have also considered the going concern status of TT Hellenic Postbank S A following the transfer
of T Bank S A into TT Hellemic Postbank S A As a result of the transfer, TT Hellenic Postbank S A have
assumed the position as the ultimate controlling party, previously held by T Bank SA  Whilst TT Hellemc
Postbank S A have taken over all of the roles and functions previously undertaken by T Bank § A this transfer
still has to be effected under English law However, nformation surrounding TT Hellemic Postbank S A
remains sparse and 1ts going concern status therefore remains uncertain  As a result the long term viability of TT
Hellemc Postbank S A and its ability and plans to support the Company on an ongoing basis cannot be
determuined at this stage

Notwithstanding the matters discussed 1n Note 1, the directors have a reasonable expectation that the Company
will have access to adequate resources to continue 1n business for the foreseeable future Accordingly, they
continue to adopt the going concern basis in preparing the financial statements

DISCLOSURE OF INFORMATION TO AUDITORS
The directors confirm that

* 5o far as the directors are aware, there 1s no relevant audit information of which the Company’s auditors are
unaware, and

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

This confirmation 1s given and should be mterpreted in accordance with the provisions of s418 of the Companies
Act 2006



BYZANTIUM FINANCE PLC
DIRECTORS' REPORT (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

AUDITORS
A resolution to re-appoint KPMG Audit Plc as auditors for the ensuing year will be proposed at the annual
general meeting 1n accordance with section 489 of the Compamies Act 2006

ilér
alf of Wilmington Trust SP Services (London) Limited

15 October 2012



BYZANTIUM FINANCE PLC

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE
DIRECTORS’ REPORT AND THE FINANCIAL STATEMENTS

The directors are responsible for preparing the Directors' Report and the financial statements 1n accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they
have elected to prepare the financial statements 1n accordance with IFRSs as adopted by the EU and applicable
law

Under company law the directors must not approve the financial statements unless they are satsfied that they
give a true and fair view of the state of affars of the company and of the profit or loss of the company for that
period In preparing these financial statements, the directors are required to

= select suitable accounting policies and then apply them consistently,
* make judgments and estimates that are reasenable and prudent,
« state whether they have been prepared in accordance with IFRSs as adopted by the EU, and

» prepare the financial statements on the going concern basis unless 1t 1s mappropnate 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 posttion of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006 They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and to
prevent and detect fraud and other uregulanties

15 October 2012




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BYZANTIUM
FINANCE PL.C

We were engaged to audit the financial statements of Byzantium Finance Plc for the year ended 31 December 2011
set out on pages 9 to 26 The financial reporting framework that has been apphed in their preparation 1s applicable law
and International Financial Reporting Standards (IFRSs) as adopted by the EU

This report 15 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 n an auditors’ report and for no other purpose To the fullest extent perrmited
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 opimions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors' Responsibilities Statement set out on page 3, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view Our responsibility
1s to audst, and express an opmion on, the financial statements 1n accordance with applicable law and International
Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board's
{APB's) Ethical Standards for Auditors Because of the matters described 1n the basis for disclaimer of opimon on
financial statements paragraph, however, we were not able to obtan sufficient appropnate audit evidence to provide a
basis for an audit opinion

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements 1s provided on the APB’s website
www frc org uk/apb/scope/private cfm

Basis for disclaimer of opinion on financial statements
In seeking to form an opimon on the financial statements, we have considered the implications of the sigmificant
uncertainties disclosed 1n note 1 of the financial statements concerning the following matters

¢ The going concern status of the ultimate controlling party of Byzantium Finance ple, TT Hellemc Postbank
S A, remams uncertain Recapitalisation of the banks in Greece 1s ongoing and there 15 no clear indication of
how long this will take to complete As a result the long term viability of TT Hellemc Postbank S A and 1ts
ability to support Byzantium Fmance plc on an ongoing basis cannot be determined at this stage,

»  There 1s uncertamnty over the future performance of the underlying ressdential mortgage portfolio, which 15
accounted for as a deemed loan to ongmator The Company 1s dependent on funds received from this
portfolio to meet 1ts obhgations and continue n existence

There 15 potential for the uncertainties to interact with one another such that we have not been able to obtain sufficient
appropnate audit evidence regarding the possible effect of the uncertainties taken together

Disclaimer of opinion on financaial statements

Because of the signuficance of the possible combined effect of the uncertainties described in the basis for disclaimer of
opiion on financial statements paragraph, we have not been able to obtain sufficient appropnate audit evidence to
provide a basis for an audit opinion Accordingly we do not express an opinton on the financial statements

Opinion on other matter prescribed by the Companies Act 2006

Notwithstanding our disclatmer of an opinion on the financial statements, 1n our opimton the information given 1n the
Directors' Report for the financial year for which the financial statements are prepared 1s consistent with the financial
statements




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BYZANTIUM
FINANCE PLC (continued)

Matters on which we are required to report by exception
In respect solely of the hmitation of our work referred to above, we have not obtamned all the mnformation and
explanations that we considered necessary for the purpose of our audit

We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us to report to
you 1if;, in our opimon

. adequate accounting records have not been kept, or returns adequate for our audit have not been
recerved from branches not visited by us, or
. the financial statements are not 1n agreement with the accounting records and returns, or

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

v(ftqu/’

Kieren Cooper (Semor Statutory Auditor)
for and on behalf of KPMG Audit Plc, Statutory Auditor
Chartered Accountants

\"l" October 2012

One Snowhtl,
Snowhill Queensway,
Birmingham,

B4 6GH




BYZANTIUM FINANCE PLC

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2011

Interest income
Interest expense
Net interest income

Net fair value gains on denvatives

Operating expenses

Operating profit and profit before tax for the year
Income tax charge

Profit for the year

Total comprehensive profit for the year

Attributable to:
Equity holders

Note

L=

11

All activities of the Company are classified as continuing operations

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2011

Balance at 31 December 2009
Total recogmsed profit
Balance at 31 December 2010
Total recogmised profit
Balance at 31 December 2011

Share
capital
€
18,407

18,407

~18.407

Year ended
31 Dec 2011

€

4,792,652

(3.822.243)
970,409

1,481,077

(969.973)
1,481,513

(414.824)

1,066,689

1,066,689

1,066,689

Retained
earnings
(restated)

€
(4,838,442)
1,017,259
(3,821,183)
1.066,689
£2,754,494)

The notes on pages 12 to 26 form part of these financial statements

Year ended

31 Dec 2010

€
5,567,762
(4,551,557)
1,016,205
1,412,292

(1015617
1,412,880

(395,621}

1,017,259

1,017,259

1,017,259

Total

€
{4,820,035)
1,017,259
(3,802,776)
1,066,689
12,736,087)



BYZANTIUM FINANCE PLC

STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2011

Note
Assets
Deemed loan to onginator 9
Deferred tax asset 3
Other recervables 10
Cash at bank
Total assets
Equity
Issued capital 11
Retaned earmngs 11
Total equity 11
Liabilities
Interest bearing loans and borrowings 12
Denvative hiability
Total non-current liabilities
Interest bearing loans and borrowings 12
Corporation tax
Other payables 14

Total current liabilities
Total liabilities

Total equity and liabilities

2011
€

57,704,413
1,073,583
652
27,374,292

86,152,940

18,407

(2,754.494)
(2.736,087)

79,375,815
3,834,227
83,210,042

4,197,214
293

_ 1,481,478
5,678,985
88,889,027

86,152,940

2010
€

76,961,774
1,488,285
639
28,758,245

107,209,943

18,407

(3.821,183)
(3.802,776)

101,009,549
5.315.304
106,324,853

3,472,045

171
1,215,650
4,687,866

111,012,719

107,209,943

These financial statements of Byzantium Finance Ple, Company Registranon 4882084, on pages 9 to 26 were

approved and authorised for 1ssue by the directors on 15 October 2012 and signed on 1ts behalf by

ler
alf of Wilmungton Trust SP Services (London) Limited

The notes on pages 12 to 26 form part of these financial statements

10



BYZANTIUM FINANCE PLC

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2011

Cash flows from operating activities

Profit before tax for the year

Adustments for

Interest income

Interest expense

Fair value of movement in derivatives

Operating loss before changes in working capital

(Increase)/decrease n other receivables
Increase in other payables
Net cash used by operating activities

Tax paid
Net cash used by operating activities after tax

Cash flows from investing activities
Interest recerved

Repayment of deemed loan to origmator
Net cash from investing activities

Cash flows from financing activities
Interest paid

Redemption of loan notes

Net cash used by financing activities

Net increase in cash
Cash at start of year
Cash at end of year

Year ended
31 Dec 2011
€

1,481,513

(4,792,652)
3,786,410

(1,481.077)
(1,005,806)

13
265,828
(739,991)

(739.991)

4,253,968
19,796,045
24,050,013

(3,061,241)
{21,633.734)
{24,694.975)

(1,384,953)
28,759,245
21,374,292

The notes on pages 12 to 26 form part of these financial statements

Year ended
31 Dec 2010
€

1,412,880

(5,567,762)
4,513,536

(1,412,292)
(1,053,638)

134,402
—137.611
(781,625)

223
{781.848)

5,099,446
22,369,755
27.469,201

—_—t——l

(4,154,554)
(25.112.443)
29.266.997

(2,579,644)
31,338,889
28,759,245




BYZANTIUM FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2011

1.  PRINCIPAL ACCOUNTING POLICIES

Byzantium Finance Plc 1s a public imited company incorporated in the UK The floating rate notes have been
admutted to the Official List of the Insh Stock Exchange

The principal accounting policies set out below have been apphied for year ended 31 December 2011

Basis of preparation

These financial statements have been prepared 1n accordance with International Financial Reporting Standards
(“IFRS™) as adopted by the European Union (EU) (“Adopted IFRS™) The Company has adopted all of the new
and revised Standards and Interpretations 1ssued by the International Accounting Standards Board (IASB) and
the International Financial Reporting Interpretations Commuttee (the IFRIC) of the IASB that are relevant to 1its
operatrons and effective for annual reporting penods beginning on 1 January 2011 The Company mamnly
transacts in euros (“€”), therefore, the euro is 1ts functional and presentaticnal currency

The Company has made estimates and judgements 1n relation to valuation of loans and financial instruments
(refer note 2}

Basis of preparation - going concern

The Company 1s a special purpose company established solely for the purpose of 1ssuing loan notes and other
loans 1n order to acquire a residential morigage portfolio from SMLE Asset Portfolio from T Bank S A now
transferred into TT Hellenic Postbank S A and 1t does not have the ability to carry out any other business

The ability of the Company to meet 1ts obhgations under the loan notes will be principally dependent on the
receipt by 1t of funds from the underlying residential mortgage portfolio  Other than this, and pror to
enforcement of the underlying secunty, the Company will not have any other sigmificant funds available to meet
its obhigations under the loan notes or mn respect of any payment ranking in prionity to, or pan passu with, the
loan notes

Only the Note Trustee 1n 1ts absolute discretion may, and 1f so requested 1n wnting by the holders of not less than
25% by outstanding principal of the most semor class on loan notes then outstanding, give notice to the
Company and declare the loan notes to be due and repayable in the event of a default with respect to the loan
notes Events of default in respect of the loan notes include

a) Non-payment the Company fails to pay any amount of principal due i respect of the loan notes within
three days of the due date for payment of such principal or fails 1o pay any amount of interest due for
payment (other than a step up amount) withun five days of the due date for payment of such interest, or

b) Breach of representation or warranty the Company breaches any representation or warranty made by 1t
mn any Transaction Documents to which 1t 1s a party, and 1n any such case (except where the Trustee
certifies that, in its opimon, such breach 1s incapable of remedy, when no notice will be required), such
breach continues for a period of 30 days following the service by the Trustee on the Company of notice
in wnting requiring the same to be remedied A breach will only occur where the Trustee has certified
to the Company that, in 1ts opimion, the such an event 1s matenally prejudicial to the interests of the
holders of the most sentor class of notes outstanding, or

¢) Breach of other obhganons the Company fails to perform or observe any other obligation, condiuon or
provision binding upon 1t (except as regards the payment of any Step-Up Amount) in any of the
Transaction Documents to which 1t 1s a party and m any such case (except where the Trustee certifics
that, 1n 1ts opinton, such failure 1s incapable of remedy, when no notice will be required), such failure
conttnues for a period of 30 days following the service by the Trustee on the Company of notice 1n
wnung requinng the same to be remedied A breach will only occur where the Trustee has certified to
the Company that, n 1ts opinion, the such an event 1s matenally prejudicial 1o the interests of the
holders of the most sentor class of notes outstanding, or

d} Issuer Insolvency the Company otherwise than for the purposes of such a pre-approved amalgamation
or reconstruction, threatens to cease to carry on business or 1s unable to pay 1ts debts as they fall due
An msolvency event will also occur on the appomntment of an administrator or a hquidator

12




BYZANTIUM FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

1. PRINCIPAL ACCOUNTING POLICIES (continued)

Basis of preparation - going concern (continued)
If at any time following the occurrence of either

a) the final legal matunity, or any earlier date upon which all of the loan notes become payable, or
b) an enforcement notice has been served,

the proceeds from the realisation of the assets of the Company are nsuffictent to pay the amounts outstanding 1n
accordance with the payments prionties, then the amount remaining to be paid on the loan notes and all secured
creditors cease to be due and payable by the Company

The current economzc conditions 1n Greece, including the new austenity measures to be implemented to stabilise
public finances and to reform the economy could result in sigmficant disruption 1n the Greek economy which
may matenally impact the underlying borrowers’ ability to meet therr obligations due to the Company As the
residential mortgage portfolio underlying the deemed loan to onginator 1s the Company’s only significant asset,
the Company’s ability to meet its obligations under the loan notes payable 15 dependent upon the receipt of
principal and interest from the borrowers

As discussed above, the economic outlook remains unstable and as such there remams uncertainty as to the
amount that may eventually be collected on the underlying residential mortgage portfolio and the resulting action
that the Note Trustee may decide upon should 1t be necessary for it to act to protect the nghts of the noteholders
under the terms of the secunttisation transaction

The directors have also considered the going concern status of TT Hellenic Postbank S A following the transfer
of T Bank 8 A wto TT Hellenic Postbank S A As a result of the transfer, TT Heliemic Postbank S A have
assumed the position as the ulumate controlling party, previously held by T Bank S A Whalst TT Hellenic
Postbank S A have taken over all of the roles and functions previously undertaken by T Bank S A this transfer
still has to effected Enghsh law However, information surrounding TT Hellenic Postbank S A remains sparse
It 1s understood that the Mimster of Finance in Greece has allowed TT Hellenic Postbank S A to defer
publication of 1ts* financial statements for the year ended 31 December 2011 and also temporanly removed the
requirement for TT Hellenic Postbank S A to publish quarterly financial information due to the on-going
discussions regarding the regarding the recapitahization of TT Hellemc Postbank S A, as a result of its’
participation 1n the Pnivate Sector Involvement programme (PSI+) in Greece The Hellemic Repubhc 1s the major
shareholder 1n TT Hellemc Postbank S A As a result the long term viability of TT Hellenic Postbank § A and
its ability and plans to support the Company on an ongomg basis cannot be determmed at this stage

Based on the information available, the directors believe 1t 1s appropriate to prepare these financial statements on
the assumption that the Company will be able to continue as a going concern for the foreseeable future given the
non recourse nature of the Company However, the directors recogmse the nisks ansing given the substantal
impairment losses as a result of the Hellenic Republic’s debt restructuring and the impact of those losses on the
accounting and regulatory capital of TT Helienic Postbank S A as well as the ongoing general econome and
political uncertainties m Greece, and n particular the uncertainty about Greece's ability to remaimn n the
Eurozone These uncertainties may threaten the Company's policy for managing foreign exchange nsk, impact
on the servicing as well as the quality of the residential mortgage portfolio underlying the deemed loan to
oniginator, and the future ming and levels of collections, resulting 1n significant doubt about the Company’s
ability to fully repay the loan notes The directors recognise that these conditions indicate the existence of
matenial uncertainties that may cast significant doubt on the Company’s ability to continue as a going concern

The financial statements have been prepared on a gong concem basis because, 1n the opimon of the directors
and after taking into account the above factors it remains the intention of management to continue to operate the
company for the foreseeable future



BYZANTIUM FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

1. PRINCIPAL ACCOUNTING POLICIES (continued)

Standards affecting presentation and disclosure
The directors consider that there are no new and revised standards relevant to the Company which should be
adopted and reported 1t the 2011 financial statements

Early adoption of standards
The directors consider that there are no standards relevant to the Company which should be adopted earher

Interest receivable and interest payable
Interest receivable and interest payable 1s accounted for on an effective interest basis

Interest bearing borrowings

Interest beaning borrowings are recogmsed imitially at fair value less attributable transaction costs  Subsequent to
mitial recogmton, mterest bearing borrawmngs are stated at amortised cost with any difference between cost and
redemption value being recogmsed 1n the statement of comprehensive income over the period of the borrowings
on an effective interest basis

Cash and cash equivalents
Cash and cash equivalents comprise cash balances held at the Company’s bank account and cash in hand

Derecognition of financial assets and liabilities

The company’s poltcy 1s 1o derecogmse financial assets when the contractual right to the cash flows from the
financial asset expires The company also derecogmses financial assets that 1t transfers to another party provided
the transfer of asset also transfers the right to recerve the cashflow of the financial asset and substantially all the
nisks and rewards of ownership The company derecogmses financial habilities only when the obligation
specified m the contract 1s discharged, cancelled or expired

Deemed loan to origmator

Under [AS 39 Financial Instruments recogmtion and measurement, 1f a transferor retains substantially zll the
risks and rewards associated with the transferred assets, the transaction 1s accounted for as a financing
transaction, notwithstanding that 1t 1s a sale transaction from a legal perspective The Directors have concluded
that the Onginator has retained substantially all the risks and rewards of the secuntised loan portfolio and as a
consequence, the Company does not recogruse the portfolio of loans as Loans and Advances on 1ts Statement of
Financial Position, but rather a deemed foan to onginator

The deemed loan to onginator 1s imally recogmised at fair value and subsequently carried at amortised cost The
amortised cost of a financial asset 15 the amount at which the financial asset 1s measured at 1mitial recognition,
minus principal repayments, plus or minus the cumulative amortisaton using the effective interest rate method
of any difference between the mmtial amount recognised and the maturity amount, minus any reduction for
impairment

Under the terms of the securitisation the Company retains the nght to 0 01% of available revenue receipts from
the beneficial interest in the mortgage portfolio Profits 1n excess of 001% 1s payable to T-Bank S A and
treated as a component of the effective interest on the deemed loan to ongmator The payments of deferred
purchase consideration are strictly governed by the prionty of payments that sets out how cash can be utilised

The mmittal measurement 1s at fair value with subsequent measurement being at amortised cost using the effective
mterest method The effective interest on the deemed loan to onginator 15 calculated with reference to the
mterest earned on the beneficial interest in the mortgage portfoho less the residual interest due to T-Bank S A as
described above Where cash has been accumulated by the Company to fund the future repayment of its loan
notes, the Company’s share of the interest arising on the beneficial interest in the mortgage portfolio 1s adjusted



BYZANTIUM FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

1. PRINCIPAL ACCOUNTING POLICIES (continued)

Impairment losses on financial assets and liabilities

Impairment losses on assets carried at amortised cost are measured as the difference between the carrying
amount of the financral asset and the present value of estimated future cash flows discounted at the asset’s
onginal effective nterest rate Impairment losses are recogmsed 1n the Statement of Comprehensive Income and
reflected 1n an allowance account against portfolio of loans underpinning the deemed loan to origmator Interest
on mmpaired assets continues to be recognised through the unwinding of the discount When a subsequent event
causes the amount of mmparrment loss to decrease, the decrease mn impairment loss is reversed through the
Statement of Comprehensive Income

Derivative financial instruments

The company uses denivative financial instruments to hedge its exposure to interest rate nsk ansmg from
operational, financing and mnvestment activities In accordance with its policy, the company does not hold or
issue denvative financial instruments for trading purposes However, derivatives that do not quahfy for hedge
accounting are accounted for as trading instruments

Denvatives are mutrally recognused at fair value on the date which a denvative contract 1s entered into and are
subsequently re-measured at thewr fair value with gams and losses recogmsed in the income statement Fair
values are denived from quoted market prices by the swap provider All derivatives are carried as assets when
their fair value 15 positive and liabthties when their fair value 1s negative

At 1 January 2005 the fair value of the interest rate swap was recognised as a derivative asset m the Statement of
Fmancial Position with an equal and opposite fair value hedge adjustment agamnst the deemed loan to ongmator

The subsequent gain or loss on remeasurement of the interest rate swap to fair value has been recogrnused
immedately m net fair value gains and losses on denvatives in the Statement of Comprehensive Income

However, the hedge relationship 1s not considered to be an effective one under the hedge accounting principles
of IAS 39 and the fair value hedge adjustment 1s amortised to mterest receivable over the average expected life
of the beneficial interest in the mortgage portfolio

Critical accounting estimates

Certain balances reported in the financial statements are based wholly or in part on estimates or assumptions
made by the directors There 1s, therefore, a potential risk that they may be subject to change 1n future periods
The most sigmficant of these are the inherent uncertainties and esumates m determining the fair value of the
denvatives and any impairment to the deemed loan to origmator The accuracy of the calculations would be
affected by unexpected market movements or other variances in the operation of the models or assumpticns
used

Income tax
The Company falls within The Taxauon of Secuntisanon Compames Regulations 2006 (the “permanent tax
regime”) under which the Company 1s taxed by reference to its net cash flows during the period

Deferred tax 1s provided using the balance sheet habihty method, providing for temporary differences between
the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes The amount of deferred tax provided 1s based on the expected manner of realisation or settlement of
the carrying amount of assets and habilities, using tax rates at the financial reporting date

Foreign currencies

Assets and hiabihities in foreign currencies are translated into Euros at the rates of exchange ruling at the financial
reporting date Transactions in foreign currencies are translated into Euros at the rate of exchange ruhing at the
date of the transaction Exchange differences are taken inte account 1n arnving at the operating profit
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BYZANTIUM FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

2. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Certain estimates 1n the financial statements are based wholly or 1n part on estimates or assumptions made by the
dwrectors  There 1s, therefore, a potential nisk that they may be subject to change in future years The most
significant of these are as follows

Impairment losses on deemed loan to originator

The recoverability of the deemed loan to originator 1s dependent on the collections from the underlying mortgage
loans The mortgage loans are considered impaired when 1t 15 probable that the Company will be unable to
collect all amounts due according to the contractual terms of the agreement The key assumptions for
recoverabihity relate to estimates of the probabihty of any account going into defauit, cash flows from borrowers’
accounts, thewr tuming and expected proceeds from the sale of repossessed collateral These key assumptions are
based on observed data from histonical patterns and are updated regularly as new data becomes available

In addition, the directors consider how appropriate past trends and patterns could impact the current economic
chmate and may make any adjustments they believe are necessary to reflect the cwrrent economic and market
conditions The accuracy of impairment calculations would therefore be affected by unexpected changes to the
economc situathion, vanances between the models used and the actual results, or assumpuons which differ from
the actual outcomes

Credit enhancement 1s provided to the secuntisation structure 1n a number of ways The income on the mortgage
pool 1s expected to exceed the nterest payable on the Company’s deemed loan to the ongnator In addition the
Onginator provided a subordmated loan to create a reserve fund which can be utilised by the Company 1n certamn
circumstances

Credit enhancement 15 provided to the secuntisation structure 1 a number of ways  The income on the mortgage
pool 15 expected to exceed the interest payable on the deemed loan to the ongmator This excess spread 1s
available to make good any reductions in the principal balance of the mortgage pool as a result of defaults by
customers In addition the Onginator provided a subordinated loan to create a reserve fund which can be utilised
by the Company 1n certain circumstances

Effective interest rates

The effective interest rate method calculates the amortised cost of a financial asset or financial hability (or a
group of financial assets or habilities) and allocates the interest income or interest expense over the expected life
of the asset or liability The effective interest rate 18 the rate that exactly discounts estimated future cashflows to
the relevant instrument's imtial carrying amount Calculation of the effective interest rate takes into account
early redemption fees and transaction costs  All contractual terms of a financial instrument are considered when
esumating future cash flows

In order to determune the effective interest rate applicable to loans an estimate must be made of the expected life
of the loans and hence the cash flows relating 10 them These estimates are based on historical data from
historical patterns and are updated regularly The accuracy of the effective interest rate would therefore be
affected by any differences between the actual borrower behaviour and that predicted

Fair values

A majonty of the fair values of Company's financial instruments are not quoted in active markets and are arnived
at using valuation techmques These valuation techmiques (for example, models) are validated and penodically
reviewed by qualified personnel independent of the personnel that created them All models are certified before
they are used, and models are calibrated to ensure that outputs reflect actual data and comparative market prices
To the extent practical, models use only observable data

3 SEGMENTAL REPORTING

The directors consider that there 1s only one pnmary segment The principal asset of the Company 1s the deemed
loan to the onginator underpinned by mortgage advances onginated in Greece which are funded by floating rate
loan notes 1ssued 1n the United Kingdom The directors do not consider 1t necessary to provide a further analysis
of the results of the Company from those already disclosed 1n these financial statements



BYZANTIUM FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DPECEMBER 2011

4. INTEREST INCOME

Year ended Year ended
31 Dec 2011 31 Dec 2010
€ €
Interest income on deemed loan to onginator 4,696,353 5,558,264
Bank interest recervable 96,299 9,498
4,792,652 2,267,762

Geographic
Greece 4,696,353 5,558,264
United Kingdom 96.299 9.498
4,792,652 5,567,762

Income from the deemed loan to ongnator 1s calculated using the effective interest method Contractual interest
on the underlying portfolio of loans less deferred purchase consideration payable to the Onginator and
impairment losses are included as part of the effective yield

5. INTEREST EXPENSE

Year ended Year ended

31 Dec 2011 31 Dec 2010

€ €

Interest on floating rate loan notes 1,796,928 1,628,881
Interest on subordinated loans 76,439 79,779
Interest on set-off loan 66,011 6,487
Net interest expense on swaps 1,764,333 2,690,171
Liquidity fees 35,833 38,021
Levy payable to Central Bank of Greece under law 128/75 82,699 108,218
3,822,243 4,551,557

Under the provisions of the Greek law 128/75 all loans granted from financial nstitutions operating in Greece
have to add a levy which 1s payable by the borrowers through an increased loan interest margin  The
contribution factors are 0 12% for housing loans and 0 60% for all other Ths 15 collected and paid over, via the
Servicer, to the Greek Government on 2 monthly basis

6. OPERATING EXPENSES

Year ended Year ended
The profit before taxation 1s stated after charging 31 Dec 2011 31 Dec 2010
€ €
Corporate management fees 23,861 23,424
Servicing fees 841,043 907,568
Auditor’s remuneration
- Fees payable for the audit of the Company’s financial 29.103 29,841
statements pursuant to legtslation
- Fees payable to the Company’s auditors for taxation services 5,703 6,151
Accountancy fees 10,680 10,080
Professional fees 29,595 14,850
Trustee fees 23,417 23,214
Filing fees and charges 78 994
Filing penalties 6,993 -
Exchange gains recogmsed (500) (505)
969,973 1,015,617

Apart from the directors, the Company has no employees and, other than the fees paid to Wilmington Trust SP
Services (London) Limited as set out 1n note 15, the directors received no remuneration during the year (2010
€nil)



BYZANTIUM FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

7. INCOME TAX

(a) Analysis of charge in the year

Year ended Year ended
31 Dec 2011 31 Dec 2010
€ €
Current tax:

Corporation tax charge for the year 122 164
Under provision in prior years - ___ 15
122 179

Deferred tax :
Deferred tax charge for the year 414,702 395.442
Total ncome tax charge in the Statement of Comprehensive Income 414,824 395,621

(b) Reconciliation of effective tax rate

The tax assessed on the profit on ordinary activities for the year 1s higher (2010 higher) than the standard rate of
corporation tax in the UK of 28% (2010 28%)

Year ended Year ended

31 Dec 2011 31 Dec 2010

€ €

Profit before tax 1,481,513 1,412 880
Profit before tax multiplied by the standard rate of corporation tax 1n the

UK of 28% (2010 28%) 414,824 395,606

Current tax - under provision 1n prior years - 15

Total ncome tax charge n statement of comprehensive income 414,824 395,621

8. DEFERRED TAX

2011 2010

Deferred tax asset € €

At 1 January 1,488,285 1,883,727

Charge to income for the year {414.702) (395,442)

At 31 December 1,073,583 1,488,285

The deferred tax asset of €1,073,583 (2010 €1,488,285) represents the amount of deferred tax recoverable in
respect of the derivative financial instrument



BYZANTIUM FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS {continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

9. DEEMED LOAN TO ORIGINATOR

2011 2010

€ €

Mortgage portfolio at 1 January 2011 81,308,159 103,466,808

Capitalised charges 289,882 211,106

Repayments {20.085.927) (22,369.755)

Mortgage portfolio at end of the year 61,512,114 81,308,159

Interest recervable 2,389,266 2,186,781
Adjustment to expected future cashflows related

to deferred purchase consideration due to the onginator {6.196,967) (6,533.166)

Deemed loan to onginator at 31 December 2011 57,704,413 1,774

The mortgage portfolio, which is accounted for as a deemed loan to onginater, 1s secured on restdential property
m Greece All mortgage advances are floating rate advances and are due to be repaid at various times before
2032 Mortgage advances may be redeemed at any time at the option of the borrower The effective interest rate

on the mortgage portfolio during the period was 6 11% (2010 5 27%)

Capitahsed charges relate to the capitalisation of fees charged on the underlying mortgage advances

10. OTHER RECEIVABLES

Prepayments and accrued mncome

11. TOTAL EQUITY

Reconciliation of movement in capital and Share
reserves capital

€
Balance at 31 December 2009 18,407
Total recogmised profit -
Balance at 31 December 2010 18,407
Total recognised profit -
Balance at 31 December 2011 18,407

2011

€
—652

Retained
earnings

€
(4,838,442)
1,017,259
(3,821,183)
1,066,689
(2,754,494)

2010

€
639

Total

(4,820,035)
_1,017.259
(3,802,776)
1,066,689
(2,736,087)



BYZANTIUM FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

11 TOTAL EQUITY (continued)

Allotted and called up share capital: 31 Dec 2011 31 Dec 2010
No. of shares No of shares

Ordinary shares - £1 each — fully paid 1 1
Ordinary shares - £1 each — quarter paxd up 49,999 49.999
50,000 50,000

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to
one vote per share at meetings of the Company

12, INTEREST BEARING LOANS AND BORROWINGS

2011 2010
Non-current liabilities € €
Floating rate loan notes 62,349,964 83,983,698
Subordinated loan 1,950,851 1,950,851
Set-off loan 15,075,000 15,075,000
19,375,815 101,000,549

Current liabilities
Interest payable 4,197,214 3,472,045
4,197,214 3,472,045
Total 83,573,029 104,481,594

The repayment of the floating rate loan notes 1s dependent on the receipt m full of the payments from the
securities purchased and have therefore been classified as falling due after more than one year The floating rate
notes fall due for repayment in full in October 2032 and compnised, at 1ssue, of €225m Class A notes, €15m
Class B notes, €10m Class C notes and €2 5m Class D notes The Class A notes bear interest at a margin of 25
basis pomts over three month EURIBOR until January 2009 when the interest 1s adjusted to a margin of 50 basis
pounts over three month EURIBOR The Class B notes bear interest at a margin of 63 basis points over three
month EURIBOR until January 2009 when the interest 1s adjusted to a margin of 126 basis points over three
month EURIBOR The Class C notes bear interest at a margin of 120 basis points over three month EURIBOR
until January 2009 when the nterest 1s adjusted to a margm of 240 basis points over three month EURIBOR
The Class D notes bear imterest at a margin of 500 basis points over three month EURIBOR  Interest on the loan
notes 1s paid quarterly The interest payable with respect to the additional step up margin on the notes falls due
for payment lower down the prionty of payments of the transaction compared to the interest payable prior to the
mnterest step up date

The Company had the option to redeem the Class A, B and C floating rate loan notes in January 2009 or at such
date when the current aggregate outstanding amount of floatng rate loan notes becomes less than 10% of the
mitial aggregate amount The Company did not exercise 1ts nght to redeem the Class A, B and C floaung rate
loan notes 1n January 2009

Interest on the subordinated loan 1s repaid on a quarterly basis 1n accordance with the pnonty of payments of the
transaction The loan principal 1s due to be repaid in full by October 2032 provided that all payments then due 1n
respect of the floating rate loan notes have been paid or otherwise provided for in full The subordinated loan
bears interest at a margin of 300 basis pownts over three month EURIBOR The Set-off loan bears interest at the
same rate as the interest earned on the Set-off Reserve bank account Interest accrues on each payment date and
15 capitalised
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NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011
12. INTEREST BEARING LOANS AND BORROWINGS (continued)
The floating rate loan notes are secured by means of a fixed and floating charge over the Company’s assets

The Company has entered into a 364 day renewable hquidity facility agreement with Royal Bank of Scotland
N.V to allow the company to make drawings of up to €15,000,000 where the Company has nsufficient funds
available to pay certain of 1s debts falling due on each interest payment date No drawings have been made
under this facility The facility has been renewed until 15 November 2012

13. FINANCIAL RISK MANAGEMENT

The Company’'s financial instruments comprise a deemed loan to ongmator, cash and hiquid resources,
derivatives, interest-bearing borrowings and various receivables and payables that anse directly from its
operations The main nsk ansing from the Company’s financial instruments are interest rate risk, liquidity risk,
credst nisk and currency risk. The Board reviews and agrees policies for managing cach of these risks and they
are summarised betow

Credit risk
The maximum exposure to Credit nisk 1s considered by the directors 10 be the carrying value of the deemed loan
to onginator and bank deposits

Credit nsk anses on the individual loans within the mortgage portfolio underlying the deemed loan to onginator
which are secured on residential properties in Greece As set out in the policy on gomg concern, the current
economuc conditions in Greece may have an tmpact on the credit quality of these mortgages

To the extent that these mortgage loans do not provide sufficient funds to recover the Company’s investment in
the mortgage portfolio, the Company has no claim on the assets of T-Bank S A The Company’s maximum gross
exposure to credit foss 1s therefore equal to the carrying amount of the deemed lean to ongiator which is shown
net of the deferred purchase consideration At 31 December 2011 the carrying amount of the deemed loan to
ongmator amounted to €57,704,413 (2010 €76,961,774)

The underlying mortgage portfolio exhibited the following profile 31 Dec 2011 31 Dec 2010

€ €

Current 43,302,332 62,008,915
Loans in arrears;

0— 30 days 6,761,223 9,789,047

31 to 60 days 3,000,327 3,505,653

61 t0 90 days 1,585,735 1,316,420

91 to 120 days 1,053,038 1,376,545

121 to 150 days 729,434 858,659

151 to 180 days 657,867 341,174

Over 180 days 1,981,006 1,125,602

Restructured 822,921 -

Loans in enforcement 1,618.231 786,144

Total 61,512,114 81,308,159

Of the total loans in arrears and loan 1n enforcement total of €18,209,782, €15,902,207 is not vet due for
collection (2010 total loans 1n arrears and loan in enforcement total of €19,299,244, €18,068,697 was not yet
due for collection) No specific provision for impairment has been provided n the financial statements as any
losses would be first absorbed by the credit enhancement put in place as part of the secuntisation structure  Such
enhancement includes the subordinated loan, the set-off foan and the deferred purchase consideration (which
represents the excess spread) whach are all repayable afier amounts falling due on the floating rate notes At 31
December 2011 these amounted to €23,222,818 (2010 €21,508,496)
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FOR THE YEAR ENDED 31 DECEMBER 2011
13. FINANCIAL RISK MANAGEMENT (continued)

Liquidity risk

Liquidity risk arises where the funds recerved by the Company are insufficient to meet the debts of the Company
as they fall due for payment on the relevant interest payment dates The availability of funds 15 determined on
set deterrmnation dates under the terms of the securitisation by the cash manager To manage hiqudity nisk, the
Company has entered n to a renewable 364 day liqudity facility agreement, subject to certan criteria, with
Royal Bank of Scotland NV Ths facility allows the Company to make drawings of up to €15,000,000 where
the Company has msufficient funds available on any interest payment date to allow 1t to make payment in full of
certain amounts set out in the payment waterfall contained 1n the securttisation documentation Thas facility had
not been drawn down or utilised 1n the current or prior year

The following table details the Company’s liquidity analysis for its financial habilities at 31 December

The actual cashflows will vary from the amounts disclosed due to the unpredictable nature of the principal
collections which are used to repay the principal on the floating rate notes on a quarterly basis and changes 1n
EURIBOR values

The table has been drawn up based on the expected undiscounted gross cash flows on the cash flows that settle
on a gross basis
In maore than
1 year but not

Total 1to3 3012 more than 5 In more than
2011 months months years 5 years
Financial liabilities € € € € €
Floating rate loan notes 62,349,964 - - - 62,349,964
Subordinated loan 1,950,851 - - - 1,950,851
Set-off loan 15,075,000 - - - 15,075,000
Net mterest payable on
swaps 4,169,007 476,527 1,199,661 2,337,819 155,000
Interest payable 39.195370 1,855,975 1,261,565 7,983,771 28,094,059
Total 122740192 2,332,502 2461226  10.321,590 107,624,874

In more than
1 year but not

Total 1to3 3t012 more than 3 In more than
2010 months months years 5 years
Financial liabilities € € € € €
Floating rate loan notes 83,983,698 - - - 83,983,698
Subordinated loan 1,950,851 - - - 1,950,851
Set-off loan 15,075,000 - - - 15,075,000
Net interest payable on
swaps 5,524,078 743,541 2,228,488 2,386,215 165,834
Interest payable 41,288.105 923,695 1.333.434 8,474,391 30,556,585
Total 147,821,732 1,667,236 3,561,622 10,860,606 131,731,968

Currency risk

The Company has loan notes in 1ssue denominated in Euros The Company’s policy 1s to eliminate all exposures
ansmng from movements 1n exchange rates and consequently the deemed loan to oniginator 15 denomunated
Euros All other assets, liabihities and transactions are denommnated in Euros

Interest rate risk profile of financial liabilities

The majonty of the company's financial habilities are floating rate and carry interest rates based on the relevant
three-month EURIBOR rate At the year end, the three month EURIBOR rate was 1 356% (2010 1 (606%)
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13, FINANCIAL RISK MANAGEMENT (continued)

Interest rate re-pricing analysis
The following table details the Company’s exposure to interest rate risk by the earher of contractual matunties or

re-pricing
1to3 3tob 6to12 >lyear and Non interest
Total months months months < § years bearing
2011 € € € € € €
Assets
Deemed loan to onginator 57,704,413 58,855,158 275,206 295,297 468,223 (2,189,471)
Other recervables 652 - - - - 652
Deferred tax asset 1,073,583 - - - - 1,073,583
Cash and cash equivalents 27,374,292 27,374,292 - - - -
Total assets 86,152,940 86229450 275206 295297 468223  (1115236)
Laabilities
Floating rate loan notes 62,349,964 62,349,964 - - - -
Subordinated loan 1,950,851 1,950,851 - - - -
Set-off loan 15,075,000 15,075,000 - - - -
Interest payable 4,197,214 - - - - 4,197,214
Denvative habihty 3,834,227 - - - - 3,834,227
Other payables 1,481,478 - - - - 1,481,478
Corporation tax 293 - - - - 293
Total liabilities 88,889,027 79,375,815 - = = 9,513,212
lto3 3t06 61012 >lyearand < Non mterest
Total months months months 5 years beanng
2010 € € € € € €
Assets
Deemed loan to onginator 76,961,774 80,167,713 286,793 338,725 514,928 (4,346,385)
Other receivables 639 - - - - 639
Deferred tax asset 1,488,285 - - - - 1,488,285
Cash and cash equivalents 28,759,245 28,759,245 - - - -
Total assets 107,209,943 108,926,958 286,793 338,725 514,928 (2,857,461)
Liabilities
Floating rate loan notes 83,983,698 83,983,698 - - - -
Subordinated foan 1,950,851 1,950,851 - - - -
Set-off loan 15,075,000 15,075,000 - - - -
Interest payable 3,472,045 - - - - 3,472,045
Derivative hability 5,315,304 - - - - 5,315,304
Other payables 1,215,650 - - - - 1,215,650
Corporation tax 171 - - - - 171
Total habilities 111012719 101,009,549 - - - 10,003,170
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13. FINANCIAL RISK MANAGEMENT (continued)

Interest rate sensitivity

The sensitivity analysis below has been determined on the Company’s exposure to interest rates for interest
beaning assets and liabilities at the financial reporting date and the stipulated change taking place at the
beginming of the financial year and held constant throughout the reporting peniod in the case of mstruments that
have floating rates and has been based on managements’ assessment of the possible changes 1n interest rates

The sensitivity of the Company to interest rate changes, and the resulting changes 1n net assets attributable to
equity shareholders, 1s limited as the Company only retams 0 01% of available revenue receipts from the
beneficial mterest in the mortgage portfolio with the resulting fluctuations bemg taken up by the deferred
purchase consideration due to T Bank S A If interest rates had been 25 basis points higher and all other
vanables held constant, net assets attributable to equity shareholders for the year ended 31 December 2011
would have been €18 higher (2010 €30 higher) If interest rates had been 25 basis points lower and all other
vanables held constant, net assets attrtbutable to equity shareholders for the year ended 31 December 2011
would have been lower by €18 (2010 €30 lower)

Market risk

Market nsk 1s risk of changes caused by market vanables such as interest rates and prices  Interest rate nisk
exists where assets and liabilities have mterest rates set under a different basis or which reset at a different time

The Company minimuses 1ts exposure to interest rate risk by ensuring that the interest rate charactenstics of
assets and liabilities are similar An interest rate swap has been entered into with Royal Bank of Scotland NV

(formerly known as ABN Amro Bank N V) to manage the Company’s exposure to mterest rate nisk associated
with the deemed loan to origmator Thus 1s to reduce interest rate nisk as a result of the possible vanance between
(a) the weighted average, durnng an mterest peniod, of (1) the vanable rates of interest payable on varable rate
loans, (11} the rates of interest payable on the base rate loans and {b) a EURIBOR based rate for Euro deposits

The floating rate loan notes, the deemed loan to ongmator and the cash and cash equivalents are exposed to
interest rate cash flow nsk caused by floating nterest rates that are reset periodically

Farr values
The fawr values together with the carrying amounts shown in the statement of financial position are as follows

Carrying Carrying
Note amount Fair value amount Farr value
2011 2011 2010 2010
€ € € €
Deemed loan to onginator 9 57,704,413 57,474,800 76,961,774 76,859,389
Deferred tax asset 8 652 652 1,488,285 1,488,285
Other receivables 10 1,073,583 1,073,583 639 639
Cash and cash equivalents 27,374,292 27,374,292 28,759,245 28,759,245
Floating rate loan notes 12 (62,349,964) (62,772,230) (83,983,698) (83,976,235)
Subordinated loan 12 (1,950,851) (1,950,851) (1,950,851) (1,950,851)
Set-off loan 12 (15,075,000) (15,075,000) (i5,075,000) (15,075,000)
Interest payable 12 (4,197,214) (4,197,214) (3,472,045) (3,472,045
Denvative liability (3,834,227) (3,834,227) (5,315,304} (5,315,304)
Other payables 14 (1,481,478) {1,481,478) (1,215,650} (1,215,650)
Corporation tax 7 (293) {293) (171} a7
1263913  _(3,387,966) (3,802 £3,897,698)

The fair values of the financial assets and habiliies are determined by using the discounted cash flow method of

whnch 1nputs nto the models are market observable
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BYZANTIUM FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011
13. FINANCIAL RISK MANAGEMENT (continued)

Financial instruments

The Company’s financial mstruments, other than derivatives, comprise of a deemed loan to ongnator, cash and
liquid resources, interest-beanng borrowings and vanious recervables and payables that anse directly from its
operations The Company also enters into denvative transactions (principally interest rate swaps) The purpose
of such transactions 1s to manage the interest rate nsks ansing from the Company’s operations and 1ts sources of
finance

It 1s, and has been throughout the year under review, the Company’s policy that no trading 1n financial
instruments 18 undertaken

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

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

Level 2 - valued using valuation techniques based on observable mputs, either directly (1 e as prices) or indirect
{1e denved from prices)

Level 3 - valued using techmques which require significant unobservable mnputs The valuation techniques used
by the Company are explamned i note 2

As at 31 December 2011

Financial liabilities at fair value Total Level 1 Level 2 Level 3
through profit and loss € € € €
Denvative financial mnstruments 3,824,227 - - 3,834,227 - -
As at 31 December 2010

Financial habilities at fair value Total Level 1 Level 2 Level 3
through profit and loss € € € €
Denvative financial instruments 5.315,304 - 5,315304 -

The Company does not hold or 1ssue denvative financial imstruments for trading purposes

14. OTHER PAYABLES

2011 2010
Current liabilities € €
Amounts owed to T Bank S A 951,605 412,512
Accruals and deferred income 529.873 803,138

1,481,478 1,215,650
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BYZANTIUM FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011
15. RELATED PARTY TRANSACTIONS

The Company has identsfied the following transactions which are required to be disclosed under the terms of
IAS 24 Related Party Disclosures

During the year admimstration and accounting services were provided by Wilmington Trust SP Services
(London) Limited for which Wilmungton Trust SP Services (London) Limuted eamned €34,541 (2010 €33,504)
At 31 December 2011 €10,080 (2010 €10,080) of these fees were outstanding and an amount totalling €652
(2010 €639) had been prepaid 1n respect of services for the following period Mr M McDermott and Mr J
Schroeder, directors of the Company, are also directors of Wilmimngton Trust SP Services (London) Limited
Mrs R Samson and Mr § Masson, who were directors of the Company, are employees of Wilmington Trust SP
Services (London) Limited

Duning the year the Company recerved €4,360,154 (2010 €6,084,555) from T Bank $ A 1n respect of interest on
the deemed loan to ongnator and mortgage advances At 31 December 2011 the Company owed €951,605
(2010 €412,512) to T Bank S A During the year the Company reduced the amount of deferred consideration
payable by the Company to T Bank S A by €336,199 Durnng 2010 T Bank S A earned €526,291 1n relation to
deferred purchase consideration No deferred consideration was paid during the year (2010 €ml) Deferred
purchase constderation 1s included within the deemed loan to onginator At 31 December 2011 the deemed loan
to ongwnator amounted to €57,704,413 (2010 €76,961,774) T Bank S A continues to service the underlying
mortgage advances and eamed €841,043 during the year (2010 €907,568) At 31 December 2011 T Bank § A
was owed €122,404 (2010 €231,814) m relation to these services

Dunng the year, the Company repaid principal of €ml on the subordinated loan from T Bank S A (2010 €ml)
and at 31 December 2011 €1,950,851 (2010 €1,950,851) was st1ll outstanding During the year interest on the
subordinated loan amounted to €76,439 (2010 €79,779) At 31 December 2011 nterest of €286,530 (2010
€210,091) was sull outstanding

During the year, mnterest of €66,011 (2010 €6,487) was payable on the set-off loan from T Bank S A At 31
December 2011 accrued interest payable amounted to €2,126,086 (2010 €2,060,075) At 31 December 2011
€15,075,000 (2010 €15,075,000) was stll outstanding on the set-off loan

16. ULTIMATE CONTROLLING PARTY

Wilmington Trust SP Services (London) Limited, a director of the company, holds the shares 1n Byzantium
Finance Plc under a Declaration of Trust for chantable purposes

T Bank S A was the Onginator of the mortgage porifolio undertying the deemed loan to onginator and the
accounts of the Company were consolidated by T Bank S A under IFRS  The accounts of the Company are
now consolidated into TT Hellenic Postbank S A following the order of the Bank of Greece for T Bank S A to
transfer most of 1ts assets and specified liabilities to TT Hellenic Postbank S A on 17 December 2011 and the
placing of T Bank S A 1nto special liqudation by the Bank of Greece 1 accordance with article 68D of Greek
law 3601/2007 Following the merger of T Bank S A 1nto TT Hellenic Postbank S A, TT Hellemc Postbank
S A s now considered to be the ulumate controlling party TT Hellenic Postbank S A 1s incorporated 1n the
Hellenic Republic and 1s the largest and smallest group into which these financial statements are consohidated
The consolidated financial statements of TT Hellemc Postbank S A are available to the public and may be
obtained from 2-6 Pesmazoglou Street, 101 75, Athens, Greece
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