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AIRE M ALLEY FUNDING 3 PIC

Directors' Report for the yvear ended 31 December 2011
Company Number 5154132

The Directors present their Report and the audited Financial Statements for the sear ended 31 December 2011

Principal activity and business review

Aire Valley Funding 3 ple (‘the Company) 15 a pubhc ltmited company incorporated and domserted in the United
kngdom

Atre Valley Holdings Limited holds one £1 ordinary fullv patd share and 49 998 quarter pard ordinary shares in
the Companv One £1 ordman fully paed share 1s held by SFM Naminees Limuted for the benefit of Aire Valley
Holdings Limited The Company has not tradcd since incorporation The Directors do net expect the Company
1o trade in the loreseeable tuture

On 1 October 2010 UK Asset Resolution Limited ('UKAR') was established as the holding company tor Northern
Rock (Asset Management) ple (NRAM') and Bradford & Bingley ple (B&B'} bringmg togethes the two brands
under shared management and a common Board of Dircctors

Dinvidend

No dividend was paid n the year (2010 £ml) and the Directors do not recommend the payment of a final
dividend for the vear (2010 £ml}

Risk management and control

In the ordimary course ot business the Compam 15 exposed o and manages a variehy of nsks with credit risk
being of particular sigmficance The hey nsks and uncertainties taced by the Company are managed wrthin the
framewark established for the Bradford & Bingley Group ('B&B Group'}

The Directors have responsibility for the overall svstem of mternal conirol and tor reviewing ns effectis eness
The efiectiveness ol the rish management 15 then monitored on an ongoing basis  Details of the Company's rishs
and their management and control are provrded 1n note 7, and turther discussion m the content of the B&B Group
as a whole 1s provided in the Gioup's 2011 Annual Report & Accounts which do not form pan ol this Report and
Financial Statements

The Compam's operations are also subject to periodic review by the B&B iternal audit department

Payment pohcy

Standard terms provide for payment of all mvoices within 30 davs of imvoie date except where different
arrangements have been agreed with suppliers 1t 15 the policy of the Company to abide by the agreed payment
terms

Directors and their interests

The Directars who served during the year and up to the daie of signing of the Financial Statements were as
tollows

Phillip Alexander MclLelland
SFM Directors Limited
SI'M Direciors (No 2) Limited

Mr McLelland SFM Directors Limited and ST™M Directors (No  2) Limited are also directors of Amre Valles
Holdings Limited  Mr Mcl.elland 15 a dnector of BEB  None of the Directons had any interest in the share
capital of Aire Valley Holdings Limited at any ume during the year or preceding year  None of the Dnectors had
an interest 1n the share or loan capua! of B&B or in anv of 1ts subsidian undertakings
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ALRE VALLFY 1LMNDING 3 PLC

Directors’ Report for the vear ended 31 December 2011 tcontinued)
Company Number 5154132
Disclosure of information to auditors

The Directors who held office at the date of approval of this Directors’ Report confirm that so far as they are vach
aware there 15 no relevant audit information of which the Companmy's auditors are unaware and that each Direcior
has taken ail the steps that he ought to have tahen as a Director to make himself aware of anv relevant audit
information and 1o establish that the Compam's auditers are aware of that informauoen

Corporate governance

The Direciors have been charged with gmvernance 1n accordance with the transaciion documents describing the
stucture and operation of the transaction  The structure of the Company 13 such that the kev pohcies have been
predeterrmned 2t the time o 1ssuance and ihe operational roles have buen assigned to third parties with their roles
stricth gusverned by the transaction documents

The transaction documents provide for procedures that have been designed for safeguarding assels againsl
unauthorised use or disposition tor mamlaming proper accounting records and for the rehiabilty and usefulness
of financial formatton used within the business or for publication  Such procedures are designed to manage
rathes than elimunate the sk of farlure to achieve business objectives whilst enabling them to comply with the
rcgulatory obligations

Due to the nature of the securties which have been issued the Company 1s exempt, from the requirements of
Disclosure and Transparency Rules 7 1 audit commitiees and 7 2 Corporate governance stalements which would
othenwise require the Company respectively to have an audit commuitee in place and nclude a corporate
governance statement 1n the report of the Directors  The Direciors are therefere sausfied that there 15 no
requirement for an audit commitice or a supervisory body entrusted to camy oul the funchions of an audi
commultee or (0 publish a corporale governance statement

Polhitical and charntable contributions
During the year no political or charnable conttibutions were made (2010 £ml)

Third party indemmties
Quahifving third party indemmity provision for the benefit of the Directors was in force during the year under
review and remains in foree as at the date of approval of the Dircetors' Report and Financial Stalements

Independent Auditors
During the year KPMG Audn Ple resigned as auditors of the Company and PricewaterhouseCoopers ('PwC')

were appointed

In accordance with the Companies Act 2006 a 1esolution Lo re-appaint PwL as the auditor of the Company will
be proposed at the forthcoming Annual General Meeting

By order of the Board

ena Whataker
per pra SFM Corporate Services Limited
Company Secretary

18 June 2012
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AIRE VALLEY FUNDING 3 PL(

Statement of Directors' Responsibibities in respect of the Directors’ Report and Financial Statements
p p P

The Directors are responsible tor prepaning the Directors’ Repert and the Financial Statements in accordance
with apphcable law and regulations

Company law requires the Directors to prepare Financial Statements for each financial year Under that law
the Directors have prepared the Financial Statements in accordance with International T'inancial Reporting
Standards ('1FRS') as adopted by the European Union Under company law the Directors must not approve the
Financial Statements unless they are satsfied that they give a uue and fair view of the state of affairs of the
Company and of the profit or Joss ot the Company for that period In prepaning these Financial Statements
the Directors are required to

- select suitable aceounting pohicies and then apply them consisiently,
- make judgements and accounting estimates that are reasonable and prudent

- state whether apphcable IFRS as adopied by the EU have been followed subject to any material departures
disclosed and explained 1n the Financial Statements and

- piepare the Financial Statements on the going concem basis unless 1t 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 posiion of the
Company and enable them to ensure that the Financial Statements comply with the Compames Act 2006
They are also responsible for safeguarding the assets of the Company and hence for tahing reasonable steps for
the prevention and detection of fraud and other rrregulanties

Legislation in the United Kimgdom governing the preparanion and dissermination of Financial Statements may
differ from legislauion in other junisdictuons
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AIRE VATLEY FUNDING 3 PLC

independent Auditor's Report 10 the members of Aire Valles Fundiag 3 ple

We have audited the Financial Statements of Ane Valley Funding 3 ple tor the year ended 31 December 2048 whith comprise the
Staiement of Comprehensive Income the Balanee Sheet the Siatement ol Changes m Lquin  the Lash Flow Statement and the related
polvs The Financial Reporung Framework that has been apphied n then preparation as epplicable law and Intermanonal Financial
Reportng Standards {'IFRS") by the European Union

Respective responsthiities of directors and auditor

As explamed more fully in the Statement of Dureitors’ Responsibibities un page @ the Direciors are responsible tor the preparation ol the
Finaneia! Statements and for being satisfied that thes give a true and $an view Ow responsibality 15 to audit and express an uprmon on the
Fmancial Statements tn accordance with appheable law and International Standards on Auditing (LK and lreland) Those standards require
us to comph with the Audiing Practes Buoard's {'APB 's) Ethical Standards lot Auditors

This report including the opipuns has been prepared Jor and only Jut the Compam < munbers as a bodv m accordance with Chapter 3 of
part 16 of the Companies Act 2006 and tor no other purpose  We do not i ginang hese opimons, accept assume responsiblity for any
othes purpose of to any other person to whom ths report 15 shown of nle whose hands 11 mav come smve where expressly agreed by our
PrIoT consent in wriing

Seape of the audit of the Fmancial Statements

An audit nvolves ohtaimng evidence about the amounts and disclosures in the Finanaial Statements suffivient 1o give reasonable assurance
that the Financial Statemenis are free from matenial missiatements whether caused by fraud or error  This mcludes an assessment of
whether the accounting policies are appropriate to the Company’s circumsiances and have been conswtuntly apphed and adeguately
disclosed, the reasonablencss of sigmificant accounting esumates made by the Direciors and overall presentation ol the Financial
Sraremunts I we become aware of any apparent matcrial misstatements o7 MCONSISIENCILS We consider the implications of our repont 1n
additen, we read all the financial and nen-financial information m the Director s Report 10 sndenttfy materal mconsistencies with audited
Financtal Statcments

Opinion on Cinancal Statements

In our optmion the Financial Stalemems

- give a true and fair view of the state of the Company's affairs as at 31 December 2011 and of 1ts result and cash flows for the vear then
ended

« have been properly prepared n accordance with i RS a5 adoptcd by the European Uinen and

+ have been prepared in accordance with the requirements of the Compames Aci 2006

Opinion on other matter prescribed by the Compames Act 2006
In our opmion the mformation given i the Dircctors’ Report for the finneial vear for which the Fmaneial Statements are prepared 1s

consistent with the Financial Stalements

Matters on which we are required fo report by cxception
We have nothing to repon 1n respect of the followng matters where the Companies Act 2006 requires us to report to yau 1f, 1n our opinion
« adequate accounting records have not been kept, o1 returns adequatc for our audat have not been received from branches not visited
by us, or
« the Financial Statements are not n agreement with the accounting records and retums, or
certain disclosures of Directors' rumuncration speciicd by law arc not made or
ve have nat fecenved all the imformation and explanations we require for our audn

Mark Hanphn! e‘rrl\lur}murv Auditor)

for and on behalf of Pricewaterhouse Coopers LIP
Chartered Accountants and Statutory Audstor
Leeds

18 june 2012
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AIRE VALLEY FUNDING 3 PLC

Statement of Comprehensive Income for the vear ended 31 December
During the current and preceding financial vear the Company received no income and incurred no

expenditure  Consequently during those vears the Company made nesther a profit nor a loss and
no Statement of Comprehensive Income has been prepared
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AIRF YALLEY FINDING 3 PLOC

Balance Sheet at 31 December

Company Number 5134132

2001 2010
Assets Noe £ £
Cash and cash equivalems 12,502 12 502
Total current assets 12,502 12 502
Total assets 12.502 12 502
Equity
Capital and 1eserves attributable to equity holders
Share capital 3 12,502 12 502
Retained eamings - -
Total attributable equity 12,502 12,502
Total equity and habihties 12,502 12 502

1 he notes on pages 12 to 14 form an integral part of these Financial Statements

The Financial Statements were approved by the Board ol Directors and authorised for 1ssue on 1§ June 2012
and signed on 115 behalt by

’ ;ezna Whitaker

per pro $FM Directors Limited
Director
18 June 2012
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Statement of Changes tn Equity for the year ended 31 December

At 1 January 2011 and 31 December 2011

AU January 2010 and 31 December 2010

AIREVALLEY FUNDING3PIL C

Share Total
capital cquity

£ £
12,502 12,502
12.502 12.502
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ARE VALIPY FUNDING 3 PLC

Cash Flow Statement for the year ended 31 December

2011 2010

£ £

Cash and cash equivalents at hegmmng of year 12,502 12 502
Cash flows from operaung activities - -
Cash and cash equinvalents at end of vear 12,502 12 302
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AIRE Y ALLEY FUNDING 3 PLC

“otes to the Financial Statements for the year ended 31 December 2011
1 Prmmcipal accounting pohcies

Aire Valley Funding 3 ple ('the Compony’) 1s a public hmited company ncorporated and domicifed 1 the United
i ingdom

(2) Statement of compliance

The Company's Financial Statements have been prepared and approved by the Dwectors in accordance with
Imernahonal Financial Reporting Standards as adopted by the EU ('Adopted I[FRS')

For these 2011 Financial Statements including the 2010 comparative financial nformation where appheable the
Company has adopted tor the first e the following statements

- The November 2009 amendments to JAS 24 Related Party Disclosures” which claried the disclosure requirements
for Government-related entittes and was effective from 1 January 2011

+ The October 2010 amendments to IFRS 7 Fmancial Instruments Disclosures regarding enhancement of disclosures
of transfers of financial assels

For these 2011 Financial Statements the Company has not adopted the [otlowing statements

IFRS 9 ‘Frmancial Instruments’, sections of which have been 1ssued as part of the International Accounting Standard
Board's ( IASE s ) project to replace IAS 39 *Financial [nstruments Recogmition and Measurement  and the
associated amendments to IFRS 7 These statements are expected to be mandatory for 2015 Financial Statements,
with 2014 comparative information but have not yet been adopied for use n the FU

IFRS 13 Fair Value Measurement’ This statement 1s expected to be mandatory for 2013 Financial Statements with
2012 comparative information but has not yet been adopted for use m the EU

The December 2010 amendments to 1AS 12 ‘Income Taxes' relating 1o ‘Deferred T'ax Recovery of Underlymg
Assets’ This amendment 1s expected to be mandatory for 2012 Financaial Statements with 2011 comparative
information but has not yet been adopted for use 1n the EU

The June 2011 amendments ta [AS 1 ‘Presentation of Financial Statements’ relating to Presentation of ltems of
Onher Comprehensive Income  This statement 1s expected 1o be mandatory for 2013 Financial Statements, with
3012 comparative information but has not yet been adopted for use n the EU

The December 2011 amendments 1o IFRS 7 and 1AS 32 ‘Financial Instrements Presentation’ relating to the
offsetting of financial assets and financial habilities This statement 15 espected to be mandatory for 2013 Financial
Statements, with 2012 comparative nformation but has not been adopted for use m the EU

All other new standards amendments to standards and nterpretations are not considered relevant (o and have no impact
upon the Financial Statements of the Company

The Financiat Statements alse comply with the relevant provisions of Part 15 of the Companies Act 2006 and
regulations made thereunder
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AIRE VALLEY FUOMNDING 3 PL(C

Notes to the Financial Statements for the year ended 31 December 2011 {conbinued)
1 Principal accounting policies (continued)
(b) Basis of preparation

The Tmancial Statements are presented n pounds sterling, which 1s the currency of the Company s primary
operating emaronmeni and on a going concern basis The Financaal Statements have been prepared under the
historical cost convention

The Directors cansider that the accounting policies set out in this note are the most appropniate 10 the Company’s
circumstances have been consistently apphed 10 the Company in dealing with items which are considered matenal
and are supported by reasonable and prudent esnmates and judgements

Judgements made by the Directors n the applicauon of these accounting pohcies that have a sigmficant effect on
the Financial Statements

The Financial Statements have been prepared 1 accordance with EU adopted IFRS [FRIC interpretations 1ssued
by the IFRS Interpretations Commutiee (formerly the Internauional Financial Reporung Interpretations Commutice)
and with those parts of the Compames Act 2006 applicable to companies reporting under IFRS A summary ol
accounting pohicies 15 set oul below The preparation of the Financial Statements n conformity with these
accounting polictes and generally accepted accounting principles requires the use of estmaies and assumptions that
affect the reported values of assets and liabilities at the date of the Financial Statements and the reported amounts
of revenues and expenses during the reporting peried  Although these estmates are based on management's best
knowledge of the amounts event or actions, aciual results ulimately may differ [rom those estimates

(¢) Cash and cash equnalents

For the purposes of the Cash Flow Statement cash and cash equivalents comprise balances which had an ornginal
maturily of three months or less Al cash 1s held in bank with a credit ratng of A or above

2. Employees and Directors' emoluments

There were no cmployees during the year or previous year and none of the Direclors received emoluments 1n
respect of their services to the Company

3 Share capilal

2011 2011 2010 2010
Number £ Number £
Alottedh. 1ssued and folly pad
Ordinary shares of £1 each 25p paud
At | January and 31 December 49,998 12,500 49 998 12 500

Alotted, 1ssued and fully pand

Ordinary shares of £1 each fully paid

At | January and 3| December 2 2 2 2
50,000 12,502 50 000 12,502

The ordinarv shares rank equally in respect of rights attached to voting dividends and in the event of a winding up
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ATRE VALLFY FUNDIMNG 3 PRA

Notes to the Financial Statements for the vear ended 31 December 2011 (continued)

4 Camtal structure

The Compam's capital 15 represenied by 1he capital and reserves atinbutable 1o equity holders The Company 15 not subject to
externally imposed capnal requirements other than the mimmum share capital required by the Companies Act with which u
comphes The Company manages its ordinary share capial in order that there 15 sufficient capnal 1o meet the needs of the
Company in its operations

3 Ulumate parent undertaking

The company regarded by the Directors as the Company's immediate parent undertaking 15 Aire Valley Holdings Limited, a hmited
hiability company incorporated and dormiciled in the United Kmgdom

The Company’s ulumate parent undertaking 15 SFM Corporate Services Limited a linmted habibty company mcorporated and
demsciled m the United kangdom, and which holds the shares of Aire Valley Holdings Limited on a discretionary irust basis for
charitable purposes Copies of the financial statements of Awe Valley Holdings Limited and SFM Corporate Services Linmited may
be obtained from the Company Secretary at 35 Great St Helen's London EC3A 6AP

Under IFRS the Company's conroling party during the year and previous year was B&B a public company mcorporated and
domicited 1n the United kingdom B&B heads the smallest group of companies into which the Fiancial Statements of the
Company are consolidated Copres of the financial statements of B&B may be obtained from the Company Secretary at Croft
Road Crosstlatts Bingley West Yorhshire BD16 2UA

As a result of The Bradford & Bingley plc Transfer of Securities and Property ete Order 2008, which transferred all shares i
B&B to the Treasury Soliciior as nominee for HM Treasury on 29 September 2008, the Company considered Her Majesty's
Government 1o be 1ts ultimate controlling party from that daie On | October 2010 all shares in B&B were acquired via a share-for
share exchange by UK Asset Resolution Limied a pnivate hinmited company wcorporated and domiciled 1 the United Kingdom,
which 15 wholly owned by the Treasury Sechcitor as nominee for HM Treasury The Company considers Her Majesty's
Government to remain its ultimate controlhing party UK Asset Resolution Lymited heads the largest gioup of companies into
which the Finanuial Statements of the Company are consolidated Copies of the financial statements of UK Asset Resolution
Limited may be obtained from the Company Secretary at Croft Road Crossflatts Bingley West Yorkshire BD16 2UA

6 Related party disclosures

The Company 15 a special purpose vehicle controlied by s Board of Directors which cempnises three Directors Two of the
Company’s three Directors are corporate Directors provided by Structured Finance Management Limited and the third 1s a director
of B&B (the controlling parry under IFRS) The Company pays a corporaie service fee to SFM tn connnection with 1ts supply of
corporate managemen sevices ncluding the provision of Direclors  The fee payable amounted to £8,680 (2010 £5 277), all costs
bemng borne by B&B  B&B also bears the cost of the audit fee amountuing to £990 (2010 £1 107)

7 Firancial instruments

In the opimwon of the Directors the fair value of the Company’s cash and cash equivalents equates 10 their carrying value No
financial assets were categorised as “held for trading’ or "at fair value through profit or loss' 1n the year or preceding year The cash
and cash equivalents are categorised as loans and receivables The Company's exposure to credit rsh e the nsk that a
counterparty of the Company will be unable or unwilling lo meet a commitment that 1t has entered into with the Company 1s the
carrving value of the Company’s cash and cash equivalents The Company has no other matenial exposures 1o market nshs

8 Events after the reporting year

The Directors are of the opmion that there have been no significant events which have occurred since 31 December 2011 to the
date of this report that are hkely 10 have a matenal effect on the Company's financial position as disclosed n the Financial
Statements
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