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ATRE M ALLEY FUNDING 2 LIMITED
Darectors' Report for the year ended 31 December 201)
Company Number 5165234

The Ducctors present their Report and the audned Financial Statements for the year ended 31 December 2011

Principal activities and business review

On 1 October 2010 UK Asset Resolution Limited {'UKAR') was estabbshed as the helding company for Northern Rock (Asset
Management) ple 'NRAM") and Bradford & Binglev plu { B&B} brgmg toguther the two brands under shared management and a
wommon Board of Directors

Aire Valler Funding 2 Limued ('the Compam 'y 1s a himited Nability company mcorporated and domiciled 1 the United Kingdom
The Company has two ordinary shares of £1 each inissue both held by Aire Valley Holdings Limuted

The Company's principal activ ity was to acquire an interest 1 a porifolio of mortgage loans by means of a beneficial interest i the ass¢ts
of Airc Vallev Trustee Limited {'the Trust’)  These assets compnsed mortgage loans ortginated by B&R secured on residential propertv
The Lompanv received a shaze of the Trust's income i proporion to the Company's share of the morigage assets of the Trust The
Company's acquistion of the interest in mortgage loans was fundud by loans trom Aire Valley Warchousing 1 Limited A Valley
Warchousmg 2 Limited and Aire Vallev Warehousing 3 Linited wluch were 1n turn funded by 1ssuing loan notes  As the loan notes
have all been redeemed the Company no Jonger has a share of the mortgage pool  The Direclors do not miend to enter nto tunher
securitisations in the foresecable future

The profits of the Compam are pre-determuned under the terms of the securibsation transaction to which the Company 15 a party In
respect of previous years the Cempany retains the right to retain 2 mavimum of 0 01% of available resenue receipts Profits in excess of
the retamned amount accrue to B&B The results for the vear are shown in the Statement of Comprehensive [ncome on page 8 | he profit
after tax for the year ended 31 December 201! was ml1 (2010 loss £2 000)

Dividend
No dividends were paid during the vear or previous year and the Directors do not recommend the pavment of a final dividend for the

sear {2010 £ml)

Future developments
There are no further morigage portioho transfers planned for the future

Risk management and control
In the ordinary course of business the Company 13 exposed to and manages a vanety of nsks with credn nisk being of particular
sigmficance The key nsh and uncertaintics faced by the Company arc managed within the framework established for the Bradford &

Bingley Group ('B&B Group')

The Directors hase responsibnlin for the overatl svstem of internal control and for reviewing s efteciveness  The effectiveness of the
rish management 15 then momiored on an ongoing basis  Further details of the Company's nishs and their management and vontrol are
provided in note 11 and further discussion m the conteat of the B&B Gioup as a whole 15 provided 1n the B&B Group's 2011 Annual
Report & Accounts which do not form part of this Repert and Financiat Statements

The Company's operatiens are also subject io periodic review by the B& B internal audit department

Payment pelicy
Standard terms provide for payment ol all invoices within 30 days of invoice date except where different anangements have been agreed

with supphers 1 1s the pohey of the Company to abide by the agreed pay ment terms
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AURE Y ALLYY FUNDING 2 LIMITFD

Directors’ Report for the vear ended 31 Decembar 2011 (continned)

Company Number 5165234

Directors and their interests
The Directors who sen ed dunng the vear ané up to the date of sigmng the Financial Statements were as follows

Phillip Alexander Mcl.elland
SFM Drirectors Lamuted
SI M Directors (No 2} Limited

M McLelland SFM Direciors Limited and SEM Directors {No 2) Limited are also dnectors of Are Valley Holdings Limsted None of
the Dhrectors had anv nterest in the share capiial of Awre Valtey Holdings Lunited at any time during the vear or preceding vear Mr
Melelland 15 a direcios of B&B  Nonc of the Dncetors had an interest in the share or loan capital of B&B or in anv of nis subsidiary
undertakings

Dusclosure of information to auditors

The Dircctors who held office at the date of approval of this Directors' Report confirm that so far as they are each aware there 1 no
retevant audit nformation of which the Company's auditors ate unaware and that each Director has taken all the steps that he ought 10
have tahen as a Director o make himselt awale of am relevant audit information and e establish that the Company's auditers are aware

of that information

Political and chanitable contributions
During the vear no poliical or charnable contnbutions were made (2010 £ml)

Third party indemnines
Qualib g third pariy mdemnity provisions dor the benefit of the Directors was i force during the year under review and 1emains n

force as at the date of approval of the Darectoss' Report and Financial Statcments

Independent Auditors

KPMG Audit Ple resigned as audrtors of the Compamy and PricewaterhouseCoopers ('PwC’) were appointed
Pursuant te sectton 487 of the Compamies Act 2006 auditors dulv appointed by 1he sole member of the Company shall subjedt to anv

tesolution to the contrars be deemed to be reappointed for the net financial vear PricewaterhouseCoopers LLP having expressed
therr willingness will therefore continue in of fice

By order of the Board

Igha Whitaker
per pro SFM Corporate Services Limited
Company Scerctary ‘

18 June 2012 |
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AIRE W ALLEY FUNDING 21T IMATED

Siatement of Directors’ Responsihilihes in respect of the Directors’ Report and Finaneial Statements

7The Dhrectors are responsible for preparing the Directors’ Report and the Financial Statements 1 accordance
with applicable law and regulations

Company law requires the Directors to prepare ['nancial Statements for each financial year Under that law the Drrectors
have prepared the Financial Statements wn accordance with International Financial Reporting Standards ('IFRS') as
adopted by the European Unien  Under company law the Directors must not approve the Financial Siatements unless
they arc satisfied that they give a true and fair view of the state of atfairs of the Cempany and of the profit or loss of the
Company for that period In prepanng these Financial Statements the Directors are required to

« select suitable accounting policies and then apply them consistently
- make Judgements and accounting estimates that are reasonable and prudent

« state whether applicable 1FRS as adopted by the EU have been followed, subject lo any materiat departures disclosed
and explamed 1n the Financal Statements and

- prepare the Financial Statements on the going concern basis unless 1t 1s inappropriate to presume that the
Company wili continue in business

The Durectors are responsible for heeping adequate accounting records that are sufficient to show and explain the
Company's transactions and disclose with reasonable accuracy at any ume the financial position ot 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 for the Company and hence tor taking reasonable steps for the prevention and detection of fiaud
and other irregularities

Legislation n the United Kingdom governing the preparation and dissemination of Financial Statements may differ from
tegislation in other junisdictions
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ATRE ¥ AL LEY FUNDING 2 TIMITED

Indcpendent \uditar’s Repor ¢ to the members of Aire Valley Funding 2 Limated

We hne audited the Financial Statements of Aire Valley Funding 2 | wmited {or the year ended 31 December 2011 which comprise the
Statement of Comprebensne Income the Balance Sheet the Statement of Changes in Equity the Cash Flow Statement and the related
notes The Financial Reportung Framework that has been applied i their preparation s applicable law and International Fimancial
Reporiing Standards ('1FRS'} as adopted by the Evropean Union

Respectine responsibthties of directors and auditor

As explamed more fullv 1n the Statement of Directors’ Responsibilities set owl on page 6 the Directors are responsible for the
preparation of the Financial Statements and for being satsfied that they gne a true and fair view  Qur responsibihity 1s to audit and
express on opmion on the Finanaal Statements 1 accordance with apphicable law and International Standards on Auditing (UK and
Ireland) Those standards reqare us to comply with the Auditing Practices Board's ('APB”s) Ftiucal Standards for Auditars

This report including the opimons has been prepared for and only for the Company's members as & body 1n accordance with Chapter 3
of parl 16 ot the Companies Act 2006 and for no purpose or to any other person to whom this report s shown or mto whose hands 1t
may come sase where espresshy agreed by our prior consent in writing

Scope of the sudit of the Fimancial Statements

An audit mvolves oblaining evidence about the amoumts and disclosures 1n the Fmancial Statements sufficient 10 give reasonable
assurance that the Francial Statements are frec from matenial misstatement whether caused by fraud or error  This includes an
assessment of whether the accounting policies are appropriate to the Compam's circumstances and have been consisientlv applied and
adequately disclosed the reasonableness of sigmficant accounting estimates made by the Dircctors and the oxcrall presentation of the
Financial Statements [ we become aware of any apparent material musstatements or nconsistencies we consider the tmplications for
our report  In addiion we read all the financial and non-financial mformatien n the Director's Report to 1dentily material
irconsistenctes with the audited Financral Statements

Opinton on Financiat Statements

In our opimon the Financial Statements

+ give 1 true and fair view of the state of the Company's atfairs as ot 31 December 2011 and of ns profit and cash flows for the sear
then ended,

« have been properly prepared m accordance with FFRS as adopted by the European Umon and

» havc been prepared in accordance with the requirements of the Companics Act 2000

Opimon on other matter prescribed by the Companies Act 2006
In cur opinion the information given in the Directors’ Report for the finanuial year for which the Financial Statements are prepared 15
consistent with the Finanaial Statements

Matters on which we are required to teport by exception

We hasve nothing o report i respect of the followmng matters where the Companies Act 2006 requires us Lo report to vou 1f 10 our

opimon

+ adequate accounting records have not been kept or returns adequate tor our audil have not been recerved from branches not visited by
us or

« the Financial Statements are not in agreement with the accounting records and retums ot

« certain disclosures of Directors’ remuneration specifted by law are not made or

W havctl rgcdnved all the information and explanauions we require for our audit
o Ao

Mark Hannam (Semor Statutory Auditor)

for and on behall of Pricew aterhouse Coopers LLP
Chartered Accountants and Statutory Auditor
Leeds

18 June 2012




Statement of Comprehensive Income for the year ended 31 December

Norte
Interest recervable and stmilar income 2
Netinterest income
Operating expenses 3
Profit before taxation
Tavxation 4

Loss for the financial year

Other comprehensive income for the year

Total comprehensive expense for the year

AIRE N ALTEY FUNDING 2 LIMHED

2011 2010
£000 £000
- (2}
- 2)
- 2)

The Company's business and operations comprise one smgle activity in the Umited Kingdom and the Company
has only one operating segment for the purpose of IFRS 8 'Operating Segments’ The results above anse from

continuing acuvities and are attributable to the owners of the parent

The notes on pages 12 to 21 form an integral part of these Financial Statements
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Balance Sheet ar 31 December

Company Number 5165234

Assets
Deferred tax assets
Total non-current assets

Cash and cash equivalents
Total current assets

Total assets

Equity

Capital and reserves attributable to equity holder
Share capital
Retamned earnings

Total attributable equity

Interest-bearing loans and borrowings
Total current habilities

Total habihties

Total equity and habilities

Note

4

8

The notes on pages 12 10 21 form an imegral part of these Financial Statements

AIRL VALLEY FIADING 21 IMISEDR

2011 2010
£000 £000
6 6

6 6
7,619 7 592
7,619 7592
7,625 7.598
14 14

14 14
7,611 7,584
7,611 7,584
7,611 7,584
7,625 7,598

The Financial Statements were approved by the Board of Directors and authorised for 1ssue on 18 June 2012 and

signed on its behalf by

a Whitaker
per pro 8FM Directors Limined
As Director

18 June 2012
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Statement of Changes in Equity for the year ended 31 December

At | January 2011

Total Comprehensive income for the year

AIRE M ALLEY FUNDING 2 1LIMITED

At 31 December 2011

At 1 January 2010

Total Compichensive expense for the vear

At 3] December 2010

Share Retained Total
captal earnings equity
£000 £000 £000

- 14 i4

R 14 14

- 16 16

- (@ (2)

- 14 14
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AIRE VALLEY FUNDING 2 LIMITED

Cash Flow Statement for the year ended 31 December
2011 2010
£000 £600

Cash flons from operating activities
Profit before taxation - -
Cash flows from operating activities before changes in operating
assets generated -
Net decrease 1n oper aling assels
Prepayments and accrued income -
Cash generated from operations -
Taxation - (
Net cash generated from operating activities -
Cash flows fi om finuncing activities

L

Y Nl K

Amounts due to Group undertakhings 27 26
Net cash generated from financing activities 27 26
Net increase in cash and cash equivalents 27 28
Cash and cash equivalents at beginning of year 7,592 7 564
Cash and cash equivalents at end of vear 7,619 7.592
Cash at bank 7,619 7.592

Cash and cash equivalents are unencumbered and are avariable on demand
All cash 15 held i banks with a credn rating of A or above
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AIRE VAl LEY EUNDING 2 LIMITED

Notes to the Financial Statements for the vear ended 31 December 2011

1 Principal accounting policies

4are Vallex Funding 2 Lumited {'the Company'yis a hmited habilits compans which was incorporated and domciled s the Linited
kingdom

(a) Statement of comphance
The Company's Financial Statements have heen prepared and approved by the Directors an actordance with International

Financial Reporting Standards as adopted by the EU ('Adopted IFRS')

For these 2011 Financtal Statements ncluding the 2010 comparatine financial infermation where applicable the Company has
adopted for the (st ume the following statements

« The November 2009 amendments to IAS 24 Related Party Disclosures  which danfied the disclosure 1cquirements for
Government related enuties and was effective fiom | January 2011

» The October 2010 amendments to IFRS 7 Mmnancial Instruments Disclosures regarding enhencement of disclosures of
transiers of financial assets

For these 2011 Financial Statements the Company has not adoptcd the following staternentls

« IFRS 9 Financial Instruments  sections of which have been 1ssued as part of the International Accounting Standard Board s
{ 1ASB s } project to replace IAS 39 [nancul Instruments Recagnition and Measurement  and the associated amendments to
IFRS 7 These statements are expected to be mandatory lor 20135 Financial Statements with 2014 comparative information
but have not vet been adopted for usc in the EU

IFRS 13 Fair Value Measurement  Thss statement 15 expected to be mandatory tor 2013 Financral Statements with 2012
comparatine information but has net yet been adopted for use w the LU

Ihe December 2010 amendments to IAS 12 *Income Tanes relating 1o Defurred Tan Recovery of Underlying Assets  This
amendment 15 expecled 1o be mandatory tor 2012 Hinancial Statements with 2011 comparative information but has not yet
been adopted for use in the LU

The June 2011 amendments to 1AS ! ‘Presentation of Financial Statements relaung to Presentation of ltems of Other
Comprehensive Income  This statement 1s expected (o be mandatory for 2013 Finanaal Staternents with 2012 comparative
information but has not yet been adopted for use in the EU

The December 2011 amendments to I'RS 7 and 1AS 32 ‘Tinancial Instruments Presentation’ relating 1o the offsetting of
financial assets and financial habilittes  This statement 15 expecied o be mandatory for 2013 Financial Stalements with 2012
comparative information but has not been adopted {or use in the EU

All other new standards amendments 10 standards and interpretabions are not considered relevant to and have no impact upon the
Tmancial Statements of the Company
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AJRE VALLEY FENDING 2 LIMIIFD

Notes to the Financial Statements for the year ended 31 December 2011 {continved}

1 Principal accounting pohicies {continued)

(b) Basis of preparation

The Financial Statements are presented mm pounds sterling which 15 the currency of the (ompany s pnmar operating
environment and on a going concern basis  The Financial Statements have been prepared under the hustorical cost cony entton

The Dhrectors consider that the accounting palicies set out 1n this note are the most appropriate 1o the Company s circumstances
have been conststenthy applicd to the Company m dealing with items wheeh are considered materral and are supported by
reasunable and prudent estimates and Judgements

Judgements made by the Directors tn the apphcauen of these accounting pobicies that have a significant effect on the Finanetal
Statements and estimates with & significant nsh ol matenal adjustment 11 the next veor are discussed m note 10

The Exrectors consider the business to compitse one opetating and geographical segment due to the similants of risks faced
within 1ts UK based residential portfelios

I'he Financial Statements have been prepared m accordance with EU adopted IFRS IFRIC interpretations 1ssued by the IFRS
Interptetainons Committee (formerh the International Financial Reporting Interpretations Commitiee) and with those parts of the
Companies Act 2006 applicable to companies reporting under 1ERS A summary of accounting pohcies s set out below The
preparation of the I'inancial Statements in conformety with these accounting policies and generally accepted accounting principles
requires the use of estimates and assumptions that aflect the reported values of assuts and Labrliiies at the date of the Financial
Statemenis and the reported amounts of revenues and expenses during the reporung period  Although these estimates are based
on management's best knowledge of the amounts event or actions actual results ultimately may diffur from those estimates (see
note 10)

(¢) Interest income and expense

For financvial instiuments measuted at amortised cost ntercst income and espense are recognised in the Statement of
Comprehensn e Income on an Effective Interest Rate (‘'FIR') basis

the TIR basis spreads the imtuiest income or interest expense over the expected Iife of the instrument The EIR 1s the rate that at
the iception of the instrument exacthy distounts expected fulure cash payments and receipts through the expected hie ol the
istrument back to the imbial carning amounl  When calculatng the EIR tuture cash flows arc estimated considerimg all
contractuzal terms of the mstrument (for example prepayment options} but potential fulure credit losses dare not considered  The
calculation includes all directly attnibutable incremental fees costs and discounts as weil as interest

{d) Taxation

(1) Current tax

The charge for taxation 1s based on the result for the year and takes nto account laxation deferred or accelerated arising from
temporany ditterences between the carrying amounts of ertan items for taxation and for accounting purposes  Tax relating to
tems which are taken directly to reserves is also taken directly to reserves

(n) Defened tax

Deferred tax 15 caleutated using the hability method on temporany differences ansing between the tax bases of assels and
habiliies and thent carrvang amounts in the Financial Statements Defetred tax 1s deiermined using tax rates and laws that have
been enacted or substantively enacted by the Balance Sheet date and are expected to apply when the related deferred tay asset 1s
realised or the deterred 1ax habiliy s settled  Delerred tax assets are only recogmsed when it 1s probable that futuie taxable
profit will be available against which these temporan differences can be utilised

{e) Cash and cash equivalents

For the purposes of the Cash Flow Statement cash and cash equivalents compnise halances which had an ontginal maturety of
three months or tess
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AIRE VAT TEY FUNDING 2 LIMITED

Notes to the Financtal Statements for the year ended 31 December 2011 (continued)
1 Principal accounting policies (continued)
(D) Deferred consideration

Under the terms of the beneficial interest in the mortgage portfolio the Company retains the right to a maximum
of 001% of available revenue receipts  Profits m excess accrue 1o B&B, the ongmnator of the underlying
martgages The payment of defetred consideration 15 stricth governed by the priomity of payments which set out
how the cash 1s utiised Deferred consideranon 1s deducted from interest receivable and similar income

(g} Classification of financial instruments
In accordance with TAS 39 each financial asset 1s classified at 1mitial recogmition 1nto one of four categones

{1) Fmnancial assets at fair value through profit or loss
(11} Heid to maturity investments,

(1n) Loans and receivables or

(1v) Available-for-sale

and each financial ltabihity into one of (wo categories

(v) Financial habthitics at fair value through profit or loss or
(v1) Other habihties

Measurement of financial instruments 1s either amertised cost {categories (1) () and (v1) above) or at fair value
(categories (1} (1¥) and (v) above) depending on the category of financial instrument

Amortised cost 15 the amount measured at imiwial recognition adjusted for subsequent principal and other
payments, less cumulanive amortisation calculated using the EIR method, the amortisation 15 taken to interest
income or expense depending on whether the mstrument 15 an asset or liabthty The amortised cost balance 13
reduced where approprate by an allowance for amounts which are considered to be impaired or uncollectable

Fair value 1s the amount for which an asset can be exchanged ot a lability settled between knowledgeable
willing parties 1in an arms length transaction Where a market exists fair values are based on quoted market
prices For instruments which do not have active markets, fair value 15 calculated using expected future cash
flows which take individual cash flows together with assumptions based on market conditions and credut spreads
and are consistent with accepted economic methodologies for pricing financial instrumenis - Any net movements
in fair value that occur are included in the Statement of Comprehensive Income
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AIRE VALLLY T'UNDING 2 LIMILIED

Notes to the Fmancial Statements for the vear ended 3! Deccmber 2011 (continued)

2 Interest recenable and similar income

2011 2010
£000 £000
Bank interest - 26
Deferred consideration - (26)

No assets were constdered to be ympaired durtng the year or previous vear and conseguently the interest income
for the vear on impaired assets was £ml (2010 £nil)

3 Operating expenses

Auditors' remuneration of £4 950 (2010 £5 533) was borne by B&B

4 Taxanon

2011 2010
£000 £000
Current taxation expense

UK corperation tax on profit for the vear -

Adjustments i 1especi of previous years - 1
Deferred tavation ongmation and reversal of temporary differences - 1
Total tanation expense per the Statement of Comprehensive Income - 2
Profit before taxation - -
UK corporation tax at 26 5% (2010 238%) - -
Adjustments n respect of previous years - 2

2

Total tavation expense per the Statement of Comprehensive Income -

The standard rate of Coporation Tax in the UK changed from 28% to 26% with effect from 1 Apnl 2011
Accordingly the Company's profits for this accounting period are taxed at an effective rate of 26 5%

5 Emplovees and Directors’ emoluments
There were no employees during the year or previous year and none of the Directors recerved emoluments in respect

of their services to the Company A corporate service fee 1s pad to Structured Finance Management Limited mn
connection with 1ts supply of corporate management services including the provision of directors (see note 9}
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ATIRE VAL LEY FUNDING 2 LIMETED

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

6 Deferred tax

Assets Assets Liabihities Liabilities Net Net

2011 2010 2001 2010 2011 2010

£000 £000 £000 £000 £000 £000

Other assets 5] 4] - - 6 6
6 i} - - 3 6

The movements 1n the Company's tempoiary differences during the vear were as follows

As at Recognised As at

1 Januars m 31 December

2011 income 2011

£000 £000 £000

Other assets 6 - 6
6 - - —_ 0

As at Recogmsed As at

1 lanuary n 31 December

2010 mncome 2010

£000 £000 £000

Other assets 7 (1) 6
7 () 6

Deferred tax appropriately reflects the change 10 the standard rate ol UK corporation tax to 25% with effect
from 1 Apnl 2012

7 Share capital

2011 2010 20t1 2010
Ordinary shares of £1 each Number Number £ £
Authonised
At | January and 31 December 100 100 100 100
Allotted. 1ssued and fully paid
At | January and 31 December 2 2 2 2

These shares rank equally in respect of nights attached to voting dividends and in the event of 2 winding up

8 Interest-bearing loans and borrowings 2011 2010
£000 £000
Current habihitres

Amounts owed to Group undertahings 7,611 7 584
7,611 7 584

The amounts owed to Group undertakings 1s a loan with B&B and 15 repayable upon demand and 15 imerest free
The Company has not provided any secunty 1n respect of this habslity
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AMRE AALLEY FUNDISG 2 LIMITRD

Notes 1o the Financial Statements for the year ended 31 December 2011 {contimued)
Related party disclosures

The Company 1s a special purpose vehicle controlled by 115 Board of Directors which compnises three Directors
Two of the Company's three Directors are corporate Directors provided by Struciured Finance Management
Limited and the third 15 an employee of B&B (ihe controlling party under IFRS) The Company pays a corporate
service fee to SFM in connection with its supply of corporate management services including the provision of
Directors  The fee payable amounted to £8 987 (2010 £10 i182) all costs berng borne by B&B

Durtng the year and previous vear the Company undertock the following transactions with companies withm the
Arre Valley Holdings Limited Group and the B&B Group

Bradford & Awe Valley Bradford &  Awe Valley
Bingley plc Holdings  Bingley plc Holdings

and Limited and and Limited and
subsidiaries subsidianes subsidianes  subsidianes
2011 2011 2010 2010

£000 1000 £000 £0600

Interest recervable and similar income

Deferred consideration - - {26) .
Interest expense and sumlar charges

Interest on amounts owed to Group undertakings - - -

Current habshties

Amounts owed to Group undertakings (7,611) - (7 584) -

Audilors remuneration of £4 950 (2010 £5 533) was borne by B&B

Cnitreal accounting judgements and esimates

In preparation of the Company’s Financial Statements judgements and estimates may be made which may affect
the reported amounts of assets and Liabilitses judgements and estimates are hept under continucus evaluation
Judgements and estimates are based on historical experience expectations of future events and other factors At
31 December 2011 or 2010 there were no critical accounting judgements and esiimates
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Notes to the Financial Statements for the year ended 31 December 2011 (conuinued)

Financial instruments

MRE VALLEY FLNDING 2 LIMITLD

Categories of financial assets and financial habihties carrying value compared to fair value
Total If fair values
At 31 December 2011 Loans and carrying Fair mcreased by
Financial assets recen ables value value 1%
£000 £000 £000 £000
Cash and cash equivalents 7619 7619 7619 76
Total financial assets 7619 7,619 7,619 76
Financial habilitres Laabihities at Total I fair values
amortised carrying Fair increased by
cost value value 1%
L0000 £000 £000 £000
Amounts owed to Group undertakings 7611 7611 7611 76
Total finanuial iabihies 7,611 7.611 7,611 76

Total

carrving If fan values
Al 3] December 2000 Loans and value Fair increased by
Financial assets receivables value value 1%
£000 £000 £000 1000
Cash and cash equivalents 7592 7592 7392 76
T'otal financial assets 7592 7592 7592 76
Fmancial habaiities Liabilitics at Total If i values
amortised carrving Farr ncreased by
cost value value 1%
£000 1000 £000 £000
Amounts owed 1o Group undertahings 7 584 7584 7 584 76
Total financial liabilitics 7 384 7 584 7 584 76

No financial assets were reclassified during the year or previous Aear berween amortised cost and fair value categornies




AIRE VALLEY FUNDING 2 1 IMITED

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

Financial instruments (continued)

(b) Interest income and expense on financial instruments that are not at fair value through profit or loss

2011 2010
£000 £000
Interest recevable
Bank interest - 26
Deferred constderauion - {26)

No assets were considered to bo impaired during the year or previous year and consequently the interest income
for the year on impaired assets was £nl (2010 £mil)

Nature and extent of rishs arising from financial instruments
The Company's exposure to risk on financial mstruments and the management of this nisk are established on the
commencement of the securitisation transactions with the Company's activities and the roles of other parties

defined in the programme documentation

The Company does not enter into transactions involving financial assets or habihties which are hsted or publicly
traded or for which a hiquid market exists

The main financial nsh ansing from the Company's activities s credit nish

Credrt risk

Credit nsh reflects the nisk that a counterparty of the € ompany will be unable or unwilhing to meet a contractual
commitment that 1t has entered into with the Company  The Company 1s expesed to eredit nisk ansing trom the
depostts with third panty banks

The exposure to credit nsk 1s represented by the carrving amount of each financial asset as set out i the table 1n
note 11 c(1)

Orher murket risks

At the year end the Company had no other matenial exposure to market rishs (2010 £ml)
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AIRF YALLFEY FUNDENC 21 IMITED

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

tmancial instruments (continued)

Nature and extent of rishy arnny from financial instruments (cont:nued)

{1) Credit risk

The Companv's exposure to credu rish at 31 December was

2011 2010
1000 000
Cash and cash equi alents 7,619 7392
1 otal maximum exposure to credn rish 7619 7592
No impairment has been recogmsed m respedt of any financial asser, and no financial assets were past due
Ligmdity risk
() The contractual undiscounted cash flows associated with finanuiad habilines were as follows
fn not In more than 3 In mare than 1
more than  months but not year but not more In more than
On demand 3 months more than 1 year than 5 years Svears total
At 31 December 2011 £000 £000 £00¢ £000 £000 1000
Inierest-bearmg loans and borrowsngs 761t - - - - 7oll
Fotal outflows 7,611 . - - - 7,611
In not In more than 3 In more than 1
more than months but not  vear but not more  In more than
Ondemand 3 months  more than 1 year than 3 years S5ears fotal
At 31 December 2010 £0600 £000 £000 £000 000 1000
Interest-bearing loans and borrowings 7 584 - - - - 7584
Total outflows 7 584 - - - - 7 584
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AIRE VAL LEY FUNDING 2 LIMITED

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

12 Capital structure

The Company's capital 1s represented by the capnal and resenes attibutable to equity holders The Company 15 not subject
10 externally imposed capital requirements other than the mimmum share captal required by the Companies Act with which
1 comphies The Company manages its capital and reserves in order that there 15 sufficient capital to meet the needs of the
Company in 1ts operatons

13 Ultimate parent undertaking

The Company's immediate parent undertaking s Awe Valley Holdings Limited a limited habihty company mcorporated and
dormiciled in the United kingdom

Fhe Company's ultumate parent undertahing 13 SFM Corporate Services Limited, a hmated habihty company incorporated and
domiciled in the Umited Kingdom which holds the shares of Aure Valley Holdings Limnied on a discretionary trust basis for
charnable purposes

Copies of the financial statements of Aire Valley Holdings Limited and SFM Corporate Services Limited may be obtained
from the Company Secretary a1 35 Great St Helen's London EC3A 6AP

As a result of The Bradford & Bingley ple Transfer of Secunities and Property etc Order 2008, which transferred all shares
n B&B to the Treasury Sohcitor as nomimnee for HM Treasury on 29 September 2008, the Company considered Her
Majesty's Government 1o be its ultimate controlling party from that date On 1 October 2010 all shares in B&B were
acquired via a share-for-share exchange by UK Asset Resolution Limited a private imited company incorporated and
domiciled n the United kingdom, which 1s wholly owned by the Treasury Soliciter as nominee for HM Treasury The
Company considers Her Majesty's Government 10 remain s ultimate controlling party UK Asset Resolution Limited heads
the largest group of companies into which the Financial Statements of the Company are consclidated Copies of the financial
statements of UK Asset Resolution Limited may be obtamed from the Company Secretary at Croft Road, Crossflans
Bingley West Yorkshire BD16 2UA

14 Events after the reporuing period
The Dhrectors are of the optmion that there have been no significant events which have occurred since 31 December 2011 to

the date of this repon that are likely 1o have a material effect on the Company's financial position as disclosed in these
Financial Statements
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