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Kion Mortgage Finance No2 Plc

Directors’ report

The directors have pleasure in presenting the financial statements of Kion Mortgage Finance No 2
Plc, ("the Company”) for the year ended 31 December 2010

Principal activities and business review

The Company 1s a special purpose company establshed in order to 1ssue floating rate loan notes due
July 2053, the proceeds from which are used to acquire interests in the portfolio of Greek property
mortgages from Millennium Bank S A ("the Bank") as descnbed in the offering circuiar dated 18 July
2008 On 27 June 2008, the Company was 1ssued with a certificate entithing it to do business and on
18 July 2008 the Company Issued €585,000,000 floating rate loan notes ("the notes"}) The notes are
Jontly managed by UBS Limited London and Banco Millennium becp Investimento S A The notes are
hsted on the Insh Stock Exchange On 18 July 2008, the Company acquired from the Bank mortgage
receivables at a cost of €585,000,000

Business review

The key performance indicator of the business I1s considered to be the net interest margin  Duning the
year to 31 December 2010, the Company achieved a net interest margin of 44 09% (2009 38 79%)
At the year end, the Company had net assets of €121,570 (2009 €120,730)

Results and dividends

The trading results for the year and the Company’s financial position at the end of the year are shown
in the attached financial statements

The profit for the year was €840 (2009 €20,604) Dmdends of €nil (2009 €nil} were made to equity
holders during the year

Share capital

The authonsed share capital of the Company i1s Stg £50,000 comprnsed of 50,000 ordinary shares of
Stg £1 each The Company has allotted all its 50,000 ordinary shares of which 50,000 ordinary shares
are fully paid shares of Stg £1 each The 1ssued, subscribed and paid-up share capital of the
Company (in Euro) 1s € 63,147 as at 31 December 2010

Directors and their interests

The directors who served the Company dunng the year have no beneficial interests in the shares of
the Company The directors are as follows

Tang Husain {resigned 4 Apnl 2011)

Roy Neil Arthur (appointment 4 Apnl 2011)
Joint Corporate Services Limited

Praxis MGT Limited

The directors had no matenal interest in any contract of significance in relation to the business of the
Company other than disclosed in note 19

Company secretary
Joint Secretanal Services Limited




Kion Mortgage Finance No2 Plc

Directors’ report (continued)

Financial instruments

The Company's financial instruments, other than denvatives, comprise of mortgage recervables, cash
and cash equivalents, interest-beanng borrowings and vanous receivables and payables that anse
directly from its operations The main purpose of these financtal instruments 1s to acquire mortgage
recevables from Millenmum Bank S A ("the Bank™)

The main nisk ansing from the Company's financial instruments 1s interest rate risk, iquidity nsk and
credit nsk The Board reviews and agrees policies for managing these and the other nisks ansing on
the Company's financial instruments and these are summansed below Further discussion of the
Company's approach to financial instruments 1s set out in note 3 (significant accounting policies) and
in note 18 (Financial nsk management)

Currency nsk

The majonty of the Company's assets and llabihties are denominated in Euro, however the entire set
off portfolio 1s In Swiss Francs The assets and labilties in the set off portfolioc match therefore the
Company is not exposed to foreign currency nsk

Interest rate risk

Interest rate nsk exists where assets and habilihes have interest rates set under a different basis or
which reset at different imes The Company mimimises its exposure to interest rate nsk by ensuring
that the interest rate charactenstics of its assets and habilites are similar, where this 1s not possible
the Company uses an interest rate swap to mitigate any residual rate nsk

Credst risk

The Company will be subject to the nsk of delays in receipt, or nsk of defaults of payments due from
borrowers in respect of the mortgage receivables There can be no assurance that the levels or
timeliness of payments of collections and recovenes recewved from the mortgage receivables will be
adequate to ensure timely fulfiment of the Company’s obligations in respect of the notes on each
interest payment date or on the final legal maturity date

Under the mortgage sale agreement, the Bank warrants that, as at the cut-off date, each borrower In
refation to a mortgage asset agreement included in the recewvables portfolio met the Bank’s lending
critena for new business In force at the time such borrower entered into the relevant mortgage asset
agreement The lending cntena considers, among other things, a borrowers credit history,
employment history and status, repayment ability, debt-to-income ratio and the need for guarantees or
other collateral

The most significant concentration of credit nsk 1s considered to be the mortgage receivables and set-
off receivables As at 31 December 2010 €427,720,142 (2009 €498,764,191) and €95,574,988 (2009
€95,599,995) before impairment charges was outstanding respectively

Liqudity risk

In the event of the iquidation of the Company, the assets of the Company, including the mortgage
receivables, may be realised by the Company at a value agreed between the Company and the
relevant purchaser of such assets The amount realised by the Company in respect of the transfer of
its assets to a purchaser in such circumstances may not be sufficient to redeem all of the notes in full
at their then pnncipal amount outstanding In addition, the Company may not be able to seli its assets
to a third party as there 1s not, at present, an active and hquid secondary market for residential
mortgage loans of this type in Greece

Millenium Bank provides the Company with a loan facility, which 1s available in the event that the
Company 1s unable on a temporary basis to meels its financial commitments The balance of the
subordinated reserve loan as at 31 December 201015 €5,303,317 (2009 €10,124,509)




Kion Mortgage Finance No2 Plc

Directors' report {(continued)

Creditor payment policy

The Company's policy concerning payment of its trade creditors 1s to pay in accordance with its
contractual and other legal obhgations Due to the nature of the business, the main creditors are the
note holders The first pnincipal and interest was repaid on 22 December 2008, thereafter quarterly in
arrears on the 20th day of March, June, September and December in each year in accordance with
the agreements in place The Company does not follow any other code or standard on payment
practice

Political and charitable donations
The Company made no political or chantable donations or incurred any political expenditure dunng the
year

Statement as to disclosure of information to auditors
The directors who held office at the date of approval of this directors’ report confirm that,
- so far as each of the directors 1s aware, there 13 no relevant audit information of which the
Company’s auditors are unaware, and
- each director has taken all the steps that he/she ought to have taken as a director to make
himselffherself aware of any relevant audit information and to establish that the Company's
auditers are aware of that information

Independent auditors

In accordance with the section 489 of the Companies Act 2006, a resolution for the re-appointment of
KPMG as auditors of the Company 15 to be proposed at the forthcoming Annual General Meeting

By order of the Board

Joint Corporate Services Limited Praxis MGT Limited
Director Director
Date 29| 00| 201 Date 71|06 | 201




Kion Mortgage Finance No2 Plc

Statement of directors’ responsibilities
For the year ended 31 December 2010

The drectors are responsible for preparing the directors’ report and the financial statements in
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that
law the directors have elected to prepare the financial statements in accordance with International
Fmancial Reporting Standards (IFRSs) as adopted by the EU

Under company law the directors must not approve the financial statements unless they are satisfied
that they give a true and farr view of the state of affairs of the Company and of profit or loss of the
Company for that penod

In prepanng these financial statements, the directors are required to

- select surtable accounting policies and then apply them consistently,

- make judgements and estimates that are reasonable and prudent,

- silate whether applicable IFRSs have been followed, subject to any matenal departures disclosed
and explamned n the financial statements as adopted by the EU, and

- prepare the financial statements on the gomg concern basis unless it 1s inappropriate to presume
that the Company will continue in business

Under applicable law and the requirements of the listing rutes 1ssued by the Insh Stock Exchange, the
directors are also responsible for prepanng a directors’ report and reporis relating to directors’
remuneration and corporate governance that comply with that law and those rules In particular, In
accordance with the Transparency (Directive 2004/109/EC) Regulations 2007 (the Transparency
Regulations), the directors are required to include in their report a fair review of the business and a
description of the principal risks and uncertainties facing the Company and a responsibility statement
relating to these and other matters, included below

The directors are responsible for keeping adeguate accounting records that are sufficient to show and
explain the Company's transactions and disclase with reasonable accuracy at any time the financial
position of the Company and enable them to ensure that its financial statements comply with the
Companies Act 2006 They have general responsibility for taking such steps as are reascnably open
to them to safeguard the assets of the Company and to prevent and detect fraud and other
irregulanties  The directors are responsible for the maintenance and integnty of the corporate and
financial information included on the Company's website Legislation in the UK governing the
preparation and dissemination of financial information may differ from legislation in other junsdictions

Under applicable law the directors are also responsible for preparing a directors’ report that complies
with that law

Responsilility Statement, in accordance with the Transparency Regulations
Each of the directors, whose names and functions are hsted in the directors’ report confirm that, to the
best of each person’s knowledge and behef
- the financial statements, prepared in accordance with IFRSs as adopted by the EU, give a true and
far iew of the assets, habilites and financial position of the Company at 31 December 2010 and
its profit for the year then ended,
- the directors’ report contained in the financial statements includes a fair review of the development
and performance of the business and the position of the Company, together with a descrption of
the principal nsks and uncertainties that its faces

For and on behalf of

F

Jomnt Corporate Services Limited Praxis MGT Limited
Director Director

Date 29|06 J201 oate 9]0 | 2011




KPMG

Chartered Accountants
1 Harbourmaster Place
IFSC

Cubiin 1

Ireland

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF KION MORTGAGE
FINANCE PLC NO.2.

We have audited the financial statements of Kion Mortgage Finance No 2 Ple for the year ended 3!
December 2010 set out on pages 9 to 27 which comprise the statement of comprehensive income,
statement of financial position, statement of changes in equity, statement of cash flows and the related
notes The financial reporting framework that has been applied in their preparation 1s applicable law and
International Financial Reporting Standards (IFRSs) as adopted by the EU.

Ths 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 1n an auditor’s report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
Company and the Company's members, as a body, for our audit work, for this report, or for the opinions
we have formed.

Respective respansibilities of directors and auditor

As explained more fully in the directors' responsibilities statement set out on page 6, 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 audit, and express an opinion on, the financial statements 1 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.

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements is provided on the APB's website at

fwww. fre.org. uk/apb/scope/private cfinl].

QOpinion on financial statements
In our opinion the financial staternents.

* give a true and fair view of the state of the Company's affairs as at 31 December 2010 and of its profit
for the year then ended;

* have been properly prepared in accordance with [FRSs as adopted by the EU, and
» have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the directors’ report for the financial year for which the financial
staternents are prepared is consistent with the financial statements

EPMG an Insh parnnership and § mémber firm of the KPMG nerwork
o pandent bet frrms athhated wath KPMG i
G “KPMG ") # Swnss enuty




Matters on which we are required to report by exception

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

* adequate accounting records have not been kept, or retums adequate for our audit have not been
recerved from branches not visited by us; or

* the financial statements are not in agreement with the accounting records and retumns, or
® certain disclosures of directors' remuneration specified by law are not made; or
* we have not receved all the information and explanations we require for our audit.

\Dlunlfa

John Poole; (Senior Statatory Auditor) 29 June 2010
for and on bebalf of KPMG, Statotory Auditor

Chartered Accountants

| Harbourmaster Place

IFSC
Dublin 1
Iretland




Kion Mortgage Finance No 2 Plc

Statement of comprehensive income
For the year ended 31 December 2010

Year ended Year ended
31-Dec-10 31-Dec-09
Note €

Continuing operations

Interest income 4 17,601,247 24,548,211

Interest expense 5 (9,029,548) (15,025,036)
Net loss on denvative financial instruments (280,607} (885,754)
Impairment of loan portfolio (531,249) -
Other operating income 6 - 25,374
Operating income 7,759,843 8,662,795
Other operating expenses 7 (1,351,428) (1.572,852)
Deferred consideration 8 (6,938,497) (7,061,327)
Prowision for diminution in value of liabiities 531,249

Profit before income tax for the year 1,167 28,616
Income tax expense 9 (327) (8,012)

Profit after income tax for the year attributable to equity

holders 13 840 20,604

The accompanying notes are an mtegral part of these financial statements
The financial statements are approved and authonsed for issue by the Board of Directors on 29 June
2011 and signed on its behalfby

/
L

Joint Corporate Services Limited Praxis MGT bimited
Director Director
Date  2|06] 201! Date 9|06 |20l




Statement of financial position

As at 31 December 2010

Assets

Non-current assets
Mortgage receivables
Set-off recevables

Current assets

Trade and other receivables
Fair value of swap

Cash and cash equwalents

Total assets

Equity

Retained eamings
Share capiial
Total equity

Non-current habilities
Interest-bearing notes
Set-off portfolio kabihty

Total non-current habihties

Current llabihties
Trade and other payables
Loans

Total current habilities
Total liabilities

Total equity and hablities

Kion Mortgage Finance No 2 Plc

31-Dec-10 31-Dec-09

Note € €
10 426,961,674 488,464,236
10 95,471,613 95,569,356
522,433,287 594,033,592

11 1,637,046 1,477,953
18 19,623,587 19,904,194
12 20,237,741 19,752,312
41,498,374 41,134,459
563,931,661 635,168,051

13 (58,423) (57,583)
13 (63,147) (63,147)
(121,570) (120,730)

14 (426,092,445)

(499,109,625)

15 (95,471,613) (95,534,520)
(521,564,058) 594,644,145

16 (36,942,716) (30,102,311)

17 (5,303,317) {10,300,865)

(42,246,033) {40,403.176)
(563,810,091) (635,047,321)

(563,931,661) ___(635,168,051)

The accompanying notes are an integral part of these financial statements
The financial statements are approved and authonised for issue by the Board of Directors on 29 June

2011 and signed on its behalf fy

Joint Corporate Services Limited

Director

pate 2906|201

Company Registration Number 6407403

10

ra
Director
Date

Limited
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Kion Mortgage Finance No 2 Pic

Statement of changes in equity
For the year ended 31 December 2010

Balance as at 1 January 2010
Retained profit for the year

Balance at 3t December 2010

For the year ended 31 December 2009

Balance as at 1 January 2009
Retained profit for the year

Balance at 31 December 2009

Issued Retained
capital profit Total
Note 31-Dec-10 31-Dec-10 31-Dec-10
€ € €
13 (63,147) (57,583) (120,730)
13 - (840) (840)
{63,147) (58,423) {121,570}

Issued Retained
capital profit Total
Note 31-Dec-09 31-Dec09 31-Dec-09
€ € €
13 (63,147) (36,979) (100,126)
13 - {20,604) {20,604)
(63,147} (57,583} {1 20,730}

The accompanying notes are an integral part of these financial statements
The financial statements are approved and authonsed for 1ssue by the Board of Directors on 29 June

2011 and signed on its behalf by

11




Kion Mortgage Finance No 2 Pic

Statement of cash flows
For the year ended 31 December 2010

Cash flows from operating activities
Profit before income tax for the penod
Adjustments for

Net gatn on denvative financial instruments
Mortgage interest recewvable

Set-off interest receivable

Amortisation of transaction costs

Interest expense

Decrease In trade and other receivables
(Increase)/Decrease m trade and other payables
Interest received

Interest paid

Deferred consideration

Corporation tax pard

Net cash from operating activibes

Investing activities:
Mortgage recevables capital received
Net Set-off capital received

Net cash used In Investing activities

Financing activities
(Repayments)/Proceeds on facility loan
Loan notes pnncipal repayments
Capitahised transachion costs

Net cash from n financing activities
Net increase in cash and cash equivalent
Cash and cash equivalents at beginning of penod

Cash and cash equivalents at end of penod
Movement in cash in the penod

Note

0~ b A

—
-

10

17
14
14

12

Year ended Year ended
31-Dec-10 31-Dec-09
€ €
1,167 28,616
280,607 885,755
(14,752,560) (21,717,141)
(2,683,850) {2,553,414)
139,680 165,055
9,029,548 15,025,036
1 201,941
28,159 {(254,792)
15,253,777 21,185,697
(6,471,420) (12,194,725}
6,938,497 7,061,327
(8,661) (12,717)
7,754,944 7,820,638
74,044,050 61,229,752
{617,670) 252,114
70,426,380 61,481,866
(4,997,548) {5,324,136)
(72,672,973) (63,609,573)
{25,375) -
(77,695,896) (68,933,709)
485,429 368,795
19,752,312 19,383,517
20,237,741 19,752,312
485,429 368,795

The accompanying notes are an integral part of these financial statements
The financial statements are approved and authonsed for Issue by the Board of Directors on 29 June

2011 and signed on its behalf by

12




Kion Mortgage Finance No2 Pic

Notes to the financial statements
For the year ended 31 December 2010

1 GENERAL INFORMATION

The Company 1s a company incorporated in the United Kingdom under the Companies Act 2006 and
domiciled in England The address of the registered office 1s given on page 2

2 ADOPTION OF NEW AND REVISED ACCOUNTING STANDARDS
At the date of authorisation of these financial statements, the following standards and interpretations were

issued which have not been applied in these financial statements and were not yet effective (as at 1
January 2010}

- Revised |AS 24 (revised) Related party disclosures

-IFRS 9 Financial instruments

- Amendments to IFRIC 14 Prepayments of a mimnimum funding requirement
- IFRIC 18 Extinguishing financial habiites

- Amendments to IAS 32 Financial instruments Presentation

The directors consider that adoption of the above amendments would not have a matenal impact on the
Company's reported resuit

3 SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance

The Company’s financial statements have been prepared in accordance with International Financial
Reporting Standards {IFRS) adopted by EU and apply to the financiat statements of the Company for the
year ended 31 December 2010

The accounting policies set out below have been applied in respect of the financial year ended 31
December 2010

Basis of preparation
The financial statements have been prepared under the histonical cost convention As explained in the

directors’ report, the directors consider it appropnate for the financial statements to be prepared on a going
concern basis

Certain prior year comparative figures have been reclassified to conform to current year presentation

As set out in note 18, the Greek economy is facing huge challenges where the impact on the Company will
not be known for a penod of time

Imparment 1s calculated using the Millenmum Bank imparrment model which 1s certfied by Bank of
Greece The calculations depend on probability of default (PD) and loss given default (LGD) for collective
and parametric assessment The portfolio of the Company as at 31 December 2010 has not been impacted
significantly by the economic downturn, as the debt cnsis mainly reflects the challenges in the state
department, rather than the private sector The impact of the stability program to be mmplemented dunng
2011 on the portfolio of the Company 1s currently uncertain

Functional and presentation currency
The financial statements are presented in Euro, which 1s functional currency of the Company

13




Kion Mortgage Finance No2 Plc

Notes to the financial statements
For the year ended 31 December 2010

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Cnrtical accounting judgements and key sources of estimation and uncertainty

The preparation of financial statements in conformity with IFRSs requres management to make
udgements, estimates and assumptions that affect the application of policies and reported amounts of
assets and habilities, income and expenses The estimates and associated assumptions are based on
historical experience and vanous other factors that are believed to be reascnable under the circumstances,
the results of which form the basis of making judgements on carrying values of assets and habilities that
are not readily apparent from other sources Actual results may differ from these estimates used Iin the
financial statements

The estimates and underlying assumptions are reviewed on an ongoing basis Rewisions to accounting
estmates are recogrused in the peniod in which the estimate 1s revised if the revision affects only that
period, or in the penod of the revision and future penods if the revision affects both the current and future
pertods

Information about significant areas, estmation uncertanty and cntical judgement 1n applying account
policies that have the most significant effect on the finanoial statements as descnbed in note 10 and 18

Financial instruments

The Company's financial instruments compnse of mortgage recewvables, set-off recevables, cash and
cash equivalents, denvatives, interest-bearing borrowings and varnous receivables and payables that anse
directly from its operations These financial instruments are classified in accordance with the principles of
IAS 39 Financial Instruments Recognition and Measurement

Mortgage receivables and set-off receivables

Receivables are mitsally measured at fair value on transaction date and then accounted for on an amortised
cost basis

Appropriate allowances for estimated urecoverable amounts are recognised in the statement of
comprehensive income when there 1s objechve ewdence that the asset s impawred The allowance 1s
measured as the difference between the assetl’s carrying amount and the present value of estimated future
cash flows discounted at the effective interest rate computed at imbal recogmtion

Mortgage recervables compnise of the current value of mortgages held within the Company Under the
terms of the mortgage sale agreement, the Bank has agreed to bear the loss ansing as a result of any
mortgagee failing to meet theirr obhigations under the mortgages To support this cbligation, under the terms
of the agreement Millennium Bank S A ("the Bank") transferred to the Company mortgages with a value of
€95,599,995 which are included (net of subsequent repayments) in these financial statements under
mortgage loans as sel off receivables and as habilities due to the Bank To the extent that they are not
required to meet any obligations under the agreement, repayments of set off receivables by the mortgages
are repaid to the Bank

Impairment

Financial assets that are stated at amortised cost are reviewed at each statement of financial position date
to determine whether there is objective evidence of imparment If any such indication exists, an
impairment loss 1s recognised in the statement of comprehensive income as the difference between the
asset's carrying amount and the present value of estimated future cash flows discounted at the finanoal
asset's onginal effective interest rate

If In a subsequent penod the amount of impairment loss recognised on a financial asset carned at
amortised cost decreases and the decrease can be linked objectively to an event occurring after the write
down, the provision I1s reversed through the statement of comprehensive income

Deferred consideration

Under the terms of the mortgage sales agreement, deferred consideration 1s payable to the extent of any
excess revenue retained by the Company following repayment of all cutstanding abilites The payments
of deferred consideration are strictly governed by the pnonty of payments which set out how cash can be
utilsed Deferred consideration 1s charged to the statement of comprehensive income as incurred

14




Kion Mortgage Finance No2 Plc

Notes to the financial statements
For the year ended 31 December 2010

3 SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and cash equivalents
Cash and cash equivalents in the statement of financial position compnse cash at bank

Derivative financial instruments and hedging activities

The Company uses denvative financial instruments to hedge s exposure to interest rate nisk ansing from
operational, financing and investment activities The Company does not hold or 1ssue denvative financial
instruments for trading purposes

The Company has recognised all denvative financial instruments at far value upon inhal recognition
Subsequent to initial recognitton, any changes in fair vaiue of the derivatives held are recogmsed Iin the
statement of comprehensive income However, where denvatives qualify for hedge accounting, recognition
of any resultant gain or loss depends on the nature of the item being hedged Changes in the farr value of
denvative financial instruments that do not qualify for hedge accounting are recognised in the statement of
comprehensive income as they anse

The farr value of an interest rate swap Is the estmated amount that the Company would receive or pay to
ferminate the swap at the year end date, taking into account current interest rates and the current
creditworthiness of the swap counterparties The determination of fair value of financial assets and
financial habilities 1s determined by using pnces obtained from counterparties

Interest-bearing notes

Interest-beanng notes are recognised initially at fair value less attnbutable transaction costs Subsequent to
inhial recogrution, interest-bearing notes are stated at amortised cost with any difference between cost and
redemption value being recogmised in the statement of comprehensive income over the period of the
borrowings on an effective interest rate basis

Transaction costs
Transaction costs directly attnibutable io 1ssue of the notes are capitalised Such borowing costs are

amortised over the expected useful economic Iife using the effective interest rate method and charged to
the statement of comprehensive income

Interest income and expense

Interest mcome and expense are recognised In the statement of comprehensive income using the effective
interest method The effective interest rate 1s the rate that exactly discounts the estimated future cash
payments and receipts through the expected hife of the financial asset or liability (or, where appropriate, a
shorter period) to the carrying amount of the financial asset or labiity When calculating the effective
interest rate, the Company estimate future cash flows considering all contractual terms of the financial
nstrument but not future credit losses

The calculation of the effective interest rate includes all fees and points paid or received that are an integral
part of the effective interest rate Transaction costs include incremental costs that are directly attributable
ta the acquisition or issue of a financial asset or lability

Income tax expense

Income tax in the statement of comprehensive income for the period compnses current tax Income tax 1s
recogmsed in the statement of comprehensive income except to the extent that it relates to dems
recogmised directly in equity, tn which case it i1s recognsed in equity

Deferred income tax 1s recognised on all temporary differences ansing between the tax bases of assets
and habiliies and their carrying amounts 1n the financial statements, with the following exceptions
- where the temporary difference anses from the rutial recogrstion of goodwill or of an asset or hability in
a transaction that i1s not a business combination that at the time of the transaction affects neither the
accountng nor taxable profit or loss, and
- deferred income tax assets are recognised only to the extent that it 1s probable that taxable profit will be
avallable against which the deductible temporary differences, carned forward tax credits or tax losers
can be utilised

15




Kion Mortgage Finance No2 Plc

Notes to the financial statements
For the year ended 31 December 2010

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Income tax expense (continued)

Deferred income tax assets and liabihties are measured on an undiscounted bhasis at the tax rates that are
expecled 1o apply when the related asset 1s realised or habiity 15 settled based on tax rales and laws
enacted or substantively enacted at the year end date

The Company s taxed under a special tax regme for secuntisation compames Subject to certain
qualifying condittons being met the Company 1s taxed on iis retained profits under the ferms of iis
securitisation documentation

Foreign cu