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SECURED ASSET FUNDING EUROPE B.V.
(Amsterdam)

Managing Director's Report

The management herewith submits the Finsncial Statements of Secured Asset Funding Furope B.V. (the
Company) for the period from January 1, 2006 until December 31, 2006. The information disclosed in the
statements should be read in conjunction with the full text and definjtions of the programme memorandum and
pricing supplements regarding the Notes issued by the Company.

Transactions

On April 3, 2003 the Company issued DKX 536,790,000 Secured Fixed Rate Credit-Linked Notes due 2008. The
Notes are secured, limited recourse obligations. The proceeds of the issue were applied in acquiring DKK
536,785,000 Dexia Mumicipal due 2008 to securs the Notes and a cash amount of DKK 5,000 (together
Collateral Agsets). Payments in respect of the Notes are made solely from the assets securing the Notes.

On December 31, 2006 the Aggregate Ouigtanding Principal of the Notes amounted to DKK 531,440,000.

The Notes of the Company are listed on the Irish Stock Exchange. The Notes were rated on issue AAA by Fitch
Ratings Ltd,

On April 3, 2003 the Company issued DKX 716,360,000 Secured Step-Down Coupon Credit- Linked Notes due
2008. The Notes are se¢ured, limited recourse obligations. The proceeds of the issue were applied in acquiring
DKK. 716,357,000 Dexia Municipal due 2008 to secure the Notes and a cash amount of DKK 3,000 (together
Coliateral Agsets). Payments in respect of the Notes are made solely from the assets securing the Notes.

On December 31, 2006 the Aggrogate Outstanding Principal of the Notes amounted to DKK 663,070,000.

The Notes of the Company are listed on the Irish Stock Exchange. The Notes were rated on issue AAA by Fitch
Ratings Ltd.

On April 14, 2003 the Company issued NOK 92,470,000 Secured Fixed Rate Credit-Linksd Notes dus 2008. The
Notes are secured, limited recourse obligations. The proceeds of the issue were applied in acquiring NOK
92,470,000 Magnolia Finance [ (Coliateral Asset). Payments in respect of the Notes are made solely from the
assetg securing the Notes.

The Notes of the Company are listed on the Irish Stock Exchange. The Notes were rated on issus AAA by Fitch
Ratings Ltd,

On July 30, 2003 the Company issued NOK. 98,020,000 Secured Fixed Rate Credit-Linked Notes due 2008. The
Notes are secured, limited recourse obligations. The procesds of the issue wete applied in acquiring NOK
98,020,000 Magnolia Finance I (Collateral Asset). Payments in respect of the Notes are made solely from the
asscts secuting the Notes.

The Notes of the Company are listed on the Irish Stock Exchange. The Notes were rated on issue AAA by Fitch
Ratings Ltd. :

On October 8, 2003 the Company issued EUR 112,077,000 Secured Fixed Rate Credit-Linked Notes due 2008,
The Notes are gecured, limited recourse obligations. The proceeds of the issue were applied in acquiring EUR
112,077,000 Branford II Funding B.V. Secured Credit-Linked Notes due 2008 to secure the Notes (Collateral
Asset). Payments in respect of the Notes are made solely from the assets securing the Notes.

On September 27, 2004 the Aggregate Outstanding Principel Amount of the Notes was reduced as partial
repayment of Branford II, amounting to EUR 111,867,000.

On Jun 30, 2006 the Aggregate Ontstanding Principal Amount of the Notes was reduced as partial repayment of
Branford I, amounting EUR 93,738,000,

On December 31, 2006 the Aggregate Outstanding Principal Amount of the Notes was reduced as partial
repayment of Branford II, amounting EUR 37,366,000.
TheNoteoﬁd‘ofﬂ:eCompmyarelismdonﬂmIrishSnockachmge.TheNotesweremtcdonissueAAAbyFitch
Ratings L

On February 10, 2004 the Company issued NOK 92,120,000 Secured Fixed Rate Credit-Linked Notes due 2009.
The Notes are secured, limited recourse obligations.The proceeds of the issue were applied in ecquiring NOK
92,120,000 Magnolia Finance I { Collatsral Asset). Peyments in respect of the Notes are made solely form the
assets securing the Notes.
The Notes of the Company are listed on the Irish Stock Exchange. The Notes were rated on issue AAA by Fitch
Ratings Ltd.

SRNER\CNC
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SECURED ASSET FUNDING EUROPE B.V.
(Amsterdam)

On April 30, 2004 the Company issued NOK 88,505,000 Secured Fixed Rate Credit-Linked Notes due 2009, The
Notes are secured, limited recourse obligations. The proceeds of the issue were deposited in the Company's
Norwegian Account at Bank of New York {together Collateral Assets). Payments in respect of the Notes are
made solely from the assets securing the Notes.

The Notes of the Company are listed on the Irish Stock Bxchange. The Notes were rated on issue AAA by
Standard & Poor's Rating Services.

On September 30, 2004 the Company issued NOK. 91,437,500 Secured Fixed Rate Credit-Linked Notes due
2009. The Notes are secured, limited recourse obligations. The proceeds of the issue were deposited in the
Company's Norwegian Account st Bank of New York (Collateral Asseis). Payments in respect of the Notes are
made solely from the assets securing the Notes.

The Notes of the Company are listed on the Irish Stock Exchange. The Notes were rated on issue AAA by
Standard & Poor's Rating Services.

Kgy activities
Financial income is determined by the intetest on the charged assets and deposits, defaults in reference
portfolios, results on sales of assets and swap interest paid or received.

Financial instruments and derivatives
The Company uses various derivatives to hedge interest rate risk and currency rate risk.

Main Risk
The main risks of the Company and the way these risks are managed are set out below.

Foreign Exchange Risk
Investments in non-EUR denominaied charged assets are restricted as set cut in the transaction documentation.
The Company might enter into cross-currency swaps to minimise or eliminate currency exposure.

Credit Risk

There can be no assurance that the charged assets and/or other instruments in which the Company invests will
not be subject to credit difficulties, leading to the loss of some or all the sums invested in such security. The
Company may also be exposed to a credit risk on parties with whom it trades and mey also bear the risk of
settlement default,

Counterparty Risk -
Some of the assets or derivatives will expose the Company to risk of counterparty default. Credit ratings are used
to assess/minimise this risk.

Interest Rate Risk

The Company will be requited from time to time to enter into interest ratc hedge transactions, which may be
interest cap and/or swap transactions in order to hedge its interest rate exposure under the charged nssets and the
Notes.

Limited Recourse

The Notes are limited recourse obligations of the Company and are payable solely out of amounts received by or
on behslf of the Company in respect of the collateral. Payments on the Notes, both prior to and following the
enforcement of the security over the collateral are subordinated to the prior payment of certain fees and expenses
of the Company.

The net proceeds of the realigation of the security over the collateral following an event of default may be
insufficient to pay all amounts due to the Noteholders. In this event, the Company will not be obliged to make
any further payments to the Note holders and all ¢claims against the Company will be extinguished.

Result
During the period under review, the Company recorded a profit of EUR NIL - (2005; EUR NIL -), which is set
out in detail in the attached Statement of Income and Expenses.

SRINER\CNC
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SECURED ASSET FUNDING EUROPE B.V.
(Amsterdam)

Swbseguent events

Significant weaknesses have been revealed in the financial markets by the recent financial turbulence due to the
uncertainty following the 2007 mid-year emergence of the sub-prime debt in the U.S. The recent events have also
created a "crisis of confidence” in the ratings of structured products produced by the credit rating agencies.

The Company is itself not directly affected since the Company is & cash flow based transaction and not a market
value transaction. It can be characterised 28 a "buy and hold” investor and is not forced to sell into a declining
market and thereby "realizing™ capital losses.

At pregent we have not experienced any defimlts nor have we identified impairment triggers as of yet on any of
our credits in the portfolio.

In 2008 the Notes up to the amount of EUR 221,202,907 have been repaid at par in accordance with the
scheduled maturity date. The remainder of the outstanding Notes will mature in 2009.

Fature developments

The directors of the Company cannot make any statement on future sentiments in the financial markets due to the
"crisis of confidence” and cannot make any statement of the impact of these sentiments on the valuation of the
asgets of the Company, although the assets of the Company are not directly affected by the "crigis of confidence”.
However, based on the current insight in the markets, no substantial changes in the strategy of investments and
financing of the Company are foreseen.

Amsterdam, November 19, 2008

TMF Management B.V.

SRINERYCNC
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{Expressed in Euro)
SECURED ASSET FUNDING EUROPE B.Y.
(Amsterdam).
BALANCE SHEET
December 31, 2006
{before appropriation of the result)
ASSETS
12/31/06 12/31/05
FIXED ASSETS:
Financial fixed assets: 4}
Portfolio of collateral assets (2) 253,707,825 310,461,281
253,707,825 310,461,281
CURRENT ASSETS:
Other receivables 20,013 19,007
Interest receivable 2,510,542 911,355
Cash at bank 3) 6,848,194 6,923,339
9,378,749 7,853,701
263,086,574 318,314,982
SHAREHOLDER'S EQUITY AND LIABILITIES
SHAREHOLDERS' EQUITY: @)
Issued share capital 20,000 20,000
Retained eamnings 399 399
20,399 20,399
LONG TERM LIABILITIES:
Notes payable {5) 253,708,898 310,462,359
Deferred income {8) 5,426,600 5,406,755
259,135,498 315,869,114
CURRENT LIABILITIES:
Interest payable 3,924,497 2,425.469
Other payables 6,180 - -
3,930,677 2,425,469

263,086,574 318,314,982

Amsterdam, November 19, 2008 ) SRINER\CNC




SECURED ASSET FUNDING EUROPE B.V.

STATEMENT OF INCOME AND EXPENSES

FINANCIAL INCOME AND
EXPENSES:

Interest income

Interest expenses

Currency exchange result - net

Interest income and expenses
OPERATIONAL INCOME AND
EXPENSES:

Net result

Angterdam, November 19, 2008

(Amsterdam)

for the year ended December 31, 2006

™
3

9,709,211
(9,728,477)

19,266

01/01/86 -
12/31/06

Page 7

{Expressed in Buro)

14,551,485
(14,551,485)

41/01/05 -
12/31/05

-
——————
e ————
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{Bxpressed in Buro}
SECURED ASSET FUNDING EUROPE B.V.
(Amsterdam)
CASH FLOW STATEMENT
for the year ended December 31, 2006
01/61/06 - 01/01/05 -
12/31/06 12/31/05
CASH FLOW FROM OPERATIONAL ACTIVITIES
Changes/modifications for:
Movements in working capital:
Current assets (1,600,193) (712,676)
Current liabilities (exclusive of bank
overdrafis) 1,505,208 58,268 .
‘ {94,985) (654,408)
Cash flow from cperuting activitics ' (94,985) (654,408)
Income from result of financial income _
and expenses (9,728,477) (14,551,485)
Income from fixed asset receivables
and from securities 9,709,212 __ 14,551,485
(19,266) -
Total cash provided by operating activities (114,251) (654,408)
CASH FLOW FROM INVESTMENT ACTIVITIES
Decrease of financial fixed assets 56,753,456 25,603,789
Totsl cash used in investing activities ] TBAS 25,603,789
CASH FLOW FROM FUNDING ACTIVITIES
Decrease of long term liabilities (36,733,616 !31,580,780)
Totat cash provided by / used in financing
sotivifies cersfle (31.55,750)
Net cash flow . (94411) {6,631,399)
Exchange rate differences and
translation differences on funds ' 19,266 -
75,143) 6,631,399
Decrease in cash funds ( _.....(__)
The movement of funds is aa follows:
Balance as at 1 January 6,923,339 13,600,065
Movement for the yeur (75,145) (6,676,726)
Balance as at 31 December 6,848,194 6,923,339

Amsterdam, November 19, 2008 ' SRMERVCNC
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SECURED ASSET FUNDING EUROPE B.V.
(Amsterdam)

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2006

General

The Coinpany was incorporated on February 18, 2003 and is wholly owned by Stichting Secured Asset Funding
Europe.

The Company has its registered office at Parnassustoren, Locatellikade 1, 1076 AZ Amsterdam, The
Netherlands.

The authorized share capital of the Company consists of 20 shares with a par value of EUR 1,000 each
(EUR 20,000). At December 31, 2006 all shares were issued and fully paid.

The information disclosed under the notes to the financial statements is partly derived from and should be read in
conjunction with full text and definitions of the programme memorandum and the pricing supplements regarding
the Notes issued. Any decision to by, seil or hold Notes issued by the Company should not be based solely on
the information in these financial statements (including the notes thereto). Investors should also refer to the
programme memorendum and the pricing supplements which, smongst other, gives & more thorough and detailed
description of the risks involved with investing in the Notes issned by the Company. .

Aewnﬂ-_gpoliduln respect of the valuation of assets and liabilities

General

The financial statements were prepared in accordance with the statutory provisions of Part 9, Book 2, of the
Dutch Civi] Code and the firm pronouncements in the Guidelines for Anmual Reporting in the Netheriands as
issued by the Dutch Accounting Stendards Board. The financial statements are prepared in EUR. Assets and
liabilities are stated at their historical cost, unless indicated otherwise,

Forelgn currencies

Assets and liabilities, denominated in foreign cuurencies are translated into the reporting currency at exchange
ratos prevailing at the Balance Sheet date. Anymsulunsexchangediﬁeunoosmracordedmthesmwmmtof
Income and Expenses.

Revenues and expenses in the year under review, which are denominated in fomgncumncnes,mmlatedmto
the reporting currency at exchange rates in effect on the transaction date.

Exceptions to the above mentioned rule are made when the Company enters into 8 Cross-Cutrency Asset Swap
Transaction (or any similar transaction). In thie case all amounts are translated into Buro as described in the
swap-transaction documents.

Comparison with prior year

The principles of valuation and determination of result remein unchanged compared to the prior year. However,
the financia] statement for the year 2005 are unaudited. The amounts inciuded for comparative purposes in the
profit and loss account have therefore not been audited.

Amsterdam, November 19, 2008 ' SRINER\CNC
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SECURED ASSET FUNDING EUROPE B.V.
(Amsterdam)

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2006

Financial fixed assets

Charged assets

Charged assets are valued using the amortised cost method. Under this method, the Company's portfolio is
valued at its acquisition cost as adjusted for the amortisation of premium paid or the accretion of discounts
received, rather than the cutrent market value. The premium and discounts are amortized on a straight-line basis
over the life of the charged asset and recognised in the statement of income and expenses.

On the balance sheet date, the Company tests whether there are any indications of an asset which could be
subject to impaitment. If there are such indications, the recoverable amount of the asset concemed is estimated.
An asset is subject to impairment if its book value is higher than its recoverable value. Impairment is recognised
as an expense in the profit and loss account,

Deposits

Deposits are valued at nominal value.

Derivatives

Financial instruments recognised in the balance shect are valued at cost, which is the consideration paid or
received.

Initially, derivatives such as cross currency swaps and interest rate swaps are neither recognised in the balance
sheet nor valued. The financial effects of such instruments are recognised at expiry date of the contract, or at
realisation of the hedged position.

The main risks relating to financial instruments, such as derivatives, msetoutbelow The portfolio of collateral
agsets and the Notes are described in note 1,2 and 5.

Foreign Exchange Risks

Investments in non-EUR denominated CDOs are restricted as set out in the transaction documentation. The
Company might enter into cross-cutrency swapa to minimise or eliminate currency exposure.

Credit Risk

There can be no assurance that the charged assets and/or other instruments in which the Company invests will
not be subject to credit difficulties, leading to the loss of some or all the sums invested in such security. The
Company may also be exposed to a credit risk on parties with whom it trades and may also bear the risk of
settlement default.

Counterparty Risk
Some of the assets or derivatives will expose the Company to risk of counterparty default. Credit ratings are used
to assesr/minimise this tisk.

Inierest Rate Risk

The Company will be required from time to time to enter into interest rate hedge trensactions, which may be
interest cap and/or swap transactions in order to hedge its interest rate exposure under the portfolio of collateral
ausets and the Notes.

Current assets
Debtors are stated at face value net of provisions for doubtful debts, where necessary.

Long term liabilities

Long term liabilities are valued at cost, being the amount received teking into account premium or discount, less
transaction cost. The difference between the book value detennined and the ultimate redemption value, including
the interest payable are determined by recogunising the effective tnterest in the profit and lozs account during the
term of the liabilities.

Discounts on Notes are amortized on a straight line basis over the term of the Notes.

Amsterdam, November 19, 2008 ' SRIER\CNC
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(Expressed in Buro)

SECURED ASSET FUNDING EUROPE B.V.
(Amsterdam)

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2006

Current llabilitles
Creditors are statad at face value.

Accounting policies in respect of result determination

Result
Profits on transactions arc recognized in the year they relate to. Losses are recoguized when foreseen.

Adnsinistrative expenses
Expenses are based on the historical cost convention and atiributed to the financigl year to which they pertain.

Ovher income
Other income represents the amounts invoiced or to be invoiced to third parties in respect of services rendered in
the financial year net of discounts and turnover taxes.

Total financial income and expenses

Income arising on the underlying portfolio of deposits and charged assets, together with bank interest and/or
swap interest is recognized on an accrual besis. All income and expenditures from the deposits and the portfolio
of collateral assets, swaps, notes issusd and other borrowing and/or lending that have the character of interest
payments are recognized ag interest income or interest sxpense respectively.

Interest income and sxpenses are time apportioned, taking into account the effective interest rate for the relating
assets and liabilities. The treatment of interest expenses for loans received takes account of any trangaction costs.

Taxation

Taxation is celculated on the reported pre-tax result, at the prevailing tax rates, taking account of any losses
cartied forward from previous financial years and tax-exempt items and non-deductible expenses and using tax
facilities.

Corporate income tax

A, tax ruling hes been agreed with the Dutch tax anthorities. This ruling mentions the minimum pre-tax result for
& number of years, The pre-tax result for this year is calculated in line with this mling, which has been reported
upfront in the first financial year and paid to the tax authorities.

VAT
The Company is not considered to be an entreprensur for VAT purposes.

Principles of the cash flow summary

The Cash flow statement is prepered in accordance with the indirect method. The liquiditics in the cash flow
statements compsise of cash at banks and in hand and bank overdrafts. Cash flows in foreign currencies are
transleted at estimated average mates. Currency differences, receipts and payments, in connection with interest
and faxation on profits, are taken up under cash flow from operational activities.

Amsterdam, Noverber 19, 2008 ' SRIMERWCNC
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(Expressed in Euro)
SECURED ASSET FUNDING EUROPE B.V.
{(Amsterdam)
NOTES TO THE FINANCIAL STATEMENTS
December 31, 2006
Financial fixed assets
The movements in financial fixed assets are comprised as follows:
Portfolio of
collateral
assets
Balance as at January 1, 2006 310,461,281
Disposals (56,753,456)
Balance as at December 31, 2006 253,707,825
The disposals of EUR 56,372,000 is the scheduled partiai repayment of Branford 1.
Portfolio of collateral assets
The portfolio of collateral assets is comprised as follows:
12/31/06 12/31/05
Dexia Municipal 160,206,813 160,775,683
Branford 11 Funding B.V. 37,366,000 93,738,000
Magnolia { XS019276031-1) 34,297,330 55,947,598
Magnolia ( X$019268870-2, XS5020160543-2) 21,837,682 -
253,707,825 310,461,281

Under the Credit Swaps, the Company will be obliged to deliver collateral assets to the swap counterparty if &
credit event with respect to the reference portfolio or other event as described in the swap agreement occurs. The
aggregate outstanding principal amount of the Notes shall be reduced with the same amount The Company
agreed fo pay any non-principal payment paid on the collateral assets and the fixed coupon pool deposit to the
swap counterparty.

During the period under review no credit events ocoured.

As per December 31, 2006, the aggregate market value of the collateral assets in respect is estimeted as
follwows:

Magnolia Finance I, NOK ( ISIN: XS0192688702) 90.07%

Dexia Municipal, DKK ( ISIN: FR0000473605) 99.98%

Branford II Funding B.V., EUR ( ISIN: XS0178421029) 101.73%

Within reasonable time and cost limits, it is not possible to estimate the fair value of the assets Magnolia Finance

(ISIN: XS50192760311) and Magnolia Finance ( ISIN: XS0201605432). However in 2008 these assets are
converted into cash at 100% of the value of the credit linked notes.

Amsterdam, November 19, 2008 ’ SRINER\CNC
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SECURED ASSET FUNDING EUROPE B.V.

(Amsterdam)

NOTES TO THE FINANCIAL STATEMENTS

December 31, 2006

Cash af bank
The Cash at Bank is comprised as follows:

Fixed Coupon Deposits Poal { HSBC, BONY)
F. van Lanschot Bankiers

Page 13

(Bxpresged in Furo)
12/31/06 12/31/05
6,841,628 6,921,947
6,566 1,392
6,848,194 6,923,339

The Fixed Coupon Deposits Pool is credit linked with the Notes and is not freely disposable to the Company

other than to pay interest on the Notes.
The carrying value of the Deposits Poo! aproximates its fair velue.

Shareholders' equity

The movements in the Shareholder's Equity are comprised as follows:

Issued share Retained Result for the Totat
capital earmings period
Balance ak at January 1, 2005 20,000 {89,274) 89,673 20,399
Allocation of result - 89,673 (89,673) -
Result for the period - - - -
Balance as at December 31, 2005 20,000 399 - 20,399
Result for the period - - - -
20,399

Balance as at December 31, 2006 20,000

399 -

The authorized share capital of the Company consist of 20 shares with a par value of BUR 1,000 each (EUR

20,000). At December 31, 2006 all shares were issued and fuily paid.

Amsterdam, November 19, 2008

SRINER\CNC
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(Expressed in Buro)
SECURED ASSET FUNDING EUROPE B.V.
(Amsterdam)
NOTES TO THE FINANCIAL STATEMENTS
December 31, 2006
(5) Notes paynble

The Notes payable are comprised as follows:

12/31/06 12/31/05
X30174988195 EUR Fixed Rate 37,366,000 93,738,000
X50162925597 DKK Fixed Rate 71,276,824 71,527,469
XS0162948292 DKK Step-Down Coupon 88,931,062 £9,249,291
X50163249575 NOK Fixed Rate 11,222,087 11,779,618
XS80170336548 NOK Fixed Rate 11,895,631 11,929,654
X50185070215 NOK Fixed Rate 11,179,612 10,533,779
X50189103574 NOK Fixed Rate . 10,740,898 10,753,949
X80197106023 NOK Fixed Rate 11,096,784 10,950,559

253,708,898 310,462,359

On April 3, 2003 the Company issued DKK 536,790,000 Secured Fixed Rate Credit-Linked Notes due 2008. The
Notes are secured, limited recourse obligations.The proceeds of the issue were applied in acquiring DKK
536,785,000 Dexia Municipal due 2008 to secure the Notes and a cash amount of DKK 5,000 (together
Collateral Assets). Payments in respect of the Notes are made solely from the assets securing the Notes. At the
same date the Company entered into a Credit Protection Swap transaction with Credit Suisse First Boston
Intemnational (the Swap Counterparty).

On April 3, 2003 the Company issued DKK 716,360,000 Secured Step-Down Coupon Credit- Linked Notes due
2008. The Notes are secured, limited recourse obligations.The proceeds of the issue were applied in acquiring
DKX 716,357,000 Dexia Municipal due 2008 to secure the Notes and a cash amiount of DKK 3,000 (together
Collateral Assets). Payments in respect of the Notes are made solely from the assets securing the Notes. At the
same date the Company entered into a Credit Protection Swap transaction with Credit Suisse First Boston
International {the Swap Counterparty).

On April 14, 2003 the Company issued NOK 92,470,000 Secured Fixed Rate Credit-Linked Notes due 2008. The
Notes are secured, limited recourse obligations. The proceeds of the issue were applied in acquiring NOK
92,470,000 Magnolia Finance I (Collateral Assets). Payments in respect of the Notes are made solély from the
assets securing the Notes, At the same date the Company entered into a Credit Protection Swap tramsaction with
Credit Suisse First Boston Intemational (the Swap Counterparty).

On July 30, 2003 the Company issued NOK 98,020,000 Secured Fixed Rate Credit-Linked Notes due 2008. The
Notes are secured, limited recourse obligations. The proceeds of the issue were were applied in acquiring NOK
08,020,000 Magnolia Finance I (Collateral Assets). Payments in respect of the Notes are made solely from the
assets securing the Notes, At the same date the Company entered into a Credit Protection Swap transaction with
Credit Suisse First Boston International (the Swap Counterparty).

On October 8, 2003 the Company issued EUR 112,077,000 Secured Fixed Rate Credit-Linked Notes due 2008,
The Notes are secured, limited recourse obligations. The proceeds of the issue were epplied in acquiring BUR
112,077,000 Branford II Funding B.V. Secured Credit-Linked Notes due 2008 to secure the Notes (Collateral
Assets), Payments in respect of the Notes are made solely from the assets securing the Notes. At the same date
the Company entered into a Credit Protection Swap tramsaction with Credit Suisse First Boston Internationzl (the
Swap Counterparty).

On February 10, 2004 the Company issued NOK 92,120,000 Secured Fixed Rate Credit-Linked Notes due 2009,
The Notes are secured, limited recourse obligations. The proceeds of the issue were were applied in acquiring
NOK 92,120,000 Magnolia Finance 1 (Collateral Assets). Payments in respect of the Notes are made solely from
the assets securing the Notes. At the same date the Company entered into 4 Credit Protection Swap transaction
with Credit Suisse Fitst Boston International (the Swap Counterparty).

On April 30, 2004 the Company issued NOK 88,505,000 Secured Fixed Rate Credit-Linked Notes due 2009. The
Amsterdam, November 19, 2008 ' SRNERCNC
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(Expressed in Buro)

SECURED ASSET FUNDING EUROPE B.V.
{Amsterdam)

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2006

Notes are secured, limited recourse obligations. The proceeds of the issue were deposited in the Company's
Norwegian Account at Bank of New Yotk (Collatersl Assets). Payments in respect of the Notes are made solely
from the assets securing the Notes. At the same date the Company entered into a Credit Protection Swap
transaction with Credit Suisse First Boston Intemational (the Swap Counterpatty).

On September 30, 2004 the Company issued NOK 91,437,500 Secured Fixed Rate Credit-Linked Notes due
2009, The Notes are secured, limited recourse obligations. The proceeds of the issue were deposited in the
Company's Norwegian Account at Bank of New York (Collateral Assets). Payments in respect of the Notes are
made solely from the assets securing the Notes. At the same date the Company entered into 8 Credit Protection
Swap trangaction with Credit Suisse First Boston International (the Swap Counterparty),

Interest on the Notes is payable as follows:

X50174988195 EUR. Fixed Rate 0.20% p.a.
X50162925597 DKK Fixed Rate 2.65%pa.
X80162948292 DKK Step-Down Coupon 2.65% p.a. first year; 1.15% p.a.further ycars
X50163249575 NOK Fixed Rate 0.22%pa.
X$0170336548 NOK Fixed Rate 028%pa.
XS0185070215 NOK Fixed Rate 031%pa.
XS0189103574 NOK Fixed Rate 0.30% p.a.
X50197106023 NOK Fixed Rate 0.36%p.a.

Under the Credit Swaps, the Company will be obliged to deliver Collateral Aasets to the Swap Counterparty if a
Credit Event with respect to the Reference Portfolio or other event as described in the swap agreement occurs,
The sggregate outstanding principal amount of the Notes shall be reduced with the same amount.

Under the Credit Swaps, the Swap Counterparty paid an Fixed Coupon Amount to the Company, which is
deposited by the Company to cover inlerest payments on the Notes. The Company agreed to pay any non-
principal payment peid on the Collateral Assets and the Fixed Coupon Pool Deposit to the Swap Countesparty.

Deferred income

12/31/06 12/31/05
Deferred income related to swaps . 5,426,600 5,406,755

Under the Credit Protection Swaps, the Swap Counterparty paid an Fixed Coupon Amount to the Company,
which is deposited (refer to note 3) by the Company to cover future interest payments on the Notes.

Amsterdam, November 19, 2008 ) SRIMER\CNC
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(Expressed in Euro)
SECURED ASSET FUNDING EUROPE B.V.
(Amsterdam)
NOTES TO THE FINANCIAL STATEMENTS
December 31, 2606
Off-balance sheet commitments
Credit default swaps

Ag per date of this report, the Company has entered into B Credit Protection Swaps with Credit Suisse First
Boston International. Under the Credit Swaps, the Company will be obliged to deliver Collateral Assets to the
Swap Counterparty if a Credit Event with respect to the Reference Portfolio or other event as described in the
swap agreement occurs. The aggregate outstanding principal amount of the Notes shall be reduced with the same
amount,

Under the Credit Swaps, the Swap Counterparty paid an Fixed Coupon Amount to the Company, which is
deposited by the Company to cover interest payments on the Notes. The Company agreed to pay any non-
principal payment paid on the Collateral Assets and the Fixed Coupon Pool Deposit to the Swap Counterparty
{refer to note 2 and 3).

The fair value of the Credit Defanit Swaps are estimated at year end as follows :

NOK 88,505,000 Note to -0.92%;
NOK 98,020,000 Note to -1.18%;
NOK 92,120,000 Note to -2.24%;
NOK 92,470,000 Note to -0.31%;
DKX 663,070,000 Note to -7.31%,;
DKK 531,440,000 Note to -6.13%;

Amsterdam, November 19, 2008 ' SRINER\CNC
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(Expressed in Furo)
SECURED ASSET FUNDING EUROPE B.V.
(Amsterdam)
NOTES TO THE FINANCIAL STATEMENTS
December 31, 2006
Interest income
01/01/06 - 01/01/05 -
12/31/06 12/31/05
Interest income Collateral Assets 9,680,249 14,527,163
Interest Income on bank accounts 28,962 24,322
9,709,211 14,551,485
Interest expenses
01/01/06 - 01/0)/05 -
12/31/06 12/31/05
Interest expenses Notes (3,213,042) (520,997)
Interest expenses on Swaps (6,515,435) {14,030,488)
(9728471 (14,551,485)
e = e———
Other notes
Average number of employees

During the period under review the Company did not employ any personnel and, consequently, no payments for
wages, salaries or social securities were made.

Remunerstion of directors and supervisory board
The Company has one Managing Director, who serves without remuneration.

Amsterdam, November 19, 2008 ' SRINMERVCNC
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SECURED ASSET FUNDING EUROPE B.V.
(Amsterdam)

OTHER INFORMATION
December 31, 2006

Audit
The auditors opinion is included on the next page.
Statutery provision regarding appropriation of Result
In accordance with Article 14 of the articles of association, profit shall be at the dispesal of the annual general
meeting of shareholders. Profit distribution can only be made to the extent that shareholder’s equity exceeds the
issued and paid-up share capital and legal reserves, '
Appropriation of Resuit

The management proposes to allocate the net profit for the year 2006 to retained eamings. This proposal of
appropriation of profit has not been refelected in the company's balance sheet per 31 december 2006.

Subsequent events

Significant weaknesses have been tevealed in the financial markets by the recent financial tutbulence due to the
uncertainty following the 2007 mid-year emergence of the sub-prime debt in the U.S. The recent cvents have also
created a "crisis of confidence” in the ratings of structured products produced by the credit rating agencies.

The Company is itself not ditectly affected since the Company is a cash flow based ttansaction and not a market
value transaction. It can be characterised as a "buy and hold” investor and is not forced to sell into a declining
market and thereby "realizing” capital losses.

At present we have not experienced any defaults nor have we identified impairment triggers as of yet on any of
our credits in the portfolio. .

In 2008 the Notes up to the amount of EUR 221,202,907 have been repaid at par in accordance with the
scheduled maturity date. The remainder of the outstanding Notes will mature in 2009,

Amsterdam, November 19, 2008 ' SRINER\CNC
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To the Managing Director and Sharehokier of _ P.O. Bax BOS57
Secured Asset Funding Europe B.V. 1006 BJ Amsterdam

Auditor's report

Report on the financlal statemonts

We have audited the accomparnying financial statements for the year ended

31 December 2008 of Secured Asset Funding Europe B.V., Amsterdam as set out on
pages 6 to 17 which comprise the balance sheet as at 31 December 2008, the profit and
loss account and cash flow statements for the year then ended and the notes.

The Managing Director's responsibilily

The Managing Director of the company Is responsible for the preparation and fair
presentation of the financial statements and for the preparation of the Managing Director's
report, both in accordance with Part 8 of Book 2 of the Netherlands Civil Code. This
responsibility includes: designing, implementing and maintaining intemal control relevant
to the preparation and fair presentation of the financial statements that are free from
material misstatement, whether due to fraud or esTor; eelecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable In the
circumstances.

Aud#ofsraspansfbﬂlly
meponsibﬁyistoexpressanopln!ononmaﬁmndalstatamanlsbmdonowauclt.
We conducted our audht In accordance with Dutch law, This law requires that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the financial statements are free from materal misstatement. -

An audit involves performing procedures fo obtain audit evidence about the amiounts and
disclosures In the financlal statements. The procedures selected depend on the auditor's
judgment, induding the assessment of the risks of materfal misstatement of the financlal
statements, whether due to fraud or error. in making those risk assessments, the auditor
considers intemal control relevant to the company's preparation and fair presentation of
the financial siatements In order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the company’s intemal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the
Managing Director, as well as evaluating the overall presentation of the -financial
statements.

We belleve that the audit evidence we have obtained is sufficient and appropriats fo
provide a basis for our audit opinlon.

PitcowatmhousaGoopers s the tnade nams of amang offiars the fallowing companian: PricewaieihotssCoopars Acceuntants NLV. {Chamber
of Cormeroo 34180288), PricewaterhoussCoopers Belasiingadvivews N.Y. {Chamber of Commerce 34160284), PilcowatsrhouseCoopors
Advizory N.V. (Charmber of Cotraneros 34190267) and PricewaterhoussCoopem B.Y. (Chamber of Conrrerce 34180208). The sarvioss
rendered by theee companies are govermed by General Terms & Coniitions, which include pvovisions reganding our Sabiiy. Those Geverl
Tenma & Condiions are fod with the Amstrdam Chamber of Commere and can atso be Viowod ot wanw.pwo.coml
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Opinion
In our opinion, the financial statements give a true and fakr view of the financial position of
Secured Asest Funding Europe B.V. as at 31 December 2006, and of its nesult and cash
flows for the yesr then ended in accordance with Part 9 of Book 2 of the Netheriands Civil

Report on other legal and reguistory requirements

Pursuant to the legal requirement under 2:393 sub 5 pert e of the Netherlands Civil Code,
we report, fo the extent of our competence, that the Managing Director's report ls
wmmMMamwzm sub 4 of the Netherande

Amstardam, 19 November 2008
PricowaterhouseCoopers Accountants N.V.

(Vo=

crs.P.F.J. Veuger RA
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