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SECURED ASSET FUNDING EUROPE B.V. 
(Anuterdam) 

Managing Director's Report 

The managanent herewith submits the Financial Statements of Secured Asset Funding Europe B.V. (Ibe 
Company) for the period from January 1, 2006 until Deceinber 31, 2006. The infoimation disclosed in die 
statements should be read in conjunction with the full text and definitions of the programme memorandum and 
pricing supplements regarding the Notes issued by the Company. 

Transactions 
On April 3,2003 tbe Company issued DKK 536,790,000 Secured Fixed Rate Credit-Linked Notes due 2008. The 
Notes are secured, limited recourse obligations. The proceeds of die issue were applied in acquiring DKK 
536,785,000 Dexia Municipal due 2008 to secure die Notes and a cash amount of DKK 5,000 (togedier 
Collateral Assets). Payments in respect of the Notes are made solely from the assets securing the Notes. 
Qn December 31,2006 die Aggregate Outstanding Principal of die Notes amounted to DKK 531,440,000. 
The Notes of the Company are listed on die Irish Stock Exchange. The Notes were rated on issue AAA by Fitch 
Ratings Ltd. 

On April 3,2003 die Company issued DKK 716,360,000 Secured Step-Down Coupon Credit- Linked Notes due 
2008. The Notes are secured, limited recourse obligations. The proceeds ofthe issue were applied in acquiring 
DKK 716,357,000 Dexia Municipal due 2008 to secure die Notes and a cash amount of DKK 3,000 (together 
Collateral Assets). Payments in respect ofdie Notes are made solely from the assets securing the Notes. 
On December31,2006 the Aggregate Outstanding Principal ofthe Notes amounted to DKK 663,070,000. 
Hie Notes ofthe Company are listed on die Irish Stock Exchange. The Notes were rated on issue AAA by Fitch 
Ratmgs Ltd. 

On April 14.2003 die Company issued NOK 92,470,000 Secured Fixed Rate Ciedit-Linted 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 (CoUateral Asset). Payments in respect of the Notes are made solely from the 
assets securing die Notes. 
The Notes ofthe Company are listed on die Irish Stock Exchange. The Notes were rated on issue 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 proceeds of the issue woe applied in acquiring NOK 
98,020,000 Magnolia Finance I (Collateral Asset). Payments in respect of the Notes are made solely from die 
assets securing the Notes. 
The Notes ofthe Company are listed on the Irish Stock Exchange. The Notes were rated on issue AAA by Fitch 
Rfltinss Ltd. 

On October 8,2003 die 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 applied in acquiring EUR 
112,077,000 Branford H Funding B.V. Secured Credit-Linked Notes due 2008 to secure die Notes (Collateral 
Asset). Payments in respect ofthe Notes ate made solely from the assets securing die Notes. 
On September 27, 2004 die Aggregate Outstanding Principal Amount of die Notes was reduced as partial 
repayment of Branford n, amounting to EUR 111,867,000. 
Qn Jun 30,2006 the Aggregate Outstanding Principal Amount ofthe Notes was reduced as partial repayment of 
Branford n, 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. 
The Notes ofthe Company are listed on the Irish Stock Exchange. The Notes were rated on issue AAA by Fitch 
Ratings Ltd. 

On Februaiy 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 ofdie issue were applied in acquiring NOK 
92,120,000 Magnolia Finance I ( Collateral Asset). Payments in respect ofthe Notes are made solely finm die 
assets securing the Notes. 
The Notes oftiie Company are listed on die Irish Stock Exchange. The Notes were rated on issue AAA by Fiteh 
Ratings Ltd. 

SRI\IER\CNC 
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SECURED ASSET FUNDING EUROPE B.V. 
(Anisterdam) 

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 die issue were deposited in the Company's 
Norwegian Account at Bank of New Yoric (togedier 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 Exchange. The Notes were rated on issue AAA by 
Standaid & 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 die issue were deposited in die 
Company's Norwegian Account at Bank of New York (Collateral Assets). Payments in respect ofthe Notes are 
made solely from the assets securing the Notes. 
The Notes of the Company are listed on die Irish Stock Exchange. The Notes were rated on issue AAA by 
Standard & Poor's Rating Services. 

Key activities 
Financial income is detennined by die interest on die charged assets and deposits, defaults in reference 
portfolios, results on sales of assets and swap interest paid or received. 

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

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

Foreign Exchange Risk 
Investments in non-EUR denominated charged assets are restricted as set out 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 mvests will 
not be subject to credit difficulties, leading to the loss of some or all die 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 
setdement default. 

Counterparty Risk 
Some ofthe assets or derivatives will expose the Company to risk of counterparty default. Credit ratmgs aie used 
to assess/minimise this risk. 

Interest Rate Risk 
The Company will be required from time to time to enter into mterest rate hedge transactions, which may be 
interest cap and/or swap transactions in order to hedge its interest rate exposure imder die charged assets 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 behalf of the Company in respect of the collateral. Payments on die Notes, botii prior to and following the 
enforcement ofthe security over die collateral are subordinated to the prior payment of certain fees and expenses 
ofthe Company. 
The net proceeds of the realisation of the security over the collateral following an event of default may be 
insufficient to pay all amounts due to the Noteholders. In diis event, the Company will not be obliged to make 
any further payments to the Note holders and all claims against die Company will be extinguished. 

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

SRIMERVCNC 
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(Amsterdam) 

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

The Company is itself not directly affected since die Company is a cash flow based transaction and not a maricet 
value transaction. It can be characterised as a "buy and hold" investor and is not forced to seU into a declining 
market and thereby "realizing" capital losses. 

At present we have not experienced any de&ults nor have we identified impainnent triggers as of yet on any of 
our credits in die portfolio. 

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

Future developments 
The directors ofdie 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 diese sentiments on the valuation of the 
assets ofthe Company, although the assets ofdie Company are not direcdy affected by the "crisis of confidence". 
However, based on the current insight in the markets, no substantial changes in the strategy of investments and 
financing ofthe Company are foreseen. 

Amsterdam, November 19,2008 

TMF Management B.V. 
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BALANCE SHEET 
Deceinber 31,2006 

(before appropriation ofdie result) 

ASSETS 

12/31/06 

Page 6 
(Expressed in Euro) 

12/31/05 

FIXED ASSETS: 
Fmancial fixed assets: 

Portfolio of collateral 
(1) 
(2) 253,707,825 310,461,281 

253,707,825 310,461,281 

CURRENT ASSETS: 
Other receivables 
Interest receivable 
Cash at bank 

SHARE 

SHAREHOLDERS' EQUITY: 
Issued share capital 
Retained earnings 

LONG TERM LIABILITIES: 
Notes payable 
Defeired income 

CURRENT LIABILITIES: 
Interest payable 
Other payables 

(3) . 

20,013 
2,510,542 
6,848,194 

HOLDER'S EQUITY AN 

(4) 

(5) 
(6) 

20,000 
399 

253,708,898 
5,426,600 

3,924,497 
6,180 

9,378,749 

263,086,574 

D LIABILITIES 

20,399 

259,135.498 

3.930,677 

263.086,574 

19,007 
911,355 

6,923,339 

20,000 
399 

310,462,359 
5,406,755 

2,425,469 
-

7,853,701 

318,314,982 

20,399 

315,869,114 

2,425,469 

318314,982 

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

STATEMENT OF INCOME AND EXPENSES 
for the year ended December 31,2006 

01/01/06- 01/01/05-
12/31/06 12/31/05 

FINANCIAL INCOME AND 
EXPENSES: 

Interest income (7) 9,709,211 14,551,485 
Interest expenses (8) (9,728.477) (14,551,485) 
Currency exchange result - net 19,266 -

Interest income and expenses 
OPERATIONAL INCOME AND 
EXPENSES: 

Net result 

Amstadmn, November 19.2008 SRIMERVCNC 
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Page 8 
(Expressed in Euro) 

01/01/06-
12/31/06 

01/01/05 -
12/31/05 

CASH FLOW FROM OPERATIONAL ACTIVITIES 

Changes/modifications for: 
Movements in worldng capital: 
Current assets (1,600,193) 
Cuirent UabUities (exclusive ofbank 

oveidrafts) 1,505,208 

Cash flow from operating activities 

Income from result of financial income 
and expenses (9,728,477) 

Income from fixed asset receivables 
and from securities 9,709,212 

Total cash provided by operating activities 

(94,985) 
(94,985) 

(19,266) 
(114,251) 

(712,676) 

58,268 

(14,551,485) 

14,551,485 

(654,408) 
(654,408) 

(654,408) 

CASH FLOW FROM INVESTMENT ACTIVnTES 
Decrease of financial fixed assets 56,753,456 

Total cash used in investing activities 

CASH FLOW FROM FUNDING ACnVITIES 
Decrease of long term liabilities (56,733,616) 
Total cash provided by / used in financing 

activities 

Net cash flow 

Exchange rate differences and 
translation differences on funds 

Decrease in cash fimds 

The movement of fiinds is as foUows: 

Balance as at 1 January 
Movement for the year 
Balance as at 31 December 

56,753,456 

(56,733,616) 

(94.411) 

19,266 

(75,145) 

6.923339 
(75,145) 

6,848,194 

25,603,789 

(31,580,780) 

25,603,789 

(31.580,780) 

(6,631.399) 

(6,631,399) 

13,600,065 
(6,676,726) 
6,923,339 

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

NOTES TO THE FINANCIAL STATEMENTS 
December 31,2006 

General 

The Company was incoiporated on February 18,2003 and is whoUy owned by Stichting Secured Asset Funding 

Europe. 

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

The autiiorized share capital of the Company consists of 20 shares widi a pai value of EUR 1,000 each 
(EUR 20,000). At December 31,2006 aU shaies were issued and fldly paid. 

The infoimation disclosed under the notes to die financial statements is partly derived from and should be read in 
conjunction with fuU text and definitions ofthe programme memorandum and die pricing supplements regaiding 
die Notes issued. Any decision to buy, sell or hold Notes issued by the Company should not be based solely on 
die infoimation in these financial statements (including the notes thereto). Investors should also refer to die 
programme memorandum and die pricing supplements which, amongst other, gives a more tiiorough and detaüed 
description ofdie risks involved with investing in the Notes issued by die Company. . 

Accounting policies in respect of the valuation of assete and liabilities 

General 

The financial statements were prepared in accoidance witii the statutory piovisions of Fart 9, Book 2, of the 
Dutch Civil Code and die finn pronouncements in the GuideUnes for Annual Reporting in the Netherlands as 
issued by die Dutch Accounting Standards Board. Hie financial statements are prepared in EUR. Assets and 
UabUities ate stated at their historical cost, unless indicated otherwise. 

Foreign currendes 

Assets and UabUities, denominated in foreign cunencies are translated into the reporting cunency at exchange 
rates prevailing at the Balance Sheet date. Any resulting exchange differences ate recoided in the Statement of 
Income and Expenses. 

Revenues and expenses in the yeai under review, which are denominated in foreign currencies, are translated into 
the reporting cuirency at exchange rates in effect on die transaction date. 

Exceptions to fhe above mentioned rule are made when the Company «iters into a Cross-Currency Asset Swap 
Transaction (or any simUar ttansaction). In this case aU amounts are translated into Euro as desaibed in the 
swap-transaction documents. 

Comparison with prior year 

The principles of valuation and detennination of result remain unchanged compared to the prior year. However, 
die financial statement for the year 2005 are unaudited. The amounts included for comparative purposes in the 
profit and loss account have therefore not been audited. 

Amstetdam, November 19,2008 SRIUERNCNC 
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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 portfoUo is 
valued at its acquisition cost as adjusted for the amortisation of premium paid or the accretion of discounts 
received, rather than the current market value. The premium and discounts are amortized on a straight-line basis 
over the life ofthe charged asset and recognised in die 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 impainnent. If there are such indications, the recoverable amount ofthe asset concerned is estimated. 
An asset is subject to impainnent 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 sheet are valued at cost, which is the consideration paid or 
received. 

InitiaUy, 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 die hedged position. 

The main risks relating to financial instruments, such as derivatives, are set out below. The portfolio of coUateral 
assets 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-currency swaps to minimise or eliminate currency exposure. 

Credit Risk 
There can be no assurance that the charged assets and/or odier mstruments in which the Company invests wül 
not be subject to credit difficulties, leading to the loss of some or aU 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 
setdement default. 

Counterparty Risk 
Some ofthe 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 required from time to time to enter into interest rate hedge transactions, which may be 
interest cq) and/or swap transactions in order to hedge its interest rate exposure under the portfoUo of collateral 
assets and the Notes. 

Current assets 

Debtors are stated at face value net of provisions for doubtful debts, where necessaiy. 

Long term liabilities 

Long term UabUities are valued at cost, being the amount received taking into account premium or discount, less 
transaction cost. The difference between the book value determined and the ultimate redemption value, including 
the interest payable are determmed by recognising the effective interest in the profit and loss account during the 
teim ofthe UabiUties. 

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

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

NOTES TO THE FINANCIAL STATEMENTS 
December 31,2006 

Current liabilities 

Creditors are stated at face value. 

Accounting poUdes in respect of result determination 

Result 

Profits on transactions are recognized in die year diey relate to. Losses are recognized when foreseen. 

Administrative expenses 

Expenses are based on the historical cost convention and attributed to the financial year to which diey pertain. 

Other 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 tumover taxes. 

Total ftnancial income and expenses 

Income arising on die underlying portfolio of deposits and charged assets, together widi bank interest and/or 
swap interest is recognized on an accrual basis. All income and expenditures from the deposits and the portfoUo 
of collateral assets, swaps, notes issued and other borrowing and/or lending that have the character of interest 
payments are recognized as interest income or interest expense respectively. 

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

Taxation 

Taxation is calculated on die reported pre-tax result, at die prevailing tax rates, taking account of any losses 
canied forwaid from previous financial years and tax-exempt items and non-deductible expenses and using tax 
facilities. 

Corpoiate income tax 
A tax ruling has been agreed with die Dutch tax authorities. This ruling mentions die minimum pre-tax result for 
a number of yeais. The pre-tax result fbr diis year is calculated in line with this ruling, which has been reported 
upfront in die fiist financial yeai and paid to die tax authorities. 

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

Prindples of the cash flow summaiy 

The Cash flow statement is prepared in accoidance with the indirect method. The Uquidities in tbe cash flow 
statements comprise of cash at banks and in band and bank overdrafts. Cash flows in foreign currencies ate 
translated at estimated average rates. Currency differences, receipts and payments, in connection with interest 
and taxation on profits, are taken up under cash flow from operational activities. 

Amstedam, November 19,2008 SRI\IER\CNC 
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SECURED ASSET FUNDING EUROPE B.V. 
(Amsterdam) 

NOTES TO THE FINANCIAL STATEMENTS 
December 31,2006 

(1) Financial fixed assets 

The movements in financial fixed assets are comprised as foUows: 

Balance as at Januaiy 1,2006 
Disposals 

Balance as at Deeembei 31,2006 

Portfolio of 
collateral 

assets 

310,461,281 
(56,753,456) 

253,707,825 

The disposals of EUR 56,372,000 is the scheduled partial repayment of Branford n. 

(2) PortfoUo of collateral assets 

The portfoUo of coUateral assets is comprised as foUows: 
12/31/06 12/31/05 

Dexia Municipal 
Branford II Funding B.V. 
MagnoUa ( XS019276031-1) 
MagnoUa ( XS019268870-2, XS020160543-2) 

160,206,813 
37,366,000 
34,297,330 
21,837,682 

253,707,825 

160,775,683 
93,738,000 
55,947,598 

310,461,281 

Under the Credit Swaps, the Company wül be obliged to deUver collateral assets to the swap counterparty ifa 
credit event with respect to the reference portfoUo or other event as described in the swap agreeinent occurs. The 
aggregate outstanding principal amount of the Notes shall be reduced with tbe same amount The Company 
agreed to pay any non-principal payment paid on the coUateral assets and die fixed coupon pool deposit to the 
swap counteiparty. 

During the period under review no credit events occured. 

As per December 31, 2006, the aggregate market value of the collateral assets in respect is estimated as 
foUwows: 
MagnoUa Finance I, NOK (ISIN: XS0192688702) 90.07% 
Dexia Municipal, DKK (ISDST: FR0000473605) 99.98% 
BianfoidnFundingB.V.,EUR.(ISIN:XS0178421029) 101.73% 

Within reasonable time and cost limits, it is not possible to estimate the fair value ofthe assets MagnoUa Finance 
(ISIN: XS0192760311) and Magnolia Finance ( ISIN: XS0201605432). However in 2008 these assets are 
converted into cash at 100% ofthe value ofdie credit linked notes. 

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

NOTES TO THE FINANCIAL STATEMENTS 
December 31,2006 

(3) Cash at bank 

The Cash at Bank is comprised as foUows: 
12/31/06 12/31/05 

Fixed Coupon Deposits Pool (HSBC, BONY) 
P. van Lanschot Bankiers 

6,841,628 
6,566 

6,848,194 

6,921,947 
1,392 

6,923,339 

The Fixed Coupon Deposits Pool is credit linked with die Notes and is not freely disposable to the Company 
odier than to pay interest on the Notes. 
The canying value ofthe Deposits Pool aproximates its feir value. 

(4) Shareholders' equity 

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

Balance as at Januaiy 1,2005 
AUocation of result 
Result for the period 

Balance as at December 31,2005 

Result for the period 

Balance as at December 31,2006 

Issued share 
capital 

20,000 

Retained Result for die 
earnings period 

(89,274) 
89,673 

89,673 
(89,673) 

20.000 399 

20,000 399 

Total 

20,399 

20.399 

20399 

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

Amsterdam, November 19,2008 SRI\IER\CNC 
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NOTES TO THE FINANCIAL STATEMENTS 
December 31,2006 

Page 14 
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(5) Notes payable 

The Notes payable are comprised as foUows: 
12/31/06 12/31/05 

XS0174988195 
XS0162925597 
XS0162948292 
XS0163249575 
XS0170336548 
XS0185070215 
XS0189103574 
XS0197106023 

EUR Fixed Rate 
DKK Fixed Rate 
DKK Step-Down Coupon 

NOK Fixed Rate 
NOK Fixed Rate 
NOK Fixed Rate 
NOK Fixed Rate 
NOK Fixed Rate 

37,366,000 
71,276,824 
88,931,062 
11,222,087 
11,895,631 
11.179.612 
10,740,898 
11,096,784 

253,708,898 

93,738,000 

71,527,469 

89,249,291 

11,779,618 

11,929,654 

10,533,779 

10,753,949 

10,950,599 

310,462,359 

On April 3,2003 die 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 appUed in acquiring DKK 
536,785,000 Dexia Municipal due 2008 to secure the Notes and a cash amount of DKK 5,000 (togedier 
CoUateral Assets). Payments in respect ofthe Notes are made solely fiom the assets securing the Notes. At the 
same date the Company entered into a Credit Protection Swap transaction with Credit Suisse First Boston 
Intemational (die 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 
DKK 716357,000 Dexia Municipal due 2008 to secure the Notes and a cash amount of DKK 3,000 (together 
Collateral Assets). Payments in respect ofthe Notes are made solely from tbe assets securing the Notes. At the 
same date the Company entered into a Credit Protection Swap transaction with Credit Suisse First Boston 
International (die 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 obUgations. Tlie proceeds of the issue were applied in acquiring NOK 
92,470,000 Magnolia Finance I (CoUateral Assets). Payments in respect of the Notes are made solely fiom 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 July 30,2003 die Company issued NOK 98,020,000 Secured Fixed Rate Credit-Linked Notes due 2008. The 
Notes are secured, limited recourse obligations. The proceeds ofthe issue were were appUed in acquiring NOK 
98,020,000 Magnolia Finance I (Collateral Assets). Payments in respect of die Notes are made solely from die 
assets securing the Notes. At die same date the Company entered into a Credit Protection Swap transaction wifli 
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 oftiie issue were appUed in acquiring EUR 
112,077,000 Branford n Funding B.V. Secured Credit-Linked Notes due 2008 to secure the Notes (Collateral 
Assets). Payments in respect ofthe Notes ate made solely from the assets securing the Notes. At the same date 
the Company entered into a Credit Protection Swap transaction witb Credit Suisse First Boston International (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, Umited recourse obligations. The proceeds of the issue were were applied in acquiring 
NOK 92,120,000 Magnolia Finance I (CoUateral Assets). Payments in respect ofthe Notes are made solely from 
tbe 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 Counterparty). 

On April 30,2004 the Company issued NOK 88,505,000 Secured Fixed Rate Credit-Linked Notes due 2009. The 

Amsterdani, November 19,2008 SRIMERXCNC 
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SECURED ASSET FUNDING EUROPE B.V. 
(Anuterdam) 

NOTES TO THE FINANCIAL STATEMENTS 
December 31,2006 

Notes are secured, Umited recourse obUgations. The proceeds of the issue were deposited in die Company's 
Norwegian Account at Bank of New Yoik (CoUateral Assets). Payments in respect ofthe Notes are made solely 
from die assets securing the Notes. At the same date die Company entered into a Credit Protection Swap 
transaction with Credit Suisse First Boston Intemational (the Swap Counterparty). 

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

Interest on the Notes is payable as follows: 
XS0174988195 EUR Fixed Rate 020% p.a. 
XS0162925597 DKK Fixed Rate 2.65% p.a. 
XS0162948292 DKK Step-Down Coupon 2.65% p.a. fiist year, 1.15% p.a.fiirther years 
XS0163249575 NOK Fixed Rate 0.22% p.a. 
XS0170336548 NOK Fixed Rate 028% p.a. 
XS0185070215 NOK Fixed Rate 0.31%p.a. 
XS0189103574NOKFixedRate 0.30%p.a. 
XS0197106023 NOK Fixed Rate 0.36% p.a. 

Und» die Credit Swaps, die Company wUl be obUged to deUver Collateral Assets to flie Swap Counterparty if a 
Credit Event with respect to die Reference Portfolio or other event as desaibed in die swap agreement occurs. 
The aggregate outstanding principal amount of the Notes shaU be reduced with the same amount 
Unda the Credit Swaps, the Swap Counterparty paid an Fixed Coupon Amount to the Company, which is 
deposited by die Company to cover interest payments on die Notes. The Company agreed to pay any non-
principal payment paid aa die Collateral Assets and the Fixed Coupon Pool Deposit to the Swap Counterparty. 

(6) 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 Counteiparty paid an Fixed Coupon Amount to the Company, 
which is deposited (refer to note 3) by the Company to cover fiiture interest payments on the Notes. 

Amsterdam, November 19,2008 SRI\IER\CNC 
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Off-balance sheet commitments 

Credit default swaps 

As per date of this report, the Company has entered into 8 Credit Protection Swaps with Credit Suisse First 
Boston Intemational. Under the Credit Swaps, the Company will be obUged to deUver Collateral Assets to the 
Swap Counterparty if a Credit Event with respect to die Reference PortfoUo or other event as described in die 
swap agreement occurs. The aggregate outstanding principal amount ofthe 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 die Company to cover interest payments on die Notes. The Company agreed to pay any non-
principal payment paid on the Collateral Assets and die Fixed Coupon Pool Deposit to the Swap Counteiparty 
(refer to note 2 and 3). 

The fair value ofdie Credit Default 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%; 
DKK 663,070,000 Note to -7.31%; 
DKK 531,440,000 Note to -6.13%; 

Amsterdam, November 19,2008 SRIMERVCNC 
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(7) Interest income 

Interest income Collateral Assets 
Interest Income on bank accounts 

(8) Interest expenses 

Interest expenses Notes 
Interest expenses on swaps 

01/01/06-
12/31/06 

9,680249 
28,962 

9,709,211 

01/01/06-
12/31/06 

(3213,042) 
(6,515,435) 

(9,728,477) 

01/01/05 
12/31/05 

14,527,163 
24,322 

14,551,485 

01/01/05 
12/31/05 

(520,997) 
(14,030,488) 

(14,551,485) 

Other note» 

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

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

Amsterdam, November 19, 

Amstedam, November 19,2008 SRIMERNCNC 
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OTHER INFORMATION 
December 31,2006 

Audit 

The auditors opinion is included on the next page. 

Statutory provision regarding appropriation of Result 

In accordance with Article 14 of the articles of association, profit shall be at the disposal of die 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 Result 

The management proposes to aUocate 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 revealed in the financial maikets by the recent financial turbulence due to the 
uncertainty foUowing the 2007 mid-year emergence ofthe 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 a cash flow based tiansaction and not a market 
value transaction. It can be characterised as a "buy and hold" investor and is not forced to seU into a declining 
maiket and thereby "realizing" capital losses. 

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

In 2008 die Notes up to the amount of EUR 221,202,907 have been repaid at par in accoidance widi the 
scheduled maturity date. The remainder ofthe outstanding Notes wiU mature in 2009. 

Amsterdam, November 19,2008 SRI\IER\CNC 
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To the Managing Director and Shareholder of 
Secured Asset Funding Europe B.V. 

Auditor's report 

AccountMt* N.V. 
•nwrnaBRMalthuBatraatS 
1068JRAm8tBfdain 
PJO. Bm 90357 
1006 BJ Amsteidam 
The NaOioriands 
Telephone+31 {20)568 68 68 
ftwdmBe+31 (20)8886888 
www^miunniM 

Report on the financial statements 

We have audited the accompanying financial statements for the year ended 
31 December 2006 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 2006. the profit and 
loss account and cash flow statements forthe year then ended and the notes. 

77J© Managing Director's responsibility 
The Managing Director of the company is responsible fbr the preparation ami fair 
presentation of the financial statements and fbr the preparation of t t o Menaging Director's 
report, both in accordance with Part 9 of Book 2 of the Netheriands Civil Code. THis 
responsibility includes: designing, Implementing and maintaining intemal control retevant 
to the preparation and fair presentation of the financial statements that are free from 
material misstatement, whether due to fraud or enor selecting and applying appropriate 
accounting policies; and making accounting estimates that are reasonable in the 
circumstances. 

Our responsibility is to express an opinion on the finandal statements based on our a u d i 
We conducted our audit in aecordanoe with Dutch law. This law requires that we comply 
with ethical requirements and plan and perfonn the audit to obtain reasonable assurance 
whether the financial statements are free from material misstatement 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disdosures in the finandal statements. The procedures selected depend on the auditor's 
Judgment, induding the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or «ror. In making those risk assessments, the auditor 
considers internal control relevant to the company's preparation and fair presentation of 
the finandal statements in order to design audit procedures that are appropriate In fhe 
drcumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the company's internal control. An audit also indudes evaluating the appropriateness of 
accounting polides used and the reasonableness of accounting estimates made by the 
Managing Director, as well as evaluating the overaU presentation of fhe finandal 
statements. 

We believe that the audit evidence we have obtained is suffident and appropriate to 
provide a basis for our audit opinion. 

PriastMdNtwunGaopMB Is fte trade name oi among «ham ttw todowho aompartac Pit»WBlBrtiouB8CooperaAooour*anl»N.V. (Chanter 
or Commero 3418028$, Prto»watortious<C«j^ 
A(h^N.V.(q»aiiitreotCommBTO341802Bn 
rmdored by ttwso oompantos are vpn tm i by Ctoraral Tenns & CondMons, whtoft Inolude prevWonsrauanftio our BsMHy. Disse Qen*Rri 
-nm» & condnoni are «ed «Mi the Amtenton Chamber of Oomnene and oan aho be vteWBdaJwwwwacomM 
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Opinion 
In our opinion, t to finandal statements give a tme and Mr view of t to financial poalllon o* 
Secured Asset Funding Europe B.V. as at 31 Daoamber 2008, and of Ns result and cash 
flows for t to year then ended in accordance with Part 0 of Book 2 of t to Neheriands CM! 
Code. 

Report on other togal and regulatory lequhemeiifB 

Pursuant to t to legal requirement under 2:303 sub 6 pert e of t to Neltorlande CMI Code, 
we report, to t to extent of our competence, that t to Managing Director's report Is 
constetent wfth the finandal statements as required by 2:361 sub 4 of the Netheriands 
CMI Code. 

Amstordam. 10 November 2008 
PrioewatorhouseCoopere Accountents N.V. 

e^v^ 
dreP.FJ. VeugerRA 
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