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BSPB Finance Public Limited Company
DIRECTORS' REPORT
The Directors present their annual report and audited financial statements of BSPB Finance Public
Limited Company (the "Company") for the year ended 31 December 2011.
Nature of business and principal activities
The company is a bankruptcy-remote special purpose company with limited liability, which was
incorporated on 20 September 2006 under the laws of Ireland. The Company commenced operations on
17 November 2006.
The sole purpose of the Company is to enter into transactions with Open Joint Stock Company Bank
Saint Petersburg (the "BSPB") whereby the Company would issue Notes (the "Notes") the proceeds of
which were used to fund a loan (the "Loan") to BSPB.
The Company has issued an aggregate principal amount of USD100,000,000 Notes due to mature in
2017. The Notes accrue interest at 10.5 percent per annum payable semi-annually. Interest on the Loan
is receivable semi-annually in arrears in equal instalments on 25 July and 25 January in each year
commencing on 25 January 2008. Interest on both the loan and the notes is recognised at the effective
interest rate. The effective interest rate is calculated after taking into account the increase in interest rate
to 12% from 25 July 2012.
Business review and future development
The Directors expect the present level of activity will be sustained for the foreseeable future.
Results and dividends
The result for the year and the Company's financial position at the end of the year are disclosed on pages
8 and 9. The profit after taxation for the year was €1,766 (2010: loss €322). The directors do not
recommend the payment of a dividend.
The key performance indicators for the Company are as follows:

(a) Profit before tax in €
(b) Net assets in €
(c) Interest and similar income in €
(d) Interest and similar expense in €

2011
€
2,270

2010
€
(253)

Change %

43,020

41,254

4%

8,454,383

8,883,941

(5%)

(8,454,383)

(8,883,941)

5%

897%

Directors and company secretary
The directors and company secretary of the Company are listed on page 2 and except where indicated,
have served for the entire period. The directors and company secretary had no material interest in any
contract of significance in relation to the business of the Company other than that disclosed below. The
directors and company secretary who held office on 31 December 2011 did not hold any shares,
debentures or loan stock of the Company on that date or during the year.
Related party transactions
TMF Administration Service Limited (the "Administrator") provides corporate services to the Company at
arm's length commercial rates. Ronan Reilly, a director of the Company, was also a director of the
Administrator during the year and in that capacity had a material interest in transactions conducted with
the Company. There were no other contracts of any significance in relation to the business of the
Company in which the directors had any interest, as defined in the Companies Act, 1990, at any time
during the year.
Significant subsequent events
There were no significant subsequent events from the end of the year until the date of signing of this
report that would require an adjustment to or disclosure in the financial statements.

BSPB Finance Public Linnlted Company
DIRECTORS' REPORT - CONTINUED
Financial risk management
The operations of the Company are subject to various risks. Information about the capital and financial risk
management objectives and policies of the Company, along with exposure of the Company to market risk,
credit risk, liquidity risk and price risk, are disclosed in Note 12 to the financial statements.
Corporate governance review
The Board of Directors of the Company (the "Board") is responsible for establishing and maintaining
adequate internal control and risk management systems of the Company in relatbn to the financial
reporting process. Such systems are designed to manage rather than eliminate the risk of failure to achieve
the Company's financial reporting objectives and can only provide reasonable and not absolute assurance
against material misstatement or loss.
The Board has established processes regarding internal control and risk management systems to ensure ite
effective oversight of the financial reporting process. These include appointing TMF Administration Services
Limited (the "Administrator") to maintain the accounting records of the Company independently. The
Administrator is contractually obliged to prepare for review and approval by the Board the annual report
including financial statements intended to give a true and fair view of the Company. The Board evaluates
and discusses significant accounting and reporting issues as the need arises. From time to time the Board
also examines and evaluates the Administrators financial accounting and reporting routines and monitors
and evaluates the external auditors' performance, qualifications and independence. The Administrator has
operating responsibility for internal control in relation to the financial reporting process and the reporte to the
Board.
The Administrator is obliged to design and maintain control structures to manage the risks which the Board
judges to be significant for internal control over financial reporting. These control structures include
appropriate division of responsibilities and specific control activities, aimed at detecting or preventing the
risk of significant deficiencies in financial reporting for every significant account in the financial statements
and the related notes in the Company's annual report.
The Board delegates the asset valuation function to the BSPB who operates a sophisticated system of
controls to ensure appropriate valuation.
The Company's policies and the Board's instructions with relevance for financial reporting are updated and
communicated via appropriate channels, such as e-mail, correspondence and meetings to ensure that all
financial reporting information requirements are met in a complete and accurate manner. The Board has an
annual process to ensure that appropriate measures are taken to consider and address any measures
recommended by the independent auditors.
Given the contractual obligations on the Administrator, the Board has concluded that there is currently no
need for the Company to have a separate audit committee or internal audit function in order for the Board to
perform effective monitoring and oversight of the internal control and risk management systems of the
Company in relation to the financial reporting process. The principal duties of the audit committee
are completed by the Board as part of the current service agreement. The sole business of the Company
relates to issuing asset backed securities. Under regulation 91 9(d) European Communities (Statutory
Audits) (Directive 3006/43/EC) Regulations 2010 the Company has availed of the exemption from the
requirement to establish an audit committee.
No directors have a significant direct or indirect holding of securities in the Company. No person has any
special rights of control over the Company's share capital.
There are no restrictions on voting rights.
With regard to the appointment and replacement of directors, the Company is governed by its Articles of
Associatbn which empower the existing directors to appoint and (if necessary) replace the directors. The
Articles of Association friemselves may be amended by special resolution of the shareholders.

BSPB Finance Public Limited Company
DIRECTORS' REPORT - CONTINUED
Corporate governance review - continued
The Board is responsible for managing the business affairs of the Company in accordance with the
Articles of Association. The directors may delegate certain functions to the Administrator and other
parties, subject to the supervision and direction by the directors. The Board consists of two executive
directors.
The shareholders' rights and operations of shareholders meetings are defined in the Articles of
Association and comply with the Companies Acts, 1963 to 2009. The Company holds a general meeting
each year as its annual general meeting in addition to any other meeting in that year. The annual general
meeting is specified in notice sent out for the meeting.
The Directors are responsible for preparing the financial statements in accordance with International
Financial Reporting Standards ("IFRS") and the International Financial Reporting Interpretations
Committee ("IFRIC") interpretations endorsed by the European Union ("EU") and with those parts of the
Companies Acts, 1963 to 2009 applicable to companies reporting under IFRS.
Irish company law requires the Directors to prepare financial statements for each financial year which
give a true and fair view of the state of affairs of the company and of the profit or loss of the company for
that year. In preparing these financial statements, the Directors are required to:
•
•
•
•

Select suitable accounting policies and then apply them consistently;
Make judgements and estimates that are reasonable and prudent;
State that the financial statements comply with IFRS, and
Prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the company with continue in business.

The Directors confirm that they have complied with the above requirements in preparing the financial
statements.
The Directors are responsible for keeping proper books of account that disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that the financial
statements are prepared in accordance with IFRS and IFRIC interpretations endorsed by the EU and with
those parts of the Companies Acts, 1963 to 2009 applicable to companies reporting under IFRS. They
are also responsible for safeguarding the assets of the company and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.
Books of account
The measures taken by the Directors to secure compliance with the Company's obligations to keep proper
books of account are the use of appropriate systems and procedures and ensuring that competent persons
are responsible for the books of account. The books of account are kept at 53 Merrion Square, Dublin 2.
Independent auditors
PricewaterhouseCoopers ("PwC") have expressed their willingness to continue in office in accordance
with section 160(2) of the Companies Act 1963.
The financial statements were approved by the Board on 9 May 2012 and signed on its behalf by:

an Reilly
Director

/
/

Jacqueline O'Rourke
Director

INDEPENDENT AUDITORS' REPORT
To the shareholders of BSPB Finance Public Limited Company
We have audited the financial statements of BSPB Finance Public Limited Company for the year ended
31 December 2011 which comprise the statement of comprehensive income, the statement of financial
position, the statement of cash flows, the statement of change in shareholders' equity and the related
notes. These financial statements have been prepared under the accounting policies set out therein.

Respective responsibilities of directors and auditors
The directors' responsibilities for preparing the directors' report and the financial statements in
accordance with applicable Irish law and International Financial Reporting Standards (IFRS) as
adopted by the European Union are set out in the statement of directors' responsibilities.
Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland). This report, including the
opinion, has been prepared for and only for the company's members as a body in accordance with
section 193 of the Companies Act, 1990 and for no other purpose. We do not, in giving this opinion,
accept or assume responsibility for any other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly agreed by our prior consent in writing.
We report to you our opinion as to whether the financial statements give a true and fair view, in
accordance with IFRS as adopted by the European Union, and have been properly prepared in
accordance with Irish statute comprising the Companies Acts, 1963 to 2009. We state whether we
have obtained all the information and explanations we consider necessary for the purposes of our
audit, and whether the financial statements are in agreement with the books of account. We also
report to you our opinion as to:
•
•
•

whether the company has kept proper books of account;
whether the directors' report is consistent with the financial statements; and
whether at the statement of financial position date there existed a financial situation which may
require the company to convene an extraordinary general meeting of the company; such a
financial situation may exist if the net assets of the company, as stated in the statement of financial
position, are not more than half of its called-up share capital.

We also report to you if, in our opinion, any information specified by law regarding directors'
remuneration and directors' transactions is not disclosed and, where practicable, include such
information in our report.
We read the directors' report and consider whether it is consistent with the audited financial
statements. We consider the implications for our report if we become aware of any apparent
misstatements or material inconsistencies with the financial statements. Our responsibilities do not
extend to anv other information.

PriceivaterhouseCoopers, One Spencer Dock, North Wall Quay, Dublin 1, Ireland, I.D.E. Box No. 137
T: +353 (o) 1 792 6000, F: +353 (o) 1 792 6200, www.pwc.com/ie
chartered Accountants

pwc

INDEPENDENT AUDITORS' REPORT - continued
Basis of audit opinion
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board. An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial statements. It also includes an assessment of
the significant estimates and judgments made by the directors in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the company's circumstances,
consistently applied and adequately disclosed.
We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that
the financial statements are free from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated the overall adequacy of the
presentation of information in the financial statements.

Opinion
In our opinion the financial statements:
•
•

give a true and fair view, in accordance with IFRS as adopted by the European Union, of the state
of the company's affairs as at 31 December 2011 and of its result and cash flows for the year then
ended; and
have been properly prepared in accordance with the Companies Acts, 1963 to 2009.

We have obtained all the information and explanations which we consider necessary for the purposes
of our audit. In our opinion proper books of account have been kept by the company. The financial
statements are in agreement with the books of account.
In our opinion the information given in the directors' report is consistent with the financial
statements.
The net assets of the company, as stated in the statement of financial position, are more than half of
the amount of its called-up share capital and, in our opinion, on that basis there did not exist at 31
December 2011 a financial situation which under section 40 (1) of the Companies (Amendment) Act,
1983 would require the convening of an extraordinary general meeting of the company.

P^raic Joyce
for and on behalf of PricewaterhouseCoopers
Chartered Accountants and Statutory Audit Firm
Dublin
14 May

2012

BSPB Finance Public Limited Company

STATEMENT OF COiVIPREHENSIVE INCOME
For year ended 31 December 2011

Notes

interest and similar Income
Interest and similar expense
Net Interest Income

Year ended
Year ended
31 December 2011 31 December 2010
€
€
8,454,383
8,883,941
(8,454,383)
(8,883,941)

101,717
(99,447)

80,981
(81,234)

Profit/(Loss) on ordinary activity before taxation

2,270

(253)

Tax on profit of ordinary activity

(504)

(69)

Net profit/(loss) for the year

1,766

(322)

1,766

(322)

Fees and commission income
Administration expenses

Other comprehensive income
Total comprehensive income for the year

All amounts relate to continuing operations.
The notes on pages 12 to 23 are an integral part of these financial statements.

The financial statements were approved by the Board on 9 May 2012 and signed on its behalf by:

RonaniReil
Director

JaCqtieline O'Rourke
Director

BSPB Finance Public Limited Company

STATEMENT OF FINANCIAL POSITION
As at 31 December 2011
Notes
Assets
Loans and receivables
Receivables
Cash and cash equivalents
Total Assets
Liabilities
Loan Participation Notes issued
Payables

Equity
Share capital
Retained earnings

Total liabilities and equity

31 December 2011
€

31 December 2010
€

5
6
7

77,769,072
3,478,524
50,731
81,298,327

75,958,457
3,410,011
41,254
79,409,722

8
9

77,769,072
3,486,235
81,255,307

75,958,457
3,410,011
79,368,468

40,000
3,020

40,000
1,254

43,020

41,254

81,298,327

79,409,722

10

The notes on pages 12 to 23 are an integral part of these financial statements.

The financial statements were approved by the Board on 9 May 2012 and signed on its behalf by:

!
Ronari Reilly
Director

Jacqueline O'Rourke
Director

BSPB Finance Public Limited Company

STATEMENT OF CHANGES IN EQUITY
As at 31 December 2011

31 December 2011

Share
capital
€

Retamed
earnings
€

Total

At beginning of the year
Issue of share capital
Total comprehensive income for the year
At end of the year

40,000

1,254

41,254

40,000

1,766
3,020

1,766
43,020

31 December 2010

Share
capital
€

Retamed
earnings
€

Total

40,000

1,576

41,576

40,000

(322)
1,254

(322)
41,254

At beginning of the year
Issue of share capital
Total comprehensive income for the year
At end of the year

€

€

The notes on pages 12 to 23 are an integral part of these financial statements.
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BSPB Finance Public Limited Company
STATEiVIENT OF CASH FLOWS
Year ended 31 December 2011
Year ended
31 December 2011

Year ended
31 December 2010

€

€

1,766

(322)

Change in operating assets and liabilities
Increase in debtors
Increase in creditors
Cash flow from operating activities

(68,513)
76,224
9,477

(225,281)
224,734
(869)

Net increase in cash and cash equivalents

9,477

(869)

Cash at beginning of the year

41,254

42,123

Cash at the end of the year

50,731

41,254

Operating activities
Net profit/(loss) for the financial year

The notes on pages 12 to 23 are an integral part of these financial statements.
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BSPB Finance Public Limited Company
NOTES TO THE FINANCIAL STATEMENTS
1

Corporate information
The Company was incorporated on 20 September 2006, under the laws of Ireland with registration
number 426784. The Company is a special purpose company with limited liability and qualifies for the
regime contained in Section 110 of the Irish Taxes Consolidation Act, 1997 (the "TCA"). This provides
that a qualifying company will be liable to corporation tax at the rate of 25% under Case III of Schedule
D of the TCA in respect of taxable profits.

2

Accounting Policies
The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the periods presented, unless otherwise
stated.
(a) Statement of compliance
The financial statements are prepared in accordance with IFRS adopted by EU and interpretations
adopted by the International Accounting Standards Board (the "lASB").
(b) Basis of preparation
Financial statements are prepared on a historfcal cost basis except for the Loans and the Notes which
are measured at amortised cost
The preparation of financial statements in conformity with IFRS requires the use of accounting
estimates. It also requires management to exercise its Judgement in the process of applying the
company's accounting policies.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period or in the period of the revision and future periods if the revision affects both
current and future periods.
The accounting policies have been applied consistently by the Company.
(c) New standards and interpretation adopted
Standards adopted for the first time:
The following standards, interpretations and amendments to standards have been adopted by the
company during the year ended 31 December 2011:
•
Amendments IAS 32 Financial instruments: Presentation on classification of rights issues,
(applicable for financial years beginning on or after 1 February 2010). The amendment addresses
the accounting for rights issues (rights, options or warrants) that are denominated in a currency
other than the functional currency of the issuer. This had no impact on the financial statements.
•
Amendment to IFRS 1, First time adoption on financial instrument disclosures (applicable
for financial years beginning on or after 1 July 2010). This amendment provides first-time adopters
with the same transition provisions as included in the amendment to IFRS 7 regarding comparative
information for the new three level classification disclosures. This had no impact on the financial
statements.
•
IFRIC 19, Extinguishing Financial Liabilities with equity instruments (applicable for financial
years beginning on or after 1 July 2010). This Interpretation addresses the accounting by an entity
when the terms of a financial liability are renegotiated and result in the entity issuing equity
instruments to a creditor of the entity to extinguish all or part of the financial liability. This had no
impact on the financial statements.
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BSPB Finance Public Limited Company
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
2

Accounting Policies - continued
(c) New standards and interpretation - continued
Standards adopted for the first time - continued
•
Amendments to IAS 1- Presentation of Financial Statements (applicable for financial years
beginning on or after 1 January 2011) - The amendments to IAS 1 retain the 'one or two statement'
approach at the option of the entity and only revise the way other comprehensive income is
presented: requiring separate subtotals for those elements which may be 'recycled' (e.g. cash-flow
hedging, foreign currency translation), and those elements that will not (e.g. fair value through OCI
items under IFRS 9). This had no impact on the financial statements.
•
IFRS 2 (amendments), 'Group cash-settled share-based payment transactions', applicable
for financial years beginning on or after 1 January 2011. In addition to incorporating IFRIC 8,
'Scope of IFRS 2', and IFRIC 11, 'IFRS 2 - Group and treasury share transactions', the
amendments expand on the guidance in IFRIC 11 to address the classification of group
arrangements that were not covered by that interpretation. This had no impact on the financial
statements.
•
Amendments to IFRS 7 Financial Instruments: Disclosures (improvement project),
applicable for financial years beginning on or after 1 January 2011: The amendments to IFRS 7
clarify the required level of disclosures about credit risk and collateral held and provide relief from
disclosures previously required regarding renegotiated loans.
•
Amendment to IFRIC 14, Pre-payments of a Minimum Funding Requirement (applicable for
financial years beginning on or after 1 January 2011). The amendments apply in limited
circumstances when an entity is subject to minimum funding requirements and makes an early
payment of contributions to cover those requirements. The amendments permit such an entity to
treat the benefit of such an early payment as an asset. This had no impact on the financial
statements.
•
IAS 24 (revised). Related Party Disclosures (applicable for financial years beginning on or
after 1 January 2011). This amendment removes the requirement for government related entities to
disclose details of all transactions with the government and other government-related entities and it
clarifies and simplifies the definition of a related party. This had no impact on the financial
statements.
New standards and interpretation not yet adapted
A brief outline of the likely impact on future financial statements of IFRSs which are issued by the
lASB but not yet effective and have not been adopted in the financial statements are as follows:
•
Amendments to IFRS 7 Financial Instruments: (Enhanced Derecognition Disclosure
Requirements), applicable for financial years beginning on or after 1 July 2011: The amendments
are designed to ensure that users of financial statements are able to more readily understand
transactions involving the transfer of financial assets (for example, securitisations), including the
possible effects of any risks that may remain with the entity that transferred the assets.
•
Amendment to IFRS 1, First Time Adoption on hyperinflation and fixed dates (applicable for
financial years beginning on or after 1 July 2011) - subject to EU endorsement. These
amendments are based on two exposure drafts. The first amendment replaces references to a fixed
date of 1 January 2004 with the date of transition to IFRSs, thus eliminating the need for companies
adopting IFRSs for the first time to restate derecognition transactions that occurred before the date
of transition to IFRSs. The second amendment provides guidance on how an entity should resume
presenting financial statements in accordance with IFRSs after a period when the entity was unable
to comply with IFRSs because its functional currency was subject to severe hyperinflation.
Amendment to IFRS 7, Financial instruments: Disclosures on derecognition (applicable for financial
years beginning on or after 1 July 2011) - subject to EU endorsement. The amendments will
promote transparency in the reporting of transfer transactions and improve users' understanding of
the risk exposures relating to transfers of financial assets and the effect of those risks on an entity's
financial position, particularly those involving securitisation of financial asset.
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BSPB Finance Public Limited Company
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
2

Accounting Policies - continued
(d) New standards and interpretation - continued
New standards and Interpretation not yet adapted - continued
• Amendment to IAS 12, Income taxes (applicable for financial years beginning on or after 1 January
2012 - subject to EU endorsement). This amendment introduces an exception to the existing principle
for the measurement of deferred tax assets or liabilities arising on investment property measured at fair
value.
•
IAS 1 - Presentation of Financial Statements (effective to annual period beginning on or after 1 July
2012). The amendments to IAS 1 retain the option to present profit or loss and other comprehensive
income in either a single statement or in two separate but consecutive statements. However, the
amendments to IAS 1 require additional disclosures to be made in the other comprehensive income
section such that items of other comprehensive income are grouped into two categories: (a) items that
will not be reclassified subsequently to profit or loss; and (b) items that will be reclassified subsequently
to profit or loss when specific conditions are met. Income tax on items of other comprehensive income
is required to be allocated on the same basis.
•
IAS 12 - Income taxes (effective to annual period beginning on or after 1 July 2012) - The
amendments to IAS 12 provide an exception to the general principles in IAS 12 that the measurement
of deferred tax assets and deferred tax liabilities should reflect the tax consequences that would follow
from the manner in which the entity expects to recover the carrying amount of an asset. Specifically,
under the amendments, investment properties that are measured using the fair value model in
accordance with IAS 40 Investment Property are presumed to be recovered through sale for the
purposes of measuring deferred taxes, unless the presumption is rebutted in certain circumstances.
•
IFRS 10 -consolidated Financial Statements (applicable for financial years beginning on or after 1
January 2013) - IFRS 10 replaces the parts of IAS 27 Consolidated and Separate Financial Statements
that deal with consolidated financial statements. SIC-12 Consolidation - Special Purpose Entities has
been withdrawn upon the issuance of IFRS 10. Under IFRS 10, there is only one basis for
consolidation, that is control. In addition, IFRS 10 includes a new definition of control that contains
three elements: (a) power over an investee, (b) exposure, or rights, to variable returns from its
involvement with the investee, and (c) the ability to use its power over the investee to affect the amount
of the investor's returns. Extensive guidance has been added in IFRS 10 to deal with complex
scenarios.
•
IFRS 11- Joint Arrangements (applicable for financial years beginning on or after 1 January 2013) IFRS 11 replaces IAS 31 Interests in Joint Ventures. IFRS 11 deals with how a Joint arrangement of
which two or more parties have joint control should be classified. SIC-13 Jointly Controlled Entities Non-monetary Contributions by Venturers has been withdrawn upon the issuance of IFRS 11. Under
IFRS 11, joint arrangements are classified as joint operations or joint ventures, depending on the rights
and obligations of the parties to the arrangements. In contrast, under IAS 31, there are three types of
joint arrangements: jointly controlled entities, jointly controlled assets and jointly controlled operations.
In addition, joint ventures under IFRS 11 are required to be accounted for using the equity method of
accounting, whereas jointly controlled entities under IAS 31 can be accounted for using the equity
method of accounting or proportionate accounting.
•
IFRS 12 - Disclosure of Interests (applicable for financial years beginning on or after 1 January
2013) - IFRS 12 is a disclosure standard and is applicable to entities that have interests in subsidiaries,
joint arrangements, associates and/or unconsolidated structured entities. In general, the disclosure
requirements in IFRS 12 are more extensive than those in the current standards.
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BSPB Finance Public Limited Company
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
2

Accounting Policies - continued
(e) New standards and interpretation - continued
New standards and interpretation not yet adapted - continued
•
IFRS 13-Fair value measurement (effective to annual reporting periods beginning on or after 1
January 2013) - IFRS 13 establishes a single source of guidance for fair value measurements and
disclosures about fair value measurements. The Standard defines fair value, establishes a framework
for measuring fair value, and requires disclosures about fair value measurements. The scope of IFRS
13 Is broad; it applies to both financial instrument items and non-financial instrument items for which
other IFRSs require or permit fair value measurements and disclosures about fair value measurements,
except in specified circumstances. In general, the disclosure requirements in IFRS 13 are more
extensive than those required in the current standards. For example, quantitative and qualitative
disclosures based on the three-level fair value hierarchy currently required for financial instruments only
under IFRS 7 Financial Instruments: Disclosures will be extended by IFRS 13 to cover all assets and
liabilities within its scope.
•
IAS 27 (as amended in 2011) - Consolidated and Separate Financial Statements (effective to
annual periods beginning on or after 1 January 2013 - This standard excludes consolidation
requirements that now forms part of IFRS 10 -Consolidated Financial Statements. It establishes the
objectives of setting standards to be applied in accounting for investments in subsidiaries, jointly
ventures, and associates when an entity elects, or is required by local regulations, to present separate
(non-consolidated) financial statements.
•
IAS 28 (as amended in 2011) - Investment in Associates and Joint Ventures (effective to annual
periods beginning on or after 1 January 2013 - This standard supersedes IAS 28(2003)-lnvestment in
Associates. It establishes the accounting for investments in associates and sets out the requirement for
the application of the equity method when accounting for investments in associates and joint ventures.
IFRIC Interpretation 20 Stripping Costs in the Production Phase of a Surface Mine - effective for annual
periods beginning on or after 1 January 2013 - The Interpretation clarifies when production stripping
should lead to the recognition of an asset and how that asset should be measured, both initially and in
subsequent periods.
•
IAS 19 (as amended in 2011) - Employee Benefits (effective to annual period beginning on or after
1 July 2013). The amendments to IAS 19 change the accounting for defined benefit plans and
termination benefits. The most significant change relates to the accounting for changes in defined
benefit obligations and plan assets. The amendments require the recognition of changes in defined
benefit obligations and in fair value of plan assets when they occur, and hence eliminate the 'corridor
approach' permitted under the previous version of IAS 19 and accelerate the recognition of past service
costs. The amendments require all actuarial gains and losses to be recognised immediately through
other comprehensive income in order for the net pension asset or liability recognised in the
consolidated statement of financial position to reflect the full value of the plan deficit or surplus.
•
IFRS 9 - Financial instruments (applicable for financial years beginning on or after 1 January 2015)
- subject to EU endorsement. The new standard addresses classification and measurement of financial
assets. IFRS 9 replaces the multiple classification models in IAS 39 with a single model that has only
two classification categories: amortised cost and fair value. Classification under IFRS 9 is driven by the
entity's business model for managing financial assets and the contractual characteristics of the financial
assets. This will impact on the classification of the financial assets of the company when adopted.
None of the above amendments is expected to have a significant effect on the financial statements of
the Company.
The Company has not adopted any other new standards or interpretations that are not mandatory. The
directors anticipate that the adoption of those standards or interpretations will have no material impact
on the financial statements of the Company in the period of initial application.
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Accounting Policies - continued
(e) Functional currency
The Company's functional currency is US Dollars (the "USD") on the basis that the USD is the
currency in which the Company primarily operates and in which majority of its assets and liabilities
are denominated. However, the financial statements are presented in Euro "€° which is the
Company's reporting currency.
(f) Reporting currency
Assets and liabilities denominated in currencies other than Euro are translated to the reporting
currency € at the rate of exchange prevailing at the reporting date. All equity items other than the
results for the current year are translated at historical rates. Income and expense items are
translated at the average exchange rate for the year. The resultant exchange differences are
recognised directly in the statement of comprehensive income.
(g) Financial assets
The Company classifies its financial assets as loan and receivables. Purchases and sales of
financial assets are recognised on the trade date - the date on which the Company commits to
purchase or sell the asset. Financial assets are initially measured at fair value. Subsequent to initial
recognition these are recognised at amortised cost using the effective interest rate method less
impairment losses. Financial assets are de-recognised when the rights to receive cash flows from
the asset have expired or the Company has transferred substantially all risks and rewards of
ownership.
(h) Financial liabilities
Financial liabilities are initially recognised at fair value. Subsequently, these are stated at amortised
cost using the effective yield method.
(I) Use of estimates and Judgements
The preparation of the financial statements requires management to make judgments, estimates
and assumptions that may affect the application of accounting policies and the reported amounts of
assets, liabilities, income and expenses. Actual results may differ from these estimates. Estimates
and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised and in any future periods affected.
Estimates and underlying assumptions are reviewed on an ongoing basis.
Impairment of financial assets
Financial assets that are stated at cost or amortised cost are re-valued at each reporting date
whether there is objective evidence of impairment. Objective evidence that a financial asset is
impaired includes observable data that comes to the attention of the Company about certain loss
events including:
•
•
•
•
•
•

significant financial difficulty of the issuer or obligor;
a breach of contract, such as a default or delinquency in interest or principal payments;
the Company granting to the borrower, for economic or legal reasons relating to the borrower's
financial difficulty, a concession that the lender would not otherwise consider;
it becoming probable that the borrower will enter bankruptcy or other financial reorganisation;
the disappearance of an active market for that financial asset because of financial difficulties;
observable data indicating that there is a measurable decrease in the estimated future cash
flows from a group of financial assets since the initial recognition of those assets, although the
decrease cannot yet be identified with the individual financial assets in the group, including
adverse changes in the payment status of borrowers in the group or national or local economic
conditions that correlate with defaults on the assets in the group.
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Accounting policies - continued
(J) Interest income and expense
Interest income and expense is recognised in the statement of comprehensive income as it accrues,
using the original effective interest rate of the instrument calculated at the acquisition or origination
date. The effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts throughout the expected life of the financial instrument, or a shorter period where
appropriate, to the net carrying amount of the financial asset or financial liability. Interest income
includes the amortisation of any discount or premium, transaction costs or other differences
between the initial carrying amount of an interest-bearing instrument and its amount at maturity
calculated on an effective interest rate basis.
(k) Cash and cash equivalents
Cash and cash equivalents include cash in hand and deposits held at call with banks. Cash
equivalents are all short term highly liquid investments that are readily convertible to known
amounts of cash, are subject to an insignificant risk of change in value and are held for the purpose
of maintaining short term cash commitments rather than for investment or other purposes.
(1) Transaction costs
Transaction costs represent fees and commission paid to advisors of the transaction. These were
fully reimbursed by BSPB.
(m) Share capital
Ordinary shares are not redeemable, do not participate in the net income of the Company and are
classified as equity, as per the Company's articles of association.
(n) Taxation
Current tax is the expected tax payable on the taxable income for the year using tax rates
applicable to the Company's activities enacted or substantially enacted at the reporting date.
Deferred taxation is provided on all timing differences that have originated but not reversed at the
reporting date, where transactions or events that result in an obligation to pay more tax in the future
or a right to pay less tax in the future have occurred at the reporting date. Timing differences are
temporary differences between profits as computed for tax purposes and profits as stated in the
financial statements, which arise because certain items of income and expenditure in the financial
statements are dealt with in different years for tax purposes. Deferred tax is measured at the tax
rates that are expected to apply in years in which the timing differences are expected to reverse
based on tax rates and laws that have been enacted or substantially enacted by the reporting date.
Deferred tax is not discounted.
A deferred tax asset is recognised to the extent that it is probable that the future taxable profits will
be available against which the asset can be utilised. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that tax benefit will be
realised.
(o) Limited recourse and receivable/payable from/to the Noteholders
If the net proceeds of realisation of the assets secured as collateral against the Notes are less than
the aggregate amount payable by the Company to the Noteholders, the obligation of the Company
will be limited to such net proceeds, which shall be applied in accordance with the prospectus. In
such circumstances, the other assets (if any, including the issuer Irish account) of the Company will
not be available for payment of such shortfall, which shall be borne by the senior Noteholders, the
subordinated Noteholders and the other secured parties in accordance with the prospectus applied
at the time of final settlement. Interest expense payable to the Noteholders is calculated by the
calculation agent based on the applicable rate as defined in the prospectus.
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Administration expenses
Included in the administration expenses are amounts payable to auditors as follows:
Year ended
Year ended
31 December 2011 31 December 2010

-

audit of financial statements
other assurance services
tax advisory services
other non-audit services

€

€

12,000

12,000

5,000

5,000

_ _

17,000

The Company has no employees (2010: nil) and the directors received no remuneration during the
year (2010: nil). Accounting and other services have been outsourced.
4

Taxation on profit on ordinary activities

Year ended
31 December 2011
€

Corporation tax based on profit for the year

Year ended
31 December
2010
€

504

Under accrual in respect of prior year

-

69

A reconciliation of the current tax charge for the period to the current charge that would result from
applying the standard rate of Irish corporation tax to profit on ordinary activities is shown below.

Year ended
Year ended
31 December 2011 31 December 2010
Operating (loss)/profit before taxation
Operating (loss)/profit before taxation for the period multiplied
by the standard rate of Irish corporation tax at 12.5%
Income tax at higher rate
Unutilised tax losses
Utilisation of Losses forward
Under accrual in respect of prior year
Current tax charge for the year

€

€

2,270

(253)^

284
284

(32)
(32)
64

(64)
504

69
69

The Company is a qualifying Company within the meaning of Section 110 of the TCA, 1997. As such,
the profits are chargeable to corporation tax under Case III of Schedule D at a rate of 25% but are
computed in accordance with the provisions applicable to Case I of Schedule D. There was no deferred
tax during the year.
5

Loans and receivables - Loans
Year ended 31
Year ended
December 31 December
2011
2011
USD
€
Nominal value
Application of effective interest
rate
Carrying value of Loans

Year ended 31 Year ended 31
December
December
2010
2010
USD
€

100,000,000

75,840,000

100,000,000

74,840,000

2,543,607

1,929,072

1,494,464

1,118,457

102,543,607

77,769,072

101,494,464

75,958,457
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Loans and receivables - Loans - continued
The interest on the Loan is receivable semi-annualiy in arrears in equal instalments on 25 July and 25
January in each year commencing on 25 January 2008. Interest receivable at the end of the year is
€3,450,720 (2010: €3,383,391). The effective interest rate is calculated after taking into account the
increase in interest rate to 12% per annum from 25 July 2012.
The risks and uncertainties facing the Company relate primarily to the financial assets of the Company.
These risks are set out in Note 12 to the financial statements.

6

Receivables

Year ended
Year ended
31 December 2011 31 December 2010

€
3,450,720
27,804

Interest receivable on Loans
Other debtors

€
3,383,391
26,620
3,410,011

3,478,524
All debtors are due within one year.
7

Cash and cash equivalents
Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short term
highly liquid investments with original maturities of three months or less, and bank overdrafts. The total
amount of cash and cash equivalents held at 31 December 2011 was €50,731 (2010: €41,254)

8

Notes
Year ended
31 December
2011
USD

Year ended
Year ended
31 December 31 December
2011
2010
€
USD

Year ended
31 December
2010
€

Nominal value
Application of effective interest rate

100,000,000
2,543,607

75,840,000
1,929,072

100,000,000
1,494,464

74,840,000
1,118,457

Carrying value of Loans

102,543,607

77,769,072

101,494,464

75,958,457

Interest on the Notes is payable semi - annually in arrears in equal instalments on 25 July and 25
January in each year commencing on 25 January 2008. The effective interest rate is calculated after
taking into account the increase in interest rate to 12% per annum from 25 July 2012.
9

Payables

Interest payable on Notes
Other creditors
Corporation tax payable

Year ended
31 December 2011

3,450,720
35,326
189
3,486,235

Year ended
31 December 2010

3,383,391
26,620
3,410,011

10 Share capital - equity and ownership of the Company
Year ended
31 December 2011

Year ended
31 December 2010

€

€

Authorised
40,000 ordinary shares of €1 each

40,000

40,000

Allotted, called up and fully paid
40,000 ordinary shares of €1 each

40,000

40,000
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Ownership of the Company
The Company has issued its shares to seven shareholders. 39,994 shares of the 40,000 shares in
issue are held by TMF Management (Ireland) Limited on behalf of BSPB Finance Trust. The remaining
six shares are held by six individuals on behalf of TMF Management (Ireland) Limited, who in turn,
holds them on behalf of BSPB Finance Trust.

12

Financial risk management
The Company managers its capital to ensure that it is able to continue as a going concern while
maximising the return to stakeholders through the optimisation of the debt and equity balances.
There were no changes to the policies and procedures during the year with respect to the Company's
approach to its capital management program. The Company does not have any external imposed
capital requirements.
Categories of financial instruments
The Company's financial instruments include cash at bank, financial assets, Notes issued and other
accruals that arise directly from its operations.
The Company is exposed to a variety of financial risks: foreign exchange risk, interest rate risk, credit
risk, liquidity risk and concentration risk
(a) Foreign exchange risk
The Company's financial statements are presented in Euro while the functional currency is USD.
The Company seeks to reduce currency risk by financing liabilities in the same currency as the
relevant investment, which is disclosed in the notes 5 and 8.
Currency risk
31 December
2011
Euro
US Dollar

31 December
2010
Euro
US Dollar

Cash at
bank
€

Financial
assets
€

50,731

Other
financial
assets
€

78,535
81,219,792

(35,515)
(81,219,792)

43,020

81,298,327

(81,255,307)

43,020

Total
assets
€
67,874
79,341,848

Total
liabilities Net exposure
€
€
41,254
(26,620)
(79,341,848)

79,409,722

(79,368,468)

50,731

81,219,792

27,804

Cash at
bank
€

Financial
assets
€

Other
financial
assets
€
26,620

79,341,848
41,254

79,341,848

Total
liabilities Net exposure
€
€

27,804
81,219,792

41,254

Total
assets
€

26,620

41,254

The assets and liabilities have been converted at the following rates of exchange for the two periods
presented in the financial statements:
Year
2011
2010

Euro
1
1

USD
0.7584
0.7484
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(b) Interest rate risk
The Company's interest income and interest expense on Loans and receivables and Notes issued
respectively is matched and therefore there is no interest rate risk.
31 December 2011

Fixed rate
€

Non - interest bearing
€

Total
€

77,769,072
50,731
77,819,803

3,450,720
27,804
3,478,524

3,450,720
77,769,072
27,804
50,731
81,298,327

Notes and payables
Interest payable
Accrued expenses
Total

77,769,072
77,769,072

3,450,720
35,515
3,486,235

77,769,072
3,450,720
35,515
81,255,307

31 December 2010

Fixed rate Non - interest bearing
€
€

Total
€

Assets
Interest receivable
Loan and receivables
Other debtors
Cash and cash equivalents
Total
Liabilities

Assets
Interest receivable
Loan and receivables
Other debtors
Cash and cash equivalents
Total

75,958,457
75,958,457

3,383,391
26,620
41,254
3,451,265

3,383,391
75,958,457
26,620
41,254
79,409,722

Liabilities
Notes
Interest payable
Accrued expenses

75,958,457
-

3,383,391
26,620

75,958,457
3,383,391
26,620

Total

75,958,457

3,410,011

79,368,468

(c) Credit risk
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in
financial loss to the Company. It is the opinion of the Directors that the carrying amounts of the
financial assets represent the maximum credit risk exposure at the reporting date. In the case of
default on the assets, the Noteholders would bear the risk of default.
The maximum expose to credit risk at the reporting date was:

Loans
Interest receivable
Cash at bank
Debtors

31 December 2011
€

31 December 2010
€

77,769,072
3,450,720
50,731
27,804

75,958,457
3,383,391
41,254
26,620

81,298,327

79,409,722

Moody's credit rating of counterparties is as follows:

BSPB
Bank of Ireland

2011

2010

Ba3
Ba2

Ba3
Ba2
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(d) Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its obligations as they fall due.
The Company tries to match its financial liabilities to its assets to avoid significant elements of risk
generated by mismatches of investment performance against its obligations.
The following table details the Company's liquidity analysis for its financial liabilities. The table has
been drawn up based on the undiscounted gross cash flows on those financial liabilities that require
gross settlement.

2011

Less than 3
months
€

3months to 1
year
€

1 to 5 year
€

Over 5 years
€
75,840,000

3,450,720

6,617,030

31,336,454

8,645,216

35,515
3,486,235

6,617,030

31,336,454

84,485,216

Less than 3
months

3months to 1
year

1 to 5 year

Over 5 years

€

€

€

€
74,840,000

3,383,391

5,221,265

43,239,887

8,531,223

26,620
3,410,011

5,221,265

43,239,887

83,371,223

Notes
Interest payable
Other payables
and accrued
expense

2010
Notes
Interest payable
Other payables
and accrued
expense

(e) Concentration risk
Concentration risk can arise from the type of assets held in the portfolio, the maturity of assets, the
concentration of sources of funding, concentration of counterparties or geographical locations.
The Company is a special purpose entity set up for a particular series of transactions. It is not
possible to diversity the concentration risk arising from its operations.
(f)

Fair value
Fair Value is the amount at which a financial instrument could be exchanged in an arms length
transaction between informed and willing parties, other than a forced or liquidation sale and
excludes accrued interest.
31 December 2011

31 December 2010

Loans

Book value
€
75,840,000

Fair value
€
70,735,962

Book value
€
74,840,000

Fair value
€
78,117,992

Notes

75,840,000

70,735,962

74,840,000

78,117,992

13 Contingent liabilities and commitments
There were no contingent liabilities or commitments as of 31 December 2011 (2010: nil).
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14 Related party transactions
There were no significant related party transactions other than those disclosed in the directors' report.
15 Directors' interest in shares
According to the register of directors and secretaries, neither the directors nor the company secretary
has any interests in the share capital of the Company at 31 December 2011 or at any point during the
year 2011.
16 Charges
The Trust Deed dated 22 November 2006 and Principal Trust Deed dated 3 July 2007 have the effect,
under the laws of England, of creating a security interest over the assets and the Company's borrowings
are secured directly over its assets.
17 Significant and Subsequent events
There were no significant subsequent events other than those disclosed in the directors' report.
18 Approval of financial statements
The financial statements were approved and authorised for issue, by the Board on 9 May 2012.
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