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CLARIS 2 LIMITED

DIRECTORS AND OTHER INFORMATION

DIRECTORS

The Directors who held office during the year and subsequently were:-

G.P. Essex-Cater (resigned 20th March 2018)
S.J. Hopkins (resigned 19th October 2018)
J.D. Wiseman

A. Orosco

R. Go (appointed 19th October 2018)
SECRETARY

The Company Secretary is Sanne Secretaries Limited.

REGISTERED OFFICE

The registered office was 13 Castle Street, St Helier, Jersey, Channel Islands, JE4 SUT until 3rd September 2018, on
which date the registered address changed to IFC 5, St Helier, Jersey, JE1 1ST.

ARRANGER, CALCULATION AGENT AND SWAP COUNTERPARTY
Société Générale ("SG")

29 Boulevard Haussmann, 75009, Paris, France

CUSTODIAN, ISSUING AND PAYING AGENT AND BANKERS

HSBC Bank plc
8 Canada Square, London, E14 SHQ

LEGAL ADVISORS

Walkers
Walker House, 28-34 Hill Street, St Helier, Jersey, JE4 8PN

TRUSTEES

HSBC Corporate Trustee Company (UK) Limited
Level 24, 8 Canada Square, London, E14 5SHQ

HSBC Trustee (C.I.) Limited
HSBC House, Esplanade, St Helier, Jersey, JE1 1GT

INDEPENDENT AUDITOR

Mazars Channel Islands Limited
Mielles House, La Rue des Milles, St Helier, Jersey, JE2 3QD




CLARIS 2 LIMITED

REPORT OF THE DIRECTORS

The Directors present their annual report and the audited financial statements of Claris 2 Limited (the "Company") for
the year ended 30th June 2018.

INCORPORATION

The Company was incorporated in Jersey, Channel Islands on 23rd October 2002 as a private company limited by
shares.

ACTIVITIES

The principal activity of the Company is the issue of Limited Recourse Notes ("Notes") in separate series under the
terms of the Offering Circular dated 2nd April 2004, and last updated on 6th July 2018, under a € 20,000,000,000
secured note programme with Claris Limited, Claris III Limited and Claris IV Limited, all of which are companies
incorporated in Jersey, Channel Islands, and Iris SPV Public Limited Company and Iris II SPV Designated Activity
Company, both of which are companies incorporated in Ireland. The proceeds from the issue of each series of Notes
were used to acquire securities and/or to enter into credit default swap ("CDS") and interest rate swap ("IRS")
transactions with Société Générale ("SG"). The Notes are only intended for sophisticated and knowledgeable investors
who are capable of understanding and evaluating the risks involved in investing in the Notes. Four Series (2017: five
Series) are listed on The International Stock Exchange ("ISE"), four Series (2017: four Series) are listed on the Euronext
Dublin and fourteen Series (2017: sixteen Series) are not listed on a recognised stock exchange.

PRINCIPAL RISKS AND UNCERTAINTIES

The major risks associated with the Company's business are currency risk, interest rate risk, credit risk and liquidity risk.
The Company has established policies for managing these risks. The policies and the exposure thereto are detailed in
note 19 to the financial statements.

SUBSEQUENT EVENTS

As disclosed in note 17, there were two redemptions between the statement of financial position date and the date of
approval of the financial statements. There were no other significant events subsequent to the year end. No credit events
have occurred after the year end.

DIRECTORS' AND SECRETARY'S INTERESTS

The Directors and Secretary who served during the year are listed on page 1. The Directors and Secretary who held
office at 30th June 2018 did not hold any shares in the Company at that date, or during the year.

RESULTS AND DIVIDENDS
The profit for the year amounted to € 282 (2017: € 285).
Interim dividend of £ 250 was approved on 9th August 2017 (2017: € nil).

INDEPENDENT AUDITOR

Mazars Channel Islands Limited was appointed as auditor and has expressed its willingness to continue in office.




CLARIS 2 LIMITED

REPORT OF THE DIRECTORS - (CONTINUED)

STATEMENT OF DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE FINANCIAL STATEMENTS

The Directors are responsible for preparing the Report of the Directors and the financial statements in accordance with
applicable law and regulations.

The Directors are required to prepare financial statements for each financial year under the Companies (Jersey) Law
1991. As permitted by that law, the Directors have elected to prepare the financial statements in accordance with
International Financial Reporting Standards ("IFRSs") as issued by the International Accounting Standards Board. The
financial statements are required to give a true and fair view of the state of affairs of the Company and the profit or loss
of the Company for that year.

International Accounting Standard 1 requires that financial statements present fairly for each financial year the
Company's financial position, financial performance and cash flows. This requires the faithful representation of the
effects of transactions, other events and conditions in accordance with the definitions and recognition criteria for assets,
liabilities, income and expenses set out in the International Accounting Standards Board's 'Conceptual Framework for
Financial Reporting'. In virtually all circumstances, a fair presentation will be achieved by compliance with all applicable
IFRSs.

In preparing these financial statements, the Directors are also required to:
e properly select and apply accounting policies;

» present information, including accouanting policies, in a manner that provides relevant, reliable, comparable and
understandable information;

¢ provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient to enable
users to understand the impact of particular transactions, other events and conditions on the Company's financial
position and financial performance; and

» make an assessment of the Company's ability to continue as a going concern.

The Directors are also responsible for keeping adequate accounting records that are sufficient to show and explain its
transactions and disclose with reasonable accuracy at any time the financial position of the Company and enable them to
ensure that the financial statements comply with the Companies (Jersey) Law 1991. 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.

The Directors confirm they have complied with the above requirements throughout the year and subsequently.

BY ORDER OF THE BOARD

Authorised Signatory
Sanne Secretaries Limited
Secretary

Date: 29th April 2019




VRS M A Z AR S

Independent auditor’s report to the members of Claris 2
Limited

Opinion

We have audited the financial statements of Claris 2 Limited (the ‘company’) for the year
ended 30 June 2018 which comprise the Statement of Financial Position, Statement of Profit
and Loss and Other Comprehensive Income, Statement of Changes in Equity, Statement of
Cash Flows and notes to the financial statements, including a summary of significant
accounting policies. The financial reporting framework that has been applied in their
preparation is applicable law and International Financial Reporting Standards (IFRSs) as
issued by the International Accounting Standards Board.

In our opinion, the financial statements:

e give a true and fair view of the state of the company’s affairs as at 30 June 2018 and
of its profit for the year then ended;

e have been properly prepared in accordance with IFRS as issued by the International
Accounting Standards Board;

e have been prepared in accordance with the requirements of the Companies (Jersey)
Law 1991.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs
(UK)) and applicable law. Our responsibilities under those standards are further described in
the Auditor’s responsibilities for the audit of the financial statements section of our report.
We are independent of the company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the FRC’s Ethical
Standard as applied to listed entities and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs
(UK) require us to report to you where:

e the directors’ use of the going concern basis of accounting in the preparation of the
financial statements is not appropriate; or

e the directors have not disclosed in the financial statements any identified material
uncertainties that may cast significant doubt about the company’s ability to continue
to adopt the going concern basis of accounting for a period of at least twelve months
from the date when the financial statements are authorised for issue.

Mazars - 2nd Floor - Mielles House - La Rue des Mielles - St Helier - Jersey - JE2 3QD
Tel: +44 (0)1534 710600 - Fax: +44 (0)1534 710601

Mazars is the trading name of Mazars Channel Islands Limited which is part of Mazars, an international advisory and accountancy organisation

Mazars Channel Islands Limited is registered in Jersey with registered number 98418 and with its registered office at:
2nd Floor, Mielles House, La Rue des Mielles, St Helier, Jersey, JE23QD

Registered to carry on audit work in the UK by the Institute of Chartered Accountants in England and Wales



MAZARS

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the financial statements of the current period and include the most
significant assessed risks of material misstatement (whether or not due to fraud) we identified,
including those which had the greatest effect on: the overall audit strategy, the allocation of
resources in the audit; and directing the efforts of the engagement team. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters.

Management relies on Société Générale (the arranging
bank and swap counterparty) as management’s expert for
the determination of the fair values of financial
instruments.

We deem this as a Key Audit Matter due to the significant
judgement involved in arriving at the fair values of Level 2
and 3 financial instruments. Since all categories of financial
instruments measured at fair value through profit or loss are
individually material (except for credit default swaps), a
material misstatement in one may lead to a material
misstatement in the financial statements.

Key audit | Why we consider it as Key audit matter How we addressed it
matter
Valuation | The company has issued Limited Recourse Notes Payable | We  reviewed  the
of financial | (“Notes”) under a € 20,000,000,000 secured note | appropriateness and
instruments | programme. The net proceeds from the issue of each series | classification of
measured | of Notes were used to acquire securities (‘“Mortgaged | financial instruments
at fair Property”) and/or to enter into interest rate swaps ("IRS") | as Level 2 or 3 within
value and credit default swaps ("CDS") transactions with Société | the fair value hierarchy
through Générale ("SG"). As per the financial statements, the fair | in accordance with
profit or values of the respective financial instruments are as below; | IFRS13.
loss . }
. . Note in the We obtained the .falr
Financial ; value calculations
. EUR financial
instrument from management and
statements .
Mortgaged engaged our internal
property 527,510,275 2 and 20 quantitative valuation
Notes at FVTPL | (563929,147) | 9and22 || SXPens foreviewona
sample basis and in
Interest rate swaps 5 SEESTENTE with
assets 52,820,180 market valuation
I.nte.rf:s.t rate swaps (16,526,297) standards, the fair
liabilities 5 values of the
Credit default mortgaged  property
Swaps assets 124,990 4 and the derivatives

from which the fair
value of the notes are
derived.

As a result of the
procedures performed,
no material exceptions
were noted in the fair
values of the financial
instruments or their

classification.

Mazars - 2nd Floor - Mielles House - La Rue des Mielles - St Helier - Jersey - JE2 3QD
Tel: +44 (0)1534 710600 - Fax: +44 (0)1534 710601

Mazars is the trading name of Mazars Channel islands Limited which is part of Mazars, an international advisory and accountancy organisation

Mazars Channel Islands Limited is registered in Jersey with registered number 98418 and with its registered office at:
2nd Floor, Mielles House, La Rue des Mielles, St Helier, Jersey, JE2 3QD

Registered to carry on audit work in the UK by the Institute of Chartered Accountants in England and Wales




MAZARS

Our application of materiality

The scope of our audit was influenced by our application of materiality. We set certain
quantitative thresholds for materiality. These, together with qualitative considerations, helped
us to determine the scope of our audit and the nature, timing and extent of our audit procedures
on the individual financial statement line items and disclosures and in evaluating the effect of
misstatements, both individually and on the financial statements as a whole. Based on our
professional judgement, we determined materiality for the financial statements as a whole as
follows:

Overall materiality EUR 9.4M
How we determined it 1% of Total Assets

Rationale for benchmark | In determining our materiality we considered financial
applied metrics which we believed to be relevant. As the company
was not set up to make profits we concluded that Total
Assets were the most relevant benchmark. We believe that
the benchmark reflects the nature and focus of the
company’s operations which is primarily the issue of
Limited Recourse Notes to acquire assets.

Performance Materiality | Performance materiality is set to reduce to an appropriately
low level the probability that the aggregate of uncorrected
and undetected misstatements in the financial statements
exceeds materiality for the financial statements as a whole.
Performance materiality of EUR 7.1M was applied.

Reporting threshold We agreed with the Board that we would report to them
misstatements identified during our audit above our
triviality threshold and this was set at EUR 0.28M, as well
as misstatements below that amount that, in our view,
warranted reporting for qualitative reasons.

An overview of the scope of our audit

As part of designing our audit, we determined materiality and assessed the risk of material
misstatement in the financial statements. In particular, we looked at where the directors made
subjective judgements such as making assumptions on significant accounting estimates.

We gained an understanding of the legal and regulatory framework applicable to the
company, the structure of company and the industry in which it operates. We considered the
risk of acts by the company which were contrary to the applicable laws and regulations
including fraud. We designed our audit procedures to respond to those identified risks,
including non-compliance with laws and regulations (irregularities) that are material to the
financial statements.

We focused on laws and regulations that could give rise to a material misstatement in the
financial statements, including, but not limited to, the Companies (Jersey) Law 1991.

Mazars - 2nd Floor - Mielles House - La Rue des Mielles - St Helier - Jersey - JE2 3QD
Tel: +44 (0)1534 710600 - Fax: +44 (0)1534 710601

Mazars is the trading name of Mazars Channel Islands Limited which is part of Mazars, an international advisory and accountancy organisation

Mazars Channel Islands Limited is registered in Jersey with registered number 98418 and with its registered office at:
2nd Floor, Mielles House, La Rue des Mielles, St Helier, jersey, |E2 3QD

Registered to carry on audit work in the UK by the Institute of Chartered Accountants in England and Wales,



MAZARS

We tailored the scope of our company audit to ensure that we performed sufficient work to
be able to give an opinion on the financial statements as a whole. We used the outputs of a
risk assessment, our understanding of the company’s accounting processes and controls and
its environment and considered qualitative factors in order to ensure that we obtained
sufficient coverage across all financial statement line items.

Our tests included, but were not limited to, obtaining evidence about the amounts and
disclosures in the financial statements sufficient to give reasonable assurance that the
financial statements are free from material misstatement whether caused by irregularities
including fraud or error, review of minutes of directors’ meetings in the year and enquiries of
management. As a result of our procedures, we did not identify any Key Audit Matters
relating to irregularities, including fraud.

The risks of material misstatement that had the greatest effect on our audit, including the
allocation of our resources and effort, are discussed under “Key audit matters” within this
report.

Other information

The directors are responsible for the other information. The other information comprises the
information included in the ‘Annual Report and Audited Financial Statements’ other than the
financial statements and our auditor’s report thereon. Our opinion on the financial statements
does not cover the other information and, except to the extent otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to
be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the
financial statements or a material misstatement of the other information. If, based on the work
we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact.

We have nothing to report in this regard.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies (Jersey)
Law 1991 requires us to report to you if, in our opinion:

e proper accounting records have not been kept by the company, or returns adequate for
our audit have not been received from branches not visited by us; or

o the financial statements are not in agreement with the accounting records and returns; or
we have not received all the information and explanations we require for our audit.

Mazars - 2nd Floor - Mielles House - La Rue des Mielles - St Helier - Jersey - JE2 3QD
Tel: +44 (0)1534 710600 - Fax: +44 (0)1534 710601

Mazars is the trading name of Mazars Channel Islands Limited which is part of Mazars, an international advisory and accountancy organisation

Mazars Channel Islands Limited is registered in Jersey with registered number 98418 and with its registered office at:
2nd Floar, Mielles House, La Rue des Mielles, St Helier, Jersey, JE2 3QD

Registered to carry on audit work in the UK by the Institute of Chartered Accountants in England and Wales



MAZARS

Responsibilities of Directors

As explained more fully in the directors’ responsibilities statement set out on page 3, the
directors are responsible for the preparation of the financial statements and for being satisfied
that they give a true and fair view, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the
company’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless the directors either
intend to liquidate the company or to cease operations, or have no realistic alternative but to
do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered matertal if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located
on the Financial Reporting Council’s website at www.frc.org.uk/auditorsresponsibilities.
This description forms part of our auditor’s report.

Use of the audit report

This report is made solely to the company’s members as a body in accordance with Article
113A of the Companies (Jersey) Law 1991. Our audit work has been undertaken so that we
might state to the company’s members those matters we are required to state to them in an
auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the company and the company’s
members as a body for our audit work, for this report, or for the opinions we have formed.

b L1,

J R Lees-Baker

For and on behalf of
Mazars

Chartered Accountants

Date: 24 Need 200
Mazars - 2nd Floor - Mielles House - La Rue des Mielles - St Helier - Jersey - JE2 3QD
Tel: +44 (0)1534 710600 - Fax: +44 (0)1534 710601

Mazars is the trading name of Mazars Channel Islands Limited which is part of Mazars, an international advisory and accountancy organisation

Mazars Channel islands Limited is registered in Jersey with registered number 98418 and with its registered office at:
2nd Floor, Mielles House, La Rue des Mielles, St Helier, Jersey, |E2 3QD

Registered to carry on audit work in the UK by the Institute of Chartered Accountants in England and Wales



CLARIS 2 LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT 30TH JUNE 2018

ASSETS

Non derivative financial assets at fair value through profit or loss
Loans and receivables

Interest rate swaps

Credit default swaps

Receivables and prepayments

Cash and cash equivalents

TOTAL ASSETS

EQUITY AND LIABILITIES
Capital and reserves

Share capital

Retained earnings

TOTAL EQUITY

Liabilities

Non derivative financial liabilities at fair value through profit or loss

Other habilities
Interest rate swaps
Payables

TOTAL EQUITY AND LIABILITIES

The financial statements on pages 9 to 33 were approved and authorised for issue by the Board of Directors on the 29th

day of April 20}9 and were signed on its behalf by:

Director:

Notes

2,20
3,21

~ N

9,22
10,23
5
11

€

2018

527,510,275
351,710,520
52,820,180
124,990

848

127,885

2017

617,731,563
396,013,509
56,634,685
145,364
4,659,328
121,295

932,294,698 €

1,075,305,744

16 16
4,564 4,558

4,580 4,574
563,929,147 627,340,384
351,710,520 396,013,509
16,526,297 47,171,228
124,154 4,776,049

932,294,698 €

1,075,305,744

(The notes on pages 13 to 33 form part of these financial statements)




CLARIS 2 LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30TH JUNE 2018

NET GAIN/(LOSS) ON FINANCIAL INSTRUMENTS

Non derivative financial assets at fair value through profit or loss
Non derivative financial liabilities at fair value through profit or loss
Derivative financial instruments at fair value through profit or loss
Net income on loans and receivables

Net expense on other liabilities

INTEREST AND SIMILAR ITEMS
Deposit interest

Transaction fee income

Utilisation of upfront swap amouants

EXPENDITURE

Administration fees

Management fees

Legal and professional fees

Annual trustee fees

Audit fees

Bank overdraft interest and charges
Fiscal fees

Foreign exchange (gain)/loss

NET PROFIT AND TOTAL COMPREHENSIVE INCOME FOR

THE YEAR ATTRIBUTABLE TO EQUITY SHAREHOLDERS

Other comprehensive income

4!

2018 2017
( 25,716,713) 19,541,359
( 6,157,405) (  24,689,771)
31,874,118 5,148,412
5,276,602 17,610,435
( 5276,602) (  17,610,435)
1,043 130
282 285
68,218 123,292
69,543 123,707
35,630 16,764
- 5,540
17,883 41,809
599 570
18,282 18,281
1,297 3,076
5 9,984
( 4,430) 27,398
69,261 123,422
282 285

There were no items of other comprehensive income in either the current year or prior year.

(The notes on pages 13 to 33 form part of these financial statements)
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CLARIS 2 LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30TH JUNE 2018

Balance at 1st July 2016

Total comprehensive income for the year

Balance at 30th June 2017 €

Balance at 1st July 2017
Total comprehensive income for the year
Transactions with owners:

Dividend paid

Balance at 30th June 2018 €

Share Retained
capital earnings Total
16 4,273 4,289
285 285
16 4,558 € 4,574
16 4,558 4,574
282 282
276) ( 276)
16 4564 € 4,580

(The notes on pages 13 to 33 form part of these financial statements)
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CLARIS 2 LIMITED

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 30TH JUNE 2018

Notes

Cash flows from operating activities
Total comprehensive income for the year
Decrease/(increase) in receivables and prepayments
(Decrease)/increase in payables
Foreign exchange (gain)/loss
Net (gain)/loss on financial instruments:

- Non derivative financial assets at fair value through profit or
loss

- Non derivative financial liabilities at fair value through profit or
loss

- Derivative financial instruments at fair value through profit or loss
- Interest income on loans and receivables

- Interest expense on other liabilities

Net cash generated from/(used in) operating activities

Cash flows from investing activities

Proceeds on sale of financial assets and derivative financial instruments
Income received on financial assets at fair value through profit or loss
Principal received on loans and receivables

Loan interest received

Swap amounts received

Swap amounts paid

Net cash flows generated from investing activities

Cash flows from financing activities

Payments on redemption of limited recourse notes
Note interest paid

Principal paid on other liabilities

Interest paid on other liabilities

Dividend paid

Net cash flows used in financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Effect of exchange rate fluctuations on cash held

Cash and cash.equivalents at the end of the year 7

2018 2017
282 285
4,658,480  ( 4,652,954)
( 4,651,895) 4,490,914
( 4,430) 27,398
25,716,713  ( 19,541,359)
6,157,405 24,689,771
( 31,874,118) ¢ 5,148,412)
( 5276,602) ( 17,610,435)
5,276,602 17,610,435
2437 134,357)
50,249,379 -
14,883,196 18,689,676
37,522,503 31,775,830
18,966,859 16,652,064
21,995,020 20,402,490
( 17,558,956) (  16,222,104)
126,058,001 71,297,956
( 47,360,522) :
( 22208,118) (  22,870,062)
( 37,522,503) (31,775,830
(18,966,859 (  16,652,064)
( 276) -
( 126,058278) (  71,297,956)
2,160  ( 134,357)
121,295 283,050
4430 27,398)
127,885 121,295

(The notes on pages 13 to 33 form part of these financial statements)

12



CLARIS 2 LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30TH JUNE 2018

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting

These financial statements have been prepared in accordance with International Financial Reporting Standards ("IFRS")
issued by the International Accounting Standards Board ("IASB") and interpretations issued by the IFRS Interpretations
Committee. The financial statements have been prepared under the historical cost convention as modified by the
revaluation of financial instruments held at fair value through profit or loss. Assets and liabilities have been presented in
the statement of financial position in their order of increasing liquidity as permitted by IAS 1, Presentation of Financial
Statements. The significant accounting policies used are set out below and have been consistently applied to both years

presented.

Going concern

The Company's debt funding has been provided by the Note holders, whose recourse to the assets of the Company are
limited to those aggregate net assets designated as payment to Société Générale (the "Swap Counterparty” or "SG") and
maturity/redemption of the Limited Recourse Notes (the "Notes") at below nominal value. These may include bankruptcy

credit events, downgrade events and restructuring.

The recourse of the Note holders (o the assets of the Company is limited to those aggregate net assets designated as
Mortgaged Property (assets acquired and other agreements) for the particular series of Notes held owing to their limited
recourse nature and who have no right to petition for insolvency proceedings against the Company in the event that the
aggregate proceeds from the realisation of the Mortgaged Property are insufficient to repay the principal amount of the

Notes. From a Note holder point of view, defaults on any one particular series cannot impact any other series.

As such, the Directors have a reasonable expectation that the Company has adequate resources to continue in operational
existence for the foreseeable future. Accordingly, the Directors continue to adopt the going concern basis in preparing

these financial statements.

New Accounting Standards, amendments to existing Accounting Standards and/or interpretations of existing
Accounting Standards (separately or together, ''New Accounting Requirements') adopted during the current year

The Directors have assessed the impact, or potential impact, of all New Accounting Requirements. In the opinion of the
Directors, other than those listed below, there are no mandatory New Accounting Requirements applicable in the current
year that are relevant and/or material to the Company. Consequently, no such mandatory New Accounting Requirements

are listed.

IAS 7, "Statement of Cash Flows" (amendments) — effective for accounting periods commencing on or after 1st Januar
gp g Y

2017 (early adoption is permitted)

IAS 7 has been amended to improve disclosure on an entity’s liabilities. The amendments require disclosures that enable
users of financial statements to evaluate changes in liabilities arising from financing activities, including both changes
arising from cash flow and non-cash changes. One way to meet this new disclosure requirement is to provide a
reconciliation between the opening and closing balances for liabilities arising from financing activities. See reconciliation

below for financial liabilities at fair value through profit or loss (FVTPL).

30th June 17 Cash Non-cash flows 30th June 18

€ € € €

Financial liabilities at FVTPL 627,340,384  ( 47,360,522) ( 16,050,715) 563,929,147
Other liabilities 396,013,509 ( 37,522,503) ( 6,780,486) 351,710,520

Non-mandatory New Accounting Requirements not yet adopted

The following applicable New Accounting Requirements have been issued. However, these New Accounting
Requirements are not yet mandatory and have not yet been adopted by the Company. All other non-mandatory New
Accounting Requirements are either not yet permitted to be adopted, or would have no material effect on the reported

performance, financial position, or disclosures of the Company and consequently have neither been adopted, nor listed.

13



CLARIS 2 LIMITED

NOTES TO THE FINANCIAL STATEMENTS - (CONTINUED)

FOR THE YEAR ENDED 30TH JUNE 2018

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)
Non-mandatory New Accounting Requirements not yet adopted - (continued)

IFRS 9, "Financial Instruments" (Replacement of IAS 39 — "Financial Instruments: Recognition and Measurement") —
effective date 1st January 2018

IFRS 9 addresses the recognition, classification and measurement of financial assets and financial liabilities and replaces
most of the guidance in [AS 39.

IFRS 9 requires financial assets to be classified into the following measurement categories: (i) those measured at fair
value through profit or loss; (ii) those measured at fair value through other comprehensive income; and, (iii) those
measured at amortised cost. The determination is made at initial recognition. Unless the option to designate a financial
asset as measured at fair value through profit or loss is applicable, the classification depends on the entity’s business
model for managing its financial instruments and the contractual cash flow characteristics of the instrument.

IFRS 9 also replaces the "incurred loss" model in IAS 39 with an "expected credit loss" model for the measurement of
impairment loss. The new model applies to financial assets that are not measured at fair value through profit or loss.

For financial liabilities, the standard retains most of the IAS 39 requirements. The main change is that, in cases where the
fair value option is taken for financial liabilities, the part of a fair value change due to an entity’s own credit risk is
recorded in other comprehensive income rather than the income statement, unless this creates an accounting mismatch.

The mandatory effective date for application of IFRS 9 is for accounting periods beginning on or after 1st January 2018,
but early adoption is permitted at any time. The Company intends to adopt IFRS 9 no later than the mandatory effective
date. In the Directors' opinion, adoption of IFRS 9 would have no material impact on the recognition, measurement or
disclosures relating to its financial instruments since they are already designated at fair value through profit or loss. Loans
and receivables are measured at amortised cost under IAS 39 and will be classified at amortised cost upon adoption of
IFRS 9. Further as disclosed in note 19, the Company itself is not exposed to credit risk.

IFRS 15, "Revenue from Contracts with Customers" (Replacement of IAS 18 — "Revenue") — effective date Ist January
2018

A five-step model is applied to determine when to recognise revenue, and at what amount. Revenue is recognised when
(or as) a company transfers control of goods or services to a customer at the amount to which the Company expects to be
entitled. Depending on whether certain criteria are met, revenue is recognised either over time, in a manner that best
reflects the Company’s performance, or at a point in time, when control of the goods or services is transferred to the
customer.

In the Directors' opinion, adoption of IFRS 15 had no material impact on the recognition, measurement or disclosures
relating to its financial statements.

Critical accounting judgements and key sources of estimation uncertainty

The preparation of financial statements in accordance with IFRS requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of income and expense during the year. Actual results could
differ from those estimates.

There were no significant areas of uncertainty except for the estimation of the fair values of the Company's financial
instruments as set out below and in note 19. There were no significant areas of judgement in applying accounting policies
except for the designation/classification of all financial assets and financial liabilities at fair value through profit or loss
as set out below.

Due to the limited recourse nature of each series of Notes issued, any differences between the estimated fair values and
the realisable values of such financial instruments would be borne by the Note holders and would have no net effect on
the Company's overall financial position or results.
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NOTES TO THE FINANCIAL STATEMENTS - (CONTINUED)

FOR THE YEAR ENDED 30TH JUNE 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. After initial measurement, such financial assets are subsequently measured at amortised cost using the
effective interest method ("EIR"), less impairment. Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the EIR. The EIR amortisation is included in the
statement of profit or loss and other comprehensive income. The losses arising from impairment are recognised in the
statement of profit or loss and other comprehensive income.

In the Directors' opinion, due to the limited recourse nature of the Notes issued, the value of each separate series of Notes
is equal to the aggregate amortised cost of the loans and receivables relating to each separate series. From the perspective
of the Company, any change in the amortised cost of the loans and receivables would be matched by an equal and
opposite change in the value of the Notes. Consequently, although the Note holders are exposed to changes in the
amortised cost of the loans and receivables, the Company itself is not exposed. Therefore, if any error was to occur in
measuring the amortised cost of the loans and receivables, this would result in an equal and opposite error in measuring
the Notes, with no impact on the profit for the year or on total shareholders’ equity.

Impairment of assets

No impairment review is required by IAS 39 for financial assets at fair value through profit or loss. All other financial
assets are assessed for indicators of impairment at each reporting date. Financial assets are impaired where objective
evidence exists that, as a result of one or more events that occurred after the initial recognition of the financial asset, the
estimated future cash flows of the investment have been negatively impacted.

Financial assets and financial liabilities at fair value through profit or loss, including derivative financial
instruments

In accordance with IAS 39, "Financial Instruments: Recognition and Measurement", a financial instrument is classified at
fair value through profit or loss if it is either held for trading, or designated as such upon initial recognition. Financial
instruments at fair value through profit or loss are measured at fair value, and fair value changes thereon are recognised in
the statement of profit or loss and other comprehensive income in the period in which they arise.

Under [AS 39, all derivative transactions, except designated and effective hedging instruments, are held for trading. The
Company's derivative transactions have not been designated as hedging instruments in accordance with IAS 39.
Consequently, these transactions are classified as held for trading, with all gains and losses on such transactions being
recognised in profit or loss. Where a derivative transaction forms part of the Mortgaged Property for a series, the
Company has designated its associated investments held and its Notes issued as at fair value through profit or loss as
permitted by IAS 39, as this results in more relevant financial information because it eliminates, or significantly reduces,
the measurement and recognition inconsistencies that would result from measuring its derivative financial instruments at
fair value, with the gains, or losses, on such financial instruments being recognised in profit or loss, whilst measuring its
associated investments held and its Notes issued at amortised cost.

The Company applies the requirements in IAS 1 in classifying assets and liabilities as current or non-current. Assets and
liabilities that the Company expects to realise or due to be settled within twelve months after year end are classified as
current. The Company classifies all other assets and liabilities as non-current. The derivative financial instruments are
expected to be realised or settled at the settlement date of the related financial instruments. Therefore the current and non-
current classification of the derivative financial instruments follow the classification of the related financial instruments.

Purchases and sales of financial assets are recognised on the trade date, the date on which the Company commits to
purchase or sell the financial asset. Financial instruments are initially recognised at fair value and transaction costs for all
financial assets and financial liabilities carried at fair value through profit or loss are expensed as incurred. Subsequent
changes in the fair value of such financial instruments, aggregated with realised profits and losses on disposal/redemption
thereof and amounts received and paid thereon, are recognised in the statement of profit or loss and other comprehensive
income in the year in which they arise.
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NOTES TO THE FINANCIAL STATEMENTS - (CONTINUED)

FOR THE YEAR ENDED 30TH JUNE 2018

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

Financial assets and financial liabilities at fair value through profit or loss, including derivative financial
instruments (continued)

The Company may use derivative financial instruments such as interest rate swaps ("IRS") and credit default swaps
("CDS") to economically hedge its risks associated primarily with interest rate movements and credit defaults. In such
cases, both the hedged item and the derivative financial instrument are recognised at fair value on the date on which a
derivative contract is entered into and are subsequently re-measured at their fair value. All derivatives are carried as an
asset when the fair value is positive, or as a liability when the fair value is negative. The best evidence of the fair value
of a derivative at initial recognition is the transaction price (i.e. the fair value of the consideration given or received).
Subsequent changes in the fair value of any derivative instrument and any realised gains and losses are recognised
immediately in the statement of profit or loss and other comprehensive income.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
derecognised when the rights to the cash flows on that financial asset are cancelled, expired or are transterred to another
party, or if the Company retains the contractual rights but enters into a contract under which the relevant cash flows must
be duly paid under a 'pass-through arrangement’. A financial liability (or, where applicable, a part of a financial liability
or part of a group of similar financial liabilities) is derecognised when the obligation is discharged or cancelled or
expired.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held on call with banks and other short-term highly liquid
investments with original maturities of three months or less.

Other liabilities

Other liabilities are non-derivative financial liabilities with fixed or determinable payments. The Company initially
recognises Notes payable on the trade date, which is the date that the Company becomes a party to the contractual
provisions of the instrument. After initial measurement, such financial liabilities are subsequently measured at amortised
cost using the effective interest method ("EIR"). Amortised cost is calculated by taking into account any discount or
premium on issuance that are an integral part of the EIR. The EIR amortisation is included in interest expense in the
statement of profit or loss and other comprehensive income.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when there is a
legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis, or realise the
asset and settle the liability simultaneously.

Fair value estimation

All fair values used in the preparation of these financial statements have been provided to the Directors by SG, the
arranging investment bank, upon whom the Directors rely as an expert provider of such valuations. The actual realisable
value of the Company's financial instruments may differ from such fair values.

The Company invests in and enters into a variety of financial instruments and derivative transactions (together "financial
instruments"). Where these financial instruments are traded in an active market, the fair values are based upon quoted
market prices. Where these financial instruments are not traded in an active market, the fair values are determined by
using valuation techniques developed by SG. The valuations are produced using a variety of methods and using
assumptions that are based on market conditions existing at each reporting date, which may, or may not, be supported by
prices from current market transactions or observable market data. Valuation techniques used include the use of
comparable recent arm’s length transactions, discounted cash flow analysis and other valuation techniques commonly
used by market participants.

16



CLARIS 2 LIMITED

NOTES TO THE FINANCIAL STATEMENTS - (CONTINUED)

FOR THE YEAR ENDED 30TH JUNE 2018

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

Fair value estimation - (continued)

The majority of the inputs and assumptions used in calculating the fair values were based on observable inputs. Where
unobservable inputs were used in calculating the fair values, reasonably possible changes to such inputs should not
materially affect the calculations of the fair values. If third party independent prices were available for the financial
instruments, or if different methods and/or assumptions were used, the valuations might be different from those presented
and those differences could be material. Therefore, the realisable value of the financial instruments may differ
significantly from the recorded fair value. The possible outcome of these uncertainties cannot be reliably determined at
present.

In the Directors' opinion, due to the limited recourse nature of the Notes issued, the aggregate fair value of each separate
series of Notes is equal to the aggregate fair value of the Mortgaged Property and derivatives relating to each separate
series. From the perspective of the Company, any change in the sum of the fair value of the Mortgaged Property and
derivatives would be matched by an equal and opposite change in the fair value of the Notes. Consequently, although the
Note holders are exposed to changes in the fair value of the relevant Mortgaged Property and derivatives, the Company
itself is not exposed. Therefore, if any error were to occur in measuring the fair value of the Mortgaged Property and
derivatives, this would result in an equal and opposite error in measuring the fair value of the Notes, with no impact on
the profit for the year or on total shareholders’ equity.

[FRS 13 "Fair Value Measurement" ("IFRS 13") defines a fair value hierarchy that prioritises the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in aclive
markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3
measurements). The three levels of the fair value hierarchy under [FRS 13 are as follows:

Level | - Inputs that reflect unadjusted quoted prices in active markets for identical assets or liabilities at the valuation
date;

Level 2 - Inputs other than quoted prices included in Level 1 that are observable for the asset or liability either directly (as
prices) or indirectly (derived from prices), including inputs from markets that are not considered to be active; and

Level 3 - Inputs that are not based upon observable market data.

Inputs are used in applying the various valuation techniques and broadly refer to the assumptions that market participants
use to make valuation decisions, including assumptions about risk. Inputs may include price information, volatility
statistics, specific and broad credit data, liquidity statistics, and other factors. A financial instrument’s level within the
fair value hierarchy is based on the lowest level of any input that is significant to the fair value measurement. However,
the determination of what constitutes "observable” requires significant judgement by the Company's Directors. The
Directors consider observable data to be that market data which is readily available, regularly distributed or updated,
reliable and verifiable, not proprietary, provided by multiple, independent sources that are actively involved in the
relevant market. The categorisation of a financial instrument within the hierarchy is based upon the pricing transparency
of the financial instrument and does not necessarily correspond to the Company's perceived risk inherent in such financial
instrument.

Transaction fees receivable

The Company is entitled to receive a minimum transaction fee of not less than £ 100 for each separate series of Notes that
it issues. These fees are recognised on an accruals basis immediately on the date a new series of such Notes is issued by
the Company. The Company is also entitled to receive an additional transaction fee of a minimum of £ 250 per annum.
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NOTES TO THE FINANCIAL STATEMENTS - (CONTINUED)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

Deferred income and utilisation of upfront swap amounts

With respect to certain series of Notes issued, the Swap Counterparty pays an initial exchange amount for the purpose of
covering the permitted expenses of the Company. Any balances held in these accounts at the year end in excess of
accrued permitted expenses have been deferred to the following accounting year to match this income against the
corresponding expense. For the series that do not have expense accounts, the Company holds upfront amounts in a current
account to meet the permitted expenses of the Company. Any amounts held in these accounts at the year end relating to
future permitted expenses have been deferred to the following accounting year to match this income against the
corresponding expense.

Foreign currency transactions and translation

a) Functional currency and presentation currency

[tems included in the financial statements of the Company are measured using the currency of the primary economic
environment in which the entity operates, the Company's functional currency. The financial statements are presented in
Euro which is the Company's functional and presentation currency.

b) Transactions and balances

Foreign currency transactions are translated into Euro using the exchange rates prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the statement of
profit or loss and other comprehensive income.

Share capital

Ordinary shares are not redeemable and are classified as equity.

Dividend distributions

Dividend distributions to the Company’s sharecholder are recognised as a liability in the Company’s financial statements
in the period in which the dividends are approved by the Directors.

Segmental reporting

An operating segment is a component of the Company that engages in business activities from which it may earn
revenues and incur expenses, whose operating results are regularly reviewed by the chief operating decision makers to
make decisions about resources to be allocated to the segment and assess its performance and for which discrete financial
information is available.

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision maker. The Board, as a whole, has been determined as constituting the chief operating decision maker of the
Company. The Directors perform regular reviews of the operating results of the Company and make decisions using
financial information at the entity level only. Accordingly, the Directors believe that the Company has only one reportable
operating segment.

The Directors are responsible for ensuring that the Company carries out business activities in line with the transaction
documents. They may delegate some or all of the day to day management of the business, including the decisions to
purchase and sell securities, to other parties both internal and external to the Company. The decisions of such parties are
reviewed on a regular basis to ensure compliance with the policies and legal responsibilities of the Directors. Therefore
the Directors retain full responsibility as to the major allocation decisions of the Company.
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NOTES TO THE FINANCIAL STATEMENTS - (CONTINUED)

FOR THE YEAR ENDED 30TH JUNE 2018

2. NON DERIVATIVE FINANCIAL ASSETS AT FAIR VALUE

THROUGH PROFIT OR LOSS 2018 2017
Collateral

Non-current assets 477,496,275 565,588,393
Current assets 50,014,000 52,143,170

€ 527,510,275 € 617,731,563

Series 14/2007 had original maturity of 25th July 2022. The related collateral was early redeemed on 20th April 2018 and
realised an amount of € 22,758,000 and the Note was redeemed at an amount of € 20,497,142,

Series 31/2011 had original maturity of 30th June 2020. The related collateral matured on 31st December 2017 and
realised an amount of € 8,954,460 and the Note was redeemed at an amount of € 8,954,460.

Series 35/2011 had original maturity of 30th June 2020. The related collateral matured on 31st December 2017 and
realised an amount of € 17,908,920 and the Note was redeemed at an amount of € 17,908,920.

The financial assets are held as collateral for each related series of Notes issued by the Company. The Company has
invested the proceeds from the issue of each series of Notes together with sums received from SG, the Swap
Counterparty, pursuant to the terms of the CDS and/or IRS, to purchase debt securities. The Company enters into CDS
transactions to provide the Credit Linked Note holders with the relevant risk/reward profile resulting from exposure to
various reference entities. Should a credit event occur in relation to a reference entity resulting in a loss amount in excess
of the relevant threshold amount (if applicable) then, under the terms of the CDS the Company is obliged to make
payments (or deliver equivalent assets) to the Swap Counterparty. The Company enters into the IRS to economically
hedge the potential mismatch between the amounts receivable from the collateral and the Company's obligations under
the Notes. Further details of the collateral are set out in note 20. Further details of the swap transactions entered into are
set out in notes 4 and 5.

3. LOANS AND RECEIVABLES 2018 2017
Non-current € 351,710,520 € 396,013,509
Further details of loans and receivables are set out in note 21,

4, CREDIT DEFAULT SWAPS 2018 2017
Non-current assets - 145,364
Current assets 124,990 -
Credit default swaps € 124,990 € 145,364
Notional amount outstanding at year end € 50,000,000 € 50,000,000

Under the CDS the Company is obliged to make payment (or deliver equivalent assets) to the Swap Counterparty if a
credit event occurs in relation to a reference entity resulting in a loss amount in excess of the relevant threshold amount
(if applicable). The principal amount of the Notes would also be reduced following such a credit event. Premiums are
receivable by the Company in exchange for the credit protection provided by the Company. There are CDS in place for
Series 06/2006 and 07/2006 (2017: Series 06/2006 and 07/2006).
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5.

INTEREST RATE SWAPS

Interest rate swaps assets
Non-current
Current

Interest rate swaps liabilities
Non-current
Current

Notional amount outstanding at year end

018

52,820,180

2017

55,896,363
738,322

€ 52,820,180

€ 56,634,685

( 16,526,297)

( 42,011,228)
( 5,160,000)

€ ( 16,526,297)

€ ( 47,171,228)

€ 412,000,000

€ 432,000,000

IRS are generally transacted to economically hedge the risk associated with the potential mismatch between the amounts
receivable from the Collateral and CDS (if applicable) and the Company's obligations under the Notes. Coupon income
received from the investments is paid to the Swap Counterparty and in return under the terms of the swap agreements the
Swap Counterparty will pay the Company the interest amount payable by the Company to the Note holders. There are [RS
in place for Series 8/2007, 9/2007, 13/2007, 16/2007, 21/2009, 24/2010, 25/2010 and 57/2012 (2017: 8/2007, 9/2007,
13/2007, 14/2007, 16/2007, 21/2009, 24/2010, 25/2010 and 57/2012).

RECEIVABLES AND PREPAYMENTS

Transaction fees receivable

Prepayments

Swap amount receivable

Accrued interest on loans and receivables

CASH AND CASH EQUIVALENTS

HSBC GBP Deposit accounts
HSBC USD Deposit accounts
HSBC USD fee account
HSBC EUR Deposit accounts
Sanne client account

SHARE CAPITAL

AUTHORISED:
10,000 ordinary shares of £ 1 each

ISSUED AND FULLY PAID:
10 ordinary shares of £ 1 each

2018 2017

848 570

- 807

- 1,167

- 4,656,784

€ 848 € 4,659,328
2018 2017

2,216 7,996

3,715 2,777

696 2,927

121,258 107,584

- 11

€ 127,885 € 121,295
018 2017

£ 10,000 4 10,000

€ 16 € 16

All ordinary shares rank equally with regards to the Company's residual assets. Holders of ordinary shares are entitled to
dividends as declared from time to time and to one vote per share at general meetings of the Company.

The share capital account records all ordinary shares issued at nominal price. The retained earnings reserve records
cumulative profits/(losses) over the years less any dividends declared/paid.
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10.

11.

NON DERIVATIVE FINANCIAL LIABILITIES AT FAIR VALUE

THROUGH PROFIT OR LOSS 018 2017
Non-current liabilities 513,790,157 579,620,402
Current liabilities 50,138,990 47,719,982

€ 563,929,147 € 627,340,384

The Company has entered into a programme for the issue of limited recourse obligations (the "Programme”) whereby the
Company may issue Notes, or other limited recourse obligations, in separate series. Each such series is separately secured
by a charge on assets acquired and other agreements entered into to fund the Company's payment obligations on each
series. The maximum aggregate principal amount of all obligations issued pursuant to the Programme shall not exceed €
20,000,000,000 or its equivalent in other currencies at the time of issue. In the event that the net proceeds from the
redemption of any of the investments secured as collateral are insufficient to discharge the obligations of the Company to
the Note holders of that particular series, the recourse of holders of any series of Notes is limited to amounts receivable
from the net proceeds of the Mortgaged Property and derivatives applicable to that series. In such event, the holder of any
Note is not entitled to proceed directly against any other assets of the Company.

The Notes issued were designated as "Financial liabilities at fair value through profit or loss" upon initial recognition.

On the maturity of the Notes, the Company will pay to the Note holders an amount equal to the redemption value of the
Mortgaged Property and derivatives. The commercial substance of each transaction is that the liability under the Limited
Recourse Notes payable will always be exactly matched by the proceeds from the Mortgaged Property and derivatives
applicable to that series. Further details of the financial liabilities at fair value through profit or loss are set out in note 22.

OTHER LIABILITIES 2018 2017

Non-current € 351,710,520 € 396,013,509

Further details of other liabilities are set out in note 23.

PAYABLES 2018 017
Overdue amounts payable on swaps - 2,334
Legal and professional fees 8,942 10,010
Administration fees 14,611 10,241
Deterred income 63,318 59,398
Audit fee 37,282 37,282
Accrued interest on other liabilities - 4,656,784
€ 124,153 € 4,776,049
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12.

13.

14.

15.

16.

OPERATING SEGMENTS

Geographical information

The Company's country of domicile is Jersey, Channel Islands. All of the Company's revenues are generated from outside
the Company's country of domicile. The amount of the Company's revenues attributable to each material individual
foreign country is not disclosed as such information is not currently available and, in the Directors' opinion, the cost to
obtain such information would be excessive.

Non-current assets
The Company has no non-current assets other than financial instruments.
Sources of income

The Company's primary source of net income is SG, from which the Company derives transaction fees, as described in
note 1. Other income derived from SG and income from all other sources is matched against equal and opposite liabilities
under each series of limited recourse liabilities. Consequently, the Company's net exposure is limited to income derived
from SG.

TAXATION

Profits arising in the Company are subject to Jersey Income Tax, currently at the rate of 0% (2017: 0%).

CONTROLLING PARTY

The Company's immediate holding entity is The Claris 2 Trust, which is a charitable trust constituted under the laws of
Jersey, Channel Islands. Control may be exercised by several parties, including the Trustee of The Claris 2 Trust, Sanne
Trustee Services Limited, and the Noteholders. In addition, the Notes have been issued in bearer form and are represented
by global notes and global certificates. Therefore in the opinion of the Directors, there is no identifiable single ultimate
controlling party.

RELATED PARTIES

During the year, Sanne Fiduciary Services Limited ("SFSL") and Sanne Secretaries Limited ("SSL") provided
administration and/or secretarial services respectively to the Company at commercial rates. Each of SFSL and SSL is a
member of the "Sanne Group" (where the "Sanne Group" means Sanne Group PLC and all of its subsidiaries and
affiliates). Each of G.P. Essex-Cater, S.J. Hopkins, J.D. Wiseman, A. Orosco, and R.Go is/was a Director and/or
employee of SFSL and should be regarded as interested in any transaction with any member of the Sanne Group. They are
not remunerated directly by the Company.

Administration and secretarial fees with SESL incurred during the year amounted to € 35,630 (2017: € 22,304). As at
30th June 2018, amounts owed to SFSL amounted to € 14,611 (2017: € 10,241).

CREDIT EVENTS

There were no credit events during the year and subsequent to the year end.

As per note 19 in relation to credit risk, any credit events would have no overall effect on the Company's financial
position or performance due to the limited recourse nature of each separate series of Notes.
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17.

18.

19.

SUBSEQUENT EVENTS

Notes Series 06/2006 and 06/2007 collateral and related notes matured subsequent to the year end on 20th September 2018. There
were no other significant events subsequent to the year end. No credit events have occurred after the year end.

CAPITAL MANAGEMENT

The Company is not subject to externally imposed capital requirements. The Company was initially financed by € 16 equity. Any
subsequent transactions entered into by the Company are designed to enable the Company to pay its liabilities as they fall due.
Each Note issue is structured such that the Company's expenses are met either by the Note holders (indirectly through the
suspense accounts set up at inception), or are met by equal and opposite receipts under the relevant derivative transactions.

FINANCIAL INSTRUMENTS

Strategy in using financial instruments

As stated in the Report of the Directors, the principal activity of the Company is limited to the issue of Limited Recourse Notes in
separate series. The proceeds from the issue of each series of Notes are used to invest in financial transactions in order to enable
the Company to meet its obligations under the Notes. Therefore the role of financial assets and financial liabilities is central to the
activities of the Company; the financial liabilities provided the funding to purchase the Company’s financial assets. Financial
assets and liabilities provide the majority of the assets and liabilities of the Company along with all of the income and expenses.

The Company may enter into two classes of swap transactions. Generally, these swap transactions economically hedge the
interest rate risks and currency risks and have allowed the Company to sell credit protection over certain reference entities in
exchange for an annual premium, as detailed in notes 4 and 5.

The strategies used by the Company in achieving its objectives regarding the use of its financial assets and liabilities were set
when the Company entered into the transactions. The Company has matched the properties of its financial liabilities to its assets
to avoid significant elements of risk generated by mismatches of investment performance against its obligations, together with any
maturity or interest rate risk.

[FRS 7 states that its objective is to "enable users to evaluate: (a) the significance of financial instruments for the entity's financial
position and performance; and (b) the nature and extent of risks arising from financial instruments to which the entity is exposed
during the period and at the reporting date, and how the entity manages those risks." IFRS 7 also states that "an entity shall
disclose information that enables users of its financial statements to evaluate the significance of financial instruments for its
financial position and performance”.

In the Directors’ opinion, whilst the financial instruments held by the Company are themselves separately exposed to risks such as
credit risk, liquidity risk, interest rate risk and market price risk, the Company itself is not exposed to such risks overall due to the
fact that the Company's exposure has been eliminated by matching its financial assets to its financial liabilities, with any change
in the values of its financial assets being matched by equal and opposite changes in the values of its financial liabilities.
Therefore, in the Directors' opinion, the requirements of IFRS 7 are met by the following disclosures.

In the following disclosures the Company's financial assets are presented net of all applicable derivative transactions in order to
present a useful comparison against the Company's liabilities.

Sensitivity analysis

In the Directors’ opinion, there is no material difference between the aggregate fair value of the Mortgaged Property and
derivatives and the aggregate fair value of the Notes. From the perspective of the Company, any change in the fair value of the
Mortgaged Property and derivatives would be matched by an equal and opposite change in the fair value/amortised cost of the
Notes. Consequently the Company is not exposed to market price risk, as any changes in the fair value of the Collateral would
have no overall effect on profit or loss and/or equity. Also as disclosed below, in the Directors' opinion, there is no material
interest rate risk to the Company, nor is there any currency rate risk to the Company.
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19. FINANCIAL INSTRUMENTS - (CONTINUED)

Sensitivity analysis (continued)

IFRS 7 requires disclosure of "a sensitivity analysis for each type of market risk to which the entity is exposed at the reporting
date, showing how profit or loss and equity would have been affected by changes in the relevant risk variable that were reasonably
possible at that date." As stated, whilst the financial instruments held by the Company are separately exposed to interest rate risk
and market price risk, the Company itself is not exposed to market risk overall. Therefore, in the Directors' opinion, no sensitivity
analysis is required to be disclosed.

Critical accounting judgements and key sources of estimation

As described in note 1, the preparation of the financial statements requires management to make estimates and assumptions that
affect the reported amounts disclosed in the financial statements. Moreover, where these are significant, further disclosure is
required.

In the opinion of the Directors, the critical accounting judgements and key sources of estimation uncertainty are derived from the
Company’s indirect exposure to the valuation of financial assets and financial liabilities that are currently valued using "Level 3"
methodology (i.e. using valuation parameters that are not based on observable market data and therefore classified within Level 3
under the IFRS [3 fair value hierarchy). The principal uncertainties concern the valuation of various types of structured credit
derivatives, including: Interest Rate Swaps ("IRS"); and Credit Default Swaps ("CDS"). The values of unobservable parameters
result from hypotheses and/or correlations that are not based on either transaction prices observable on the same instrument on the
valuation date, or observable market data available on such date. As mentioned in the sensitivity analysis disclosure, any change
in the value of a financial asset and/or derivatives resulting from such unobservable parameters would be matched by an
equivalent change in the value of the Notes. Therefore any such changes have no overall effect on either the profit or the financial
position of the Company. Consequently, the Company bears no material risk in relation to any such estimation uncertainties.

Interest rate risk
Interest rate risk occurs when there is a mismatch between the interest rates of the Company's assets and liabilities.

The Company primarily finances its operations through the issue of Notes upon which interest is payable. Under the swap
transactions, amounts equal to the coupons received from the investments are paid to the Swap Counterparty. The Company also
receives a premium on the principal amount of the interest bearing Notes, in exchange for the protection sold through the Credit
Default Swaps. In turn the Swap Counterparty pays to the Company amounts sufficient to cover its obligations to pay the interest
due on the Notes. Accordingly, the Directors believe that there is no net interest rate risk to the Company. Any interest rate risk is
ultimately borne by the Note holders.

The interest rate profile of the Company’s financial assets and liabilities is as follows:

2018 2017
Interest Weighted Amount Weighted Amount
charging average average
basis interest rate interest rate
% %
Financial assets at fair value through profit or loss (net of derivatives)
Fixed 4.61% 290,356,630 4.52% 136,977,191
Variable 3.00% 273,572,517 3.25% 463,230,023
No interest n/a - n/a 27,133,170
Loans and receivables
Fixed 4.85% 124,886,250 4.85% 150,179,310
Variable 5.30% 226,824,269 5.39% 245,834,199
€ 915,639,667 € 1,023,353,893
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CLARIS 2 LIMITED

NOTES TO THE FINANCIAL STATEMENTS - (CONTINUED)

FOR THE YEAR ENDED 30TH JUNE 2018

19. FINANCIAL INSTRUMENTS - (CONTINUED)

Interest rate risk - (continued)

2018 2017
Interest Weighted Amount Weighted Amount
charging average average
basis interest rate interest rate
% %
Financial liabilities at fair value through profit or loss
Fixed 4.61% ( 290,356,630) 4.52% ( 136,977,191)
Variable 3.00% (  273,572517) 3.25% ( 463,230,023)
No interest n/a - n/a ( 27,133,170)
Other liabilities
Fixed 4.85% ( 124,886,250) 4.85% ( 150,179,310)
Variable 5.30% ( 226,824,269) 5.39% ( 245,834,199)
€ ( 915,639,666) € ( 1,023,353,893)

Currency risk
Currency risk occurs when there is a mismatch between the currencies of the Company's assets and liabilities.

Where the Company has issued Notes denominated in a currency different from the currency of the underlying investments related
to such series of Notes, the Company has matched its foreign currency obligations by entering into Swap Agreements whereby the
proceeds received from its underlying investments will always be exactly matched by the currency required to make payments due
under the Notes issued. Consequently, the Directors believe that there is no material net currency risk to the Company. Currency
risk is ultimately borne by the Note holders. The table below shows financial assets and liabilities net of derivatives.

2018 2017
Financial Financial Financial Financial
Assets Liabilities Assets Liabilities
(net of derivatives) (net of derivatives)
Denominated in Euro 753,376,855 ( 753,376,855) 846,284,373 ( 846,284,373)
Denominated in USD 162,262,811 ( 162,262,811) 177,069,520  ( 177,069,520)

€ 915,639,666 € (  915,639,666) € 1,023,353,893 € (  1,023,353,893)

Cash and cash equivalents, receivables and prepayments (excluding accrued interest on loans and receivables), and payables
(excluding accrued interest on other liabilities) which are held in foreign currency are exposed to limited currency risk as the
amounts are not considered significant.

Credit risk

Credit risk is the risk of financial loss to the Company if the counterparty (o a financial instrument fails to meet its contractual
obligations. The carrying amounts of financial assets best represent the maximum credit risk exposure at the year end.

As at the year end, the Company’s financial assets exposed to credit risk are financial assets at fair value through profit or loss,
loans and receivables, financial derivatives, receivables and cash and cash equivalents amounting to € 932,294,698 (2017: €
1,075,305,744).

The principal credit risks that the Company is exposed to are: (i) the risk of credit events within the reference portfolio; and (ii)
the risk of a failure of a Collateral counterparty to meet its obligations under the terms of the Collateral. Credit events within the
reference portfolio may occur if one or more reference entities or reference obligations, as applicable, either fail to make payments
on the scheduled payment dates, or enter into bankruptcy proceedings. In such event, a credit event may be declared by the Swap
Counterparty. If the aggregate loss amount resulting from such credit events were to exceed the relevant threshold amount (as
defined in the Offering Circular Supplement relating to each series of Notes), if applicable, this may result in a payment to the
Swap Counterparty and final maturity/redemption of the Notes at below nominal value. As the obligations under the Notes are
limited to amounts received from the Collateral, the Directors believe that the Company has no net exposure to any non-
performing financial agreements or credit risk. Any credit risk is borne by the Note holders.

25



CLARIS 2 LIMITED

NOTES TO THE FINANCIAL STATEMENTS - (CONTINUED)

FOR THE YEAR ENDED 30TH JUNE 2018

19. FINANCIAL INSTRUMENTS - (CONTINUED)
Credit risk - (continued)

The initial concentrations of credit risks for each separate series of Notes were disclosed in the Offering Circular Supplement
relating to each series of Notes. Subsequent changes are not monitored directly by the Company, as the Company itself is not
exposed to such risks, as described above.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The Company’s
approach is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both
normal and stressed conditions, without incurring unacceptable losses or risking damage to the Company’s reputation. All
substantial risks and rewards associated with the Company's financial assets and liabilities are ultimately borne by the Note
holders.

IERS 7 requires the maturity profile to disclose the gross undiscounted cash flows payable on the Company's financial liabilities
at maturity. However, where the amount payable at maturity is dependent upon the performance of the relevant Mortgaged
Property, it is not possible to accurately estimate such cash flows. Instead, in the opinion of the Directors, the liquidity risk of the
Company is best assessed by comparing the fair values of the Company's financial liabilities to the fair values of the Company's
financial assets as at the reporting date, as disclosed in the maturity analysis below.

Accrued amounts receivable and payable on the Company's financial instruments are recognised within the fair values of the
relevant financial instruments and have not been presented separately in the maturity analysis below. For each Series, the
aggregate of any such accrued amounts receivable is at all times equal and opposite to the aggregate of any such accrued amounts
payable. Therefore, in the opinion of the Directors, the non-disclosure of separate amounts for accrued amounts receivable and
accrued amounts payable is not material to the financial statements.

In respect of non-derivative financial assets and liabilities designated as loans and receivables and other liabilities the maturity
profile as disclosed below is included at the undiscounted cash flow amount based on the final contractual maturity date of the
series. Whilst amortisation and interest cash flows will accelerate and alter cash flows into earlier maturity bands such
accelerations will be matched as asset cash flows pass through to liabilities cash flows. In the opinion of the directors the below
maturity analysis provides adequate information regarding the maturity relationship between the financial assets and liabilities.

The maturity profile of the Company’s financial assets and liabilities is as follows:

As at 30th June 2018 Non Derivative Net derivatives Non Derivative
Financial Assets Financial Liabilities
In one year or less 50,014,000 124,990 ( 50,138,990)
In more than one year, but not more than two years - - -
In more than two years, but not more than five years 412,442,066 35,374,456 ( 447,816,522)
In more than five years 416,764,730 919,427 ( 417,684,155)
€ 879,220,796 € 36,418,874 € ( 915,639,667)

As at 30th June 2017 Non Derivative Net derivatives Non Derivative
Financial Assets Financial Liabilities
In one year or less 52,143,170 ( 4,421,678) ( 47,719,982)
In more than one year, but not more than two years - = 50,198,138)
In more than two years, but not more than five years 467,266,384 30,362,786 ( 349,676,542)
In more than five years 494,335,518 ( 16,332,287) ( 575,759,231)
€ 1,013,745,072 € 9,608,821 € ( 1,023,353,893)
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CLARIS 2 LIMITED

NOTES TO THE FINANCIAL STATEMENTS - (CONTINUED)

FOR THE YEAR ENDED 30TH JUNE 2018

19. FINANCIAL INSTRUMENTS - (CONTINUED)

Financial assets and financial liabilities

The values of the Company’s significant financial assets and financial liabilities, except for cash and cash equivalents,
receivables, prepayments and payables, the carrying values of which are a reasonable estimation of fair value, are as set out

below.

Financial assets

Non derivative financial assets at fair value through profit or loss

Loans and receivables
Interest rate swaps
Credit default swaps

Financial liabilities

Non derivative financial liabilities at fair value through profit or loss

Other liabilities
Interest rate swaps

2018 201
527,510,275 617,731,563
351,710,520 396,013,509

52,820,180 56,634,685

124,990 145,364
932,165,965 1,070,525,121
018 2017
( 563,929,147) ( 627,340,384)
( 351,710,520) ( 396,013,509)
( 16,526,297) ( 47,171,228)
932,165,964) € ( 1,070,525,121)

€(

The following table analyses within the fair value hierarchy the Company's financial assets and liabilities measured at fair value at

30th June 2018 and 2017.
As at 30th June 2018

Financial assets

Non derivative financial assets at fair value
through profit or loss

Interest rate swaps

Credit default swaps

€
Financial liabilities
Non derivative financial liabilities at fair
value through profit or loss
Interest rate swaps

€

Level 1 Level 2 Level 3 Total

166,595,276 360,915,000 - 527,510,276
- 52,820,180 - 52,820,180
- 124,990 - 124,990

166,595,276 € 413,860,170 - 580,455,446

- ( 423761,549) ( 140,167,598) ( 563,929,147)
s 10,112,621)  ( 6,413,676)  ( 16,526,297)
- €(  433,874,170) €(  146,581,274) € ( 580,455,444)
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CLARIS 2 LIMITED

NOTES TO THE FINANCIAL STATEMENTS - (CONTINUED)

FOR THE YEAR ENDED 30TH JUNE 2018

19. FINANCIAL INSTRUMENTS - (CONTINUED)

Financial assets and financial liabilities measured at fair value by fair value hierarchy - (continued)

As at 30th June 2017 Level 1 Level 2 Level 3 Total

Financial assets

Non derlvatlye financial assets at fair value 149,310.219 468,421,344 . 617,731,563

through profit or loss

Interest rate swaps B 56,634,685 - 56,634,685

Credit default swaps - 145,364 - 145,364
€ 149,310,219 € 525,201,393 € - € 674,511,612

Financial liabilities

Non derivative financial liabilities at fair
value through profit or loss

Interest rate swaps - ( 34,887,054) ( 12,284,174)  (

- ( 490,314339) ( 137,026,045) (

627,340,384)
47,171,228)

€ - €( 525201,393) €(  149,310,219) € (

674,511,612)

Changes in fair value hierarchy are analysed at the end of each reporting period. The Company's policy is to recognise transfers
into and transfers out of fair value hierarchy levels as at the end of the reporting period. During the year, the Company's Series
07/2006 was transferred from Level 2 to Level | as the underlying security is quoted on a daily basis. There are no other transfers

between fair value hierarchv levels.

The table below shows the changes in financial instruments classified within Level 3 for the years ended 30th June 2018 and 30th

June 2017.

Non derivative Interest rate
30th June 2018 fnancial liabilities swaps
Opening balance ( 137,026,045) ( 12,284,174)
(Losses)/gains recognised in the statement of profit or loss and
other comprehensive income ( 3,141,553) 5,870,498
Closing balance € ( 140,167,598) € ( 6,413,676)

Non derivative Interest rate
30th June 2017 fnancial liabilities swaps
Opening balance ( 137,830,871) ( 18,451,097)
Gains recognised in the statement of profit or loss and other
comprehensive income 804,826 6,166,923
Closing balance € ( 137,026,045) € ( 12,284,174)

Fair value measurements

Estimate of main unobservable inputs:

The following table provides the valuation of Level 3 instruments on the statement of financial position and the relationship of

unobservable inputs of fair values:

Level 3
Unobservable uncertainty in
Product category Valuation technique parameter €'000
Equity, Interest rate or hybrid Different valuation models for interest Correlations

derivatives rate, equity or hybrid derivatives
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