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ASSETFINANCE DECEMBER (F) LIMITED

Directors’ report for the year ended
31 December 2012

Primcipal activities

The Company’s principal activity 15 to lease assets to third party lessees for an agreed term under finance and '
operating lease arrangements No change wn the Company's activities 1s anticipated

Business review
During the year the Company wrote new business and continued the leasing transactions written 1n previous years

Another group undenaking, HSBC Asset Finance (UK} Limited, provides agency services to the Company, charging
an annual management fee The services provided by the agent are to seek new business, to negotiate and to agree
terms and to arrange the execution of all lease documents on behalf of the Company The agent maintains accurate
accounting and other records such as borrowing funds and settlement of all invoices relating to the services

The busimess 1s funded principally by a parent undertaking through borrowing The Company has no employees
Services required are provided by fellow HSBC Group companies The Company has no stakeholders other than its
parent Company

UK corporation tax rates are being reduced and details of the changes are set out in notes 5 and 9 to the financial ‘
slatements

Risk management ‘

The financial nsk management objectives and policies of the Company, together with an analysis of the exposure to ‘
such nisks are set out in note 13 of the financial statements

Performance
The Company’s results for the year under review are as detailed 11 the income statement shown in these accounts

The key performance indicator used by management in assessing the performance of the Company 1s the monitoring
of actual cash flows 1n comparison with the planned cash flows determined at the inception of the lease transactions
Its performance 1s also measured by reference to 1ts net income as a percentage of the net investment n finance leases
less related tax balances (deferred and current tax) Monthly management accounts are prepared and reviewed by the
management of the HSBC Business in which this Company resides

Dunng the year the Company incurred impaiment charges amounting to £35,821 (2011 £26,469 credit) These are
shown within adminmistrative expenses In the income statement

Future developments

New busmness prospects will reflect changes in the regulatory regime The taxation of leasing transactions has been
revised by HM Revenue & Customs to the extent that amongst other things, lessees rather than lessors are able to
obtain tax allowances n respect of certain leased assets The umpact upon third parties  appetite for leasing
transactions remains unclear 1n light of the changes in corporation tax rates and the capital allowance regime

Diwvidends

An mtenm dividend of £2,346,673 (1n heu of a final dividend in respect of the previous financial year) was paid on |
the ordinary share capital during the year The Directors mtend to declare an intenim dividend of £2,072,564 1n |
respect of 2012, payable in the financial year ended 31 December 2013

Going concern basis

The financral statements are prepared on a going concern basis, as the Directors are satisfied that the Company has
the resources to continue 1n business for the foreseeable future In making this assessment, the Directors have
considered a wide range of information relating to present and future conditions



ASSETFINANCE DECEMBER (F)} I IMITED

Directors’ report for the year ended
31 December 2012 (contmued)

)

Directors

The Drrectors who served during the year were as follows

Name Appointed Resigned

M J Russell-Brown

A T Rigby 22 May 2012
R F Carver 22 May 2012

R A Carter 14 November 2012

G P Hewitt

The Articles of Association of the Company provide that in certain circumstances the Directors are entitled to be
indemnified out of the assets of the Company aganst claims from third parties in respect of certain habilities ansing
in connection with the performance of their functions 1n accordance with the provisions of the UK Companies Act
2006 Indemmty provisions of this nature have been 1n place during the financial year but have not been utilised by
the Directors

Suppher payment pohcy

The Company does not currently subscribe to any code or standard on payment practice It is the Company’s policy,
however, to settle the terms of payment with suppliers when agreemg the terms of each transaction, to ensure that
suppliers are made aware of the terms of payment and to abide by the terms of payment.

During the year, the Company received goods and services from group undertahings only Part 5 of Schedule 7 of the
Large and Medium-sized Companies and Groups (Accounts and Reports) Regulations 2008, setting out reporting
requirements in relation to the policy and practice on payment of creditors 15, therefore, not applicable

Disclosure of information to the Auditor

Each person who 1s a director at the date of approval of this report confirms that so far as the Director 15 aware, there
15 no retevant audit information of which the Company’s auditor 1s unaware and the Director has taken ali the steps
that he/she ought to have taken as a Director 1n order to make himself/herself aware of any relevant audit information
and to establish that the Company’s auditor 1s aware of that information Thts confirmation 1s given pursuant to
section 418 of the UK Companies Act 2006 and should be interpreted 1n accordance therewith

Auditor

Pursuant to Section 487 of the Compamies Act 2006, the auditor will be deemed to be reappomted and KPMG Audit
Plc will therefore continue 1n office




ASSETFINANCE DECEMBER (F} LIMITED

Directors’ report for the year ended

31 December 2012 (continued)

Statement of Directors’ responsibilities in respect of the Directors’ report and financial statements

The Directors are responsible for prepaning the Directors Report and the financial statements in accordance with
apphcabte law and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law they have
elected to prepare the financal statements 1n accordance with IFRSs as adopted by the EU

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

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 whether they have been prepared in accordance with IFRSs as adopted by the EU, and

e prepare the financial statements on the going concern basis unless it 1s inappropnate to presume that the
Company will continue in business

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company's transacttons and disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure that 1ts financial statements comply with the Companies Act 2006 They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Company and to
prevept.and detect fraud and other iregulanities

Director

Registered Office
8 Canada Square
London

El4 5HQ

Date 29 July 2013



ASSETFINANCE DECEMBER (F) LIMITED

Independent Auditor’s Report to the Members of Assetfinance December (F) Limited
==

We have audited the financal statements of Assetfinance December (F) Limited for the year ended 31 December
2012 set out on pages 6 to 19 The financial reporting framework that has been applied in thewr preparation 15
apphcable law and International Financial Reporting Standards (IFRSs) as adopted by the EU

This report 1s made solely to the Company s members, as a body, n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertahen so that we nught state to the Company’s members those
matters we are required Lo state to them n an auditor’s report and for no other purpose To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the Company and the Company’s members

as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of Directors and Auditor

As explaimed more fully in the Directors' Responsibilities Statement set out on page 4, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and farr view Our
responsibility 15 to audit, and express an opinton on, the financral statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the Financiat Reporting Council's web-
site at www fre org uk/auditscopeukprivate

Opimion on financial statements
In our opinien the financial staternents

e give atrue and fair view of the state of the Company’s afTairs as at 31 December 2012 and of 1its profit for the
vear then ended,

s  have been properly prepared 1n accordance with IFRSs as adopted by the EU, and
*  have been prepared 1n accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial staternents
are prepared 15 consistent with the financial statements

Matters on which we are required to report by exception

We have nething to report in respect of the following matters where the Compames Act 2006 requires us Lo report to
you if, 1n our opinion

« adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us or

* the financial statements are not in agreement wath the accounting records and returns, or
o  certain disclosures of directors' remuneration specified by law are not made, or

s we have not received all the information and explanations we require for our audit

% 3o 4@7 ZalT

Simon Clark (Semor Statutory Auditor)

for and on behalf of KPMG Audit Plc, Statutory Auditor
Chartered Accountants

One Snowhull

Snow Hill Queensway,

Birmingham,

B4 6GH




ASSETFINANCE DECEMBER (F) LIMITED

Financial Statements

Income statement for the year ended 31 December 2012

2012 2011
Nuotes £ £
Revenue
Finance lease income 5,946 387 6,200,610
Operating lease income 1,710,045 364 978
1,656,432 7,065,588
Cost of sales (1,367,988) (675,582)
6,288,444 6,390,006
Finance income/costs
Interest expense 3 {2,710,885) (3,235 290)
3,577,559 3154716
Adminstrative expense 4 (449,625) (568 509)
Profit before tax 3,127,934 2,586,207
Tax expense 5 (1,055,370% (239,534)
Profit for the vear 2,072,564 2,346,673

There were no acquisitions, discontinued or discontinuing operations during the year

The accounting pohcies and notes on pages 10 to 19 form an integral part of these financial statements

Statement of comprehensive income for the year ended 31 December 2012

There has been no comprehensive income or expense other than the profit for the year as shown above (2011 £Nil)




ASSETFINANCE DECEMBER (F) LIMITED

Financial Statements (continued)
—_—

—— e s

Statement of financial position as at 31 December 2012

2012 2011
Notes £ £
ASSLTS
Non-current assets
Property, ptant and equipment & 7,970,514 5,794 276
Deferred tax assets 9 4,750,598 -
12,721,112 5,794,276
Current assets
Finance lease receivables 7 101,462,239 131,281,809
Recevables 8 - 1,165,163
101,462,239 132,446,972
Total assets 114,183,351 138 241 248
LIABILITIES AND EQUITY
Current habilities
Other habilittes 10 99,967,216 126,425 327
Accruals and deferred incorne 106,657 81,106
Current tax habilines 9,536,914 1,451,556
109,610,787 127,957,989
Non-current hiabilities
Deferred tax habilities 9 - 5,436,586
Total habilines 109,610,787 133,394,575
Equity
Called up share capital 11 2,500,000 2,500,000
Retained earnings 2,072,564 2,346 673
Total shareholders’ equity 4,572,564 4,846 673
Total equity and habilities 114,183,351 138 241 248

The accounting policies and notes on pages 10 to 19 form an integral part of these financial statements

¢ financial statements were approved by the Board of Directors on 29 July 2013 and were signed on its behalf

Dhrector
Company Registration No 957327




ASSETFINANCE DECEMBER (F} LIMITED

Financial Statements (continued)

e
o

Statement of cash flows for the year ended 31 December 2012

2012 2011
£ £
Cash flows from operating activities
Profit before tax 3,127,904 2,586,207
Adjustments for
- Deprecation charge 1,367,988 675,582
= Provisions rmsed/(released) 35,821 (26,469)
—  Change 1n operating assets 29,783,533 1,491 805
- Change n operating liabihites 3,090,907 74,497
-  Tax {paid)received (3,156.979) 1 155,051
Net cash generated from operating activities 34,249,204 5 956 673
Cash flows from mvesting activities
Purchase of property, plant and equipment {3,544,226) (4 112091)
Net cash from invesuing activities (3,544,226) (4 112 031)
Cash flows from financing activities
Paid 1o parent undertakings 1n respect of other financing activities (28,358,305) (24 ,478)
Dividends paid {2,346,673) (1,820,104}
Net cash from financing activities (30,704,978) (1 844 582)

Net tncrease 10 cash and cash equinalents - -

Cash and cash equivalents brought forward - -

Cash and cash eguivalents cammed forward - -

The accounting policies and notes on pages 10 to 19 form an integral part of these financial statements



ASSETFINANCE DECEMBER (F) LIMITED

Financial Statements (continued)

e

Statement of changes 1n equity for the year ended 31 December 2012

Called up share Retained earnings Total shareholders
capital equity
£ £ £

2012
At 1 January 2012 2,500,000 2,346,673 4,846,673
Profi for the year - 2,072,564 2,072,564
Total comprehensive income for the year - 2,072,564 2,072,564
Dividends to shareholders - (2,346,673) (2,346,673
At 31 December 2012 2,500,000 2,072,564 4,572,564

Called up share

Retamed eamings

Total shareholders’

caputal equity
£ £ £

2011
At l January 2011 2,500,000 1,820,104 4,320,104
Profi1 for the year - 2,346,673 2,346,673
Total comprehensive income for the year - 2,346,673 2346673
Dividends to shareholders - {1 820,104) (1,820,104)
At 31 December 2011 2,500,000 2346673 4,846,673

The accounting policies and notes on pages 10 to 19 form an integral part of these financial statements

Shareholders’ equity 15 wholly attributable to equity shareholders




ASSETFINANCE DECEMBER (F) LIMITED

Notes on the Financial Statements

1

5.

Basis of preparation

2

(a) Comphance with Intemational Financial Reporting Standards

(b)

(c)

The financial statements are presented in sterbing and have been prepared on the historical cost basis

The Company has prepared its financial statements i accordance with Interational Financial Reporting
Standards { IFRSs ) as1ssued by the International Accounting Standards Board ( IASB ) and as endorsed by the
European Union (‘EU’) EU-endorsed IFRSs may differ from IFRSs as 1ssued by the IASB if, at thus point in
time, new or amended IFRSs have not been endorsed by the EU

At 31 December 2012, there were no unendorsed standards effective for the year ended 31 December 2012
affecung these financial statements and there was no difference between IFRSs endorsed by the EU and IFRSs
1ssued by the IASB in terms of their application to the Company Accordingly, the Company s financial
statements for the year ended 31 December 2012 are prepared in accordance with IFRSs as 1ssued by the IASB

IFRSs compnse accounting standards 1ssued by the IASB and us predecessor body as well as interpretations
1ssued by the IFRS Interpretations Commuitee ( IFRIC’) and 1ts predecessor body

During the year, the Company adopted a number of interpretations and amendments to standards which had an
msigmficant effect on the financial statements

Future accounting developments

At 31 December 2012, a number of standards and amendments to standards had been issued by the 1ASB, which
are not effective for the Company’s financial statements as at 31 December 2012 None of these are expected to
have a significant effect on the results or net assets of the Company when adopted

The accounting policies set out below have been applied consistently to all periods presented in these financial
statements, except where stated otherwise

General information

Assetfinance December (F) Limited 1s a Company domiciled and incorporated in England and Wales

Summary of significant accounting policies

(a) Finance and operating leases

Agreements which transfer to counterparties substantially all the risks and rewards incidental to the ownership of
the assets, but not necessarily legat title, are classified as finance leases They are recorded at an amount equal to
the net iInvestment in the lease less any impairment provisions, within finance lease receivables

The net investment 1n finance leases represents the sum of the minimum payments recervable (gross investment
in the lease) discounted at the rate of interest implicit 1n the lease The difference between the gross investment
in the lease and the net investment n the lease 15 recorded as uncamed finance income

Income from finance leases 1s recogmsed over the periods of the leases so as to give a constant rate of return on
the net investment in the leases

Imitial direct costs incurred 1n arranging the lease, less any fee income related to the lease, are included in the
imitial measurement of the net investment

The fair value of fixed rate finance lease receivables is calculated by discounting future minimum lease
receivables, using equivalent current wnterest rates

Regional development grants are recognised in the income statement over the period of the lease and 1n
proportion to the net investment

Income from operating leases 15 recogmsed on a straight-line basis over the lease term




ASSETFINANCE DECEMBER (F) LIMITED

Notes on the Financial Statements (continued)

| FPUL-R ST Y}

(b)

(c)

(d}

(e)

Interest expense

Interest expense for all financial instruments 1s recogmised in ‘Interest expense n the income statement using
the effective interest method The effective interest method 1s a way of calculating the amortised cost of a
financial hability and of allocating the interest expense over the relevant penod

The effective interest rate s the rate that exactly discounts estimated future cash payments through the expected
hife of the financial instrument or, where appropriate, a shorter period to the net carrying amount of the financial
hability When calculating the effective interest rate, the Company estimates cash flows considenng all
contractual terms of the financial instrument but excluding future credit losses [he calculation mncludes all
amounts paid by the Company that are an integral pan of the effective interest rate of a financial mstrument,
including transaction costs and all other premiums or discounts

Income tax
Income tax comprises current and deferred tax and 1s recognised in the income statemnent

Current tax 1s the tax expected to be payable on the taxable profit for the year, calculated using tax rates enacted
or substantively enacted by the end of the reporting penod and any adjustment to tax payable in respect of
previous years Current tax assets and habilities are offset when the Company intends to settle on a net basis and
the legal nght to offset exists

Deferred tax 1s recognised on temporary differences between the carrying amounts of assets and habilities 1n the
statement of financial position and the amounts attributed to such assets and labilities for tax purposes Deferred
tax liabilities are generally recognused for all taxable temporary differences and deferred tax assets are
recogmised to the extent that 1t 1s probable that future taxable profits will be available against which deductible
temporary differences can be utlised

Deferred tax 1s calculated using the tax rates expected to apply in the periods in which the assets will be reahsed
or the Liabilities settled, based on tax rates and laws enacted, or substantively enacted, by the end of the reporting
period

Property, plant and equipment

Operating lease assets are depreciated over the period of the relevant larer s rental contract to an estimated
residual value on a straight-line basis This depreciation charge 1s included within cost of sales 1n the income
statement

Property, plant and equipment 1s subject to an impairment review 1f there are events or changes 1n circumstances
which indicate that the carrying amount may not be recoverable

Financial habilities

Financial habilities are imtially measured at fair value less any transaction costs that are directly atinibutable to
the purchase or 1ssue Financial liabilities are recogmised when the Company becomes party to the contractual
provisions of the instrument. The Company derecognises the financial hability when the Company’s obligations
specified in the contract expire, are discharged or cancelled Subsequent to 1mitial recognition, financial habilies
are measured at amortised cost using the effective interest rate method

A group undertaking acts as a treasury function, providing funding for the Company through an inter-company
current account

Impairment of financial assets

Losses for impaired loans are recognised promptly when there 1s objective evidence that impairment of a loan or
portfolio of loans has occurred Impairment allowances are calculated on individual loans and on groups of loans
assessed collectively Impairment losses are recorded as charges to the income statement The carrying amount
of impaired loans on the statement of financial position 1s reduced through the use of impairment allowance
accounts Losses expected from future events are not recognised

Individually assessed impairment losses are calculated by discounting the expected future cash flows of a loan at
its onginal effective interest rate, and comparing the resultant present value with the loan’s current carrying
amount




ASSETFINANCE DECEMBER (F) LIMITED

Notes on the Financial Statements (continued)
B o

(g)

(h)

()

1)

Collectively assessed impairment losses are calculated on the basis of past expenence. current economic
condittons and other relevant factors to provide for losses not vet specifically identified

Financial assets are wntten off to the extent that there 1s no realistic prospect of recovery
Statement of cash flows

The statement of cash flows has been prepared on the basis that, with the excepiion of tax related transactions
which are classified under ‘Operating activities’, movements in inter-company transactions are shown under the
heading of Financing activities Such movements anse vlumately from the Company’s financing activities,
through which the Company will acquire resources intended to generate future income and cash flows

Share caputal

Shares are classified as equity when there 15 no contractual obligation to transfer cash or other financial assets
Incremental costs directly attributable to the 1ssue of equity struments are shown in equity as a deduction from
proceeds, net of tax

Diwvidends payable in relation to equity shares are recogmsed as a hability in the period 1n which they are
declared

Determination of fair value

All financial instruments are recognised imtially at fair value In the normal course of business, the fair value of
a financial instrument on initial recognition 15 the transaction price (that 1s, the fair value of the consideration
given or received)

Fair values are calculated by discounting future cash flows on financial instruments, using equivalent current
interest rates

Use of assumptions and estimates

When preparing the financial statements, 1t 1s the Directors’ responsibility to select suitable accounting policies
and to make judgements and estimates that are reasonable and prudent

The accounting policies that are deemed critical to the Company s IFRS results and financial position, 1n terms
of the matenality of the items to which the policy 1s apphed, which mvolve a high degree of judgement and
estimation, are

[mpairment of loans

The Company’s accounting policy for losses in relation to the impairment of financtial assets 15 descnbed in Note
2(f) Impairment s calculated on the basis of discounted estumated future cash flows

Impairment of property, plant and equipment

The Company’s accounting policy for impairment of property, plant and equipment 1s described 1 Note 2(d)
Impairment 15 calculated on the basis of current and expecied future market conditions



ASSETFINANCE DECEMBER (F} LIMITED

Notes on the Financial Statements (continued)

Finance costs

All interest expense was payable to a parent undertahing

Admunistrative expense

Adminsstrative expenses include £413,805 (2011 £594,978) in respect of group management charges payable to a

parent undertaking

Certain expenses including auditor’s remuneration have been borne by a fellow group undertaking and are therefore
not charged 1n arriving at the profit before taxation (2011 £Nil) There were no non-audit fees incurred duning the

year (2011 £Nil)

The Company has no employees and hence no staff costs (2011 £Nul) The Directors made no charge for ther

services (2011 £Nil)

Tax expense

2011

1,451,339

1451,339

(1,211,805}

{1,211,805)

2012
Noties £
Current tax
UK Corporation tax
- forthis year 9,537,131
— adjustments in respect of prior years 1,705,423
Total current tax 11,242,554
Deferred tax
Ornigtnation and reversal of temporary differences (8,565,919)
Adjustment n respect of prior years (1,621,263)
Total deferred tax 9 {10,187,184)
Total tax charged to the income statement 1,055,370

239 534

The UK corporation tax rate applying to the Company was 24 5 per cent (2011 26 5 per cent)

The following table reconciles the tax expense

2012 Percentage of overall 2011 Percentage of overall
profit before tax profit before tax
£ % £ %

Taxation at UK corporation tax rate of
24 5% (2011 26 5%) 766,259 145% 685,168 26 5%
Adjustments in respect of prior years 84,158 27% - -
Non taxable income - - (84) (0 0%
Changes 11 tax rates 204,953 6 6% (445,550) (17 2)%
Total tax charged to the income statement 1,055,370 337% 239,534 93%

The UK Government announced that the main rate of corporation tax for the year beginming 1 Apnl 2012 will reduce

from 26% to 24%, to be followed by a further 1% reduction to 23% for the year beginmng 1 April 2013, a further 2%
reduction to 21% for the year beginning t April 2014 and a further 1% reduction to 20% for the year beginning 1
Apnl 2015 The reduction in the corporation tax rate to 24% was substantively enacted 1n the first half of 2012 and
this results m a weighted average rate of 24 5% for 2012 (2011 26 5%) The reduction 10 23% was enacted through
the 2012 Finance Act in July, and the reductions to 21% and 20% announced 1n the 2012 Autumn Statement and

2013 Budget respectively were enacted through the 2013 Finance Act




ASSETFINANCE DPECEMBER {F) LIMITED

Notes on the Financial Statements {continued)
rcrom» G-

6 Property, plant and equipment

Operating lease assets

2012 2011
£ £
Cost
At | Janoary 7,198,017 3,085926
Additions 3,544,226 4,112,091
At 31 December 10,742,243 7,198 17
Depreciation
At 1 January 1,403,741 728,159
Depreciation charge for the year 1,367,988 675,582
At 31 December 2,771,729 1403,741
Net carrying amount 1 January 5,794,276 2,357 767
Net carrying amount 31 December 7,970,514 5794 276
2012 2011
£ £
Future mimimum lease payments receivable under non-cancellable operating leases -
No later than one year 2,023,718 - 1,372,942
Later than one year and no later than five years 4,525,315 3,583.310
6,549,033 4,956,252
Aggregate operating lease rentals recervable i the year 1,710,045 864 978

The depreciation charge 15 included within cost of sales in the income statement

The Company leases equipment and vehicles to customers under operating lease agreements



ASSETFINANCE DECEMBER (F)} LIMITED

Notes on the Financial Statements {(continued)
| S D

7 Fimance lease receivables

2012 2011
£ £

Gross investment in finance leases
Amounts falling due
No later than one year 42,063,346 43,662 211
Later than one year and no later than five years 67,772,557 97,656,033
Later than five years 305,997 2473,575
Gross investment tn finance leases 110,141,900 143,831,819
Uneamned finance income (8.541,631) (12,440,543)
Impairment previsions {138,030) {109,467)
Net investment 1n finance leases less provisions 101,462,239 131 281 809
Amortsation of finance lease receivables
Amounts falling due
No later than one year 39,621,484 38,442 235
Later than one year and no later than five years 61,840,755 90,758,021
Later than five years - 2,081,553
Present value of minimum lease receivables 101,462,239 131,281,809
Fair value of amounts receivable under finance leases 103,041,641 135 25G 454
Contingent rents (payableWreceivable in respect of interest variation included tn
revenue (12,012) 6253
Aggregate finance lease rentals receivable tn the year 41,134,163 37 976,899

The fair value of floating rate finance lease receivables is not considered to be sigmficantly different from the
carrying value

The fair value of fixed rate finance lease receivables is calculated by discounting future minimum lease receivables,
using equivalent current interest rates

The Company leases vehicles, plant and machinery to customers under finance lease agreements These are
accounted for as loans and recervables, at amortsed cost

8 Receiwvables

2012 201

£ £

Value added tax - 1,165,163
- 1,165,163




ASSETFINANCE DECEMBER (F) LIMITED

Notes on the Financial Statements (continued)

BT
9  Deferred tax (assets)/ habilities

10

2012 2011
£ £

Leasing transactions temporary differences
At ] January 5,436,586 6,648,391
Income statement credit (10,187,184) (1,211,805)
At 31 December {4,750,598) 5,436,586

A deferred tax asset of £4,750,598 1s recognised in respect of leasing transactions temporary differences between
capital allowances and depreciation The related tax benefit 1s expected to be realised through the creanon of future
taxable profits within the company

During the year the Government substantively enacted further reductions in the UK corporation tax rate to 24% with
effect from 1 Apnil 2012 and to 23% with effect from | April 2013

In the financial statements for the year ending 31 December 2012, deferred tax has been calculated at the corporation
tax rates apphcable to the financial years in which it 1s expected that the assets wiil be realised or the habilities
settled, being 23 25% for the year ending 31 December 2013 and 23% thereafter The effect of the reduction in the
UK corporation tax rate 1s a one-off reduction 1n the recognised deferred tax asset of £204,953

On 5 December 2012 the Government announced 1ts intentton to reduce the UK corporation tax rate to 21% with
effect from 1 April 2014 and then on 20 March 2013 the Government announced its mtention to further reduce the
UK corporation tax rate to 20% with effect from 1 Apnil 2015 The above mentioned rate reductions were
substantively enacted 2 July 2013, however, as at 31 December 2012 the full anticipated effect has not been
quantified, although this will further reduce the Company's future current tax charge and reduce the Company's
deferred tax asset accordingly

Other habilities

2012 2011

£ £

Related parties Amounts owed to parent undertakings 98,067,023 126,425,327
Value added tax 1,900,193 -
99,967,216 126,425,327

Amounts owed to parent undertakings have no fixed date for repayment and are therefore technically repayable on
demand They are accounted for as financial liabilities, measured at amortised cost and the fair value 1s not
considered te be significantly different from the carrying value

11 Share capital
2012 2011
£ £
Allotted, called up and fully pad
2,500 000 Ordinary shares of £1 each 2,500,000 2 500,000
12 Fair value of financial assets and habilhities

Except where disclosed elsewhere, there are no matenal differences between the carrying value and the fair value of
financial assets and habihties as at 31 December 2011 and 31 December 2012
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13 Risk Management

The Company has exposure to the following types of risk arising from its use of financial instruments credit risk,
liquidity nisk and market risk Market nisk includes interest rate nisk and foreign exchange nsk

The management of all risks which are significant, together with the quantitative disclosures not already included
elsewhere 1n the financial statements, 1s descnibed 1n this note

Exposure to credit risk, hqudity risk and market nisk anses in the normal course of the Company’s business The
Company’s rnisk management policies are consistent with the HSBC Group’s risk management pohicies

The Company participates n transactions to which other HSBC group companies are also party The HSBC business
in which these companies reside (the ‘Busimess’ } has an established risk management process which considers the
risks at the outset and on an ongoing basis 1n relation to each transaction from the Business perspective — this will
consohdate the risks of participating companies and, as such, offsetting nsks will be ehminated To the extent there 15
any residual risk, management will miugate this by implementing the appropniate instruments and these will reside in
the relevant company

As part of that process, the Business’ management will review the monthly management accounts of the Business
There were no changes in the Company’s approach to risk management during the year

Credit risk management

Credit risk 15 the nisk of financial loss if a customer or counterparty fails to meet 1ts obligations under a contract It
anises principally from finance lease recervables

The Business manages credit risk for this entity as described above for nsks generally

Credit nsk 1s managed within the overall framework of HSBC policy, with an established risk management process
encompassing credit approvals, the control of exposures (including those to borrowers in financial difficulty), credit
policy direction to business units and the monitoring and reporting of exposures both on an individual and a portfolio
basis The Directors are responsible for the quality of the credit portfolios and follow a credit process nvolving
delegated approval authorities and credit procedures, the objective of which 15 to build and maintain risk assets of
high quality Regular reviews are undertaken to assess and evaluate levels of risk concentration, including those to
individual industry sectors and products Credit nsk 15 managed at a group level by business sector, rather than m
respect of mdividual undertakings

The maximum exposure to credit risk 1s represented by the carrying amount of each financial asset n the statement of
financial position No collaterat 1s held 1n respect of finance lease receivables, although as title to the underlying
assets remains with the lessor, these assets would be recoverable in case of default

Credit quality analysis

2012 2011
£ £
Gross finance lease receivables

Neither past dite nor impaired 101,596,298 131,391,276
— Impaired 397 -
101,600,269 131,391,276

Distribution of amounts neither past due nor impaired
Grade 1- 3 — satisfactory risk 101,596,298 131,391,276
101,596,298 131t 391 276

Grades 1 and 2 represent corporate facilities demonstrating financial conditions, nisk factors and capacity to repay
that are good to excellent

Grade 3 represents satisfactory nisk and includes corporate facilities that requare closer monitoring

There are no amounts classified as past due, as all finance lease recetvables are paid to the Company from a parent
undertaking treasury function on the due dates until considered not collectable Any amounts that are past due are
reflected in the financial statements of that parent undertaking
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Movement in allowance accounts for total loans and advances

2012 2012 2051 2001

Indnidualty assessed  Collectively assessed  Individually assessed  Collectively assessed

£ £ £ £

At | January 1 109,466 32,601 154,177
Amotnts written off (7.258) - {50,842) -
Charge/(credat) to income statement 72,765 (36,944} 18,242 (44711)
At 31 December 65,508 72,522 1 109 466

Liquidity risk management

Liquidity risk s the risk that the Company will not be able to meet its financial obligations as they fall due The
Company monitors its ¢ash flow requirements on a monthly basis and will compare expected cash flow obhigations
with expected cash flow receipts to ensure they are appropnately ahigned In hght of this the Company will borrow
funds as and when required from group undertakings

The Business manages liquidity nisk for this entity as described above for risks generally

The Company’s assets net of deferred tax, are funded principally by borrowings from a parent undertaking, which
acts as a treasury function This funding has no fixed repayment date and therefore 1s technically repayable on
demand The treasury function provides funds as required to finance the leases, at the same rates that currently apply
to the relevant Company borrowings, for the term of the leases

The following 1s an anaivsis of undiscounted cash flows payable under financial liabilities by remaming contractual
maturities at the end of the reporting period

Carrying value Contractual On demand Due within 3
cash flows months
£ £ £ £

31 December 2012
Amounts owed to parent undertakings 98,067,023 98,067,023 98,067,023 -
Accruals and deferred income 106,657 106,657 - 106,657
98,173,680 98,173,630 98,067,023 106,657

31 December 2011
Amounts owed to parent undenakings 126,425327 126,425,327 126,425,327 -
Accruals and deferred income 81,106 81106 - 81,106
126 506,433 126 506 433 126425327 81 106

Market nsk management

Market risk 1s the nish that movements 1n market risk factors, including foretgn exchange rates and interest rates will
affect the Company’s income The Company 1s not exposed to foreign exchange risk on 1its financial assets or
financial habilities

Interest rate risk

Interest rate nsk lending 15 managed at a group level by matching with equivalent fixed rate borrowings, with interest
recharged to the Company at cost, after taking the cost of group level sk management into account hence
minmising the interest rate sensiivity

Analysis of fixed and floating rate financial assets

2012 2011

£ £

Fixed rate 100,540,534 129,936,993
Floatng rate 921,705 1,344 816
101,462,239 131,281 809
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Related-party transactions

The Company has a related party retattonship with 1ts parent, with other group undertakings and with 1ts Directors

Particulars of transactions, arrangements and agreements involving third parties are disclosed elsewhere within the
financial statements

The ultimate parent undertaking {which 1s the ultimate controlling party) and the parent undertaking of the largest
group of undertakings for which group financial statements are drawn up and of which the Company 15 a member 15
HSBC Holdings Plc, and the parent undertaking of the smallest such group 1s HSBC Bank ple The immediate
holding Company 1s HSBC Equipment Finance (UK} Limited The result of the Company 15 included in the group
financial statements of HSBC Bank plc and HSBC Holdings Plc

Copaes of the group financial statements may be obtained from the following addresses

HSBC Bank plc HSBC Holdings plc
8 Canada Square 8 Canada Square
London London
E14 5HQ Ei4 SHQ
15 Capital management
The Company 1s not subject to externally imposed capital requirements and 1s dependent on the HSBC group to
provide necessary capital resources which are therefore managed on a group basis
The Company defines capital as total shareholders equity It 1s HSBC s objective to maintain a strong capital base to
suppori the development of 1ts business and to meet regulatory capital requirements at all imes There were no
changes to the Company s approach to capital management during the year
16 Contingent habilities
There were no contingent habilitics at 31 December 2012 (2011 £Nil)
17 Subsequent events

There are no subsequent events requiring disclosure 1n the financial statements
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