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Review of the Company’s business

The Company's principal activity is to lease assets to third party lessees for an agreed term under finance
and operating lease arrangements. No change in the Company's activities is anticipated.

During the year the Company wrote new business and continued the leasing transactions written in
previous years. In the prior year, the trades of Crown Vehicle Contracts plc and Motolease Limited, both
fellow group undertakings, were transferred to the Company on 31 March 2014. All of the leases were
reassigned and the total consideration paid was £3,017,960, being the carrying value of the net assets.
The fair value was not considered to be significantly different to the carrying value at that time.

Where relevant, other group undertakings, HSBC Asset Finance (UK) Limited and HSBC Equipment
Finance (UK) Limited, provide agency services to the Company. An appropriate management fee is
charged accordingly. The services provided include seeking new business, negotiating and agreeing terms
and arranging the execution of all lease documents on behalf of the Company, as well as maintaining
accurate accounting and other records such as borrowing funds and settlement of all invoices relating to
the services.

The business is funded principally by another group undertaking through borrowing. The Company has no
employees. Services required are provided by felow HSBC Group companies. The Company has no
stakeholders other than its parent Company.

Financial Performance

The Company'’s results for the year under review are as detailed in the income statement shown in these
financial statements.

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

Key performance indicators

As the Company is managed as part of a global bank, there are no key performance indicators that are
specific to the Company. The key performance indicators are included in the annual report of HSBC Bank
plc. Ongoing review of performance of the Company is carried out by comparing actual performance
against annually set budgets.

Risk management

The financial risk management objectives and policies of the Company, together with an analysis of the
exposure to such risks are set out in Note 13 of the financial statements.

Signed on behalf of the Board

B Bulford
Director

Dated: 31 August 2016

Registered Office
8 Canada Square
London

E14 5HQ
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Directors

The Directors who served during the year were as follows:

Name Appointed Resigned
M J Russell-Brown 2 June 2015
B Bulford 19 June 2015
M Harris 2 December 2015
N Subramanian 2 December 2015
R A Carter 30 June 2015
G P Hewitt 23 January 2015
R LelLong 19 June 2015 30 September 2015

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 against claims from third parties in respect of certain liabilities
arising in connection with the performance of their functions, in accordance with the provisions of the UK
Companies Act 2006. Indemnity provisions of this nature have been in place during the financial year but have
not been utilised by the Directors. All Directors have the benefit of directors’ and officers’ liability insurance.

Dividends

The Directors do not recommend the payment of a dividend in respect of the year ended 31 December 2015
(2014: £Nil)

Significant events since the end of the financial year

Following the referendum on 23 June 2016, the UK took the decision to leave the European Union at a date in
the future to be agreed. As a result, general market conditions are expected to slow in the short to medium
term and consequently future business growth may be lower than previously planned. However it is too early
to reliably quantify any future impact on the Company at this point in time. This is not expected to have any
effect on the Company's ability to trade as a going concern.

No other important events affecting the Company have occurred since the end of the financial year.
Future deveiopments

No change in the Company's activities is expected.

Going concern basis

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

Financial risk management

The financial risk management objectives and policies of the Company, together with an analysis of the
exposure to such risks are set out in Note 13 of the financial statements.

Disclosure of information to the Auditor

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

Auditor

Following a tender process for the audit of HSBC Holdings plc and its subsidiaries in 2013,
PricewaterhouseCoopers LLP was appointed as auditors for the HSBC group entities effective for periods
ending on or after 1 January 2015.
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Statement of Directors’ responsibilities

The following statement, which should be read in conjunction with the Auditor’s statement of their
responsibilities set out in their report on page 6, is made with a view to distinguish the respective
responsibilities of the Directors and of the Auditor in relation to the financial statemer)ts.

The Directors are responsible for preparing, in accordance with applicable law and regulations, a Strategic
Report, a Directors’ Report and the financial statements for each financial year.

The Directors are requiréd to prepare the financial statements in accordance with International Financial
Reporting Standards (‘IFRSs’) as adopted by the European Union (‘EU’) and have elected to prepare the
Company'’s financial statements on the same basis.

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.

. " M

In preparing these financial statements, the Directors are required to:

. select suitable accounting'policies and then apply them consistently;
.. make judgments and estimates that are reasonable and prudent; and,
o . state whether they have been prepared in accordance with IFRSs as adopted by the EU.

The Directors are required to prepare the financial staterﬁents on the going concern basis unles‘s itis not
appropriate. Since the Directors are satisfied that the Group has the resources to continue in business for the
foreseeable future, the financial statements continue to be prepared on a going concern basis.

The Directors have responsibility for ensuring that sufficient accounting records are kept that disclose with
reasonable accuracy at any time the financial position of the Company and enable them to ensure that its
financial statements comply with the Companies Act 2006.

N

The Directors have general responsibility for taking such steps as are reasonably open to them to safeguard
the assets of the Company and to prevent and detect fraud and other irregularities.

By order of the Board

B Bulford
Director

Dated: 31 August 2016

Registered Office
8 Canada Square
London

E14 5HQ
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Report on the financial statements
Our opinion
In our opinion, Assetfinance December (F) Limited's financial statements (the “financial statements”):

e give a true and fair view of the state of the Company’s affairs as at 31 December 2015 and of its profit
and cash flows for the year then ended;

« have been properly prepared in accordance with International Financial Reporting Standards (“IFRSs") -
as adopted by the European Union; and

« have been prepared in accordance with the requirements of the Companies Act 2006.
What we have audited
The financial statements, included within the Financial Statements (the “Annual Report”), comprise:

the statement of financial position as at 31 December 2015; .

the income statement and statement of comprehensive income for the year then ended;

the statement of cash flows for the year then ended;

the statement of changes in equity for the year then ended; and

the notes to the financial statements, which include a summary of significant accounting policies and
other explanatory information.

The financial reporting framework that has been applied in the preparation of the financial statements is
applicable law and IFRSs as adopted by the European Union.

In applying the financial reporting framework, the directors have made a number of subjective judgements, for
example in respect of significant accounting estimates. In making such estimates, they have made
assumptions and considered future events.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion, the information given in the Strategic Report and the Directors’ Report for the financial year for
which the financial statements are prepared is consistent with the financial statements.

Other matters on which we are required to report by exception

Adequacy of accounting records and information and explanations received

Under the Companies Act 2006 we are required to report to you if, in our opinion:
« we have not received all the information and explanations we require for our audit; or

e 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 with the accounting records and returns.
We have no exceptions to report arising from this responsibility.
Directors’ remuneration

Under the Companies Act 2006 we are required to report to you if, in our opinion, certain disclosures of
directors’ remuneration specified by law are not made. We have no exceptions to report arising from this
responsibility.
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Independent Auditors’ Réport to the Members of Assetfinance December (F) Limited
(continued)

Responsibilities for the financial statements and the audit

Our responsibilities and those of the directors

As explained more fully in the Statement of Directors' responsibilities 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 fair
view.

Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable
law and International Standards on Auditing (UK and Ireland) (“ISAs (UK & Ireland)”). Those standards require
us to comply with the Auditing Practices Board’s Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for the Company's members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in
giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom
this report is shown or into whose hands it may come save where expressly agreed by our prior consent in
writing.

What an audit of financial statements involves

We conducted our audit in accordance with ISAs (UK & Ireland). An audit involves 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 fraud or error. This includes an
assessment of:

o whether the accounting policies are appropriate to the Company’s circumstances and have been
consistently applied and adequately disclosed,;

e the reasonableness of significant accounting estimates made by the directors; and
e the overall presentation of the financial statements.

We primarily focus our work in these areas by assessing the directors’ judgements against available evidence,
forming our own judgements, and evaluating the disclosures in the financial statements.

We test and examine information, using sampling and other auditing techniques, to the extent we consider
necessary to provide a reasonable basis for us to draw conclusions. We obtain audit evidence through testing
the effectiveness of controls, substantive procedures or a combination of both.

In addition, we read all the financial and non-financial information in the Annual Report to identify material
inconsistencies with the audited financial statements and to identify any information that is apparently
materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of
performing the audit. If we become aware of any apparent material misstatements or inconsistencies we
consider the implications for our report.

ik |

Andrew Batty (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Birmingham

Date: 3 \ A'.:)—l‘)k"u’\é
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Income statement for the year ended 31 December 2015

2015 2014
Notes £ £
Revenue
Finance 1ease iNCOME .......cceevvveererenernrernrenrererenrennrenseriieranns 2,101,766 3,293,306
Operating lease income 870,814 989,662
2,972,580 4,282,968
CoStOf SAIES ..evviiiniirniieiiiereere e et (672,131) (723,504)
2,300,449 3,559,464
INtErest EXPENSE ...ceuvivrirueiriiiniiiriiiiie it 3 {660,869) (1,149,009)
Impairment credit ..........ccoooviiiiiiniiiini 22,982 10,832
Administrative @XPense ..........ccovviiiiiiiiiiiiiei e 4 (168,140) (261,045)
Profit before tax ...........coooviiiiiiiiiiiiiiiii 1,494,422 2,160,242
TAX @XPENSE ..evtevnieiueirnirneniriaeriierirenetieterratsrriesasreenreeants 5 (1,019,514) (544,123)
Profit forthe year ............c..cooviviiiiiiiiiiiiinii i 474,908 1,616,119

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

The accounting policies and notes on pages 11 to 20 form an integral part of these financial statements.

Statement of comprehensive income for the year ended 31 December 2015

There has been no comprehensive income or expense other than the profit for the year as shown above
(2014: £Nil).
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Statement of financial position as at 31 December 2015

2015 2014
Notes £ £
ASSETS
Non-current assets
Property, plant and equipment 6 9,911,653 2,504,408
Deferred tax assets 9 10,469,942 14,156,592
20,381,595 16,661,000
Current assets
Finance lease receivables ........co.oevviiiieeniiiiieci e eenens 7 29,114,126 45,142,203
Receivables ...........c....o...e. 8 432,992 -
Current tax assets 2,667,136 -
32,214,254 45,142,203
TOtal @SSEES ..vuiriiiiiiie e e e e et e e aeaes 52,595,849 61,803,203
LIABILITIES AND EQUITY
Current liabilities
Other abilities ........coivniiiieiiiiieee e eereei e eeaens 10 47,942,234 56,732,333
Accruals and deferred inComMe ........cvvevviiiiiiiiiiiiiiiiirerieeeen 114,630 74,580
Current tax labilities .........c.covveiiiiiiiiiiiiieiiei e eeiaeieanas - 932,213
Total HabilitiEs .....ocvvivrnvieieiieie et re s eeae e e e eeen 48,056,864 57,739,126
Equity
Called up share capital ..........cooeieiiniiiiiiiiiiir e 11 2,500,000 2,500,000
Retained €amings...........cccoviiiiiiiniiini e 2,038,985 1,564,077
Total @QUILY .. oeenineeiiniie e 4,538,985 4,064,077
Total equity and liabilities ...............cccocoviiiiiiiiniiin 52,595,849 61,803,203

The accounting policies and notes on pages 11 to 20 form an integral part of these financial statements.

These financial statements were approved by the Board of Directors on 31 August 2016 and were signed
on its behalf by:

B Bulford
Director
Company Registration No: 957327
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Statement of cash flows for the year ended 31 December 2015

Cash flows from operating activities
Profit Before tax ........cooeeviiiiiiiiiiiii

Adjustments for:
~  Depreciation Charge .........ccoeeveeiiniiiniinniiiiniiiinneenee
- Profit on disposal of property plant and equipment .................
—  Provisions released .........c.o.oouiiiiiiiiiiiiii e
- Change in operating assets
- Change in operating liabilities ...............c.cocoviiiiiiiiinniiinnn.
= TaX PaAd...ccoiiniiiiiii s

Net cash generated from operating activities ............................il

Cash flows from investing activities

Purchase of property, plant and equipment ..................c.ooe
Acquisition of net assets from fellow group undertakings
Proceeds from sale of property, plant and equipment ......................

Net cash used in investing activities ...............ccccoviiiniiiiiinnii

Cash flows from financing activities
Paid to parent undertakings in respect of other financing activities......

Net cash used in financing activities ...............coooeeiiiiiinien,

2015 2014

£ £
1,494,422 2,160,242
698,585 803,015
(26,451) (79,510)
(22,982) (10,832)
15,618,067 20,221,832
(1,715,921) (51,332)
(932,213) (7,900,250)
15,113,507 15,143,165
(8,109,379) -
- (3,017,960)

30,000 2,322,536
{8,079,379) (695,424)
(7,034,128) (14,447,741)
(7,034,128) (14,447,741)

Net increase in cash and cash equivalents.....................oeeeennnn
Cash and cash equivalents brought forward ..............ccoocevviiniinnnn

Cash and cash equivalents carried forward ............c..ccoceiiiininnnnns

The accounting policies and notes on pages 11 to 20 form an integral part of these financial statements.
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Statement of changes in equity for the year ended 31 December 2015

Called up share Retained Total equity
capital earnings
£ £ £
2015
At 1 January 2015 2,500,000 1,564,077 4,064,077
Profit forthe year ...........oeoviiiiiiiiiie e ern s - - 474,908 474,908
Total comprehensive income for the year ..............c........ - 474,908 474,908
At 31 December 2015 ........ooeiiiiiiiiiiiii e 2,500,000 2,038,985 4,538,985
Called up share (Accumulated Total equity
capital losses) /Retained
eamings
£ £ £
2014
At1January 2014 ......cooiviiiiiiiiieii e 2,500,000 (52,042) 2,447,958
Profit forthe year ...........ccovieiiiii e eeens - 1,616,119 1,616,119
Total comprehensive income forthe year ...........cc......... - 1,616,119 1,616,119
At 31 December 2014 .........ocivieneiiiiiiiie e 2,500,000 1,564,077 4,064,077

The accounting policies and notes on pages 11 to 20 form an integral part of these financial statements.

Total equity is wholly attributable to equity shareholders.

10
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1 Basis of preparation

(@)

(b)

(©

Compliance with International Financial Reporting Standards
The financial statements are presented in sterling and have been prepared on the historical cost basis.

International Financial Reporting Standards ('IFRSs’) comprise accounting standards issued or
adopted by the International Accounting Standards Board (‘IASB’) as well as interpretations issued or
adopted by the IFRS Interpretations Committee ('IFRS IC’).

The financial statements of the Company have been prepared in accordance with IFRSs as issued by
the IASB and as endorsed by the EU. EU-endorsed IFRSs could differ from IFRSs as issued by the
IASB if, at any point in time, new or amended IFRSs were not to be endorsed by the EU.

At 31 December 2015, there were no unendorsed standards effective for the year ended 31 December
2015 affecting these financial statements and there was no difference between IFRSs endorsed by the
EU and IFRSs issued by the IASB in terms of their application to the Company. Accordingly, the
Company’s financial statements for the year ended 31 December 2015 are prepared in accordance
with IFRSs as issued by the IASB.

Standards adopted during the year ended 31 December 2015

During 2015, the Company adopted a number of standards, interpretations and amendments thereto
which had an insignificant effect on the financial statements.

Future accounting developments

At 31 December 2015, a number of standards and amendments to standards had been issued by the
IASB, which are not effective for the Company'’s financial statements as at 31 December 2015. None
of these are expected to have a significant effect on the results or net assets of the Company when
adopted.

General information
Assetfinance December (F) Limited is a Company domiciled and incorporated in England and Wales.

Details of its principal activities are included in the Strategic Report.

2 Summary of significant accounting policies

(@

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

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 legal title, are classified as finance leases. They are
recorded at an amount equal to the net investment in the lease less any impairment provisions, within
finance lease receivables.

The net investment in finance leases represents the sum of the minimum payments receivable (gross
investment in the lease) discounted at the rate of interest implicit in the lease. The difference between
the gross investment in the lease and the net investment in the lease is recorded as unearned finance
income.

Income from finance leases is recognised over the periods of the leases so as to give a constant rate
of return on the net investment in the leases.

Initial direct costs incurred in arranging the lease, less any fee income related to the lease, are
included in the initial 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 interest rates.

1
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(b)

(©

(d)

(e)

All other leases are classified as operating leases. Income from operating leases is recognised on a
straight-line basis over the lease term.

Interest expense

Interest expense for all financial instruments is recognised in ‘Interest expense’ in the income
statement using the effective interest method. The effective interest method is a way of calculating the
amortised cost of a financial liability and of allocating the interest expense over the relevant period.

The effective interest rate is the rate that exactly discounts estimated future cash payments through
the expected life of the financial instrument or, where appropriate, a shorter period, to the net carrying
amount of the financial liability. When calculating the effective interest rate, the Company estimates
cash flows considering all contractual terms of the financial instrument but excluding future credit
losses. The calculation includes all amounts paid by the Company that are an integral part of the
effective interest rate of a financial instrument, including transaction costs and all other premiums or
discounts.

Income tax
Income tax comprises current and deferred tax and is recognised in the income statement.

Current tax is 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 period and any adjustment to tax
payable in respect of previous years. Current tax assets and liabilities are offset when the Company
intends to settle on a net basis and the legal right to offset exists.

Deferred tax is recognised on temporary differences between the carrying amounts of assets and
liabilities in the statement of financial position and the amounts attributed to such assets and liabilities
for tax purposes. Deferred tax liabilities are generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that it is probable that future taxabie profits will be
available against which deductible temporary differences can be utilised.

Deferred tax is calculated using the tax rates expected to apply in the periods in which the assets will
be realised 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 hirer's rental contract to an
estimated residual value on a straight-line basis. This depreciation charge is included within cost of
sales in the income statement. Impairment loses are recognised to the extent that the residual values
are not fully recoverable and the carrying value of the asset is thereby impaired.

Property, plant and equipment is subject to an impairment review if there are events or changes in
circumstances which indicate that the carrying amount may not be recoverable.

Financial liabilities

Financial liabilities are initially measured at fair value less any transaction costs that are directly
attributable to the purchase or issue. Financial liabilities are recognised when the Company becomes
party to the contractual provisions of the instrument. The Company derecognises the financial liability
when the Company’s obligations specified in the contract expire, are discharged or cancelled.
Subsequent to initial recognition, financial liabilities are measured at amortised cost using the effective
interest rate method.

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

12
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(9)

(h)

@

@

Impairment of financial assets

Losses for impaired loans are recognised promptly when there is 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 is
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 original effective interest rate, and comparing the resultant present value with the loan’s
current carrying amount.

Collectively assessed impairment losses are calculated on the basis of past experience, current
economic conditions and other relevant factors to provide for losses not yet specifically identified.

Financial assets are written off to the extent that there is no realistic prospect of recovery.
Statement of cash flows

The statement of cash flows has been prepared on the basis that, with the exception 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 arise ultimately
from the Company'’s financing activities, through which the Company will acquire resources intended
to generate future income and cash flows.

Share capital

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

Dividends payable in relation to equity shares are recognised as a liability in the period in which they
are declared.

Determination of fair value

All financial instruments are recognised initially at fair value. In the normal course of business, the fair
value of a financial instrument on initial recognition is the transaction price (that is, 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, it is 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,
in terms of the materiality of the items to which the policy is applied, which involve a high degree of
judgement and estimation, are:

Impairment of loans

The Company’s accounting policy for losses in relation to the impairment of financial assets is
described in Note 2(f). Impairment is calculated on the basis of discounted estimated future cash
flows.

Impairment of property, plant and equipment

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

13
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Interest expense

All interest expense was payable to a parent undertaking.

4 Administrative expense
Administrative expenses include £168,140 (2014: £261,045) in respect of group management charges
payable to a parent undertaking.
Certain expenses including auditors’ remuneration have been borne by a fellow group undertaking and are
therefore not charged in arriving at the profit before taxation. The auditors' remuneration borne on behalf
of the Company amounted to £2,957. There were no non-audit fees incurred during the year (2014: £Nil).
The Company has no employees and hence no staff costs (2014: £Nil).
The Directors made no charge for their services (2014: £Nil) and their services to the Company are
deemed to be provided as part of their services to HSBC Bank Pic.

5 Tax expense

Current taxation

UK corporation tax (credit)/charge - on current year profit ............
Adjustments in respect of prior years ...........coocceevveniiiiiieinnn.
Total CUrrENt taX ... ...ouiuiiiiii e eaeea e e e
Deferred taxation

Origination and reversal of temporary differences ......................
Effect of changes intax rates ..........ccoeeeeviiiiiiiininiiieeinncinne.

Total deferred tax .............ccvviiiiiiiiiiiiii e
Total tax charged to the income statement..........................cc.

2015 2014

Notes £ £
(2,667,136) 932,213

- 24,837

(2,667,136) 957,050

2,969,706 (467,910)

716,944 54,983

3,686,650 (412,927)

1,019,514 544,123

The UK corporation tax rate applying to the Company was 20.25 per cent (2014: 21.5 per cent).

The following table reconciles the tax expense which would apply if all profit had been taxed at the UK

corporation tax rate:

2015 Percentage of 2014 Percentage of

overall profit overall profit

before tax before tax

£ % £ %

Tax at 20.25% (2014: 21.5%) ....c.cveuneennt 302,570 20.2% 464,303 21.5%
Adjustments in respect of prior years ....... - - 24,837 1.2%
Changes intaxrates.............ccoeevnennnnnss 716,944 48.0% 54,983 2.5%
Total tax charged to the income statement 1,019,514 68.2% 544,123 25.2%

The UK Government announced that the main rate of corporation tax rate for the year beginning 1 April
2017 will reduce from 20% to 19% to be followed by a further reduction to 18% for the year beginning 1
April 2020. These reductions in the corporation tax rate were enacted in the Finance (No 2) Act 2015.

The UK Government then announced in the 2016 Budget that the main rate of corporation tax will reduce
to 17% for the year beginning 1 April 2020. As this change has not been substantively enacted at the
reporting date its effect has not been included in these financial statements.

It is not expected that the future rate reduction will have a significant effect to the Company.

14
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6 Property, plant and equipment

Operating lease assets

2015 2014
£ £
Cost
At 1 January 4,508,408 8,776,146
Additions ..... 8,109,379 -
DiSpOSalS ...ocvvrrirerinieiriii e (145,735) (4,413,473)
Transfer from other group undertakings - 145,735
At 31 DECEMDET ..veiiviiiinieiieiiieeeiiieeeuieetteer ettt e tenenena e ereneeansennaeees 12,472,052 4,508,408
Depreciation
F e e I - 13TV 1RO 2,004,000 3,240,379
Depreciation charge for the year ..... 698,585 803,015
DiSPOSAIS ..evivniiiiiiiiiiiieiiriiierereerriens (142,186) (2,170,447)
Transfer from other group undertakings - 131,053
At 31 DECEMDET ..eeiiiiiiiiiiiiii ettt e e 2,560,399 2,004,000
Net carrying amount 1 JANUAIY ........ccoouuieeiieimiiiniiiie e cerieevaenene 2,504,408 5,635,767
Net carrying amount 31 December .........c.ccvviviiiiiiiiiiiiiiniin 9,911,653 2,504,408
2015 2014
£ £
Future minimum lease payments receivable under non-cancellable operating
leases:
No later than ONe YEar ..........ccceeviiiiiiiiiiiiiniiiiin e 1,523,362 659,194
Later than one year and no later than five years ...........ccc.cceviriiiinciinnnen. 4,080,450 293,751
5,603,812 952,945
Aggregate operating lease rentals receivable inthe year .......................... 870,814 989,662

The depreciation charge is included within cost of sales in the income statement.
The Company leases equipment and vehicles to customers under operating lease agreements.

On 31 March 2014 all of the lease contracts of Crown Vehicles Contracts plc and Motolease Limited were
transferred to the Company. The carrying value of such operating lease assets is shown above. The fair
value is not considered to be significantly different to the carrying value.
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ASSETFINANCE DECEMBER (F) LIMITED
Notes on the Financial Statements (continued)

7 Finance lease receivables

2015 2014
£ £

Gross investment in finance leases
Amounts falling due:
No later than ONe Year ...........ccvviiiiiiiiiiiin et et 13,611,519 23,914,571
Later than one year and no later than five years ...........cccccceeeeviviiniieenneen. 17,021,091 23,464,719
Later than fiVe YEars ........cccoveeuiireiiiiiiieiiireiereiieieeteriieeteeasateesnsrnnaenans 332,646 439,237
Gross investment in finance leases 30,965,256 47,818,527
Uneamed finance income .................. (1,809,698) (2,626,312)
IMPAIrMENt PrOVISIONS ......cviiiiii ittt e et ee i etntetaarieraereenaenasans (41,432) (50,012)
Net investment in finance leases less provisions ................ccooeeevviieenne 29,114,126 45,142,203
Amortisation of finance lease receivables:
Amounts falling due:
NO Iater than ONE YEAr .........oiiiiiiiiiieiiiie it eeie et et e ee v e v e anaa e 13,333,045 22,222,804
Later than one year and no later than five years ... 15,537,652 22,557,016
Later than five YEArs ..........ccvvieiiniciiiiii et aeeetreae e e e e e e e eans 243,429 362,383
Present value of minimum lease receivables ...............ccooovviiiiiin. 29,114,126 45,142,203
Fair value of amounts receivable under finance leases ...............cc.ceevueennns 29,179,274 48,152,339
Contingent rents payable in respect of interest variation included in revenue (882) (3,892)
Aggregate finance lease rentals receivable inthe year .........c.ccoccceennieenenn 23,581,898 35,077,701

The fair value of floating rate finance lease receivables is not considered to be significantly 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.

On 31 March 2014 all of the lease contracts of Crown Vehicles Contracts pic and Motolease Limited were
transferred to the Company. The carrying value of the net investment in finance leases transferred in
amounted to £3,005,473. The fair value is not considered to be significantly different to the carrying value.

8 Receivables

2015 2014
£ £
Value added taX ........ooinieiiiieiic et e e e e e s e anaes 432,992 -
432,992 -
9 Deferred tax assets

2015 2014
£ £

Leasing transactions temporary differences:
AL T JANUANY oottt eeee e e s aebseaeseenen st eennatasaassbeanaeens (14,156,592) (9.582,229)
Income statement charge/(credit) .............ocoeviiiiiiiiiii 3,686,650 (412,927)
Transfers — deferred tax .......c..ccoooviiieiiiiiiminnrcii e, - (4,161,436)
At 3T DECEMDEN .....ooiuieiiiiiiie ettt ecieeetieeee e enereeee e et aaraeassaessaessreas (10,469,942) (14,156,592)

Leasing transactions temporary differences relate principally to accelerated capital allowances and
depreciation.
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ASSETFINANCE DECEMBER (F) LIMITED
Notes on the Financial Statements (continued)

. _' -
A deferred tax asset of £10,469,942 is recognised in respect of leasing transactions temporary differences
between capital allowances and depreciation. The related tax benefit is expected to be realised through
the creation of future taxable profits within the Company.
10 Other liabilities
2015 2014
£ £
Related parties: Amounts owed to other group undertakings ..................... 47,942,234 54,976,362
AV VLI Te [o U=Te I - b PO PR UPPRRR - 1,755,971
47,942,234 56,732,333
Amounts owed to other group 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 is not considered to be significantly different from the carrying value due to their short term
nature.
11 Called up share capital
2015 2014
£ £
Allotted, called up and fully paid
2,500,000 (2014: 2,500,000) Ordinary shares of £1 €ach .......cccooveereuernnne 2,500,000 2,500,000
12 Fair value of financial assets and liabilities
Except where disclosed elsewhere, there are no material differences between the carrying value and the
fair value of financial assets and liabilities as at 31 December 2014 and 31 December 2015.
13 Risk Management

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

The management of all risks which are significant, together with the quantitative disclosures not already
included elsewhere in the financial statements, is described in this note.

Exposure to credit risk, liquidity risk and market risk arises in the normal course of the Company’s
business. The Company’s risk management policies are consistent with the HSBC Group's risk
management policies.

The Company participates in transactions to which other HSBC group companies are also party. The
HSBC business in which these companies reside (the “Business”) has an established risk management
process which considers the risks at the outset and on an ongoing basis in relation to each transaction
from the Business’ perspective — this will consolidate the risks of participating companies and, as such,
offsetting risks will be eliminated. To the extent there is any residual risk, management will mitigate this by
implementing the appropriate 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 is the risk of financial loss if a customer or counterparty fails to meet its obligations under a
contract. It arises principally from finance lease receivables.

The Business manages credit risk for this entity as described above for risks generally.
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ASSETFINANCE DECEMBER (F) LIMITED

Notes on the Financial Statements (continued)

Credit risk is 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 involving delegated approval authorities and credit procedures, the objective of
which is 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 risk
is managed at a group level by business sector, rather than in respect of individual undertakings.

The maximum exposure to credit risk is represented by the carrying amount of each financial asset in the
statement of financial position. No collateral is held in 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:

2015 2014
£ £
Gross finance lease receivables:

Neither past due nor impaired .........c...cccoveiiiiiieiiiniiiiii e 29,155,558 45,192,215
29,155,558 45,192,215

Distribution of amounts neither past due nor impaired:
Grade 1- 3 — satisfactorny risk ........ccovieiiieiiiieci e 29,155,558 45,192,215
29,155,558 45,192,215

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

Grade 3 represents satisfactory risk and includes corporate facilities that require closer monitoring.

There are no amounts classified as past due, as all finance lease receivables are paid to the Company
from another group 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 group undertaking.

Movement in allowance accounts for total loans and advances:

2015 2015 2014 2014

Individually Collectively Individually Collectively

assessed assessed assessed assessed

£ £ £ £

At 1 January 12,000 38,012 - 57,626
Amounts written off ...l 14,402 - 804 -
(Credit)/charge to income statement ...... (12,000) {10,982) 11,196 (22,028)
Transfer from other group undertakings . - - - 2,414
At 31 December ..........c..ccceeiiiiiiinnnns 14,402 27,030 12,000 38,012

Liquidity risk management

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.
The Company monitors its cash flow requirements on a monthly basis and will compare expected cash
flow obligations with expected cash flow receipts to ensure they are appropriately aligned. In light of this
the Company will borrow funds as and when required from group undertakings.

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

The Company’s assets net of deferred tax, are funded principally by borrowings from another group
undertaking, which acts as a treasury function. This funding has no fixed repayment date and therefore is
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.
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The following is an analysis of undiscounted cash flows payable under financial liabilities by remaining
contractual maturities at the end of the reporting period:

Carrying value Contractual Ondemand Due within 3
cash flows months
£ £ £ £

31 December 2015
Amounts owed to other group undertakings ........ 47,942,234 47,942,234 47,942,234 -
Accruals and deferred income ............ccoceennenenn. 114,630 114,630 - 114,630
48,056,864 48,056,864 47,942,234 114,630

31 December 2014
Amounts owed to other group undertakings......... 54,976,362 54,976,362 54,976,362 -
Accruals and deferred income ...........ccovveeinnnenen 74,580 74,580 - 74,580
55,050,942 55,050,942 54,976,362 74,580

Market risk management

Market risk is the risk that movements in market risk factors, including foreign exchange rates and interest
rates will affect the Company’s income. The Company is not exposed to foreign exchange risk on its
financial assets or financial liabilities.

Interest rate risk

Interest rate risk lending is 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 risk management into
account hence minimising the interest rate sensitivity.

Analysis of fixed and floating rate financial assets:

2015 2014

£ £

FIXed rate ..ovveneinie i e 29,099,211 44,909,115
Floating rate ........couuiiiiiiiiiiiiiiieei e e ) 14,915 233,088
29,114,126 45,142,203

Related-party transactions

The Company has a related party relationship with its parent and with other group undertakings .

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

The ultimate parent undertaking (which is the ultimate controlling party) and another group undertaking of
the largest group of undertakings for which group financial statements are drawn up and of which the
Company is a member is HSBC Holdings Plc, and the parent undertaking of the smallest such group is
HSBC Bank plc. The immediate holding Company is HSBC Equipment Finance (UK) Limited. The result of
the Company is included in the group financial statements of HSBC Bank plc and HSBC Holdings Plc.
Copies 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 E14 5HQ
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Capital management

16

The Company is not subject to externally imposed capital requirements and is 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 is HSBC's objective to maintain a strong
capital base to support the development of its business and to meet regulatory capital requirements at ali
times. There were no changes to the Company's approach to capital management during the year.

Contingent liabilities

17

There were no contingent liabilities at 31 December 2015 (2014: £Nil).

Subsequent events

Following the referendum on 23 June 2016, the UK took the decision to leave the European Union at a
date in the future to be agreed. As a result, general market conditions are expected to slow in the short to
medium term and consequently future business growth may be lower than previously planned. However it
is too early to reliably quantify any future impact on the Company at this point in time. This is not expected
to have any effect on the Company's ability to trade as a going concern.

There are no other subsequent events requiring disclosure in the financial statements.
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