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JCB FINANCE LIMITED
. Strategic Report
For the year ended 31 Dacember 2019

Acﬂvlty . ’ ' ‘

The principal activity of the company continues to be the provision of instaiment credit and leasing 'facml(es The company is a subsidiary of the
NatWest Group plc which provides the company with guidance and access to all central resources it needs and heips to determine policy in all
key areas such as finance, risk, human resources or environment. For this reason, the directors believe that performance indicators specific to
the company are nol necessary or appropriate for an understanding of the development, performance or pasition of the business.

The annual reports of the NatWest Group plc review these matters on a group basis, Copies can be obtained from Corporate Governance and
Regulatory Affairs, NatWest Group plc, Gogarbum, Edinburgh, EH12 1HQ, the Registrar of Companles or through the group’s website at
natwestgroup.com.

Business review and outlook

The directors are satisfied with the company’s peﬂormance in the year, having recorded a satisfactory profit. The trade and ‘assets of the 2
subsidiary companies JCB Finance (Leasing) Limited and Landpower Leasing Limited were transferred at book value to the Company on 1
November 2018. On 13 December 2019 interim dividends of £6m and £13m respectively were pald by the subsidnary entities to JCB Finance
Limited. .

The company will be guided by its shareholders in seeklné further opportunities for growth.

Financial podormanco

The profit on ordinary activilies before taxation during the year was £35,938,278 (31 December 2018: £18,867,006). The tax expense for the year
was £3,288,357 (31 December 2018: £3,522,778), which resulted in a prof it of £32,649,921 being transferred to reserves (31 December 2018:
£15,344,228). The Company paid dwldends totalling £20, 000 000 during the year (2018 £20,000,000).

The armount financed under all forms of agreements entered into during the year was £1;058.37Z,614 (2018: £978,686,135). Pension costs were
increased by £4.04m in the year (2018: £Nil) due o the amendment of a historic Defined Benefit scheme rule change.

Prlnclpal risks and uncertainties

The company seeks to minimise its exposure to extema financial nsks Further |nformauon on financial risk management policies and exposures
is disclosed in note 23 of the financial statements. It also has exposure to asset risk on the residual vatue of property, plant and equipment, which
is further explained in note 1.

Directors duties and eng gagement with stakeholders

Section 172(1) statement: .

Section 172(1) of the Companies Act 2006 (Section 172) is one of the statutory duties that directors have and requlres them to promote the
success of the Company for the benefit of sharehalders as a whole while taking into account the interests of other stakeholders and, in so doing,
have regard to the matters set out in Section 172(1)(a) to (f). These include the long term consequences of decislons, colleague interests, the
need to foster the Company’s business relationships with suppliers, customers and others; the impact on community and the environment; the
Company's reputation and the need {o act fairly as between members.

The Company’s key stakeholders are business customers of all sizes, from small family run businesses to large commercial enterprises, the JCB
Dealer network, JCB Finance employees (being full time and part time staff), and suppliers who support the Company in the provision of
elements of its products and services. These key stakeholders have been identified by virtue of contracts and relationships held by those
stakeholders direclly with the Company. The range of engagement methads used by directors to understand the various stakeholder views and
interests include Net Promoter Scores, complaint volumes staff surveys and open lines of communication with the Dealer neMork at all levels
within the business.

Directors are supported in the discharge of their duties by the Company Secretary. All Directors are aware of their statutory duties, mcludlng
Section 172 and are aware of the reporting requirements introduced by the Companies (Miscellaneous Reporting) Regulatlons 2018.

Engagement with suppliers, customers and others

Customers are at the heart of everything JCB Finance does and the Board recognises the key role suppliers play in ensuring the Company -
delivers a rellable service to customers. The Company is also committed to managing the wider social, enviranmental and economic impacts of
its operations which includes the way it deals with its customers and manages suslamabmty issues in its supply chain. Refer to jcb-finance.com .
for the Company's Modem Slavery Statement.

Engaging employees
JCB Finance adopts a pro-active approach to employee engagement. The management structure provides open channels for employee
communication and (eedback and confidential employee suweys are used to ensure employee views are taken into account in decision making.

How stakeholder interests have influenced decision making .

The Company recognises the importance of engaging with stakeholders to help inform strategy and Board decision making. Relevant
stakeholder interests, including those of employees, are taken into account by the Board when it takes decisions. All decisions taken by the
Board during the financial year were routine in nature but took account of relevant stakeholder interests, as appropriate. Please refer to the

Annual Report and Accounts of the QatWest Group plc for further information on its approach to stakeholder engagement
\ ’ .

R J Heldreich . ) )

COMPANY SECRETARY . . : . o,

9 September 2020
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JCB FINANCE LIMITED
Directors’ Report
For the year ended 31 December 201§

The directors present their annual report and the audited fi nanclal statements for the year ended 31 December 2019 The Stmteglc Report
" inciudes the review of the year and risk report. . .

/

Dlrectors and Company Secrelary
" The Directors and Company Secrelary, who served during the year and subsequently. are Ilsted below:

J D B Workman

D T Brown (appainted 3 July 2020)

D S Dolbear {resigned 3 July 2020)

4 C Hail

M Hargreaves (resigned 20 April 2020)
R J Heldreich '

| J Isaac

P R Jennings

J A Pattara

D G Powell

R A M Winter (appointed 14 May 2020)

Directors' Responsibilities Statement :
The directors are responslble for preparing the Strateg;c Report, the Directors’ Repon and the financial statements in awordance with applicable
law and regulat(ons

Company iaw requires the directors to prepare financial statements for each financial year. Under that law the directors have elected to prepare
the financial statements in accordance with Financial Reporting' Standard (FRS) 101 Reduced Disclosure Framework. 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 ioss of the company for that year. In preparing these financial statemenits, Interational Accountmg Standard 1
requires that directors:

« select suitable accounting policies and then apply them consistently;

+ make judgiments and eslimates that are reasonable and prudent;

- state whether FRS 101 has been followed; and

+ make an assessment of the company's ability to continue as a going concern.

The directors are responsible for keeping adequate accounting records that are sufficlent to show and explain the Company’s transactions and
disclose with reasonable accuracy at any time the financial position of the Company and enable them to ensure that the Strategic Report, the
Directors' Report and the financial statements comply with the Companies Act 2008. They are also respansible for safeguarding the assets of
the Company and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

Disclosure of lnformation to Auditor

Each of the directors at the date of approval of thls report confirms that:

- 50 far as they are aware, there Is no relevant audit information of which the Compan)fs auditor is unaware; and

- the director has taken all the steps that they ought to have taken to make themselves aware of any re!evant audit informellon and to eslabhsh
that the company's auditor Is aware of thatinformation.

Thls confirmation ls glven and shall be mterpreled in accordance with the provnsuons of sechon 418 of the Companies Act 2006.
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JCB FINANCE LIMITED
Directors' Report (continued)

For the year ended 31 December 2019

Policy and Practice on Payment of Creditors

The company follows the policy and practice on payment of trade creditors determined by the NatWest Group plc, which is committed o

maintaining a sound commercial refationship with its suppliers. Consequently, the policy is to negotiate and agree terms and conditions with its
suppliers, which includes the giving of an undertaking to pay them within 30 days of receipt of a oorreclly prepared tnvoice submitted in
accordance with the terms of the contract or such other payment year as may be agreed ’

_Trade creditors of the Company at the year end were equwalent to 12 days purchases based on the average dally amount invoiced to the
" Company during thls year (2018: 6 days).

Golng Concern :
These financial statements are prepared on a going concern basis, see note 1(a) on page 12.

Approved by the Board of Directors
R J Heldreich

COMPANY SECRETARY
9 September 2020

signed an behalf of the Board
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'JCB FINANCE LIMITED

Independent Auditor's Report to the Mermib s of JCB Fi Limited

Opinion : :

We have audited the financial statements of JCB Finance Limited for the year ended 31 December 2019 which comprise the Income Statément,
the Statement of Comprehensive income, the Statement of Changes in Equity, the Balance Sheet and the related notes 1 to 27, including a
summary of significant accounting policies. The financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards including FRS 101 'Reduced Disclosure Framework {United Kingdom Generally Accepted Accounting
Practice). - .

In our opinion, the financial statements:

» give a true and fair view of the companys affairs as at 31 December 2019 and of lls profit for the yaar then ended;

« have been properly prepared in’ accordance with United Kingdom Generally Accepted Accounting Practice; and
+ have been prepared In accordance with the requlremaril; of the Companies Act 2006.

E Basns for opinion
We conducted our audit in accordance with International Standards on Audmng (UK) (ISAs (UK)) and applicable law. Our responslblliues under
those standards are further described in the Auditor's responsibilities for the audit of the financial statements section of our report below. 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 and we have fulrlled our other ethical responsibilities in accordance with these requlrements

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

Emphasis of matter - Effects of Covid-19 :
We draw atlention to Notes 1(a) and 27 of the financial statements, which describes (he economic disruption the company ls facingasa resuit of
Covid-19, which is impacting current busmess operations and financlal markets. Our opinion is not modified in respect of this matter.

Conclusions rolatlng to going concern-

We have nothing to report in respect of the-following matters In relanon to which the ISAs (UK) require us to repon to you where

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

» the directors  have not disclosed in the financial statements any identified material uncertainties that may cast significant doubt aboul 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.
Other information : \
The other information compnses the information mcluded in the annual repon olher lhan the financial sla(emenls and our audltor's report
thereon. The direclors are responsible for the other information.

Our opinion on the financial statemenis does not cover the other information and, except to the e)dent otherwise exphcllly stated in thls report, wa
do not  express any form of assurance condusmn thereon .

In connection with our audit of lhe financial statements, our responsibllity is to read the olher mlormation and, in doing 80, consxdet whether the *
_other information is ‘materially inconslistent with the financial statements or our knowledge obtalned in- the audit or otherwise appears to be’
* materially misstated. If we idenify such materiaf inconsistencies or apparent material misstatements, we are required to determine whether there
- Is a materiai 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 the other information; we are requtred to report that fact,

We have nothmg to report in this regard

Opinion on other matter prescribed by the Comipanles Act 2006
In our opinion, based on the work undertaken in the course of the audit;
- the information given in the strategic report and the directors’ report for the tinancia! year for whlch the financial statements are prepared is

* consistent with the financial statements; and

.+ the strategic report and directors report have been prepared in accordance with applicable Iegal requlremants
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Cbntinuing opﬁmﬂons
Revenue l

Other opéraﬁng Inc;m)a
Other net operating charges

C_Jperating profit

* Other income

Finance costs
PROFIT BEFORE TAXATION .
-Tax expense on profit on ordinary activitiqs

PROFIT éOR THE YEAR

JCB FINANCE LIMITED

income Statement

" For the year ended 31 December 2019

Notes

10

Page 9

2019
£

- 79,790,445

148,113
g51,1§s.1462
28,792,412

18,000,000

(11,854,134)-

35,938,278

. (3,268,357)
32,649,921
—

2018
£
68,901,271

117,958

{41,218,165) .
27,801,084

 (8,934,058)
18,867,006

{3,622,778)

15,344,228



Profit for the year

JCB FINANCE LIMITED
Statement of Comprehensive Income

For the year ended 31 December 2019

Items that wilt not be reclassified subsequently to profit or loss:

Movement in defined benefit pension scheme

Tax on movement in defined benefit pension scheme

Other comprehensive income for the year net of tax

Total comprehensive income for the year,

" At 1 January 2018

Profit for the year *

Other comprehensive income for the year
. Dividends paid (£200 per share).

At 31 December 2018

At .ianuary 2019
Profit for the year,

Other comprehensive income for the year

Dividends paid (£200 per share)

At 31 December 2019

Statements of Changes in Equity

As at 31 December 2018

page 10

2019 " 2018
£ T E
32,649,921 15,344,228
( 1,080,000) 180,000
183,600 (34,200)
(896,400) 145,800
31,753,521 15,480,028
Share Retained Total
Capital Earnings. Equity
£. B 3 £
100,000 13,041,548 13,141,548
. - 15344228 15,344,228
- 145,800 145,800
- (20,000,000) (20,000,000)
100,000 8,531,576 8,631,576
100,000 8,531,576 8,631,576
- 32,649,921 32,649,921
- (896,400)  (835,400)
- {20,000,000) _ (20,000,000) .
100,000 20,285,097 20,385,097




JCB FINANCE LIMITED
Balsnce Shaat .
" At3% December 2018
Company Reglstration Number: 00872266

Notes . E 2019 ' " 2018

£ : £
NON-CURRENT ASSETS ) . S ' o
Propetty, plant and equipment . 11 . $08.335.411 . 88,505,135
Finance tease receivablos EEE 20 . 4B9.277.265 - . 423,782,375
Defarred tai pssed . 16 . ’ - 42,735 -
- Invéstmentin subsidigries . 12 ’ R - 80350 i 50,350
- : 597,675461 " 512347668
CURRENT ASSETS . ) ] :
Amounts owed by subsidiary ndsrtaking : 13 . . © 14,534,774
Net investment in loan recelvables - - Mo ) 74.311,64) . 80,208,778
Finance foase receivables 20 - 332,087,852 ° R 208,673,459
Trada and other receivables | ’ o IR 10,433,488 8,580,253
- lavanories . 24 414,876 . T 569,757
Retiremeni bienefit schome . : [ . : 2,320,000 . 7,240,000
Cash ai bank and 1n hand R . . —_ 364 . C 254
: ‘ o 420.485 325 : 41D 875,275
TOTAL ASSETS : o : ‘ 1,016,140,788 C 2,223,436
cunnam LIABILITIES . . ] o .
Amounts owed to group undoentakings ) 16 ' ) (508,107,905) (486.,443,241)
Tradg and cther payebles’ ) 17 . . {21,347,784) - . (16,364,340}
- : (526.455,689) . (501,807,581)
TOYAL ASSETS LESS CURRENT LIABILIYIES 408,685.007 . 421415564
NON.GURRENT LIABILITIES » : o I
Amounts owed to group undsitakings C 16 . . {488,300 600} (409.566,000;
Defarred tax liabilties . : i8 ) ) - . (3,283,076)
TOYAL LIABILITIES - ] T . (897,765,689) . (914,601,659}
NET ASSETS - ‘ <L ; 20385087 - 831,576
EQUITY ] ) . . . . .
. Share capital ' 19 100,000 : 100,600
Resarvas o . . 20,285,087 - 8,501,578
TOTAL EQUITY o ‘ i ' . 20365007 8,631,676

These finaniaf mawrmnts ware approved by me Boand of Directars on 8 September 2020 and slgned on us behall by'

i) o \,‘\) i N %&u\/

1D B8 WORKMAN : : ’ . .. RAMWINIER
BIRECTOR . o o o : DIRECTOR

Vage 31



JCB FINANCE LIMITED
Notes to the Financlal Statements
For the year ended 31 December 2019

"4, Accounting Policies
{a) Preparation and presenlatlon of accounls
Thess financial statements are prepared:
® on a going concern basis. In the first quarter of 2020, the World Health Organisation declared the Caovid-18 outbreak to be a pandemic. Many
governments, including the UK, have taken stringent measures fo contain andfor delay the spread of the virus. Actions taken in response to the
spread of Covid-19 have resulled in severe disruption to business operations and a significant increase in economic uncertainty, wrlh more
volatile asset prices and currency exchange rates, and a marked decline in long -term interest rates in developed economles

Natvest Holdings Group (the “Group”) has a well-developed business contrnurty plan which includes pandemlc response, enabhng the Group to .
quickly adapt to these unprecedented circumstances and continue as viable business,

There remains srgmrcan( uncertainty regarding the developments of the pandemic and the fulure economic recovery. The most tikely expected
financial Impact is in respect of the Company’s profitability, assets, operations and liquidity, which management continues to monitor.

The directors have a reasanable expectation that the Company has adequate resources to continue in operational existence for the foreseeable
future and have prepared the financial statements on a going concern basis. This conclusion is based on the director’s assessment of the
Company’s financial position, including the parental letter of support provided by the immediate parent company. The directors, in relylng on this
support, have considered the immediate parent company’s abllity to provrde this suppart wllh no issues noted

’

_- Under Financial Reporting Standard (FRS) 101 Reduced Disclosure Framework in- accordance with the recognition ‘and measurement
principles of International Financial Reporting Standards issued by the International Accounting Standards Board (JASB) and interpretations
* issued by the International Financial Reporting Interpretations Committee of the IASB as adopted by the EU (together IFRS); and

« on the historical cost basis

* The Company meets the definition of a guaiifying entity under FRS 100 Application of Financial Reporting Requirements issued by the Financial
Reporting Council. ' .

The Company is incorporated in the UK and registered in England and Wales and the financial statements are presented:
* in accordance with the Compames Act 2006
e insterling, which is the functional cusrency of the Company; and
e with the benefit of the disclosure exemplions permitted by FRS 101 with’ regard to:

o comparative infarmation in relation to certain assats;
o cash-flow statement; .
o standards nat yet effective; N
o related party transactions; and
o disclosure requirements of IFRS 7 *Financiai Instruments: Dlsdosure and IFRS 13 'Fair Value Measuremenl‘

Where required equivalent disclosures are glven in the group accounts of the NatWest Group ple, these accounts are available to the public and’
* can be obtained as set out in note 26. .

N

The classification of transactions and balances included within the financial statements has been reviewed in the current period to enhance the
understanding of the financial statements to its users. Where transactions and balances have been presented differently in the current period,
the prior year classification has been updated to ensure conslstency with the cumrent period classification,

(b) Adoption of new and rovlsed Standards :
The changes to IFRS that were effective from 1 January 2019 have had no material effect on the Company’s Financial Slatements for the year
ended 31 December 2019. :

(c) Consolidated financlal statements

The financial statements contain information about JCB Flnance Limited as an individual company and do not contain oonsolrdated financial
information as the parent of a group: The. Company is exempt under IFRS 10 Consolidated Financial Statements and section 400 of the
Companies Act 2006 from the requirement to prepare consolidated financial' statements as in accordance with IFRS 10 the Company and its
subsidiaries are included by full consolidation in the IFRS consolidated financial statements of its parent., the NatWest Group pic, a public
company registered in Scotland whose registered address is 36 St Andrews Square, Edinburgh, EH2 2Y8,

(d) Revenue recagnition T ! '
Revenue from instalment credit agreemenls finance and operaung leases are recognised-in accordance with the Company's policies (see {e)
and (h) below). Sales proceeds received on the disposal of end of [ease assets are recognised in revenue in the year in which the sale occurs,
with the book value of the asset being charged to other net operating charges. Revenue arises in the United Kingdom from continuing activities.
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JCB FINANCE LIMITED
Notes to the Financlal Statements (continued)
For the year ended 31 December 2019

1. Accounting Policies {continued)

(e) Leases
* The Company has adopted IFRS 16 'Leases with effect from 1'January 2019 replacmg IAS 17 "Leases', The Company has applied IFRS 16 on a
modified retrospective basis. . -

During the year the Company reclassified Hire Purchase agreement receivable balances in the Balance Sheet from Net Investment in Loan
Receivables to Finance Lease Receivables and also reclassified amounts due to other counterpart(es to Other Creditors fram Net Inveslment in
Loan Recelvables The only affected financial stalement lines are as foltows: -

'2018 as previously Reclassifi-

submilted . calion 2018 as restated -
. . . : : £ . £ . £
. Netinvestment in loan receivables - ‘ . : . 765,917,111  (685,620,333) 80,296,778
Finance lease receivables R . : 34,648,895 687,816,939 722,465,834
Other creditors ' . . . (1,763,321) (2,196,6062 (3,959,927)

As lessor .
Leases are classmed as finance Ieases if lhey transfer substantlally all the nsks and rewards of (he ownership of the asset to the customer. Afl
other leases are classmed as operanng leases.

Finance lease receivables are stated in the balance sheet at the amount of the net investment in the Jeases being the minimum lease payments
and any unguaranteed residual value discounted at the effective interest rate in the lease. Finance lease income is allocated to accounting years
s0 as to glve constant periodic rate of return before tax an the net investment.

Rental income from operatmg leases is credlled to the income statement on a straight line accruals bams over the term of the lease. Operatlng
lease assels are included wnhm property, plant and equipment.

Unguaranteed residual values are subject to regular review to idenlify' potential impairment. For Finance Leases, if there has been a reduction in-
the estimated unguaranteed residual value, the income allocal(on is revnsed and any reduction in respect of amounts accrued s recognlsed
. Immedlalely . . .

. As alessee

" On entering a new lease contract, the Company recognises a right of use asset and a lease liability to pay future renla!s The liability is measured -
at the present value of future lease payments discounted at the applicable incremental borrowing rate. The right of use asset is depreciated over
the shorter of the term of the lease and the useful economic life, subject to review for impairment. ; .

. Short term and low value leased‘assels are expensed on a systematic basis.

(f) tmpairment of financial assets

. At each balance sheet date each financial asset measured at amonlsed cost is assessed for Impairmient. Loss allowances are forward Iocklng,
based on 12-month expected credit losses where there has not been a signn“ cant intrease in credit risk, otherwise allowances are based on |
tifetime expected credll losses. . .

Lifetime expected credit losses are eslimated at customer level based on an assesément_ of the present value of estimated recoveries. 12-month
expected losses are based on prior experienca.through the economic cycle and economic conditions forecast for key markets served by the
Company. The costs of loss allowances on assets held at amortised cost are presented as impairments in the income statement.

" (g) Financlal instruments "
On initial recognition financial instruments are measured at fair value. Subsequently they are measured at amortised cost.

Amortlsed cost assets have o meet both of the following criteria:
- the asset is held within a business model whose objective is solely to hold assets to collect contractual cash flows; and_
- the contractual terms of the fi naacial asset are solely payments of principal and interest on the ou(standlng balance.

(h) lnstalment credit agreements, lnvolco dlscounung facilities and stocklng loans

These financial assets are measured at amortised cost. Charges are apportioned using the Effective Interest Rate method. Stocking loans are
short term agreements to fund dealer stocking commltments Invoice discounting facilities are short term arrangemenls with dealers to fund
periods of customer trade credit, .

- Property, plant and equipment :
items of property, plant and equipment are s(a(ed at cost less accumulated deprecla(lon and any recognlsed impairment fosses.

Depreciation is charged to the income statement on a s(ralgm -line basis so as to write them down to their estimated residual value over !helr
estimated useful lives. Estimated resudual values are re-assessed on an annual basis. R

. . ) st seful life
Operating Leases : . : Term of contract
Motor Cars |~ | . s ] C 4 years

Office Equipment . . 3 -10 years

- () Amounts owad to group undertaklngs

“Initially measured at fair value and subsequamly at amortised cost. Finance costs charged on borrowlngs from group undenaklngs are
recognised in the income statement in the year in which they are mcurred
{k) Trade and other recelvables .
Trade and other receivables are initially measured at fair value and subsequently at amortised cost. Appropriate allowances for estimated
irrecoverable amounts are recognised in the income statement when there is objective evidence that the asset is impaired.
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JCB FINANCE LIMITED
Notes to the Financial Statemants (continued)
Far the year ended 31 December 2059

1, Accounting Policles {continued) -
(1) Trade and other payables
Trade and other payables are initially measured at fair value and subsequently at amortised cost.

{m) Taxation
The {ax expense represents lhe sum of the tax currenlly payable and deferred tax

Current tax

The tax currenlly payable is. based on !axable proﬁt for the year. Taxable profit differs from net profit as reported in the income statement because
it excludes'items of income or expense that are taxable or deductible in other years and it further excludes items that are never taxable or
deductible. The Company's liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the batance
sheet date. ’ ’ .

Deferred tax '

Deferred tax is the tax expected to be payable or recoverable on differences belween the camying amounts of assets and llabilities in the financial
statements and the corresponding tax bases used in the compdutation of taxable prafit, and is accounted for using the balance sheet liability
method. 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 taxable profits will be available against which deductible temporary differences can be utilised. Such assets and fiabilities
are not recognised if the temporary difference arises from the initial recognition of goodwill or from the initial recognition {other than in a business
combinalion) of other assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for laxable temporary differences arising on investments in subsidiaries and assoclates, and interests in
joint ventures, except where the Company is able to control lhe reversat of the lemporary diference and it is probable that the temporary
difference will not reverse in (he foreseeable future. .

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent.that it is no longer probable that
_ sufficient taxable prof ts will be avaﬂable to allow all or part of the asset to be recovered. N

Deferred tax is calculated at the {ax rates that are expected to apply In the'year when the liability is settled or the asset Is realised, Deferred tax is
charged or credited in the income statement, except when it refates to |tems charged or credited directly to equity, in which case the defen'ed tax
is also dealt with in equity.

Deferred tax assels and liabilities are offset whén there is a legally enforceable right to set off current tax assets against current tax liabilities énd
when they relate to income laxes levied by the same taxation authonty and the Company intends to setlle its current tax assets and habllmes ona
net basis.

{n) Pension schemes

The Company provides pos(-retirement benefits in the form of pensions to eligible employees The cos( of defined benefi t pension schemes to
the company is assessed by independent professionally qualified actuaries and recognised an a systemic basis over employses’ service lives.
For defined benefit schemes, scheme liabilities are measured on an actuarial basis using the projected unit credit method and discounted at a

. rate that reflects the current rate of return on a high quality corporate bond of equivalent term and cumency to the scheme fiabilities. Scheme .

assels are measured at their fair value. Any surplus or deficit of scheme assets over liabilities s recognised in the balance sheet as an asset
(surplus) or liahility (deficit). The current service cost and any past service costs together with the expected return on scheme assets less the
unwinding of the discount on the scheme liabilities is charged to other net operating charges, Actuana! gains and losses are recognised in full in
the year In which they occur and presented in other comprehensive income.

Contributions to defined contribution pension schemes are recagnised in profit or loss when payable.

Ouring the year the Combany has participated in one defined benefit pension scheme, the JCB Finance Ltd Pension Schemé, and one defined
contribution scheme which is operated by Royal London.
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JCB FINANCE LIMITEQ
Notes to the Elnanclal Statements (con;lnued)
For the year ended 3 !)ecember 5019
Accountl'ng Policles (continued) . ‘ ;

(n) Pension schemes (continved)
The JCB Finance Limited Pension Scheme

" Employer normal contributions 1o the scheme for the year were £620,000 (2016: £610, 000) and the agreed weighted average contribution rate

was 38.4% (2018: 38.4%).

JCB Finance Limited Stakeholder Pension Plan (Royal London)
This is a defined contribution scheme, lhe assets and liabilities of which are held independently from the Company.

Contributions to the sche_me for the year were £320.048 (2018: 5289,3:_)3) and the agreed contribution rate was 15% (2018: 15%). '

(o) Inventories )

The assels held in stock represent end of lease equipment whlch is held for dlsposa( rather than conﬂnuing use within the busmess Assets are
shown at the lower of carrying value and fair vaiue less estimated costs to sell.

" (p) Other net operating charges

Other net operating charges include mdwldually assessed provisions made against advances for which recovery Is considered to be doubtful,
and management charges payable whnch are accounted for on an accruals basis. ) .

(u) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and on-demand deposnts .Cash and cash equivalents are shown net of bank overdrafis,

which are mduded within trade and aother payables on the balance sheet.

©Ar) Critical Accounting judgements and key sourcas ofostlmatlon uncertalnty

N

(2]

FS

< .

The reported results of the Company are sensitive to the accounting policies, assumptions and estimates that undertie the: preparation of its
financial statements. In accordance with their responsibilities for these financial statements, the factors the directors consider most important to
the portrayal of the Company’s performance and financial condlllon are: .

- provisions (or bad and doubtful debts (judgment & estimate, notes 14 and 20)
- impairment of unguaranteed residual values (estimates, notes 11 and 20) )
The Company's policy for provisions and impairment of unguaranteed residuat values is noted above. '

2019 . 2018
£ o £
. Revenue . . .
Income from loans and recenvables : : . : 3,149,972 ) 3,021,823
Finance leases : X ) . - 34,836,644 30,205,518
. Operating leases . ’ . ’ T 25,077,993 . 19,745,566
Sale of equipment . ’ ) ' 16,725,836 ) 15,928,364
79,790,445 ’ 68,801,271
. Other net operating charges - : . . : - .
Operating expenses . . . , . . 13,830,513 . 8,345,419
Commission payable : 716,358 . 575,532
Bad debt charge . . 344,028 . - ) s 151,222
Fixed asset depreciation - . . X . . 374,515 451,372
Operating lease depreciation . . ) ’ 19,686,133 - © 16,192,975
'Carrying value of equipment sold ’ 16,394,599 15,501,645
: 51,146,146 - 41,218,165
. Other Income . . . ‘ '
Dividend income from subsidiaries s . 19,000,000 - : -
. Finance costs .
Interest on loans and ‘payables: . ) o . .
The Natwest Group plc : ‘ : 11,854,134 8,934,058
. Staff numbers and costs : o 2019. . 2018
The average number of persons (mcludmg directars) empioyed by the Company duting the ‘No. - No.
Year was as follows: i . .
- Salaried staff . : . ‘ 102 o 102
201 . 2018
R £
The aggregate payroll cost of these persons was as follows: s
Woages and salaries . 55612671 - 5,247,473
Social security costs o . 698,230 671,186
Other pension costs ) ) N 4,802,735 798,157
11,013,636 6,716,816

=‘ . : ¢

Other pension costs includes £320,048 iﬁ relation to defined contribution arrangements (2018: §289,333). Other pension costs have increased in
2019 due to £4,040,000 (2018: £Nil) of past service cost relating to the amendment of a historic Defined Benefit scheme rule change.
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) JCB FINANCE LIMITED
Notes. to the Financial Statements (continued)

For the yoar ended 31 December 2019

2019 2018

. £ s . £
7. Emoluments of directors: . ’ : .
Remuneration . ’ - 745,234 ' . 687,799
Pension contributions ’ 149,145 : . 146,147
. 894379 833,946 -
Reﬁre(ne}\t benefils are accruing to 3 directors under defined benefit schemes (2018: 3). '
Emoluments of the highest paid diroctor .
Remuneration . 244,843 224,730
Pension contributions . . o - 49,848 ) : 48,871
294 691 - 273,601

el ememe———e

8. Retirement benefit schemes
The Company operales a pension scheme {the JCB Finance Limited Pension Scheme) whlch is a defined benefit scheme, the assets of which
are held in a separately administered pension fund. The Scheme is established under, and govemed by, a Trust Deed and Rules and is
regulated by the Pensions Regulator. The Scheme is managed by a Board of Trustees.

The latest full actuarial valuation was carried out as at 31 December 2018 and an interim valuation has been carried out as at 31 December
2019. The Scheme has been closed to naw members since 2008. The employer contribution rates have been agreed between the Trustees and
the Company up'to 31 December 2021 at an average of 42.5% of pensionable salary amounting to £0.7m per annum. In addition, shortfall
contributions of £0.4m per annum will be paid in each calendar year from 2020 to 2024 inclusive. The next full actuarial valuation will be
performed as at 31 December 2021 and contribution rates for the next 3 years will then be agreed between the Trustess and the Company which
are not expected to materially differ from current levels,

‘ The total pension cost for the Company is assessed in accordance W|lh the advice of quatified actuariés, and amounted to £4, 460 000 (2018
£500,000). .

As at 31 December 2019 there was a gross surplus of funds as calculated under IAS 19, “Retirement benefits”, by the independent qualified
actuaries of £2,320,000 (2018: £7,240,000). This is représented by scheme assets with a market value of £42,600,000 (2018: £36,880,000) net
of scheme liabilities with a present value of £40,280,000 (2018: £29,620,000). The surplus is recognised under IFRIC 14 on the basis that the
Scheme rules .contain the provision for any surplus to be paid back to the employer upon winding up of the Scheme. The welghted average
duration of the Defined Benefit cbligation is 22 years (2018 - 23 years)

The acluanat valuation was, carried out uslng the projected unit method with principal assumpﬁons as'follows;

2019 ! 2018
Rate of increase in salaries following year . ' . : 1.75% - 1.75%
Rate of increase in salaries thereafter 1.75% 1.756%
Rate of increase in pensions in payment 275% . 290%
Discount rate . . ' . 2.05% : . 2.90%
Inflation assumption (RPI) 280% 3.15%

The defined benefit obligation is highly sensitive to changes in the above assumptions, and a sensitivity analyses is provided on the following -
page. The sensilivity analyses have been determined based on a method that extrapolates the impact on the fair value of ptan liabilities as a
result of reasonable changes in key assumptions occurring at the end of the reporting year, The sensitivity analyses are based on a change in a
significant assumption, keeping all other assumptions constant. The sensitivity analyses may not be representative of an actual change in the fair
value of plan liabilities as it is unhke!y that changes in assumptions would oceur in Isolation of one anolner ’ .

The market value of the assets and liabilities of the scheme, the expected average rates of retum and the effect on the company's reserves were -
as follows:

2019 2018

. ; - . . . £ Con B >
Equittes . 14,460,000 - 17,860,000
Bonds . 27,980,000 18,870,000
Qash ’ . ' : 150,000 130,000

" Total market value of assets L Co ) . o 42,600,000 . 36,860,000
Actuarial value of liability ) . :{40,280,000) £29.620,000) -
Gross pension surplus " . I , 2,320,000 - 7,240,000
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8. Retir
_Movements in pension scheme surplus durlng the year:

- JCB FINANCE.LIMITED

.

Notes to the Financial Statements (continued) -

For the year ended 31 December 201 9

t benefits sch (continued)

Fair value o( plan assets:

Opening balance

interest incame on scheme assets

Return on scheme assets above discount rate
Employer contributions .

-Employee contributions

Benefits paid
Ciosing balance

Fair value of plan liabilities:.

Opening balance -

Cunent service cost

Past service cost

Interest cost on the defined benem obllgation
Employee contributions

Experience gains (losses) .
Changes in actuarial financial assumptions
Changes in actuarial demographlc assumptzons
Benefits paid .

Closing balance

Gross surplus -

" Sensitivity analysls: -

Effect on fair value of plan liabilities:
Increase in Discount rate by §0 basis points

- Decrease in Discount rate by 50 basis points

Increase in CPI by 25 basis points
Decrease in CPI by 25 basis points

Increase of 1 year in Life Expectancy of Scheme participants

. Tax expense on profit on ordinary activitles

Current tax - UK corporation tax - group relief payable .
Current tax - adjustment in relation to prior year

Current tax expense for the year

Deferred tax charge for the’ current year
Deferred tax - adjustment in relation to prior year
Deferred tax charge (credit) for the year

Tax expense for the year

Profit on ordinary activities before tax

Expected expense at 19% (2018: 19%)

. Permanently disaffowable expenditure

Non-taxable items

- Adjustments in relation to prior year

10.

Effect of change In UK tax rate -,

Profit for the year

Profit for the year has been arnved at after charging / (crediting):

Profit on disposal of property, piant and equipment

Fees payable to the Company's auditor for the audit of financial sta!ements

Fees payable to the Company's auditor for the audit of subsm[ary companies* annual

accounts

remuneration was paid to the auditors for non-audit services.

" Page1?

3,288,357
35,938,278

6,828,273

138,024
(3,610,000)
21,506
(89,446)

| 3,288,357

(371,258) - .

85,600

14,000

- 2019 2018°
£ i 3 £ £
36,860,000 38,180,000
1,070,000 '980,000
- 4,450,000 '(2,490,000)
620,000 610,000
. 50,000 40,000 .
(450,000) . {460,000) .
' 42,600,000 36,860,000
(29,620,000) (31,230,000)
(640,000) (680,000) .
(4,040,000). -
(850,000) (7980.000)
(60,000) {40,000)
(640,000) -"190,000
(5,280,000) 2,280,000
400,000 200,000
<1 450,000 : 460,000
(40,280,000) - (29,620,000)
2,320,000 7,240,000
2019° 2018
©10% -10%
+12% +12%
+2% +3%
2% 2%
+5% 4%
2019 2018
I 3 i 3
4,220,315 3,328,286
58,360 13,805
4,278,675 3,342,101
7T (953,464) 183,013
) (36,854) T (2,336)
(990,318) 180,677

3,522,778
1114
18,867,006

3,584,731
122,328

S. 11,469
© (195,750)

3,522,778

(457,625)
86,600

14,000

The audit fee Is borne by the Company's Immediate parent undertaking. The amount noted above has. been aﬂocated to this company. No
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Notes to the Financial Statements (continued)

“Property, plant and equipment:

Cost At 1 January 2019

‘Additions ’ )
"Transfer from group company
Disposals

Transfer to inventories

.

At 31 December 2019

Depreciation At 1 January 2019
Charge for yaar
Transfer.fram group company
. Disposals
Transfer fo inventories

At 31 December 2019

Net book value at 31 Deco.mbgr 2019

"Cost .+ At January 2018

Additions
Disposals , )
Transfer to inventories

At 31 December 2018

Depreciation At 1 January 2018

Charge for year
Disposals
Transfer to inventories
. At 31 December 2018
Net book value at 31 December 2018

Investment In subsidiaries

Cost at beginning and epd’of year

JGB FINANGE LIMITED

For the year ended 31 December 2019

Qperating Motor Office .
Leases -Cars Equipment - Total
£ ‘£ ’ £ 3
i16,588,125 ’ 902,810. 1,660,646 119,139,681
46,703,120 407,566 63,704 47,174,390
31,352,398 - - . 31,352,398
.- (376,305) (5,781)  ° (382,086)
{30,024,397) .- - (30.024,397)
164,617,246 934,071 1,708,569 167.259,‘886
28,847,829 368,736 1,417,881 30,634,446
19,686,133 241,983 132,533 20,060,648
21,820,189 - -- 21,820,189
- (241,911) (5,088) (246,999)
(13,343,508) - - . (13,343,509) .
57,016,642 - 368,808, 1,545,326 68,924,776
107,606,605 565,263 . 163,243 168.335.111
‘93,291,300 937,145 1,652,539~ 95,880,984
.49,613,844 207,632 28,109 49,849,585
. - (241,967) (30,002) (271,968) -
(26,319,019) > - (26,319,019) .
116,586,125 _ 902,810 1,650646 119,139,681 _
23,454,129 268,794 ' 1,223,771 ’ 24,946,694
16,192,975 227,877 223,485 . 16,644,347
- (127,935) (29,385) (157,320)
(10,799.275) - ~ - {10,799,275)
28.847@29 .368,736 1.417_,881 30,634,446

232765 88,505,136

87,738,296

534,074

Subsidiary
Undertakings
50,350

Details of the Investments in which the Companylholds more than 10% of the nominal value of any class of share capital are as follows:

‘Name of

Company
JCB Finance (Leasing) Limited
Landpower Leasing Limited

The registered office of both subsidiaries is The Mill, High Street, Rocester, Staffardshire ST14 SJW.

c ohntry of
Registration

England & Wales
England & Wales -

As nated on page 4 the trade and ts of both subsidiari

.Page 18

Reg. No,

Holding

Nature of

"% Held Business

02211898 . Ordinary shares 100% Commerciat leasing

02579121

Ordinary shares 100% Commerciat leasing

was transferred at book valure te.JCB Finance Limited on 1/1 1/2019.



13.

14.

16.

JCB FINANCE LIMITED

Notes to the Financial Statements {continued)

For the year ended 31 December. 2019

Amounts owed by subsidiary undertakings
Amounts falling due within one year

Net investment in loan recelvablos
Amounts falling due within one year:

- Invaice discounting facilities

Stocking loans

Trade and other receivables:

- Amounts falling due within one year:

16.

Other taxation recoverable
Other receivaAbIes

Amounts owed to group undertakings

Amounts faliing due within one year:

Owed to subsidiary undertakings

Par_en( company loans bearing interest at fixed and variablé rates

Amounts falling.after one year: ’ o

Parent company loans bearing interest at fixed rates
2 - Syears :
Over 5 years

2019

2,396,959

© 71,914,684 -

74,311,643
— e ——— ]

10,433,486

10,433,486

1,832,465
506,275,440

508,107,905 .

- 468,300,000

468,300,000

2018
£

14,534,774

9,848,036
70,448,742

80,206,778
3

1,430,950
8,129,303

9560253

486,443,241

486.,443.241

408,500,000
3,000,000

408,500,000

The fair value of amount owed to group undertakings is considered not to be materially different to the carrying amount in the balance sheel{. .
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17. Trade and other payables

Amounts falling due within one year: "

Bank overdraft

Group relief payable

Trade creditors

Rentals received in advance
-, Qther taxation

Other creditors

18, Deferred taxaﬂon

JCB FINANCE LIMITED
Notes to the Financlal Statements (continued)
For the year ended 31 December 2019 -

2019
£

1162,521

4,220,316
121,663
8,082,418
628,714

7,132,183

21,347,784

(&) The deferred tax Ilabxllly prowded in the financial statements is made up

“as follows:
Accelerated capital allowances (407,135}
" Pensions 394 400
{ 12.7352
{b) The movements on the balanca for deferred taxation are as foffows: .

- Opening balance . . 3,283,978
Recognised in statement of changes in oomprehenswe Income - - ( 183,600)
_Transfer from group company (2,122,795)
Recognised In income statement (990,318}
Closing bafance ) (12,735)

2018
£

2,806,036
3,328,286

63,757
5,206,264

'3,959,927

—

15,384,340

-1,980,778
1,303,200

3,283,978

3,069,101
14,200

- 180,677

3,283,978 |

Deferred Income taxes are calculated on temporary differences under the tiability method using the tax rates expected to apply when the liability
.is setlled or the asset is realised. The Finance Act 2016 was substantively enacted on 15 September 2016 and provides for a further reduction in
the main rate of corporation tax to 17% effective from 1 “April 2020. The closing deferred tax assets and liabilities have been calculated taking into
eccount these rates, as these were substantively enacted at the balance sheet dale

Since the balance sheel date, it was announced in the UK Governmenl s Budget on 11 March 2020 that (he reduction in the UK Corporatmn rate
to 17% from 1 April 2020 will not proceed. Instead, the UK Corporation tax rate will remain at 19%. This change was substantively enacted on 17
March 2020 -and is therefore a non adjusling posl balance sheet event. As a result, existing temporary differences on which deferred tax has
been provided may unwind in periods subject to the 19% rate. The Impact of the post balance sheet date change in tax rate is not expec(ed tobe

material

19. Share capital
Authorised: .
§00,000 ordinary shares of £1 each

Allotted, called up and fully paid:
100,000 ordinary shares of £1 each

500,000

100,000

Page 20
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JCB FINANCE LIMITED
Notes to the Financial Statements (continued)

For the year ended 31 December 2019

20 Fmance lease receivables

21,

Amounts included in the income statement for finance leases

Finance income on net investment in leases i

Income refating to variable lease payments not included in measurement of net investment in
leases ' '

- Selling profj(

34,836,644

Amounts receivable under finance leases
Within 1.year .
1to2years

2 to 3 years

3 to 4 years

4 to 5 years

After § years

Lease payments tolal

822205217,

.2019
B 4

34,717,755
106,994

11,895

2019
£

342,918,608
241,846,072
152,566,235
70,189,295
25,562,477
8,968,504

842,031,191

. Unguaranteed residual values ' : . . . * 1,123,696
Unearned income . g20,108,633! :
Present value of lease payments : o ) - . 823,048,253 |
Impairments . . . . . 5783,036!

-Netinvestment in ﬁnénce leases 822,265,217

h _—
Due within one year 332,987,962
Due after more than one year 489,277,265

2018
£

312,456,825
209,622,873
134,713,944 -
61,813,418
22,366,089
5,339,933
746,313,002
615,086

 (23,905,776)

723,022,402 .

(556,568)

722,466,834

208,673,459
423,792,376

722,465,834

The fair value of finance lease receivables is considered not to be materially different to the carrying amounts In the balance sheet. Finance lease
receivables include Hire Purchase receivables as well ‘as iease agreements where substantlslly all risks and rewards of ownership are

Limited and Landpower Leasing Limited at book value

" transferred to the customer. On 1 November 2019 the Company acquired portfolics of finance leases from its subsidiaries JCB Flnance (Leasing)

The Company entered into new finance lease agreements totalling 'E506.980,149 (2018: £454,467,038) during the year. There were no other

significant movements or changes to the carrying vaiue balance other than collection of rentals and movement in impairments,

Operating lease receivables *
The following table shows undiscounted lease receipts from operating leases:

" Within 1 year

1 to 2 years

2 to 3 years -
3to4 years.® :

4 to 5 years -

After 5 years

66,796,499

. Page 21

- 24,177,358

17,334,638
10,495,427
3,917,681

. 706,788
164,607

22,295,877
15,017,752
8,412,787
4,491,195
819,938
274,307

51,311,856
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23.

JCB FINANCE LIMITED |
Notes to the Flﬁanclal Stat_ements {continued)
For the year ended 31 December 2019

Commitments and contlngencies

The NatWest Group has agreed o compensate UK members for any adjustments in raspect of UK:UK Transfer Pricing that may arise under’

paragraph 1A of Schedule 28 AA, Income and Corporation Taxes Act 1988.
There were no capital commitments‘ al either year end.

Financial lnstruments and risk management :
The Company considers its capital to consist of equity altrlbutable to lhe equity holders of the Company, comprising issued share capital,

reserves and retained earnings. The Campany is a member of the NatWest Group of companies which has regulatory disciplines over the use of -

its capital. The Company operates controls and policies ‘put in place by the-Group to ensure that the Company mn continue as a going concem
and to ensure that the Group complies with these regulatory disciplines.

_Accounting policies .
Delails of the accounting policies and methods adopted, including the criteria for recognition, the basis of measurement and the basis on which

income and expenses are recognised, in respect of each class of financial asset and financial liability are disclosed in note 1.

Categories of nnancaal mstrumonls
The carrying value of each calegory of financial |nstrumants as deﬁned in IFRS 9, Is disclosed In the following table:

" 2099 : © 2018

Financial assets - n ' ' : £ . £
Finance lease receijvables ’ - . . : . 822,265,217 722,465,834
Loan receivables . ' : ' . 74,311,643 80,296,778
Other financiat assets o ’ . - 10,433,855 24,095,281

807,010,715 ' 826,857,893

Financial liabfities - . . — e

- Amortised cost L o - 468,300,000 895,943,241

The fair value of financial assets and liabilities is considered not to be materially different to the carrying amounts in the balance sheet.

Risk managament
The Company uses a comprehenswe framework for managing nsks established by the JCB Finance Group and the NatWest Group
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JCB FINANCE LIMITED
Notes‘ to the Financial Statements {continued)
For the year end'ed‘31 December 2019

23. Financlal instruments and risk management (continued)
The riéks associated with the Company'’s business are as follows:

Liquidity risk : :

Liquidity risk is the Tisk that the Company, though solvent, elther does not have sufficient financial resources avallab!e to meet its obligations as
‘they fall due, ar can énly secure them at excessive cost. Itis the Company policy to énsure that sufficlent liquid assets are available at all times to
meet the Company's obligations. On a day to day basis liquidity is managed through an intercompany loan with the Company’s immediate parent
undertaking. The matunty analysis of hnanclal liabilities are dlsclosed in notes 15, 16 & 22,

Market risk ’ :
Market risk is the risk (hat changes in market conditions, other than mterest and forelgn exchange rates, will have an adverse impact on the
. Company's flnanclal condmon or resulls.

Interest rate risk and sensltlvlty analysis

Structural interest rate risk arises where assets and liabilities have different repricing maturitfes. Recewables are funded by loans from parent
companies. This funding is repayable on a variety of dates which fundamentally match the repricing profile of the assets of the Company. If
interest rates had been 0.5% higher and all other variables were held constant, the Companys prom for the year would have increased by
"£71,690 (2018 increase £583).

Currency risk
The Company has no currency risk as all transactions and balances are denommaled in Sterling.

Credit risk

Credit risk- is the risk that companies, financial institutions and other counterpames will be unable to meet their obfigations to the Company.
Credit risk principally arises from the Company’s lending activities. The Company carries out a variely of credit checks on proposals, and has no
stgmf icant concentration of credit risk, with exposure spread over a large number of counterparﬁes and customers.

Analysis of credit quality by credit grade:

2019 ] - 2018
Total receivables (see lollowung page for definitions) - : : £ £ .
-AQ1to 3 . . } N 894,193,679 799,311,101 -
~AQ4 . - 960,016 417,749
-AQ 5 . ’ o . ) . 1 423,265 : 837,156
896.576.860 : 800!566 006
' The Impalrmenl movement in the year is as follows:
AL1 January 2019 ° . < . 556,568 423,786
Additianal charges made dunng the year T ' . . 344,028 151,222
 Amounts utilised or recgvered ' ’ ' . -{(117,560) 18,440)
At31December 2018 ' - ’ - 783,036 - o 656,568
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JCB FINANCE LIMITED
Notes ta the Financlal Statements (continued) . S "
Far the year ended 31 December 2019

23 Financial lnétruments and risk management (conﬁnued)
Credit Risk (contlnued)

The analysis of credit quatity by quality grade represenls the maxtmum exposure to credit dsk excluding past due and non accruing loans. Assets -

are graded according to the followlng

Number of instalments past due "Probability of default (PD)
Asset qualnly grade o ) '
AQ1 -Up to dale, L <=0.2%
AQ2 : " No more than one " »0.2% and <= 0.8%
AQ3 : One to two © >0.6% and <= 1.5% -
‘AQ4 L : Two to three > 1.5% and <= 5.0%
AQS5 : More than three or : >5.0%
legal proceedings taken .
. . . 2019 ' , © 2018
Analysis of assets accruing past due but not impaired: £ o £
No more than one payment . © 7,171,295 c 6,210,177
One to two payments ’ . . v 2,536,614 : 2,809,633
Two to three payments - ) ' 939,595 366,204
"More'than 3 payments or legal proceedungs taken " 1,117,410 ‘ . 287,748
11,764,914 9,683,762
~  Analysis of impaired assets accruing past due: ) . . )
'No more than one payment ) . . 1,178,227 - . 161,687
One to two payments ' ' 186,111 . 130,942
Two to three payments : . S . 20,421 ' 51,545
Mare than 3 payments or Iegal proceedings taken ' ) S 305,855 539,408
1,698,614 883,582

Asset risk
The Company leases assets to customers under a range of agreements mcludmg Hire- Purchase agreements f' inance leases and operating

leases. Where the Company. retains an interest in the undedying asset (principally on operatmg lease agreements), residual values are set and
regulady monitored by the Company's Residual Value Working Group. Assets are leased subject to contractual limits on usage over the duration
‘of the lease and any excess usage is charged to the customer. Where possible lessor risk Is reduced through the use of buy back agreements.

Oporat!ona! risk

Operational rsk is the risk of unexpected losses atlributable to human error, systems failures, fraud or Inadequate |ntema| fi nanclal controls and
procedures. The Company manages this risk, in fine with the NatWest Group framework, through systems and procedures to manitor
transactions and positions, the documentation of transactions and posmons and periodic review by internat audil The Company also malntams
ccnungency facilities to support operauons in the event of dﬁsasters

As a Regulated business, the Company must also comply with the complex regulatory environment within which it operates, The Company
maintains a regulatory monitoring activity to understand future requiremen(s and how these may impact on the Company

Page 24

L1



24,

" 2.

26.

27,

JCB FINANCE-LIMITED
Notes to the Financial Statements (continued) . . °

For the year ended 31 December 2019 . A '

2019 2018

. £ . £
Inventories . . ! ’ - :
Used equipment N t 411,875 569.757

The assets above represent end of lease equipment which Is held for disposal rather Ihan continuing use within lhe buslness Assets are shown
at the lower of camrying vafue and fair vaiue less estimated costs to sell. .

Related party tr tions
The Company’s immediate parenl and ultimate cont!ollmg party is described In note 26.

The Company has balances with intermediate parent companies, bearing interest at fixed and variable rates. Lombard North Central plc owns
75% of the issued share capital of the company. National Westminster Bank pic is a wholly owned subsidiary of the Company‘s ultimate parent
company, NatWest Group plc. The balances payable at the year end are disclosed bslow, whilst interest payable is disclosed in Note 4.

T 2019 . 2018

. . . . £ . £
- National Westminster Bank plic : . 974,675,439 895!943 241

The company maintains a bank account with National Westminster Bank ple which had an overdrawn balance atthe year end of £1,162, 521
(2018: overdrawn balance £2,806,096) .

There Is an cutstanding amount of group relief payable of £4,220, 315 (201 8 £3,328,296) due fo the NatWest Group pic.

Ultimate parent undertaking
The Company’s ultimate parent Company is the NatWest Group plc which is incorporated in Great Britaift and reglslered in Scotland.

On 1 December 2008, the UK Government (h}ough HM Treasury became the ultimate controlling party of the NatWest Group pic. The UK
Govemment's shareholding is managed by UK Financial Investments Limited, a company wholly owned by the UK Government

The largest group into which these financial statemants are consolidated is the NatWest Group plc, a company incarporated in Great Britain and
registered in Scoland. The smallest Group into which these financial statements are consolidated is National Westminster Bank plc which is
incorporated in Great Britain and registered in England. The company’s immediate parent company is Lombard North Central plc (lhis changed
during the year foflowing an internal reorganisation and was previously Lombard and Ulster Limited). Copies of the consolidated f nancial
statements of these groups can' be abtained from:

Corporate Govemance and kégulalory Affairs : ) Companies' Registry

NatWest Group plc . Companies House
‘Gogarburn . ) ' ’ . Crown Way

PO 8ox 1000 . I ’ Cardiff.

Edinburgh ) o CF14 3UZ.

EH12 1HQ . :

Post Balance Sheet Events

The directors consider Covid-18 to be a non-adjusting post balance sheet evenl and as . suoh no- adjustments have been made to lhe
measurement of assets and liabilities as_at 31 December 2019. Refer to note 1(a) for the directors' assessment of the impact on the Company.
While there remains significant uncertainty regarding the developments of Covid-19 and the future economic recovery, a precise estimate of its
financial effect, cannot be made at the date of issue of the financial statements. There could be an impact on profitability, assets, operations, *
liquidity and the directors continue to manitor this, however, at this stage do not consider there to be any material issues.for the Company.
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