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Directors' report
For the year ended 31 December 2012

The directors present their report and the audited financial statements of AMC Bank Limited {"the Company”) for the year ended 31
December 2012

Business review

Prnincipal activities

The Company 15 a imted company incorporated and domicited in England and Wales (registered number 1039896)

The Company used to provide long term finance to the agnculture sector Since 2006 customer lending has been transferred to The
Agricultural Mortgage Corporation plc ("AMC plc') as part of an internal simplfication process and in 2011 the customer loan book

transfer was completed The relatively small deposit book was repaid to customers in 2012

The Company’s results for the year show a Profit before tax of £678,000 (2011 £711,000) and Net nterest income of £680,000
{2011 £792,000)

The Company 1s funded entirely by other companies within the Lloyds Banking Group ("the Group™)

Future outlook

The Company's lending book has been transferred to AMC plc, and customer deposits have been retummed The current expectation
15 that the Company will be closed prior to 31 December 2013 In 2012 appropriate liaison began with the FSA to facilitate the
cancellation of the Company's authonsation and deposit taking permission which was granted by the FSA with effect from 26 March
2013

Principal nisks and uncertainties

The key business rnisks are around ensuring appropnate due diigence procedures are adopted In respect of the closure of the
Company This 15 being managed by a project team set up specifically to manage this process, and advice wili be sought from the
Group Ligquidations function

Key performance indicators ("KPIs")

The Board of Directors {"the Board") monitors progress on the overall Company strategy together with the individual strategic
elements of the business by reference to two KPIs Given the strategy of no longer wnting bustness in the Company, the KPls for

the Company will continue tc dechne

KPI 2012 2011 Definition, method of calculation and analysis

Income dechine (%) (17 0) {66 6) Year on year growth / decline In total income (net
lending interest income and net fees and
commission Income) as a percentage

PBT dechne (%) (4 6) {69 5) Year on year growth / decline in profit before tax as
a percentage

Policy and practice on payment of suppliers

The Company follows "The Prompt Payment Code” published by the Department for Business Innovation and Skills (BIS) regarding
the making of payments to supphers Informaton about the "Prompt Payment Code” may be oblamed by wiswming
www promptpaymentcode org uk

The Company’s polcy 1s to agree terms of payment with suppliers and these nomally provide for setttement within 30 days after the
date of the invoice, except where other arrangements have been negotated

It 1s the policy of the Company to abide by the agreed terms of payment, provided the supplier performs according to the terms of
the contract

As no amounts are owed to trade creditors as at 31 December 2012, the number of days required to be shown in this report, to
comply with the prowisions of the Companies Act 2008, 1s nil (2011 nil)

Dividends
No dividends were paid or proposed during the year ended 31 December 2012 (2011 £nil)
Donations

During the year ended 31 December 2012 the Company donated £ml (2011 £nil) for chantable purposes and commuruty projects
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Directors’ report (continued)
For the year ended 31 December 2012

Going concern

It 15 expected that the Company will cease trading in the next 12 months and therefore these financial statements are not prepared
on a going concern basis The dosure of the Company as a legal entity 1s part of a wider simplification programme of Lloyds
Banking Group and has been approved by the Beard of Directors This has not resulted in any significant changes to amounts as
presented

Directors

The names of the current directors are shown on the cover

The following changes have taken place during the year

J McGoldnck (resigned 30 Apnl 2012)

Directors' iIndemnities

The directors, including the former director who resigned during the year, have the benefit of a deed of indemnity which constitutes
a "qualifying third party indemnity provision” The deeds were in force durng the whele of the financial year and remain in force at
the date of signing the financial statements The indemnities remain in force for the duration of a drector's penod of office Deeds

for existing directors are available for inspection at the registered office of Lloyds Banking Group plc

Statement of directors’ responsibilities

The directors are responsible for prepanng the Directors’ report and the financial statements in accordance with applicable law and
regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors have
prepared the financial statements in accordance with International Financial Reporting Standards ("IFRSs"} as adopted by the
European Union Under company law the directors must not approve the financial statements unless they are satisfied that they
give a true and farr view of the state of affairs of the Company and of the profit or loss of the Company for that penod In prepanng
these financial statements, the directors are required to

- select suitable accounting policies and then apply them consistently,

- make judgements and accounting eshmates that are reasonable and prudent,

- state whether applicable IFRSs as adoptad by the European Union have been followed, subject to any materal departures
disclosed and explained in the financial statements, and

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company's
transactions and disclose with reasonable accuracy at any tme the financtal position of the Company and enable them to ensure

that the financial statements compty with the Companies Act 2006 They are also responsible for safeguarding the assets of the
Company and hence for taking reasonable steps for the prevention and detection of fraud and other imegulanties

Disclosure of information to auditors
Each director in office at the date of this report confirms that
- so far as the director i1s aware, thera 1s no relevant audit information of which the Company's auditors are unaware, and

- the director has taken all the steps that he ought to have taken as a director in order to make himself aware of any retevant
audit information and to establish that the Company's auditors are aware of that information

This confirmation Is given, and should be interpreted, in accordance with the provisions of section 418 of the Companies Act 2006
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Directors' report (continued)
For the year ended 31 December 2012

independent auditors

PricewaterhouseCoopers LLP are deemed to be re-appomted as auditors under section 487(2) of the Companies Act 2006

J E Allnght m

Director

{2 ,6,.,“/ 2013

On behalf of the board
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Independent auditors' report to the member of AMC Bank Limited

We have audited the financia! statements of AMC Bank Limited for the year ended 31 December 2012 which compnse the
Statement of comprehensive income, the Balance sheet, the Statement of changes 1n equity, the Cash flow statement and the
related notes The financial reporting framework that has been apphed in ther preparation 1s applicable law and International
Financial Reporting Standards ("IFRSs") as adopted by the European Union

Respective responsibilities of directors and auditors

As explained more fully in the Statement of directors’ responsibiliies set out on page 2, the drrectors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and far view Our responsibility Is to audit and
express an opimon on the financtal statements in accordance with applicable law and International Standards on Auditing (UK and
Ireland) Those standards require us to comply with the Auditing Practices Board's Ettucal Standards for Auditors

This report, including the opinions, has been prepared for and only for the Company's member in accordance with Chapter 3 of Part
16 of the Compantes Act 2006 and for no other purpose We do not, in gving these opinions, accept or assume respensibility for
any other purpose or o any other person to whom this report 1s shown or into whose hands it may come save where expressly
agreed by our prior consent In writing

Scope of the audit of the financial statements

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 matenal misstatement, whether caused by fraud or error This Includes an
assessment of whether the accounting policies are appropnale to the Company's circumstances and have been consistently
applied and adequately disclosed, the reasonableness of significant accounting estimates made by the directors, and the overall
presentation of the financial statements In addition, we read all the financial and non-financial information in the Directors' report
and financial statements to identify matenal inconsistencies with the audited financial statements If we become aware of any
apparent maternal misstatements or inconsistencies we consider the implications for our report

Opinion on financial statements

In our opinion the financial statements

- give a true and fair view of the slate of the Company's affairs as at 31 December 2012 and of its profit and cash flows for the
year then ended,

- have been properly prepared in accordance with IFRSs as adopted by the European Union, and
- have been prepared in accordance with the requirements of the Companies Act 2006
Opinton on other matter prescnbed by the Companies Act 2006

In our opnicn the information given in the Directors’ report for the finangial year for which the financial statements are prepared i1s
consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to raport in respect of the following matters where the Companies Act 2006 requires us to report to you if, In our
opinion

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

- the financial statements are not In agreement with the accounting records and returns, or
- certamn disclosures of directors’ remuneration specified by law are not made, or

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

APl

Michael Newman (Senior Statutory Auditor)

for and on behalf of PrncewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

7 More London Riverside

London

SE12RT

| % /4)&5/ 2013
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Statement of comprehensive income
For the year ended 31 December 2012

Note 2012 2011
£'000 £'000
Interest Income 707 1,794
Interest expense (27} {1.002)
Net interest income 4 680 792
Fees and commission income . 182
Fees and commission expense . (155)
Net fees and commission income 5 - 27
Other operating expenses 8 {2) (108)
Profit befoere tax 678 711
Taxation 8 (166) (188)
Profit for the year attnbutable to owners of the parent, and total
comprehensive iIncome 512 523

The notes on pages 9 to 19 are an integral part of these financial statements
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Balance sheet
As at 31 December 2012

Note 2012 2011
£'000 £'000
ASSETS
Cash and cash equivalents 23,006 2,990
Other assets 9 - 4
Loans and advances to banks 10 - 23,022
Loans and advances to customers 11 - 34
Total assets 23,006 26,050
LIABILITIES
Other liabihties 12 4,084 4,536
Deposits from banks 12 - 2,533
Customer accounts 12 - 737
Current tax habilities 12 as54 188
Total iabilities 4,438 7,994
EQUITY
Share capital 13 12,000 12,000
Retained profits 6,568 6,056
Total equity 18,568 18,056
Total equity and habilities 23,006 26,050

The notes on pages 9 to 19 are an integral part of these financial statements

The financral statements on pages 5 to 19 were approved by the board of directors and were signed on its behalf by

~
J E Alinght

Director

/Z 7 2013
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Statement of changes in equity
For the year ended 31 December 2012

Share Retained

capital profits Total

£'000 £'000 £'000

At 1 January 2011 12,000 5,533 17,533
Profit for the year being total comprehensive income - 523 523
At 31 December 2011 12,000 6,056 18,056
Profit for the year being total comprehensive income - 512 512
At 31 December 2012 12,000 6,568 18,568

The notes on pages 9 to 19 are an integral part of these financial statements
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Cash flow statement
For the year ended 31 December 2012

2042 2011

£'000 £'000
Cash flows (used in)/generated from operating activities
Profit before tax 678 711
Adjustments for
- Interest recevable (707) (1,794)
- Interest payable 27 1,002
Changes in operating assets and liabilities
- Net decrease in Other assets 4 73
- Net decrease In Loans and advances to customers 34 94 586
- Net decrease in Deposits from banks (2.533) (55,237)
- Net decrease in Customer accounis (737) (38,598)
- Net (decrease)/increase in Other liabtties (452) 1,243
Cash (used in)/generated from operations (3,686) 1,986
Interest paid (27) {1,002)
Interest received 707 1,794
Group relief paid - (1,543)
iNet cash (used in)/generated from operating activities (3.006) 1,235
Net (decrease)/increase In cash and cash eguvalents (3,006} 1,235
Cash and cash equivalents at beginning of year 26,012 24777
Cash and cash equivalents at end of year 23,006 26,012
Cash and cash equivalents compnse
Cash at bank 23,006 2,990
Leans and advances to banks {see note 10) - 23,022
Cash and cash equivalents 23,006 26,012

The notes on pages 9 to 19 are an mtegral part of these financial statements

8 AMC Bank Lirmited



Notes to the financial statements
For the year anded 31 December 2012

1.

11

12

13

Accounting policies
Basis of preparation

The principal accounting policies applied in the preparation of these financial statements are set out below These policies
have been consistently applied to both years presented, unless otherwise stated

These financial statements have been prepared in accordance with applicable IFRSs as adopted by the European Union and
the Companies Act 2006 applicable to companies reporting under IFRSs IFRSs compnse accounting standards prefixed
IFRS issued by the International Accounting Standards Board ("IASB™) and those prefixed IAS issued by the IASB's
predecessor body as well as interpretations i1ssued by the International Financial Reporting Interpretations Committee
{"IFRIC") and 1t5 predecessor body

The following new IFRS pronouncement relevant to the Company has been adopted in these financial statements

- Amendments to IFRS 7 Financia! mstruments Disclosures The amendments will help users of financial statements
evaluate the nsk exposures relating to transfers of financial assets and the effect of those nsks on an entity’s financial
position and will promote transparency wn the reporting of transfer transactions, particutarly those that involve
securitrsation of financial assets The application of this pronouncement has not had any impact for amounts
recognised in these financial statements

Details of those pronouncements which will be retevant to the Company but which were not effective at 31 December 2012
and which have not been applied in preparing these financial statements are given in note 19

Given the intention of the Directors to close the Company in the foreseeable future as detaled in the Directors' report, the
financial statements have not been prepared on a going concern basis The financial statements have mstead been prepared
on a break up basis reflecting the circumstances of the Company

There has been no matenal effect on the figures within these financial statements and they do not differ matenially from those
that would have been presented under the assumption of going concern and In accordance wth the historical cost convention

Income recognition
Income from financial assets

Interest ncome and expense are recognised in the Statement of comprehensive income for all interest beanng financial
instruments, including loans and advances, using the effective interest rate method The effective interest rate method 1s a
method of calculating the amortised cost of a financial asset or liabity and of allocating the interest income or Interest
expense to a penod of account For loan products, the effective interest rate 1s the rate that discounts the estimated future
cash payments or receipts over the expected life of the instrument to the net carrying amount of the financial asset or financial
habihty

Once a financial asset or a group of similar financral assets has been wntten down as a result of an impaiment loss, intarest
inceme 1s recognised using the rate of interest used to discount the future cash flows for the purpose of measunng the
impairment loss

o

Fees and commission income and expense

Fees and commissions which are not an integral part of the effective interest rate are recognised when the service has been
provided

Frnancial assets and habilities

Financial assets compnse Cash and cash equivalents, Loans and advances to banks, Loans and advances to customers,
and Other assets Financial labiliies compnse Other l1abilihies, Deposits from banks and Customer accounts

Financial assets and liabities are recognised when the Company becomes a party to the confractual provisions of the
instrument Financial assets and habilities are derecognised when the nghts to receive cash flows, or abligations to pay cash
flows, have expired

interest beanng financial assets and liabilities are recognised and measured at amortised cost mnclusive of transaction costs,
using the effective interest rate method

All financial assets and financial habilities are stated at amortised cost

9 AMC Bank Limited




Notes to the financial statements (continued)
For the year ended 31 December 2012

1.

14

15

16

17

Accounting policies (continued)
Impairment
Loans and advances to customers

At each balance sheet date the Company assesses whether, as a result of one or mare events occurnng after inmial
recognition, there 1s objective evidence that a financial asset or group of financial assets has become imparred Evidence of
impaument may include indications that the borrower or group of borrowers are expenencing significant financial difficulty,
default or delinquency in interest or principal payments, It becorming probable that the borrower will enter bankrupicy or other
financial reorganisation or the debt being restructured to reduce the burden on the borrower

If there 1s objective evidence that an impairment loss has been incurred, a provision 1s established which 1s calculated as the
difference between the balance sheet camying value of the asset and the present value of estimated future cash flows
discounted at that asset's onginal effective interest rate If an asset has a vanable interest rate, the discount rate used for
measuring the impairment loss 1s the current effective interest rate The calculation of the present value of the estimated
future cash flows of a collateralised asset or group of assets reflects the cash flows that may result from foreclosure less the
costs of obtaining and selling the collateral

If there 15 no objective evidence of individual impairment, the asset 1s included in a group of financial assets with similar credit
rnisk characteristics and collectively assessed for imparment Future cash flows are estimated on the basis of the contractual
cash flows of the assets in the group and histoncal loss expenence for assets with sirmilar credit nsk charactenstics Historical
loss expenence I1s adjusted on the basis of current observable data to reflect the effects of current conditions that did not
affect the penod on which the historical less experience 15 based and to remove the effecls of conditions in the historical
period that do not exist currently

The method and assumptions used for estimating future cash flows are reviewed regularly by the Company to reduce any
differences between the loss estimates and actual loss expenence

If, In a subsequent penod, the amount of the Impairment loss decreases and the dscrease can be related objectively to an
event occurring after the imparment was recogrised, such as an improvement in the borrower's credit rating, the provision s
adjusted and the amount of the reversal Is recogrised in the Statement of comprehensive tncome

When a loan or advance 1s uncollectble, 1t 1s written off against the related provision once all the necessary procedures have
been completed and the amount of the loss has been determined Subsequent recoveries of amounts previously written off
are recognised in the Statement of comprehensive income on a cash receipts basis

Cash and cash equivalents

For the purposes of the Balance sheet and Cash flow statement, Cash and cash equivalents comprise balances with lass
than three months’ maturity

Taxation, including deferred income taxes

Current tax which is payable or recervable on taxable profits or losses 1s recognised as an expense or credit in the period in
which the profits or losses anse

Deferred tax is provided in full, using the lability method, on temporary differences arising between the tax bases of assets
and liabiliies and therr carrying amounts in the financial statements Deferred tax 1s determined using tax rates that have been
enacted or substantively enacted by the balance sheet date that are expected to apply when the related deferred tax asset I1s
reahsed or the deferred tax liability 1s settled

Deferred tax assels are recognised where 1t 1s probable that future taxable profit will be available against which the temporary
differences can be utlised The tax effect of losses available for carry forward are recognised as an asset when it 1s probable
that future taxable profits will be avallable against which these losses can be utilised

Tax assets and liabilities are offset when they anse m the same tax reporting group and where there 1s both a legal nght of
ofiset and the intention to settle on a net basis or to realise the asset and settle the habiity simultaneously

Tax on the profit or loss for the year 15 recognised in the statement of comprehensive income within taxatron and comprises

only current tax No provision for deferred tax 15 required under IAS 12 “Income Taxes” as no timing differences anse which
would result in deferred tax on assets and habilities

Current tax 1s the expected tax recervable on the taxable loss for the penod, using tax rates enacted or substantively enacted
at the reporting date, together with adsustments to estimates in prior years

Share capital

Shares are classified as equity when there 15 no obligation to transfer cash or other assets

10 AMC Bank Limited



Notes to the financial statements (continued)
For the year ended 31 December 2012

2.

21

22

Risk management policy

The Company's operations expose it to credit nsk, iquidity nsk, interest rate nsk, and business nisk, it 1s not exposed to any
significant market nsk or foreign exchange nsk Responsibility for the control of overall nsk lies with the board of drrectors,
operating within a management framework established by the ultimate parent, Lloyds Banking Group plc Interest rate and
nquidity nsk faced by the Company 1s i substance managed and borne by other group undertakings which fund the Company
and credit nsk 15 carefully monitored by the Company's credit committee and credit functions Business nisk 1s managed
through regular reporting and oversight

Credit nisk

Credit nsk 1s the rnisk that a counterparty will be unable to pay amounts i full when due The credit nsk associated with Loans
and advances to customers 1S managed through the application of strict underwnting cntena, determined by the Company's
credit committee and credit functions Significant credit exposures are measured and reported on a regular basis Impairment
provisions are provided for fosses that have been incurred at the balance sheet date

For loans and advances, credit nsk arises both from amounts lent and commitments to extend credit to a customer, principally
loan commitments

in measuring the credit nsk of loans and advances, the Company reflects three components (1) the ‘probability of default’ by
the chient or counterparty on its contractual obligations, (i) current exposures to the counterparty and therr likely future
development, from which the Company denves the ‘exposure at default, and (m) the likely recovery ratio on the defaulted
obligations {the ‘loss given default’)

For its Retail lending, credit nsk is assessed using ‘exposure at default’ and 'loss gwen defaull’ models The Company
assesses the probability of default of individual counterparties using internal rating models tallored to the vanous categones of
counterparty All rating models, which are authonised by executive management, comply with the Group’s standard
methodology and are subject to a ngorous validation process

Credit nsk mitigation

- Credit pninciples and policy Group Risk sets out the group credit pnnciples and policy according to which credit nsk rs
managed, which in turn 1s the basis for divisional and business unit credit policy Principles and policy are reviewed
regularly and any changes are subject fo a review and approval process Busmess unit policy includes lending
guidelines, which define the responsibilities of lending officers and provide a disciplined and focused benchmark for
credit decisions

- Credit scorng In its principal Retal portfolios, the Company uses statistically based decision techriques (primarily
credit sconng) Disional nsk departments review scorecard effectiveness and approve changes, with matenal
changes subject to Group risk approvatl

- Concentration nsk Credit nsk management includes portfolio controls on certain industnes, sectors and product lines
that reflect nsk appefite and which operate at a divisional level Credit policy i1s aligned to nsk appetite and restricts
exposure to certain high nsk and more vulnerable sectors At a divisional level, exposures are monitored to prevent
excessive concentration of nsk These concentration nisk controls are not necessarily in the form of a maximum hmit
on lending but may instead require new business in concentrated sectors to fulfil additional hurdle requirements

- Stress testing and scenaro analysis at a divisional level The credit portfolio 1s also subjected to stress testing and
scenano analys:s, to simulate outcomes and calculate their associated impact

- Counterparty irits  Credit nsk in wholesale portfolios 1s subject to individual credit assessments, which consider the
strengths and weaknesses of individual transactions and the balance of nsk and reward Divisional exposure to
indvidual counterparties, groups of counterparties or customer nsk segments 1s controlled through a tiered hierarchy
of delegated sanctioning authorihes

Liquidity nsk

Liquidity nsk 15 the nsk that the Company i1s unable to meet its obligations as they fall due To manage this nisk, a stock of
hquid assets 1s maintained and extensive borrowing faciibies are available from within the Lloyds Banking Group

Liquidity risks are managed as part of the Group by an intermediate parent company, Lioyds TSB Bank plc, in consultation
with the board of directors Monthly reviews of funding positions are undertaken to anticipate any shortfalls
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Notes to the financial statements (continued)
For the year ended 31 December 2012

2.
23

24

Risk management policy {continued)

Interest rate risk

Interest rate nsk 1s the nsk of financial loss as a result of adverse movements In interest rates, and anses targely because of
tming differences between the repricing of financial assets and habiliies As at 31 December 2012, the Company I1s not
exposed to interest rate nsk as there are no Interest bearng loans Accordingly, ne quanttatve analysis of the Company's
exposure o interest rate nsk 1s presented

Business nsk

Business nsk 1s the nisk that the Company's earnings are adversely impacted by a suboptmal business strategy or the
suboptimal implementation of the strategy In assessing business nsk, consideration 1s given to internal and external factors
such as products, funding, resource capability, and economic, political and regulatory factors

Through regular reports and oversight business nisk is managed by comective actions 1o plans and reductions In exposures
where necessary

Critical accounting estimates and judgements in applying accounting policies

The preparation of financial statements in conformity with generally accepted accounting principles requires the use of
estimates and assumptions that affect the reported amounts of assets and habilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period Although those estimates are based on
management’s best knowledge of the amount, event or actions, actual results uthmately may differ from those estimates

Impairment of assets accounted for at amortised cost

The Company regularly reviews its loan porifolio to assess for imparment In determmming whether an impairment has
occurred the Company considers whether there I1s any observable data indicating that there has been a measurable decrease
in the estimated future cash flows and their timings, such observable data includes whether there has been an adverse
change in the payment status of borrowers or changes m economic conditions that correlate with defaults on assets n the
Company

Net interest income

2012 2011
£'000 £'000
Interest income
Group interest income (see note 14) 623 915
From other loans and advances 84 879
707 1,794
Interest expense
Group interest expense (see note 14) 27} (970)
Customer accounts - {32)
(27) {1,002)
Nat interest income 680 792

Included within Interest income 1s £nil (2011 £nil) 1n respect of imparred financial assets

12 AMC Bank Limited




Notes to the financial statements (continued)
For the year ended 31 December 2012

5.

Net fees and commission Income

2012 2011
£000 £000
Fees and commssion income
Mortgage related fees and commission recewvable - 182
Fees and commission expense
Group fees and comnussion expense {see note 14) - (155)
Net fees and commussion income - 27
Other operating expenses
2012 2011
£'000 £'000
Management fees (see note 14) 46 69
Adminigtrative expenses (44) 39
2 108

The Company has no employees (2011 none) Accounting and administration services are provided by the immediate parent
undertaking, AMC plc and are recharged to the Company as part of management fees

Fees payable to the Company’s auditors for the audit of the financial statements were £7,500 (2011 £14,000) Fees payable
to Company's auditors for non-audit services were Enil (2011 £nil)

Directors' emoluments

The directors' emoluments payable for services provided to the Company are set out below

2012 201
£'000 £'000
Aggregate emoluments 73 77
Aggregate post employment benefits 1 -

The number of directors to whom retirement benefits accrued under defined benefit and money purchase schemes 1s four and
one respectively (2011 four and one respectively)

No directors exercised share options in the ultimate parent company duning the year (2011 none)

Taxation
2012 2011
£'000 £'000
a) Analysis of charge for the year
UK corperation tax
- Current tax on taxable profit for the year 166 188

Corporation tax 15 calculated at a rate of 24 5% (2011 26 5%) of the taxable profit for the year

On 21 March 2012, the Government announced a reduction in the rate of corporation tax to 24% with effect from 1 Apn! 2012
This reduction was enacted under the Provisional Collection of Taxes Act 1968 on 26 March 2012 In addition, the Finance
Act 2012, which passed into law on 3 July 2012, included legislation to reduce the main rate of corporation tax from 24% to
23% with effect from 1 Apnl 2013

The proposed further reduction in the rate of corporation tax by 2% to 21% from 1 Aprl 2014 is expected to be enacted
separately In addition, on 20 March 2013 the Government announced a further reduction in the main rate of corporation tax
to 20% from 1 April 2015

13 AM mitad




Notes to the financial statements (continued)
For the year ended 31 December 2012

8 Taxation (continued)

b) Factors affecting the tax charge for the year

The tax on the Company's Profit before tax differs from the theoretical amount that would anse using the weighted average
tax rate applicable to profits of the Company as follows

2012 201
£'000 £000
Profit before tax 678 711
Tax charge thereon at UK corporation tax rate of 24 5% (2011 26 5%) 166 188
Tax on profit on ordinary activihes 166 188
Effective rate 24 5% 26 5%
9. Other assets
2012 2011
£'000 £000
Other receivables - 4
of which
Due within one year - 4
10. Loans and advances to banks
2012 2011
£'000 £'000
Amounts due from group undertakings (see note 14) - 23,022

Loans and advances to banks are unsecured and owed by the intermediate parent company Lloyds TSB Bank plc Al
amounts are repayable on demand

11. Loans and advances to customers

2012 2011

£'000 £'000

Agricultural mortgages - 34
of which

Due within one year - 4

Due after one year - 30

- 34

Further analysis of Loans and advances to customers i1s provided in note 15

14 AMC Bank Limt




Notes to the financial statements (continued)
For the year ended 31 December 2012

12.

13.

14,

Liabilities
2012 201
£'000 £000
Amount due to group undertakings {see note 14) 4,084 4,461
Other payables - 75
Desposits from banks (see note 14) - 2,533
Customer accounts - 737
Current tax habities 354 188
4,438 7.994
of which
Due within one year 4,438 7.994

Amounts due to group undertakings are non-interest bearing, unsecured and repayable on demand, although there 1s no
expectation that such a demand would be made

Share capital

2012 2011
£'000 £000
Allotted, 1ssued and fully paid
12,000,000 ordinary shares of £1 each 12,000 12,000

As perritted by the Companies Act 2006, the Company removed references to authorised share capital from its articles of
associghon with effect from 6 December 2011

All ordinary shares rank pan passu in all respects including the nght to recerve all dividends and other distnbutions hereafter
declared, made or paid on the ordinary share capital of the Company

The immediate parent company 1s AMC plc {incorporated in Engiand and Wales) The company regarded by the directors as
the uitmate parent company 1s Lioyds Banking Group ple {iIncarporated in Scotland), which 1s alse the parent undertatung of
the largest group of undertakings for which group financial statements are drawn up and of which the Company 1s a member
Lloyds TSB Bank plc (incorporated in England & Wales) i1s the parent undertaking of the smallest such group of undertakings
Copies of the financial statements of both companies may be obtained from Group Secretanat, Lloyds Banking Group plc, 25
Gresham Street, London, EC2V 7HN

Related party transactions

The Company Is immediately controlled by AMC plc A number of transactions are entered into with related parties mn the
normal course of business These include loan and fee transactions A summary of the outstanding balances at the year end
and the related income and expense for the year are set out below

2012 2011
£'000 £'000
Amounts due from group undertakings
Lloyds TSB Bank plc (see note 10) - 23,022
Amounts due to group undertakings
Lloyds TSB Bank plc {see note 12) - 2,533
The Agnicultural Mortgage Corporation plc (see note 12) 4,084 4,461
Total Amounts due to group undertakings 4,084 6,994
Interest income
Lloyds TSB Bank plc (see note 4) 623 915
Interest expense
Lloyds TSB Bank pic (see note 4) 27 970
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14. Related party transactions (continued)

2012 2011
£'000 £000
Management fees
The Agnicultural Mortgage Corporation plc (see note 6) 46 69
Fees and commission expense
Lloyds TSB Bank plc (see note 5) - 155

The above balances are unsecured in nature and are expected to be settled 1n cash or cash equivalents

Key management personnel

Key managemant personnel are those persons having authority and responsibiity for planning, directing and controlling the
activities of the Company, which 1s determined to be the Company's directers and members of the Lloyds Banking Group ple
board Members of the Lloyds Banking Group plc board are employed by other companies within the Lloyds Banking Group

and consider that their services to the Company are incidental to therr other responsibilities within the Group

Other than as set out below, there were no transactions between the Company and key management personnel duning the

current or preceding year

Key management personnel emoluments

2012 2011

£'000 £000

Salaries and short term employee benefits 83 86
Post employment benefits 1 -
84 86

UK Government

In January 2009, the UK Government through HM Treasury became a related party of the Company following its subscription
for ordinary shares 1ssued under a placing and open offer At 31 December 2012, HM Treasury held a 39 2 per cent (2011
40 2 per cent) interest in the ordinary share capital of Lioyds Banking Group plc and consequently HM Treasury remained a

related party of the Company dunng the year ended 31 December 2012

15. Financial sk management

A description of the nature and mitigation of key risks facing the Company 1s provided in note 2 A descnption of the

Company's financial assets/iabiities and associated accounting 1s provided in note 1
151 Credit nsk

Credit concentration - Loans and advances to customers and banks

Historically, the Company has lent predominantly to the agricultural sector geographically located in the United Kingdom

Loans and advances to customers and banks - maximum exposure

2012 2011
£'000 £'000
Neither past due nor mpaired - 23,056
Maximum exposure — loans and advances - 23,056
Commitments to lend - -
Maximum credit exposure - 23,056
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15

151

152

153

Financial risk management {continued)
Credit nisk (continued)

Loans and advances to customers and banks which are neither past due nor impaired

2012 2011
£'000 £000
Good gualty - 23,056

In general, good quality lending compnses those balances with a lower probability to default rabng assigned and the rating
progressively increases for each category extubiting a progressively higher probability to default

Past due 15 defined as failure to make a payment when it falls due

Repossessed collateral

As at 31 December 2012, there are no Loans and advances and no collateral is held Previously, collateral held against Loans
and advances to customers 1s pnincipally comprised of land and property The Company does not take physical possession of
any collateral, instead it uses agents to realise the collateral's value as soon as practicable, usually at auction, to settle
indebtedness Any surplus funds are then returned 1o the borrower or are otherwise dealt with In accerdance with appropriate
msolvency regulations

During the year, no collateral was repossessed {2011 £nif)

Liquidity risk

The Company is funded entirely by companies within the Group The table below sets out the cash flows payable by the
Company n respect of Borrowed funds, by remaining contractual undiscounted repayments of principal and interest, at the

balance sheet date

All other funding 15 repayable on demand, although there 1s no expectation that such a demand would be made All other
financial habilhes are repayabte on demand

As at 31 December 2012

Up to 1 month 1-3 months  3-12 months 1-5 years Total

£'000 £'000 £000 £000 £'000

Customer accounts - - - - -

Deposits from banks - - - - -

Other llablihies 4,084 - - - 4084
As at 31 December 2011

Up to 1 month 1-3 months  3-12 months 1-5 years Total

£'000 £'000 £'000 £'000 £'000

Customer accounts 737 - - - 737

Deposits from banks 2,533 - - - 2,533

Other habiiities 4,536 - - - 4,536

Fair values of financial assets and habiltties

The fair value of a financial instrument 1s the amount at which the instrument could be exchanged in a current transaction
between willing parties, other than in a forced or iquidation sale

The directors consider that there are no significant differences between the carrying amounts shown in the Balance sheet and
the fair value

All financial assets and habilities are held at amortised costs
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16. Capital disclosures

17

18.

The Company's objectives when managing capital, which is broader in concept than 'equity’ on the face of the balance sheet,
are

= To comply with the capital requirements set by the regulators of the banking markets where the Company operates,
* To mamtain a strong capital base to support its business

Capital adequacy and the use of regulatory capital are monitored regulardy by the Company's management, employing
techniques based upon the guidelines developed by the Basel Committee and the European Community Directives, as
implemented by the UK Financial Services Authonty (FSA) and the Company of England for supervisory purposes The
required information 1s filed with the FSA on a quarterly basis

The FSA requires each bank or banking group to (a) hold a mimmum {evel of regulatory capial, and (b} maintain a ratio of
total regulatory capital to nsk-weighted assets (the ‘nsk-assel ratio’} at or above the internationally agreed minimum of 8%

The Company’s regulatory capital 1s entirely tier 1 capital, being share capral and retained earnings, subject to certan
regulatory adjustments Intangible assets and investments in subsidiaries are deducted from the total capital to armve at the
regulatory capital

The nsk weighted assets are determined accerding to a broad categonsation of the nature of each asset or exposure and
counterparty This includes assessments in relation to credit, operational, counterparty, market and concentration nisks

The table below summanses the composition of regulatory capital and the ratios of the Company for the years ended 31
Decermber under the Basel Il framework During these two years, the Company complied with all the externally imposed
capital requirements to which it 1s subject

2012 2011

£'000 £'000
Tier 1 capital
Share capital 12,000 12,000
Retained earmings brought forward 6,056 5,533
Total regulatory capital 18,056 17,533
Total nsk werghted assets equivalent (unaudited) - 10,175
Risk asset ratio nia 172 3%

The movement in nsk weighted assets 1s due to the significant decrease in total assets duning the year

The above companson 1s set out using the nsk asset ratio framework, which as explained above, remains the international
standard for measuning capital adequacy The FSA's approach to such measurement under Basel || 1s now based pnmarily on
momtonng the relationship of the Capital Resources Requirement {CRR - broadly equivalent to 8% of risk weighted assets

and thus representing the capital required under Pillar 1 of Basel Il) to avalable capital resources The Company, however,
expects the reporting and analysis of ratios to continue, both internally and externally

Contingent liabilities and capital commitments
There were no contingent liabiities or contracted capital commitments al the balance sheet date (2011 £ntl)
Post balance sheet events

There are no post balance sheet events requinng disclosure in thase financai statements
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19. Future developments

The following pronouncements will be relevant to the Company but were not effective at 31 December 2012 and have not

been apphed in prepanng these financial statements

Pronouncement

Nature of change

Effactive date

Improvements to IFRSs (1ssued May

2012)"

Sets out minor amendments to {FRS standards as
part of the annual improvemenis process Most
amendments clanfied existing practice

Annual periods beginning on or
after 1 January 2013

IFRS 13 Fair value Measurement

Sets out a single IFRS framework for the
measurement of farr value and the related
disclosure requiremnents

Annual penods beginning on or
after 1 January 2013

Amendment to IAS 32 Financial
instruments Presentation on
Offsetting financial assets and
financial habihties

Provides additional clanfication regarding the
concept of the 'legally enforceable nght of set-off'
for the purposes of offsetting financial assets and
financiat iabilities

Annual periods beginning on or
after 1 January 2014

IFRS 9 Financial Instruments
Classification and Measuremen

t1&2

Replaces those parts of JAS 39 Financial
Instruments  Recognition and Measurement
relating to the classificahon, measurement and
derecogniion of financial assels and habihtes
Requires financial assets to be classified into two
measurement categones, fair value and amortised
cost, on the basis of the objectives of the entity's
business model for managing its financial assets
and the contractual cash flow charactenstics of the
instrument The availlable-for-sale financial asset
and held-to-matunty categones in the existing IAS
39 will be elminated The requirements for
financial habilites and derecogntion are broadly
unchanged from IAS 39

Annual penods beginning on or
after 1 January 2015

1 Atthe date of this report these pronouncements are awailing EU endorsement

2 IFRS 91s the 1nibal stage of the project to raplace IAS 39 Fulure stages are expected to result in amendments to IFRS 9 to deal with changes to the impairment of financial
assets measured al amortised cost and hedge accounting Untl all stagas of the repi project are

staterments of the replacement of IAS 39

The full iImpact of these pronouncements I1s being assessed by the Company However, the inihial view is that none of these

! itis not p

to determina the overall impact on tha financial

proanouncements are expected to cause any matenal adjustments to the reported numbers in the financial statements
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