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LLOYDS ASSET LEASING LIMITED

REPORT OF THE DIRECTORS
REVIEW OF BUSINESS

Dunng the year, the pnncipal actwmity of the company was the leasing of plant and equipment through finance and operaling lease
transactons and this is likety to continue for the foreseeable future

The results of the company show a profit before taxaton of £32,000 (2010 £55,000 as restated) for the year as set out in the income
statement on page 5

The company has shareholder's equity of £5,474,000 (2010 £5,052,000 as restated)

In accordance with LBG's reporting policy regarding the interpretation of International Financial Reporting Standards (IFRS's), a pnor year
adjustment has been made to the 2010 comparative figures to comrect the finance lease receivable, the denvative hability, deferred taxation,
retained earnings and other reserves balances i the balance sheet and finance mcome and taxation credit in the income statement For
further details, see note 1())

DIVIDENDS

The directors did not authonse or pay any dividends dunng the year (2010 E£nil}

DIRECTORS

The names of the directors of the company are shown on page 1 The following changes in directors have taken place since the year
ended

Appointed Resignedi/ceased to
be a director
A J Cummng - 26 Apnl 2012
J M Herbert - 26 Apnl 2012
C G Dowsett 26 Apnl 2012 -
S C Gledhill 26 April 2012 -
T J Cooke - 14 August 2012

No director had any interest in any matenal contract or arrangement with the company dunng or at the end of the year
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 elecied to
prepare the financial statements m accordance with Interational 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 fair
view of the state of affairs of the company and of the profit or loss of the company for that pencd In prepanng these financial statements,
the directors are required to

. select suitable accounting polictes and then apply them consistently,

. make judgements and accounting estimates that are reasonable and prudent,

. state whether applicable IFRSs as adopted by the European Union have been followed, subject to any matenal
departures disclosed and explained in the financial statements, and

. prepare the financial statements on the going concem basis unless 1t 1s inappropnate to presume that the company will

continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company’s transactions
and disclose wath reasonable accuracy at any tme the financial positton of the company and enable them to ensure that the financial
statements comply 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 cther tregulanties

DIRECTORS' INDEMNITIES

The directors have the benefit of a deed of indemnily which constitutes a "qualifying third party indemnity provision® These deeds are in
force dunng the whole financial year {or from the date of appointment in repect of directors who joined the board dunng the financsal year)
The indemnities remain in force at the date of signing these financial statements Deeds for existing directors are available for inspection
at the registered office of Lloyds Banking Group plc

AUDITORS AND DISCLOSURE OF INFORMATION TO AUDITORS
In the case of each director in office at the date the directors' report 1s approved
. so far as the director 1s aware, there 18 no relevant audit infformation 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
relevant audit information and to establish that the company's auditors are aware of that information




LLOYDS ASSET LEASING LIMITED

REPORT OF THE DIRECTORS (CONTINUED)

AUDITORS' APPOINTMENT

PncewaterhouseCoopers LLP are deemed to be re-appointed as auditors under section 487(2) of the Companies Act 2006
PRINCIPAL RISKS AND UNCERTAINTIES

From the perspective of the company, the pnncipal nsks and uncertainties are integrated with the pnncipal nsks of the group and are not
managed separately For further details please refer to note ‘17 - Risk management of financial instruments’ in these financial statements

KEY PERFORMANCE INDICATCORS (KPIs')

Gwen the straightforward nature of the business, the company's directors are of the opinion that anatysis using KPIs 1s not necessary for an
understanding of the development, performance or position of the business

POLICY AND PRACTICE ON PAYMENT OF CREDITORS

The company follows "The Prompt Payment Code' published by the Department for Businesses Innovation and Skills (BIS} regarding the
making of payments to suppliers Information about the ‘Prompt Payment Code' may be cbiained by visiing www prempipayment org uk

The company's policy Is to agree terms of payment with suppliers and these normally provide for setlement within 30 days after the date of
the tnvoice, except where other arangements have been negotated [t 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 the company owed no amounts to trade creditors at 31 December 2011, the number of days required to be shown tn this repor, to
comply with the provisions of the Comparies Act 2006, 1s nil (Prior year nil}

On behalf of the board

W Lo e

C G Dowsett
Director

Date *) {o\oq\m\z_




LLOYDS ASSET LEASING LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF LLOYDS ASSET LEASING LIMITED

We have audited the financial statements of Lloyds Asset Leasing Limited for the year ended 31 December 2011 which compnse the
Income Staterment and Statement of Comprehensive Income, the Balance Sheet, the Statement of Changes in Shareholder's Equity, the
Cash Fiow Statement, and the refated notes The financial reporting framework that has been applied in their preparation 1s apphcable iaw
and International Financial Reporting Standards (IFRSs) as adopted by the European Unton

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 2, the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair iew Qur responsibility 1S to audit and express an opimion on
the financial statements in accordance with applicable law and International Standards on Audibng (UK and Ireland) Those standards
require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the company's members as a body in accordance wath Chapter 3 of
Part 16 of the Companies Act 2006 and for no other purpose  We do not, in giving these opinions, accept or assume responsibility for any
other purpose or to any other person to whom this report 1s shown or into whose hands it may come save where expressly agreed by cur
pnor consent in wniing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient te give reasonable assurance
that the financial statements are free from material misstatement whether caused by fraud or error This includes an assessment of
whether the accounting polictes are appropnate to the company's circumstances and have been consistently appled and adequately
disclosed, the reasonableness of significant accounting estmates made by the directors, and the overall presentation of the financial
statements In additon we read all the financial and non-financial informaton in the report of the directors to identify matenal
Inconsistencies with the audited financial statements [f we become aware of any apparent matenal misstatements or inconsistencies we
consider the simplications for cur report

Opinion on financial statements

In our opinion the financial statements

. give a true and fair view of the state of the company's affairs as at 31 December 2011 and of its profit and cash flows for
the year then ended,

. have been property prepared in accordance with IFRS as adopted by the European Union, and

. have been prepared In accordance with the requirernents of the Compantes Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our optruon the information given in the Directors’ Report for the financial year for which the finanoial staterments are prepared 15
consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to youf i our opimon

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

. the financial statements are not in agreement with the accounting records and returns, or

. certain disclosures of directors’ remuneration specified by law are not made, or

. we have not received all the infermation and explanations we require for our audit
¢

—

Gillian McCort (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

Edinburgh

Date o’lbwm (Q-OIL




LLOYDS ASSET LEASING LIMITED

INCOME STATEMENT
For the year ended 31 December 2011

Finance income

Cperating lease income

Operating lease depreciation and other costs
Finance costs

Impairment charge

Profit before taxation
Taxation credit

Profit after tax and total comprehensive income for the year attributable to
ownars of the parent

The accompanying notes are an integral part of the Financial Statements

Note

D N

2011
£000

377
553
(410)
(452)

68

(36)

2
217

249

Restated
2010
£000

557
553
(410)
(623)

77

(22)

1,197
1,252




LLOYDS ASSET LEASING LIMITED

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2011

Profit after tax and total comprehensive income for the year

Other Comprehensive Income
Movemnent in cash flow hedges, net of tax
- changes n fair value taken to equity

Total comprehensive Income for the year attributable to owners of the parent

The accompanying notes are an integrat part of the Financial Statements

201

Note £000
16 249
15 173
422

- ———]

Restated
2010
£000

1,252

158

1,410



LLOYDS ASSET LEASING LIMITED

BALANCE SHEET
As at 31 December 2011

Asseots

Non-current assets
Property, plant and equipment
Finance tease recevables

Total non-current assets
Curront assets

Finance lease receivables
Amounts owed by group companies

Total current assets

Total assets

Liabilities

Current liabilitles

Amounts owed to group companies
Other creditors

Total current liabilities
Non-current llabilitles

Deferred taxation

Total non-current liabilities
Equity

Share capital

Other reserves
Retained earnings

Total equity

Total liabilitles and equity

The directors approved the accounts on ’ZG Sadfjﬂbe)( '20\2,

C G Dowsett
Director
Registered Number 2065463

The accompanying noles are an integral part of the Financial Statements

Note

1

13

201

£000

2416
2,253

4,669

2,228
9,757

11985

16,654

7903
797

8,700

2 480

2,480

100
{289)
5,663

5474

16,654

Restated
2010
£000

2,826
4,482

7,308

3,553
8,627

12,180

19,488

10,059
697

10,756

3,680
3,680

100
(462)
5414

5,052

19,488



LLOYDS ASSET LEASING LIMITED

STATEMENT OF CHANGES IN SHAREHOLDER'S EQUITY

Share Other Retained
capital reserves eamings
Note £000 £000 £000
Balance at 31 December 2009 as restated 14 1516 100 (620} 4,162
Total comprehensive Incoma for the year
Profit for the year as restated 16 - - 1,252
Change in fair value of derivatives as restated 15 - 158 -
Balance at 31 Decomber 2010 as restated 14 1516 100 (462) 5414
Total comprehensive income for the year
Profit for the year 16 - - 249
Change in far value of denvatives 15 . 173 -
Balance at 31 December 2011 14 1516 100 (289) 5,663

The accompanying notes are an integral part of the Financial Statements

Totat
£000

3,642

1,252

158

5,052

249

173

5474



LLOYDS ASSET LEASING LIMITED

CASH FLOW STATEMENT
For the year ended 31 December 2011

Net cash flow from oparating activities

Financing activitles
Decrease in bank borrowings

Net cash flow from financing activities

Net movement in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Cash and cash equivalents are compnsed of

Cash at bank

The accompanying noles are an integral part of the Financial Statements

2011
Note E000

18 4,096

(2,966)
{2,966)

1,130

8,627

9,757

10 9,757

9,757

Restated
2010
£000

1,181

(3,068)

——

{3,068)

(1,887)
10,514

8627

8,627

8,627



LLOYDS ASSET LEASING LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1 Accounting policies

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

The financial staternents have been prepared in accordance with International Financial Reporting Standards as adopted by the European
Union, under the historicat cost convention, as modified by the revaluation of inancial instruments {including denvatives) at farr vatue

The financial statements have been prepared on the gomg concem basts which assumes that the company will continue in operational
existence for the foreseeable future The validity of this assumption depends on the continuing financial support pronded by Lloyds TSB
Bank plc After making appropnate enguines, the directors believe that it 1s appropnate for the financial statements to be prepared on the
going concern basis

In prepanng these financial statements the company has adopted 1AS 1 (revised) Presentation of financial statements The adoption of IAS
1 (rewised) mpacted the type and amount of disclosures made In these financial statements, but had no impact on the reported profits or
financial position of the company In accordance with the transitional requirements of the standards, the company has provided full
comparative information

Cntica) accounting estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and assumplions that affect the reported
amounts of assets, habilities, income and expenses Due to the inherent uncertainty in making estimates, actual results reperted in future
pencds may be based upon amounts which differ from those estimates Estimates, judgements and assumptions are continually evaluated
and are based on historical expenence and other factors, Iincluding expectations of future events that are belileved to be reasonable under
the circumstances Rewisions to accounting estimates are recogrused in the penod in which the estimate 1s revised and in any future
pencds affected The accounting policies deemed cntical to the company’s results and financial position, based upon matenality and
significant judgements and esimates, are discussed below

- Impairment

The company regularty rewews the portfolic of financial assets for mparment  In determining whether an impairment has occurred
al the balance sheet date the company considers whether there 15 any observable data indicabing that there has been a
measurable decrease in the estimated future cash flows or therr tmings, such observable data includes whether there has been an
adverse change in the payment status of borrowers or changes in economic conditions that correlate with defaults on repayments
or values of underlying assets Where thisis the case, the impairment loss 13 measured in accordance with note 1(c) below

1(a) Property, plant and equipment

Property, plant and equipment is held at cost less accumulated depreciation Depreciation is calculated on a straight kne basis over the
operating lease term less any residual value of the assels as follows -

Lease term
Operating leased assets 10 - 20 years

The assets’ residual values and useful ives are reviewed, and adjusted if appropriate, at each balance sheet date

Assets are reviewed for impaiment whenever events or changes in crrcumstances indicate that the camying amount may not be
recoverable In the event that an asset's carmrying amount 15 determined to be greater than s recoverable amount 1t 15 wntten down
immediately The recoverable amount 1s the ligher of the asset's fair value less costs to sel and its vatue in use

1(b) Leases

Assets leased to customers are classified as finance leases if the lease agreements transfer substantially all the nsks and rewards of
ownership to the lessee, all other leases are classified as operating leases

When assets are leased under a finance lease the amount due from a lessee Is recorded as a recewvable at the present value of the lease
payments being the company’'s net investment in the lease Finance lease income 13 recognised over the lease term using the net
investment method so as to reflect a constant penodic rate of retum on the company’s net investment in the lease

Inthal direct costs attnbuted to negobiating and arranging a finance lease are included in the imitial measurement of the finance lease
receivable thus reducing the amount of ncome recogrised over the lease term Fees and commussions received are defemed and
recogrised as an adjustment to the effective interest rate on the lease over the lease term

When assets are leased under an operating lease the leased asset 1s included within property, plant and equipment at cost, including any
inital direct costs, and depreciated over the life of the lease on a straight line basis after taking into account anticipated residual values
Operating lease rental Income is recognised on a straight line basis over the Ife of the lease

A change in comporation tax can give nse to a reduction or increase in deferred tax Due to tax rale vanation clauses in some of the
company's leases this may lead to a reduction or increase In lease rentals  This change in the lease rentals can give nse to a change in
the interest rate impheit in the lease which when applied restrospectively, produces a once-off adjustment of the finance lease recevables
carrying value This ence-off adjustment 13 reported as either an impairment or other income in the Statement of Comprehensive Income
or Income Statement

10




LLOYDS ASSET LEASING LIMITED

NQTES TO THE FINANCIAL STATEMENTS

1 Accounting policies (continued)
1{c) Impaiment

At each balance sheet date the company assesses whether, as a result of one or more events occurnng after initral recogrition, there s
objective evidence that a financial asset or group of financial assets has become impaired

The cntena that the company uses to determine that there 13 objective ewidence of an impairment loss include

Debnguency in contractual payments of pnncipal and/or interest,

Indications that the borrower or group of borrowers Is expentencing significant financial difficulty,
Restructuring of debt to reduce the burden on the borrower,

Breach of loan covenants or conditions, and

Initiation of bankruptcy

If there 1s objective ewidence that an impairment loss has been incurred, a prowision is established which 1s calculated as the difference
between the balance sheet carrying value of the asset and the present value of the estimated future cash flows discounted at the asset's
implicit rate in the lease

If, in a subsequent penod, the amount of the impairment loss decreases and the decrease can be related objectively to an event occuming
after the impairment was recognised, such as an improvement in the borrower's credit rating, the carrying amount of the asset 1s increased
to the revised estimate of its recoverable amount, but so that the increased camying amount does not exceed the carrying amount that
would have been deterrmined had no impairment [oss been recognised for the asset in prior years A reversal of an impairment loss (s
recognised as a credit to the income statement "

1{d} Taxation
Current Income tax which 1s payable on taxable profits 1S recognised as an expense in the pencd in which the profits anse

Deferred tax 1s prowided in full, using the hability method, on temporary differences ansing between the tax bases of assets and liabdities
and therr camying amounts in the financial statements However, deferred tax 15 not accounted for if it anses from mitial recegribion of an
asset or hability in a transacbon other than a business combination that at the time of the transaction affects neither accounting nor taxable
profit or loss Deferred tax 1s determined using tax rates that have been enacted or substantially enacted by the balance sheet date which
are expected to apply when the related deferred tax asset 1s reaised or the deferred tax hability 1s settled

Deferred tax assets are recognised where it 1S probable that future taxable profit will be avatlable against which the temporary differences
can be uthsed Income tax payable on profits 1s recognised as an expense in the penod in which those profits anse The tax effects of
losses available for carry forward are recognised as an asset when it 1s probable that future taxable profits will be avallable agamst which
these losses can be utiised Deferred tax related to far value re-measurement of financial assets and habihties, which are charged or
crecited directly to equity, 15 also credited or charged directly to equity and 1s subsequently recognised in the income statement together
with the deferred gain or loss

Deferred and current tax assets and habiibes are offset when they anse in the same tax reporting group and where there 1s both a legal
nght of offset and the intention to sefile on a net basis or to realse the asset and settle the liabiity simultaneously

1(e) Dividends

Dmdends are recognised in equity onty when the company has the cbligation to pay the ordinary shareholder

1({f) Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents compnse cash and amounts due from banks with onginal
matunities of less than three months and bank overdrafts Bank overdrafts are shown within borrowings in current liabiities on the batance
sheet The pnior year cash flow statement comparatives have been redassified to confarm to the current year presentation

1(g) Falr value

The farr value of finance lease receivables 1s derved from a present value cash flow model of expected cash flows from the lease using
current market interest rates and margin for the nsks inherent in the lease

1{h} Derivative financial Instruments

All denvatives are recogrised at therr farr value Fair values are obtamned from guoted market pnces in active markets, including recent
market fransactions, and using valuation techniques, including discounted cash flow and options pricing models, as appropnate
Denvatives are carned in the balance sheet as assets when therr farr value 1s positive and as labiliies when their fair value 1s negative

Changes in the farr value of any denvative instrument that 1s not part of a hedging relationship are recognised immediately in the income
statement

Denvatives embedded in financial instruments are treated as separate denvatives when ther economic characteristics and nsks are not
closely related to those of the host contract and the host contract 15 not camed at fair value through profit or less These embedded
denvatives are measured at fair value wath changes n far value recagnised in the income statement

1




LLOYDS ASSET LEASING UMITED

NOTES TO THE FINANCIAL STATEMENTS

1 Accounting policias {continued}
1 (h) Derivative financlal instruments {(continued)

The method of recognising the movements in the farr value of the denvatives depends on whether they are designated as hedging
instruments and, if so, the nature of the item being hedged Hedge accounting allows one financial instrument, generally a denvative such
as a swap, to be designated as a hedge of another financial instrument such as a loan or deposi or a portfohio of the same At the
inception of the hedge relationship, formal documentabion 1s drawn up specifying the hedging strategy, the hedged tem and the hedging
instrument and the methodolegy that will be used to measure the effectiveness of the hedge relationship in offsething changes in the fair
value or cash flow of the hedged nsk The effectiveness of the hedging relationship must be tested throughout its ife and if at any pont it is
concluded that it 1s no longer highly effective in achieving its objective the hedge relationship is terminated

The company designates denvatives as hedges of highly probable future cash flows attnbutable to recognised assets or labilites (cash
flow hedges)

The effective portion of changes In the fair value of denvatives that are designated and qualfy as cash flow hedges 1s recogrused in other
comprehensive income, and in equity The gain or loss relating to the ineffective portion 15 recogrised immediatelty In the income
statement Amounts accumulated in equity are recycled to the income statement in the penods in which the hedged item affects profit or
loss When a hedging instrument expires or Is sold, or when a hedge no longer meets the cntena for hedge accounting, any cumulative
gain or loss existing In equity at that time remains in equity and 1s recognised when the forecast transaction 1s ulhmately recognised in the
income statement When a forecast transaction 1s no longer expected to occur, the cumulative gain or loss that was reported in equity 15
immediately transferred to the ncome statement

The company documents at the inception of the transaction the relationship between hedging instrument and the hedged tem The
company also documents its assessment both at hedge inception and on an ongoing basis, of whether the denvatives that are used in
hedging transactions are highly effective in offsetting changes in fair values or cashflows of hedged items

The full farr value of a hedging dervative 1s classified as a non-current asset or hiability if the remaining matunty of the hedged stem 18 more
than 12 months and as a current asset or hability, if the matunty of the hedged item 15 less than 12 months

1(i) Foreign currency translation

ltems included In the financial statements are measured using the cumency of the pnmary economic environment in which the entity
operates ('the funchonal currency’) The financial statements are presented in stering, which s the company’s functional and presentation
currency

1() Prior year restatement

The comparatives for the year ended 31 December 2010 have been restated in accordance wath IAS 8 "Accounting policies, changes in
accounting estimates and errors” to reflect an emer discovered as a result of a review of the denvalive balances The impact of this
restatement of the balance sheet Is o decrease the denvative hability by £23,000, increase the deferred tax hability by £6,000 and decrease
the deficit on other reserves by £17,000

The 2010 comparatives have also been restated to reflect an error in the onginal corporation tax rate used in the underiying lease
documentation The impact of this restatement of the balance sheet was to increase finance lease recewvables by £46,000, increase the
deferred tax hability by £12,000, and increase retained earnings by £34,000 The impact of this restatement of the income statement was to
increase finance income by £5,000, decrease imparment charge by £41,000, and decrease taxation credit by £12,000 in the income
statement

2 Finance income

Restated

2011 2010

£000 £000

Finance lease income 377 557

377 557

Finance income represents the income component of finance lease receivables eamed In the year, being finance lease rentals less capital
repayment

3 Operating loase Income

2011 2010

E000 £000

Operating lease income 553 553
553 553

There were no lease rentals receivable dunng the year that were contingent on events other than the terms of the lease, Libor rates and
UK corporation tax rates (2010 £nil)

12




tLOYDS ASSET LEASING LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4 Flnance costs

2011 210

£000 £000

Interest payable on bank loans and overdraft to other group companies 10 117
Inferest rate swaps Cashflow hedges 351 506
452 623

5 Impairment charge

Restated
2011 2010
£000 £000

Tax rate vanation 35 22
38 22

The reduction in the tax rate from 27% to 26% and a further reduction from 26% to 25% 1s disclosed further in note 13

The change in the rates of corporation tax has given nse to a reduction in deferred taxation and, because of tax rate vanation clauses in the
leases, a reduction in the lease rentals This reduction i rentals has given nse to a reduction in the interest rate implict within the lease
which, when applied retrospectively, has produced a one off impairment of the finance lease recevable dunng the year ended 31
December 2011

6 Profit before taxation

Audit fees for the company are borne by the iImmediate parent company, the audit fee atinbuted to this company for the year was £8,500
(2010 £8,500) The company has no employees and the directors received no remuneration in respect of therr services to the company

7 Taxation credit

Restated
2011 2010
£000 £000
The taxaton credit for the year comprises
Current tax payable on profit for the year (1,058) -
Total current tax payabte for the year {1,058) -
Deferred taxation (Note 13} 1,049 1,055
Impact of tax rate change (Note 13) 226 142
Total taxation credit for the year 217 1,197

Where taxation on the company’s profit for the year differs from the taxation credit that would anse using the standard rate of corporation
tax of 26 5% (2010 28%), the differences are explained below

Restated

2011 2010

£000 £000

Profit before taxation 32 55
Tax al standard rate of corporation tax &) (15
Impact of tax rate change 226 142
Losses claimed for no payment - 1,070
Total taxation crednt 217 1,197

Dunng the year group relief of £nif (2010 £1,070,000) was surrendered by fellow Group Undertakings to the company for no payment

13




LLOYDS ASSET LEASING LIMITED

NOTES TO THE FINANCIAL STATEMENTS

8 Property, plant and equlpment

Operating lease assets are represented by property, plant and equipment as follows

2011 2010
£000 £000
Onginal cost
At beginning of the year 4,036 4,036
At end of the year 4,036 4,036
Depreciation
At beginning of the year (1.223) (816)
Charge for the year (407) 407)
At end of the year (1,630) (1,223)
Direct costs
At beginning of the year 13 16
Charged dunng the year 3 3
At end of the year 10 13
Net book value at end of the year 2416 2,826
Future minimum lease payments receivable under operating lease 2011 2010
£000 £000
Within 1 year 546 554
2-5 years inclusive a35 1,570
After 5 years - -
1,481 2,124
9 Finance lease recelvables
Minmum lease payments Present value of minimum lease
payments
Restated Restated
2011 2010 2011 2010
Amounts recewable under finance leases £000 £000 £000 £000
Within 1 year 2,419 3,893 2,228 3,553
2 - 5 years inclusive 2,356 4775 2,253 4,482
After 5 years - - - R
4,775 8,668 4,481 8,035
Less Uneamed finance income {204) (633)
Present value of minimum lease payments receivable 4,481 8,035
Analysed as
Non-current finance lease recevable 2,253 4,482
Cumrent finance lease recewvables 2,228 3,553

4,481 8,035

The fair value of the company’s finance lease receivables at 31 December 2011 1s estimated at £4,500,000 (2010 £8,000,000)
14




LLOYDS ASSET LEASING LIMITED

NOTES TO THE FINANCIAL STATEMENTS

10 Amounts owed by group companles

2011 2010
£0060 £000
Cash at bank 9,757 8,627
9,757 8,627
For further details please refer to note 19

11 Amounts owed to group companies
Restated
2011 2010
£000 £000
Bank borrowings 5,595 8,546
Interest payable 15 30
Group rehef payable 1,908 850
Denvative financial instruments {(Note 12) 385 633
7,903 10,059

For further details please refer to note 19

12 Derlvative financlal instruments

Denvative financial instruments include interest rate swaps  An mterest rate swap 18 an agreement between two parties to exchange fixed
and floating interest payments, based upon interest rates defined tn the contract, without the exchange of the underlying principal amounts

Denvative transactions are with group companies See note 19 for further details of balances outstanding at the year end

The derivatives used by the company are designated as cash fiow hedges, these hedge against fluctuations in market interest rates and
are detalled below

The effective portion of changes tn the far value of cashflow hedges is recogmised in other comprehensive income The ineffective portion
1s recognised immediately in the income statement The cash flow hedges were highly effective through out the year and no ineffectiveness
was recogrised n profit or loss dunng the year

The full far value of a hedging denvative 15 classified as a non-cumment asset or habiity when the remaining hedged item 1s more than 12
months and as a current asset or hability when the remaining hedged rtem 15 less than 12 months

Interest payments ansing on borrowings are settled on a quarterty basis

Contractual/ Farr Values
Notional amount Liablities
£000 £000
31 December 2011

Interest rate swaps 5,595 385
5,505 385

31 December 2010 as restated
Interest rate swaps 8,546 633
8,546 633
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LLOYDS ASSET LEASING LIMITED

NOTES TO THE FINANCIAL STATEMENTS

13 Deoforred taxation

Restated

2011 2010

£000 £000
At beginning of the year 3,680 4,807
Deferred taxation credit for the year (1,049) (1,055)
Impact of tax rate change (226) (142)
Movement on other reserves 66 64
Impact of tax rate change on deferred tax on cashflow hedges 9 6
At end of the year 2,480 3,680
The deferred taxation crednt in the income statement compnses the following

201 2010

£000 £000
Capital allowances on assets leased to customers 1,049 1,055
Impact of tax rate change R 226 142
Total deferred taxation credit 1,275 1,197
Deferred taxation assets and liabiiies are compnsed as follows

2011 2010

£000 £000
Deferred taxation assets
Cashflow hedges 96 171
Total deferred taxation assets 96 171
Deferred taxation hability
Accelerated tax depreciation (2,576} (3.851)
Total deferred taxation habilities (2,576) (3.851)

Total deferred taxation habihity (2,480) (2,680)

On 23 March 2011, the Government announced that the corporation tax rate applicable from 1 Apnl 2011 would be 26% This change
passed into legislation on 29 March 2011 tn addiion, the Finance Act 2011, which passed into law on 19 July 2011, included legislation to
reduce the main rate of corporation tax from 26% to 25% with effect from 1 Aprl 2012 The change in the main rate of corparation tax from
27% to 25% has resulted in a reduction in the Company’s net deferred tax hability at 31 December 2011 of £217,000 compnsing a
£226,000 credit included in the Income statement and a £9,000 charge included in equity
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LLOYDS ASSET LEASING LIMITED

NOTES TO THE FINANCIAL STATEMENTS

14 Share capital

2011 2010
£ £
Authonsed

Ordinary shares of £1 each 100,000 100,000
100,000 100,000
2011 2010
£ £

Allotted, 1ssued and fully paid
Ordinary shares of £1 each 100,000 100,000

100,000 100,000

The company's immediate parent company 1s Lloyds TSB Leasing Limited The company regarded by the directors as the ultimate parent
company 1s Lloyds Banking Group ple, a Iimited liabibty company incorporated and domiciled in Scotland, which 1s also the parent
undertaking of the largest group of undertakings for which group accounts are drawn up and of which the company 1s a member Lloyds
TSB Bank plc 1s the parent company of the smallest such group of undertakings Copies of the group accounts may be obtamned from the
company secretary's office, Lloyds Banking Group plc, 25 Gresham Street, London EC2V 7THN

The company’s objectives when managing capital are to safeguard the entity's ability to continye as a going concern, provide an adequate

return to s shareholder through pneing products and services commensurately with the level of nsk and, indirectly, to supponrt the group's
regulatory capital requirements

The company’s parent manages the company's capital structure and makes adjustments te it in the hight of changes in econamic conditions
and the nsk charactenstics of the underlying assets In order to maintain or adjust the capital structure, the company's parent may adjust
the amount of dvidends to be paid to the shareholder, return capital to the shareholder, 1ssue new shares, or enter into debt financing

The company's capital compnses all components of equity, movements in which appear In the statement of changes in equity and bank
borrowings as disclosed in note 11

15 Other resorves

Other reserves relates to gains and losses recognised on cashflow hedges

Restated
2011 2010
£000 £000
At beginning of the year {462} {620)
Change in fair value of cash flow hedges 248 228
Deferred laxation thereon (66) (64)
Impact of tax rate change (9} )
At end of the year {289) (462)
16 Retained earnings
Restated
2011 2010
£000 £000
Al beginning of the year 5414 4,162
Profit after tax and total comprehensive income for the year 249 1,252
At end of the year 5,663 5414
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LLOYDS ASSET LEASING LIMITED

NOTES TO THE FINANCIAL STATEMENTS

17 Risk management of financial instruments

The pnmary financial nsks affecting the company are  credit nsk, hquidity nsk and market nsk (which include interest rate nisk and forexgn
currency risk) Information on the management of these financial nsks and further disclosures is given below

In accordance with J1AS38 “Financial instruments Recogmiion and measurement *, the followang financial instruments are classified as
shown

Held at Held at Fair Loans or Total
cost/amortised Value recevables
cost

At 31 December 2011 E000 £000 £000 £000
Assets
Finance lease receivables - - 4,481 4,481
Amounts owed by group companies 0,757 - - 9,757
Total financial assets 9,757 - 4.481 14,238
Liabilities
Amounts owed to group companies 7,518 385 - 7,903
Other creditors 797 - - 797
Toftal financial iabiities 8,315 385 - 8,700

Held at Held at Fair Loans or Total

cost/amortised Value receivables
cost

At 31 December 2010 as restated £000 £000 £000 £000
Assets .
Finance lease receivables - - 8,035 8,035
Amounts owed by group companies 8.627 - - 8,627
Total financial assets . 8,627 - 8.035 16,662
Liabilities
Amounts owed to group companies 9,426 633 - 10,059
Other creditors 697 - - 697
Total financial habilittes 10,123 633 - 10,756

Credit nsk management

Credit nsk 1s the nsk that one party to a financial instrurent will cause a financial loss for the other party by faling to discharge an
obligation

The maximum credit nsk exposure of the group In the event of other parties failing te perform their obligations 1s detaled below The
maximum exposure {o loss 1s considered to be the balance sheet carrying amount as at 31 December 2011

Restated

20114 2010

Financial assets which are neither past due nor impaired for credit nsk £000 £000
Finance lease recevables 4,481 8,035
Amounts owed by group companies 9,757 8,627
Total credit nsk exposure 14,238 16,662
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LLOYDS ASSET LEASING LIMITED

NOTES TO THE FINANCIAL STATEMENTS

17 Risk management of financial instruments (continued)

Credit nsk management (continued)

Credit nsk management 1s performed by vanous committees established by its ultimate parent, Lloyds Banking Group plc Each lease or
loan 1s assessed for credit nsk pror to approval and assigned a credit rating based on the credit nsk rating methodology and management
policy of the Licyds Banking Group plc  Credit ratings of the lease counterparties are monitored, where necessary revised, over the hfe of
the lease The table below reflects the credit rating of the financal assets portfolio net of any financial guarantees received

Financial assets by credit rating

AAA Al A BBBE RatedBB  Notrated Total
or lower
At 31 December 2011 £000 £000 £000 £000 £000 £000 £000
Finance lease receiwvables - - - 4423 58 - 4,481
Amounts owed by group companies - - 9,757 - - - 9,757
Total - - 9,757 4,423 58 - 14,233
AAA AA A BBB RatedBB  Notrated Total
or fower
At 31 December 2010 as restated £000 £000 £000 £Q0Q £000 £000 £000
Finance lease receivables - - - 7,923 112 - 8,035
Amounts owed by group companies - 8,627 - - - - 8,627
Total - 8,627 - 7,923 112 - 16,662

At the balance sheet date the company assesses If there 1s objective evidence that the financial assets have become impaired Evidence of
impairment may include Iindications that the counterparty is expenencing financial difficulty, default or delinquency in settlements of
amounts due or debt restructunngs to reduce the financial burden on the counterparty

At 31 December 2011 and 2010 there were no impairments relating to credit nsk agamst any financial assets The credd nsk exposure
under shori-term debtors, deposits and other financial assets are represented by the book values in the above table

For financial assets held at amortised cost the fair value approximates to thewr carrying values, except for leases whose fair value 1s
disclosed in note 9

Fair Value Estimation

The table below provides an analysis of the financial assets and habilties of the company’s that are camed ai fair value, grouped Into
levels 1 to 3 based on the degree to which the fair value 1s observable as defined below

- Quoted pnces (unadjusted) in active markets of identical assets and habilites {level 1)
- Inputs cther than quoted pnices included within Level 1 that are observable for the asset or liabilty, either directly, or indirectly (fevel 2)
- Inputs for the asset or hability that are not based on cbservable market data (level 3)

Valuation herachy Level 1 Level 2 Level 3 Total
£000 £000 £000 £000
31 December 2011

Benvative financial instruments - 385 - 385
Financial iabiities - 385 - 385
Level 1 Level 2 Level 3 Total

£000 £000 £000 £000

31 December 2010 as restated

Derivative financial iInstruments - 633 - 633

Finanaal iabidibes - 633 - 633

18




LLOYDS ASSET LEASING LIMITED

NOTES TO THE FINANCIAL STATEMENTS

17 Risk management of financial instruments (continued)

Liquidity nsk management

Liquidity nsk 1s the nsk that an entity will encounter difficulty in meeting obhgations associated with financial habilities that are settled by

delivenng cash or ather financial asset

The liquidity profile of financial habiliies at year end was as follows

Al 31 December 2011 Bank borrowings Other habities Denvatives Total Liabilities
£000 £000 £000 £000
On demand - 2,705 - 2,705
Up to 1 month - - - -
1-3 months 5,610 - 385 5,995
3-12 months - . - -
1-5 years - - - .
Over 5 years - - - -
Total 5,610 2,705 385 8,700
At 31 December 2010 as restated Bank borrowings Other lhabilities Denvalives Total Liabilities
£000 £000 £000 £000
On demand - 1,547 - 1,547
Up to 1 month - - - -
1-3 months - - - -
312 months 8,576 - 633 8,209
1-5 years - - - -
Over 5 years - - - -
Total 8,576 1,647 633 10,756

The farr value of current habilittes approximates their carrying values

Bank borrowings and the associated interest payable upon them are bomrowed short term and all borrowings are advanced by a fellow
subsidiary undertaking of Lloyds Banking Group plc

Other liabilittes are repayable on demand
Interest rate nsk management

Interest rate nsk 1s the nsk that the future cash flows and fair values of a financial nstrument may fluctuate because of changes in market
interest rates

The company takes into account the exposure on fluctuations in the prevailing levels of market interest rates on s cash flows when
structunng its operations by ensunng the interest terms of its finance income 1s matched to the variable interest terms of the borrowing
used to finance the leasing portfolio As such the company has no matenal exposure to financial nsk arnsing from changes in market
interest rales Interest rate nsk 15 hedged using interest rate swaps

Based on the balance sheet carmying values a +/- 25 basis pomnt change in interest rates will increasefreduce finance income by £24,000
and finance costs by £14,000

Foreign currency nsk

Forergn currency nsk 1s the nsk that the farr value or future cashflows of a financial instrument will fluctuate because of changes on foreign
exchange rales

The company’s transactions are all deneminated n British Pounds as such the company has no exposure to foreign currency nsk

20




L 1]

LLOYDS ASSET LEASING LIMITED

NOTES TO THE FINANCIAL STATEMENTS

18 Notes to the cash flow statement

Restated

2011 2010

£000 £000

Profit from operations 32 55

Add/{less) non cash items

Depreciation 410 410
Impairment charge 38 22
Operating cash flows before movements in working capital 478 487
Movement in receivables 3,518 3,630
Movement in payables 100 100
Cash generated by operations 4,096 . 4217

Group rehef pad - (3,036)
Net cash flow from operations 4,086 1,181

19 Related parties

The company’s related parties include other companies in the Lloyds Banking Group and the company’s key management personnel Key

management personnel are those persons hawing authonty and responsibiity for planning, directing and controlling the activities of the
company, which1s determmed to be the company’s directors

In respect of related party transactions, the outstanding balances recervable/(payable) at 31 December were as follows

Restated

Nature of transaction Related party 2011 2010
£000 £000

Cash at bank Fellow subsidiary undertaking 9,757 8,627
Group relief payable Fellow subsidiary undertaking {1,908) (850)
Bank borrowings Fellow subsidiary undertaking {5,595) (8,546)
Interest payable Fellow subsidiary undertaking {15) {30)
Denvative financial instruments payable Fellow substdiary undertaking (385) (633)

Bank bomrewings are interest beanng and dunng the year rates of interest of up to 1 86% (2010 1 51%) were charged Finance costs of
£452,000 (2010 £623,000) were incurred dunng the year

The company paid group relief of £nil (2010 £3,036,000} dunng the year to fellow subsidiary undertakings

Group Relief of ml {2010 £1,070,000} was sumrendered to the company for no payment as per note 7
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20 Future developments

The following accounting standard changes will impact the company tn the future financial penods

Pronouncement Nature of change IASB effective date
IFRS 9 Financial Instruments Replaces those pars of IAS 38 Financial Instuments Recogmition Annual penods beginning on or after 1 January

and Measursment relating to the cassficabon measurement and 2015
derecogniion of financal assets and babilites Requires financial
assets to be classified into two measurement categones, far value

and amorused cost, on the basis of the objectves of the entity's
business model for managing sts financial assets and the
confractual cash flow charactenstics of the instrument. The
avalable-for-sale financial asset and heldto-matunty investment
categones in exasting 1AS 38 will be ehminated The requirements

for financial habilibes and derecogniion are broadly unchanged

from IAS 39

IFRS 12 Disclosure of Interests n Other  Requires an entty to disclose information that enables users of Annual penods begmning on or after 1 January
Entties' financial statements to evaluate the nature of, and nsks associated 2013

with, Its interests in other entibes and the effects of those interests

on its financial posibon financial performance and cash flows

IFRS 13 Far Value Measurement The standard defines far value sets out a framework for Annual penods beginming on or after 1 January
measunng far value and requires disclosures about far value 2013
measurements [t applies to IFRSs that reguire or permit far valua
measuraments or disclosures about farr value measurements

The izl view 1s that none of these pronouncements are expected to cause any matenal adjustments to reported numbers in the Financial
Statements

21 Post balance sheet events

On 21 March 2012, the Government announced a further reduction in the rate of corporation tax to 24% with effect from 1 Apnl 2012 This
further reduction was enacted under the Prowisional Collection of Taxes Act 1968 on 26 March 2012 In addition, the Finance Act 2012,
which passed nto law on 3 July 2012, included legislation to reduce the man rate of corporation tax from 24% to 23% with effect from 1
Apnt 2013 The reduction to 23% 15 estimated to reduce the net deferred tax tability by a further £198,000 and will be reflected in the
financial staterents for the year ended 31 December 2012

The proposed further reduction in the rate of corporation tax by 1% to 22% from 1 Apnl 2014 1s expected to be enacted separately The
effect of this further change upon the company's deferred tax balances cannot be reliably quantified at this stage
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