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BANK Of SCOTLAND STRUCTURED ASSET FINANCE LIMITED

REPORT OF THE DIRECTORS
REVIEW OF BUSINESS

Dunng the year, the prncipal activity of the company was the leasing of assets through finance and operating lease transactions and the
holding of investments in subsidiary undertakings, and this 1s likely to cantinue for the foreseeable future

Dunng the year the three operating leases held by the company were sold to a third party The gain on sale of these leases was
£1,130,000

The results of the company show a profit before taxation of £6,912,000 (2011 £6,763,000 profit as restated) for the year as set out in the
statement of comprehensive iIncome on page 5

The company has shareholder's equity of £16,279,000 (2011 £34,811,000 deficit 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 2011 and 2010 comparative figures to correct the finance lease recevables, amounts owed by group
companies, amounts owed to group companies and retained earnings balances In the balance sheet For further detalls, see note 1())
DIVIDENDS

The directors did not authonise or pay any dividends dunng the year (2011 £nil)

DIRECTORS

The names of the directors of the company who were in office at the date of the signing of financial statements are shown on page 1 The
following changes in directors have taken place dunng and since the year end

Appointed Resignediceased to
be a director
A J Cumming - 3 Apnl 2012
S B Allen - 30 Apnt 2012
T J Cooke 18 May 2012 14 August 2012
S P Shelley 18 May 2012 21 August 2012
R Alssacs 18 May 2012 13 December 2012
K J Macdonald - 21 March 2013
S C Gledhill - 29 May 2013
G AFox 29 May 2013 -

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 preparing the directors’ repert 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 elected to
prepare the financtal statements in accordance with Intemational Financial Reporting Standards (IFRSs) as adopied 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 far
view of the state of affars 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 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 It 1S inappropnrate 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 time the financial postion 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 other uregulanties

DIRECTORS’ INDEMNITIES

The directors have the benefit of a deed of ndemnity which constitutes a "qualfying third party indermnity prowision” These deeds are in
force dunng the whole of the financial year (or from the date of appomntment in respect of the directors who join the board dunng the
financial year) The indemnities remain In force at the date of signing these financal statements Deeds for existing directors are available
for inspection at the registered office of Lloyds Banking Group plc




BANK OF SCOTLAND STRUCTURED ASSET FINANCE LIMITED

REPORT OF THE DIRECTORS (CONTINUED)
ALUDITORS AND DISCLOSURE QF 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 s 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 drector in order to make himself aware of any
relevant audit iInformation and to establish that the company's auditors are aware of that infformation
AUDITORS' APPOINTMENT
PrcewalerhouseCoopers LLP are deemed to be re-appointed as auditors under section 487(2) of the Compames Act 2006
PRINCIPAL RISKS AND UNCERTAINTIES

From the perspective of the company, the principal nsks and uncertainties are integrated with the pnncipal nsks of the group and are not
managed separately For further detaits please refer to note 20 'Risk management of financial instruments’ in these financiaf statements

KEY PERFORMANCE INDICATORS ('KP!s")

Gven the straightforward nature of the business, the company's directors are of the apinion that analysis using KPIs 18 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 supphiers Information about the ‘Prompt Payment Code' may be obtaned by wsiing
www promptpaymentcode.org,uk

The company's policy I1s to agree terms of payment with supphers and these normally provide for settlement within 30 days after the date of
the nvoice, except where other arrangements have been negotiated 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 the company owed no amounts to trade creditors at 31 December 2012, the number of days required to be shown in this report, to
comply with the prowisions of the Comparues Act 2008, 1s nil (2011 i)

Director

e 20 [1]13




BANK OF SCOTLAND STRUCTURED ASSET FINANCE LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF BANK OF SCOTLAND STRUCTURED ASSET FINANCE LIMITED

We have audited the financial statements of Bank of Scotland Structured Asset Finance Limited for the year ended 31 December 2012
which compnse the Statement of Comprehensive income, the Balance Sheet the Statement of Changes in Shareholder's Equity, the Cash
Flow Statement, and the related notes The financial reporting framework that has been apphied in their preparation 18 applicable law and
International Financiat Reporting Standards (IFRSs) as adopted by the European Union

Respective responsibilities of directors and auditors

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

This report, including the opimons, has been prepared for and only for the company’s members as a body I accordance with Chapter 3 of
Part 16 of the Comparues Act 2006 and for no other purpose We do not, In giving these opinions, accept or assume responsibiity for any
other purpose or to any other person to whom this report 1s shawn or into whose hands it may come save where expressiy 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 stalements are free from matenal misstatement, whether caused by fraud or eror This includes an assessment of
whether the accounting policies are appropriate to the company's circumstances and have been consistently appled and adequately
disclosed the reasonableness of significant accounting estimates made by the directors, and the overall presentation of the financial
statements In addiion, we read all the financtal and non-financial information in the report of the directors to dentify matenal
Inconsistencies with the audited financial statements If we become aware of any apparent matenal misstalements 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 state 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 reguirements of the Comparies Act 2006

Opinion on other mattors prescribed by the Companies Act 2006

In our opinion the information given i the Directors' Report for the financial year for which the financial statements are prepared 1S
consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report m respect of the following matters where the Compan:es Act 2006 requires us to report to you if, In Qur opiMmon

. adequate accounting records have not been kept or returns adequate for our audit have not been recerved from
branches not wisited by us, or

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

. certain disclosures of directors' remuneration specified by law are nol made, or

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

bl

Mark Hoskyns-Abrahalf (SermohgGtatutory Auditor)
for and on behalf of PridgwalephOuseCoopers LLP

Chanered Accountants and Statutory Auditors

-

Edinburgh

Date 30’,[6{20‘13




BANK OF SCOTLAND STRUCTURED ASSET FINANCE LIMITED

STATEMENT QF COMPREHENSIVE INCOME
For the year ended 31 December 2012

Note

Investment income

Finance income

Qperating lease inceme

Qperating lease depreciation and other costs 12
Finance costs

Other operating income
Other operating expenses
Impairment charge

w o N o

Administration expenses
Faoreign exchange gain/(loss)

Profit before taxation 10
Taxaton credit 11

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

The accompanying notes are an integral part of the Financial Staterments

2012
£000
1,160
29,099
7,374
(3,800)
{(30,853)

2,980

1,228
(3.665)
(3.145)
(169)
9,683

6,912
44,178

51,090

Restated
2011
£000

5,088
37,260
8,530
(4,516)
(37,266)

9,094

1,351
(3,066)
(238)
(378)

6,763
5,447

12,210




BANK OF SCOTLAND STRUCTURED ASSET FINANCE LIMITED

BALANCE SHEET
As al 31 December 2012

Restated Restated
2012 2011 2010
Note £000 £000 £000
Assots
Non-current assets
Property, plant and equipment 12 - 51,506 56,022
Investment in subsidiary undertakings 13 147,076 147,076 147,076
Finance lease receivables 14 314,099 325,409 336,461
Total non-current assets 461,175 523,991 539,559
Current assets
Finance lease receivables 14 10,3585 7,519 3,360
Amounts owed by group companies 15 470,598 913,579 1,190,988
Other debtars 8,312 6,308 6,480
Total current assets 489,265 927 406 1,200,828
Total assets 950,440 1,451,397 1,740,387
Liabilities !
Current liabilities
Amounts owed to group companies 16 864,864 1,405,890 1,697,736
QOther creditors 9,854 833 757
Total current llabilties 874,718 1,406,723 1,698,493
Non-current liabilities
Deferred taxation 17 59,443 79,485 88,915
Total non-currant liabilities 50,443 79,485 88,915
Equity
Share capital 18 - - -
Retained eamings 19 16,279 (34,811) (47,021) i
Total equity 16,279 {34,811) (47,021)
Total liabilities and equity 950,440 1,451,397 1,740,387

The financial ments op pages 5 to 21 were approved by the Board of Directors onzq ‘ lO‘ ZO‘Sand signed an its behalf by

Director

Registered Number 02279167

The accompanying notes are an integral part of the Financial Statements




BANK OF SCOTLAND STRUCTURED ASSET FINANCE LIMITED

STATEMENT QF CHANGES IN SHAREHOLDERS' EQUITY

Balance at 31 Decembar 2010 (as restated)
Total comprehensive income for the year

Profit for the year as restated

Balanca at 31 December 2011 {as restated)
Total comprehensive income for the year

Profit for the year

Balance at 31 December 2012

The accompanying notes are an integral part of the Financial Statermnents

Note

18, 19

18, 19

18

18 19

Share Retained
capital earnings Total
£000 £000 £000
- (47,021) (47,021)
- 12,210 12,210
- (34,811} {34,811}
- 51,090 51,090
- 16,279 16,279




BANK OF SCOTLAND STRUCTURED ASSET FINANCE LIMITED

CASH FLOW STATEMENT
For the year ended 31 December 2012

Net cash flow from operating activities

investing activities
Proceeds recerved from sale of operating lease assets

Net cash flow from investing activities

Financing activities
Mavement in bank borrowings

Net cash flow fram financing activities

Exchange loss on cash and cash equivalents

Net movement in cash and cash equivalents

Cash and cash equivalents at beginming of the year

Cash and cash equivalents at end of the year

Cash and cash equivalents are compnsed of

Cash at bank

Bank deposits

The accompanying notes are an mtegral part of the Financial Statements

Note

21

15
15

2012
£000

544,226

48,835

48,835

(528,111}
(528,111)
(724)

64,226

264,199

328,425

1,000
327,425

328,425

Restated
2011
£000

471,893

(451,898)
(451,898)
(96)

19,899

244,200

264,199

668
263,531

264,169



BANK OF SCOTLAND STRUCTURED ASSET FINANCE LIMITED

NQTES 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 all the years presented, unless othermse stated

The financial statements have been prepared in accordance with Intemational Financial Reporting Standards as adopted by the European
Urion, under the histoncal cost convention

The financial statements have been prepared in accordance with Companies Act 2006 applicable to companes reporting under IFRSs

The financial statements have been prepared on the going concemn basis which assumes that the company will continue i operational
exstence for the foreseeable future The validity of this assumption depends on the conttnuing financial support prowided by Bank of
Scotland plc After making appropriate enguines, the directors believe that it 1s appropnate for the financial statements {o be prepared on
the going concern basis

Cntical accounting estmates and judgements

The preparation of financial statements requires management to make judgements, estimates and assumptions that affect the reponted
amounts of assets, habilities income and expenses Due to the inherent uncertainty In making estimates, actual results reported in future
pernods may be based upon amounts which differ from those estmates Estimates, jJudgements and assumptions are continually evaluated
and are based on histoncal expenence and other factors, including expectations of future events that are believed to be reasonable under
the creumstances Rewvisions to accounting estmates are recognised in the penod in which the estimate 1s revised and in any fulure
penods affected The accounting policies deemed cntical to the company’s results and financial position, based upon matenahty and
significant jJudgements and estimates, are discussed below

- Impaiment

The company regularty rewews the portfolio of financial assets for mpairment  In determiming whether an impairment has occurred
at the balance sheet date the company considers whether there s any observable data indicating that there has been a
measurable decrease n the estimated future cash flows or their timings, such observable data includes whether there has been an
adverse change In the payment status of borrowers or changes in economic condibions that comelate with defaults on repayments
or values of undertying assets Where this 13 the case, the impairment loss 1s measured In accordance with note 1(d) below

1{a) Proparty, plant and equipment

Praperty, plant and equipment is held at cost less accumulated depreciation Depreciation is calculated on a straight ine basis over the
estimated useful Iife of the asset less any residual vaiue

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

Assets are reviewed for imparment whenever events or changes in circumstances indicate that the camying amount may not be
recoverable In the event that an asset's camying amount is determined to be greater than tts recoverable amount it 1s written down
immediately The recoverable amount s the higher of the asset's far value less costs to sell and its value in use

1({b) Investment in subsidiary undertakings

Investments in subsidiary undertakings are stated at historical cost, less any prowsion fer impairment
Dividend income 1s recogrised when the nght to receive payment 1s established

1{c) 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 gperating leases

When assets are leased under a finance lease the amount due from a lessee Is recorded as a recevable at the present value of the lease
payments being the company’s net investment In the lease Fmance lease Income Is 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

Iruhal direct costs attnbuted to negohiating and arranging a finance lease are included in the ibhal measurement of the finance lease
receivable thus reducing the amount of income recognised over the lease terrn Fees and commissions received are deferred and
recogrused as an adjustment to the effective interest rate on the lease over the lease term

When assels are leased under an aperating lease the leased asset I1s included within property, plant and equipment at cost, including any
iniial direct costs, and depreciated over the life of the lease on a straight line basis after taking into accoun! anticipated residual values
Operating lease rental ncome 1s recognised on a straight line basis over the hfe of the lease

A change in corporation tax can give nse to a reduchion or increase in deferred tax Due to tax rate vanation clauses n some of the
company's this may lead to a reduction or increase in lease rentals This change in the lease rentals can give nse to a change i the
interest rate implicit in the lease which when applied retrospectively, produces a one-off adjustment of the finance lease recevables
camying value This one-off adjustment 1s reported as either an impairment or other inceme In the Statement of Comprehensive Income or
Income Statement




BANK OF SCOTLAND STRUCTURED ASSET FINANCE LIMITED

NQTES TC THE FINANCIAL STATEMENTS

1 Accounting policies (continued)
1({d} Impairment

Al each batance sheet date the company assesses whether, as a resull of one or more events occumng after imtial recognition, there 1s
objective evidence that a financial asset or group of financial assets has become impaired

The critena that the company uses to determine that there 1s ohjective ewdence of an impaiment loss include

. Delinquency in contractual payments of pnncipal and/or interest,

. Indications that the borrower or graup of borrowers 1s experiencing significant financial difficulty,
. Restructunng of debt to reduce the burden on the borrower,

. Breach of loan covenants or conditions, and

. Intration of bankruptcy

If there Is objective evidence that an impairment loss has been incurred, a provision I1s estabhished which 1s calculated as the difference
between the balance sheet camying 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 relaled objeclively to an event occurnng
after the iImpairment was recognised, such as an improvement in the borrower’s credit rating, the carmying amount of the asset 18 increased
to the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recogrised for the asset in pror years A reversal of an impairment loss 1s
recogrised as a credit to the tncome statement

1{a) Taxatlon
Current iIncome tax which 1S payable aon taxable profits 1s recogrised as an expense in the penod in which the profits anse

Deferred tax is prowided i full, using the liability method, on temporary differences ansing between the tax bases of assets and habiliies
and therr camying amounts in the financial statements However, deferred tax 1s not accounted for if it anses from imbal recogmtian of an
asset or hability in a transacton other than a business combmnatien 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 realised or the deferred tax hability 1s settled

Deferred tax assets are recognised where 1t 1s probable that future taxable profit will be available against which the tempaorary differences
can be utilsed Income lax payable on profits 1S recognised as an expense i the penod i which those profits anse The tax effects of
losses available for carry forward are recognised as an asset when it i1s probable that future taxable profits will be available against which
these losses can be utihlsed Deferred tax related to fair value re-measurement of financial assets and habiities, which are charged or
credited directly to equity, 1s also credited or charged directly to equity and 1s subseguently recogrused in the income statement together
with the deferred gain or loss

Deferred and current tax assets and habtities 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 settle an a net bas:s or to realise the asset and settle the lability simultaneously

1{f) Dividends

Dividends are recogrised in equity only when the company has the obligation te pay the ordinary shareholder

1(g) 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
matunties of less than three months The pnor year comparatives within the cash flow statement have been reclassified to conform to the
curment year presentation

1(h) Fair value

The fair value of finance lease recewables 15 denved 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(i} Foreign currency translation

ltems mcluded in the financial statements are measured using the cumency of the pnmary economic environment th which the entity
operates (the functional currency?) The financial statements are presented in steding, which 1s the company’s functional and presentation
currency

Foreign currency transactions are translated into the functional cumency using the exchange rates prevaling at the dates of the
transactions Foreign exchange gains and losses resuling from the settlement of such transactions and from the translation at year end
exchange rates of monetary assets and habiites denominated in foreign currencies are recagnised in the income statement except when
deferred in equity as qualifying cash flow hedges

10




BANK OF SCOTLAND STRUCTURED ASSET FINANCE LIMITED

NOQTES TO THE FINANCIAL STATEMENTS

1 Accounting policies {continued)
1({j) Prtor year restatement

The comparatives for the year ended 31 December 2012 have been restated in accordance with IAS 8 "Accounting policies, changes in
accounting estimates and errors” to reflect the correct finance lease receivables, amounts owed by group companies, amounts owed to
group companies and retained eamings

The impact of this restatement on the 2011 balance sheet 1s to decrease finance lease recevables by £307,000, decrease amounts owed
by group compames by £3,722,000, increase amounts owed to group companies by £4,716,000 and increase retained earnings by
£687,000 The impact of this restatement on the 2011 statement of comprehensive mcome IS to increase finance income by £859,000,
Increase iImpairment charge by £277,000 and decrease taxation credit by £155,000

The mpact of this restatement on the 2010 balance sheet 1s to increase amounts owed by group companies by £357,000, increase
amounts owed to group companies by £97,000 and increase retaining earmings by £260,000

1({k) Prior year reclassification of comparatives

The comparatives for the year ended 31 December 2012 have been adjusted to conform to the current year presentation regarding the
disclosure of amounts due by fellow subsidiary undertakings, as a component of amaunts owed by group comparies

The impact of this reclassification an the 2011 balance sheet 15 to increase amounts due by fellow subsidiary undertakings by
£195,569,000 and increase amounts due to fellow subsidiary undertakings by £195,569,000, as a component of ameunts owed 1o group
companies

The mpact of this reclassification on the 2010 balance sheet I1s to increase amounts due by fellow subsidiary undertakings by
£230,653,000 and increase amounts due to fellow subsidiary undertakings by £230,653,000, as a component of amounts owed to group
companies

The adjustments had no impact on the results of the company

2 Investment ncome

2012 2011
£000 £000
Dwmdend income 1,160 5,086
1,160 5,086

Ddends of £1,160,000 (2011 £5,086,000) were received dunng the year from subsidiary undertakings

3 Finance ncome

Restated
2012 2011
£000 £000
Finance lease income 19,081 18,540
Interest recevable from other group companies 10,018 17.715
Other interest recervable - 5
29,090 37,260

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

1




BANK OF SCOTLAND STRUCTURED ASSET FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4 Qperating lease income

2012
£000

Operating lease income 7,374

7374

2011
£000

8,530

8,530

Thera were no lease rentals receivable dunng the year that were contingent on events other than the terms of the lease, Libor rates and UK

corporatian tax rates (2011 £nil)

5 Finance costs

2012
£000
Interest payable to other group companies 30,833
Other interest payable 20
30,853

6 Other operating income
2012
£000
Sundry operating iIncome a8
Gain on sale of operating lease assets 1,130
1,228

2011
£000

37,266

37,266

2011
£000

1,351

1,351

Duning the year the three operating leases held by the company were sold to a third party The gain on sale of these leases was

£1,130,000

7 Other operating expenses

2012
£000

Debt due from group companes waived 3,685

3,665

2011
£000

During the year the company waived loans of £3,665,000 (£165,000 owed by CBRail imited and £3,500,000 owed by CBRall Sarl Limited)

8 Impairment charge

2012
£000

Tax rate vanation 3,145
3,145

The reduction in the main rate of corporation tax from 25% to 24% and then to 23% 15 disclosed further in note 17

Restated
2011
£000

3,066

3,066

The change in the rales 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 n rentals has given nse to a reduction in the interest rate imphcit within the lease

which when applied retrospectively, has produced an impairment of the finance lease recewvables
12




BANK OF SCOTLAND STRUCTURED ASSET FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS

9 Admimistration expenses

Professional fees and other related expenses

10 Profit before taxation

2012
£000

169

169

2011
£000

238

238

Audit fees for the company are bome by the ulumate parent company, the audit fee attributed to this company for the year was £8,500
(2011 £8,500) The company has no employees and the directors received no remuneration in respect of their seices to the company

11 Taxation credit

The taxation credit for the year compnses

Current tax payable on profit for the year
Adjustment in respect of pnor year

Total current tax receivable/(payable) for the year
Deferred taxation (Note 17)

Adjustment in respect of pnor year (Note 17)
Impact of tax rate change (Note 17)

Total taxation credit for the year

2012
£000

{18,581)
42,717

24,136
14,578

M
5,467

44,178

Restated
2011
£000

(3,860)
{(123)

(3,983
3,014

6,416

5,447

Where taxation on the company’s profit for the year differs from the taxation charge that would anse using the standard rate of corporation

tax of 24 5% (2011 26 5%), the differences are explained below

Profit before taxation

Tax at standard rate of corporation tax
Impact of tax rate change

Adjustiment in respect of pnor year
Disallowed and nor-taxable items
Cther items

Total taxabon credit

13

2012
£000

6,912

(1,693)
5,467
42716
(1.414)
(898)

44,178

2011
£000

6,763

(1,793)
5,416
(123)
1,272
{325)

5,447




BANK OF SCOTLAND STRUCTURED ASSET FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS

12 Property, plant and equipment

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

2012

£000

Original cost

At beginning of the year 90,673

Disposals dunng the year {90.673)

At end of the year -

Depreciation

At beginning of the year (39,617)

Charge for the year {3,597)

Disposals duning the year 43,214

At end of the year -

Inttal direct costs

At beginning of the year 450

Charge for the year (203)

Disposals dunng the year (247}

At end of the year -

Net boak value at end of the year -

Future minimum lease payments receivable under operating fease 2012
£000

Within 1 year -

2-5 years inclusive -

After 5 years -

2011
£000

90,673
80,673

(35,336)
{4,281)

(38.617)

685
(235)

450
51,506

2011
£000

8,500

8,670
801

17,971

Dunng the year the three operating leases held by the company were sold to a third party The gain on sale of these leases was

£1,130,000

13 Investment in subsidiary undertakings

2012
£000
At beginming of the year 147,076

At end of the year 147,076

14

2011
£000

147,076

147,076



BANK OF SCOTLAND STRUCTURED ASSET FINANCE LIMITED

NQTES TO THE FINANCIAL STATEMENTS

13 Investment in subsidiary undertakings {continuad)

The subsidiary undertakings of the company for the year ended 31 December 2012 are hsted below  All of the subsidianes are registered
in England and Wales, except Katrine Leasing Limited and Newis Leasing Limited, which are registered in Jersey

Company name Ownership &
Voting (%)

Barents Leasing Limited 100
Halifax Leasing {March No 2) Limited 100
Kanto Leasing Limited 100
Seadance Leasing Limited 100
Seaspray Leasing Limited 100
Tranquility Leasing Limited 100
Halifax Leasing {(June) Limited 100
Ocean Leasing (July) Limited 100
Halifax Leasing {September) Limited 100
QOcean Leasing {(No 1) Limited 100
Qcean Leasing (No 2) Limited 100
Bank of Scotland LNG Leasing {No 1) Limited 100
BOS Arrcraft Hoidings Limited 100
BQOSSAF Rail Limited 100
Chanat Finance Limited 100
Katnne Leasing Limited 100
Nevis Leasing Limited 74
Nordic Leasing Limited 100
Oval Leasing Limited 100
Pacific Leasing Limited 100
Seabreeze Leasing Limited 100
Seaspirit Leasing Limited 100
Shibden Dale Limited 100

14 Finance lease recesvables

Armounts recewvable under finance leases
Within 1 year

2 - 5 years inclusive
After 5 years

Less Uneamed finance income

Present value of mmimum lease payments receivable

Analysed as
Non-current finance lease receivable
Current finance lease receivables

324,454

Accounting reference date

31 March 2012

31 March 2012

31 March 2012

31 March 2012

31 March 2012

31 March 2012

30 June 2012

31 July 2012

30 September 2012
30 September 2012
30 September 2012
31 December 2012
31 December 2012
31 December 2012
31 December 2012
31 December 2012
31 December 2012
31 December 2012
31 December 2012
31 Decemnber 2012
31 December 2012
31 December 2012
31 December 2012

Minimum jease payments

Nature of business

Investment
Leasing
Leasing
Investment
Leasing
Leasing
Leasing
Leasing
Leasing
Investment
Leasing
Leasing
Investment
Leasing
Leasing
Cash management
Leasing
Leasing
Leasing
Leasing
Cash management
Leasing
Investment

Present value of nunimum lease

332,928

Restated
2012 2011 2012
£000 £000 £000
23,404 22,249 10,355
99,248 91,882 33,220
383,591 415316 280,879
506,243 529,447 324,454
(181,789) (196,519)
324,454 332,628
314,099 325,409
10,355 7519

payments
Restated
2011
£000

7.519

28,433
286,976

332,928

The fair vaiue of the company’s finance lease recervables at 31 December 201215 estimated at £316,000,000 (2011 £334,000,000)

i5
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15 Amounts owed by group companies

Restated
2012 201
£000 £000
Cash at bank 1,000 668
Bank deposits 327,425 263,531
Amounts due from fellow subsidiary undertakings 140,887 648,094
Amounts due from parent undertaking 1,286 1,286
470,598 913,579
For further detalls please refer to note 22
16 Amounts owed to group companies
Restated
2012 2011
£000 £000
Bank borrowings 621,602 1,151,321
Amounts due to fellow subsidiary undertakings 213,738 200,715
Group relief payable 29,524 53,854
864,864 1,405,890
For further details please refer io note 22
17 Deferred taxation
2012 2011
£000 £000
At beginning of the year 79,485 88,915
Deferred taxation credit for the year (14,576) (3,014}
Adjustment In respect of pror year 1 -
Impact of tax rate change (5,467) (6,416)
At end of the year 59,443 79,485
The deferred taxation credit in the iIncome statement compnses the following
2012 2011
£000 £000
Capital allowances on assets leased to customers 20,042 9,430
Total deferred taxation credit 20,042 9,430
Deferred taxation habilities are compnsed as follows
2012 2011
£000 £000
Deferred taxation habiity
Capital allowances on assets leased to customers 59,443 79,485

Total deferred taxation habibbies 59,443 79,485

On 21 March 2012, the Government announced a reduction in the rate of corporation tax to 24% with effect from 1 Apni 2012 This
reduction was enacted under the Prowisicnal Collection of Taxes Act 1968 on 26 March 2012 In addition, the Finance Act 2012, which
passed into law on 3 July 2012, included legisiation ta reduce the main rate of corporation {ax from 24% o 23% with effect from 1 Apnl
2013 The change in the main rate of corporation tax from 25% 1o 23% has resulted i a reduction in the Company's net deferred tax
liability at 31 December 2012 of £5,467,000 comprising a £5,467,000 credit included in the tncome statement

16
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18 Share capital

Dunng the year, as permitted by the Companies Act 2006, the Company remaved references to authonsed share capital from its articles of
association

2012 2011
£ £

Allotted, 1ssued and fully paid
Qrdinary shares of £1 each 2 2
2 2

The company's immediate parent company i1s Bank of Scotland plc The company regarded by the dwectors as the ultmate parent
company and ulimate controling party i1s Lloyds Banking Group ple, a linited Labiity company incorporated and domiciled in Scotland,
which I1s also the parent undertaking of the largest group of undertakings for which group accounts are drawn up and of which the company
15 a member Bank of Scotland plc 15 the parent company of the smallest such group of undenakings Copies of the group accounts may
be obtaned from the company secretary’s office, Lloyds Banking Group plc, 25 Gresham Street, London EC2V 7HN

The company’s abjechives when managing capital are to safeguard the entity's ability to continue as a going concern, prowide an adequate
return to its shareholder through pnoing products and services commensurately with the leve! of nsk and, indirectly, to support the group's
regulatory capital requirements

The company’s parent manages the company's capital structure and makes adjustments to it in the hight of changes in economic condiions
and the nsk charactenstics of the underlying assets In order to maintain or adjust the capntal 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 comprises all components of equity, movements in which appear in the statement of changes in equity

19 Retained earnings

Restated

2012 2011

£000 £000
At beginning of the year (34,811) {47,021)
Profit after tax and total comprehensive income for the year 51,090 12,210
At end of the year 16,279 (34,811)

20 Risk management of financial instruments

The pnmary financal nsks affecting the company are credit nsk, iguidity nsk and market nsk (which include interest rate nsk and foreign
currency nsk) Information on the management of these financial nsks and further disclosures 1s given below

In accordance with IAS 39 "Financial instruments Recognition and measurement ", finance lease recevables are designated as loans and
receivables and all other financial assets are designated as held at amortised cost The accounting palices in nate 1 descnbe how different
classes of financial instruments are measured and how income and expenses are recognised

Credit nsk management

Credit nsk 1s the nsk that one parly to a financial instrument will cause a financal loss for the cother party by faiing to discharge an
obhgation

The maximum credit nsk exposure of the group In the event of other parties faiing 1o perform ther obligations 1s detaled below The
maximum exposure to loss 1s considered to be the balance sheet carrying amount as at 31 December 2012

17
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20 Risk management of financial instruments (continued)

Credit nsk management {conttnued)

Financial assets which are nesther past due nor impared for credit nsk

Finance lease receivables
Amounts owed by group companies
Other debtors

Total credit nsk exposure

Financial assets by credit rating

At 31 December 2012

Finance lease receivables
Amounts owed by group companies
Other debtors

Total

At 31 December 2011 as restated

Finance lease recevables
Amounts owed by group companies
Other debtors

Total

Restated

2012 2011

£000 £000

324,454 332,628

470,598 913,579

8,312 6,208

803,364 1,252,815
AAA AA A BBB Rated BB Notrated Totat

or lower
£000 £000 £000 £000 £000 £000 £000
- - - - 324,454 - 324,454
- - 470,598 - - - 470,598
- - - - - 8,312 8,312
- - 470,598 - 324,454 8,312 803,364
AAA AA A BBB Rated BE Notrated Total
or lower

£000 £000 £000 £000 £00¢ £000 £000
- - - - 332,928 - 332,028
- - 913,579 - - - 913,579
- - - - - 6,308 6,308
- - 913,579 - 332,928 6,308 1,252,815

At the balance sheet date the company assesses if there 1s objective evidence that the financial assets have become impared Ewidence of
impairment may include indications that the counterparty 1s expenencing financial difficulty, default or delinquency in seftlements of
amounts due or debt restructurings to reduce the financial burden on the counterparty

At 31 December 2012 and 2011 there were no impatrments relatng to credit sk against any financial assets nor any lease receivables
past due on scheduled lease payments The credit nsk exposure under short—term debtors, deposits and other financial assets are

represented by the book values in the above table

Far financial assets held at amortised cost the farr value approximates to their camying values, except for leases whose far value Is

disclosed in note 14
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20 Risk management of financial instruments (continued)
Liquidity nsk management

Liquidity nsk 1s the nsk that an entity will encounter difficulty in meeting obligations associated with financial liabilities that are settled by
delivenng cash or other financial asset

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

At 31 December 2012 Bank borrowings Other hiabilihes Total Liabiiities
£000 £000 £000
On demand - 253,116 253,118
Upto 1 month - - -
1-3 months - - -
3-12 months 621,602 - 621,602
1-5 years - - -
Qver 5 years - - -
Total 621,602 253,116 874,718
At 31 December 2011 as restated Bank baorrowings Other habtities Total Liabilihes
£000 £000 £000
On demand - 255,402 255,402
Up to 1 month - - -
1-3 months - - -
3-12 months 1,151,321 - 1,151,321
1-5 years - - -
Qver 5 years - - -

Total 1,151,321 255,402 1,406,723

Bank borrowings and the associaled interest payable upon them are borrowed short term and all borrowings are advanced by a fellow
subsidiary undertatang of Lloyds Banking Group plc

Other habilties are repayabie on demand

The fair value of current habibties approximates their carrying values

Interest rate nsk management

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

The company takes into account the exposure on fluctuations i the prevaling levels of market interest rates on s cash flows when
structunng s operations by ensunng the interest temms of its finance ncome 1s matched to the vanable interest terms of the borowing
used to finance the leasing portfolio As such the company has no matenal exposure to financial nsk ansing from changes in market
interest rates Interest rate nsk 18 hedged ustng interest rate swaps

Based on the balance sheet carrying values a +/- 25 basis point change in interest rates will increasefreduce finance income by £1,554,000
and finance costs by £1,554,000
Foreign currency nsk

Foreign currency nsk 15 the nsk that the fair value or future cashflows of a financial instrument will fluctuate because of changes n foreign
exchange rates

Exposure to foreign cumency fluctuations anses due to its finanaal assets and habilities being denominated n foreign cumencies The
company hedges the majonty of its fore:gn curency exposure by taking out foreign curmency swaps where necessary The fair value of any
currency swap I1s included within denvative financial nstruments if apphicable

At the year end, if the currency had fluctuated by +/- 25 basis points aganst the USD, with all other vanables held constant, the change to
post tax profit would be £568,000
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20 Risk management of financial instruments {continued)
Fereigh currency risk {continued)

Below are the assets and lhabilites of the company disclosed in US Dollars

Restated
2012 2011
$000 $000
Financial assets
Amounts owed by group companies 40,602 26,182
40,602 26,182
Financial habilihies
Amounts owed to group companies 410,463 358,793
410,463 358,793
21 Notes to the cash flow statement
Restated
2012 2011
£000 £000
Profit from operations 6,912 6,763
Add/(less) non cash items
Depreciation 3,800 4,518
Impairment charge 3,145 3,066
Foreign exchange movement (9,683) 378
Gain on sale of operating lease assets {1,130} -
Operating cash flows before movements in working capital 3,044 14,723
Movement in receivables 510,525 497,245
Movement in payables 30,851 {35,007)
Cash generated by operations 544,420 476,961
Group rehef paid (194) {4,968)

Net cash flow from operations 544 226 471,993

22 Related parties

The company’s related parties include other comparues in the Lloyds Banking Group and the company’s key management personnel Key
management personnel are those persons having authority and responsibility for planning, directing and controling the activities of the
company, which i1s determmed to be the company's directors

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

Restated

Nature of transaction Related party 2012 2011
£000 £000

Cash at bank Fellow subsidiary undertaking 1,000 668
Bank deposits Fellow subsidiary undertaking 327,425 263,531
Amounts due from fellow subsidiary undertakings Fellow subsidiary undertaking 140,887 648,004
Amounts due from parent undertaking Immediate parent undertaking 1,286 1,286
Group relief payable Fellow subsidhary undertaking (29,524) (53,854)
Amounts due to fellow subsidiary undertakings Fellow subsidiary undertaking (213,738) (200,715)
Bank borrowings Fellow subsidiary undertaking (621,602) (1,151,321)
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22 Related parties {continued)

Interest of £10,018,000 (2011 £17,715,000) was recewved dunng the year whilst interest of £30,853,000 (2011 £37,266,000) was paid

dunng the year to group companies

The company paid group rehef of £194,000 (2011 £4,968,000) dunng the year to fellow subsidiary undertakings

23 Future developments

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

Pronouncement

Nature of change

IAS 1, 'Presentaton of Financial Statements’, on Requires entities to group items presented in other comprehensive
presentahon of items of other comprehensive ncome

IAS 32 Financial instruments Presentaton’,
offseting financial assets and financial liabilites

IFRS 7, 'Financial instruments Oisclosures,
offsetting financtal assets and financial habilites

IFRS 9, 'Financsal Instruments'

IFRS 12, 'Disclosure of Interests in Other Entibes’

IFRS 13, ‘Fair Vajue Measurement'

on

on

income {OCI) on the basis of whether they are potentally
reclassifiable to profit or loss subsequently (reclassdication
adjustments)

Updates the application guidance in IAS 32 Financial instruments
Presentation, to clanfy some of the requirements for offsetting
financiad assets and financial habilities on the balance sheet

Enhances cumrent offsetting disclosures These new disclosures
are ntended to faciltate companson between those enttes that
prepare |IFRS financial statemenis and those that prepare US
GAAP finrancial statements

Replaces those parts of IAS 38 Financial Instruments  Recognition
and Measurement relating to the classification, measurement and
derecognitton of financal assets and lhablites Requires financial
assets to be dassified inte two measurement categones fair value
and amortised cost, an the hasis of the obiectives of the entity s
business model for managing its financial assets and the
contractual cash flow charactenstics of the instrument The
available-for-sale financial asset and held-to-matunty investment
categones in existing 1AS 39 will be elminated The requirements
for financwal habiltes and derecognition are broadly unchanged
from [AS 39

Requies an entity to disclose information that enables users of
financial statements to evaluate the nature of, and nsks associated
with, s iterests in other entibes and the effects of those interests
on its financial position, financial perfformance and cash flows

The standard defines far value, sets out a framework for
measunng far value and requires disciosures about fair value
measurements |t applies to IFRSs that require or permit fair value
measurernents or disclosures about fair value measurements

1 At the date of this report, these pronouncements are awaiting EU endorsement

I1ASB effechve date

Annual penods heginning on or after 1
July 2012

Annual penods begimming on or after 1
January 2014

Annual periods begmmning on or after 1
January 2013

Annual penods beginning on or after 1
January 2015

Annual penods beginnming on ar after 1
January 2013

Annual penods beginning on or after 4
January 2013

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

Statements

24 Post balance sheet events

The Finance Act 2013, which passed into law an 17 July 2013, included legislation to reduce the main rate of corporation tax to 21% from 1
Apnl 2014 and to 20% from 1 Apnl 2015 This additional reduction to 20% I1s estmated to reduce the net deferred tax liability by a further
£7,744,000 and will be reflected in the financial statements for the year ended 31 December 2013
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