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NATWEST CAPITAL FINANCE LIMITED | . © . 02353800
DIRECTORS’ REPORT '

The directors of NatWest Capital Finance Limited (“the Company”) present their annual report together
with the audited financial statements for the flnanmal year ended 31 March 2016. ’

ACTIVITIES AND BUSINESS REVIEW '

\

The Directors' Report has been prepared in accordance with the provisions applrcable to companles
“entitled to the small companles exemptlon and therefore does not include a Strateglc Report

- Actlvrty :
The principal activity of the Company continues to be the prowswn of fixed asset fmance usually
involving individually structured facmtres

Business review ‘ '
The directors are satisfied with the Company’s performance in the year The Company WI|| be gwded
by its shareholders in seeklng further opportunltles for growth.

FINANCIAL PERFORMANCE

‘The retained profit for the year was £635 000 (2015 £149,000) and th|s was transferred to reserves
An mtenm dividend of £m| was paid durlng the year (2015: £1,000 000) :

‘PRINCIPAL RISKS AND UNCERTAINTIES
The Company seeks to minimise its exposure to financial risks other_ than equityvand credit risk.

Management focuses on both the overall balance sheet structure and the control,-within prudent limits,
of risk arising from mismatches, including currency, maturlty, interest rate and liquidity. It is undertaken
within limits and other pohcy parameters set by the RBS Asset and L|ab|I|ty Management Commlttee
- (RBS ALCO). ‘ S

- The Company is funded by facmtles from The Royal Bank of Scotland pic. These are denomlnated in
the functional currency and carry no significant financial risk. :

The principal nsks associated with the Company are as follows

Interest rate rlsk
Structural interest rate risk arises where assets and liabilities have dlfferent re- pncmg maturities.

The Company manages interest rate risk by monitoring the consistency in the mterest rate profile of its
assets and Ilabllltles and limiting any re-pricing mismatches (see note 15).

Liquidity risk : :
Liquidity rlsk arises where asseéts and liabilities have different contractual maturities.

' Management focuses on risk arising from the mlsmatch of maturities across the balance sheet and
from undrawn commitments and other contingent obligations. ‘

Operatlonal rlsk :
Operational risk is the risk of unexpected losses attnbutable to human error, systems failures, fraud or
inadequate internal financial controls and procedures. The Company manages this risk, in line with the
RBS group framework, through systems and procedures to.monitor transactions and positions, the
documentation of transactions and periodic review by internal audit. The Company also malntalns
contrngency facilities to support operatrons in the event of disasters. ‘ :



'NATWEST CA'PITAL FINANCELIMITED - | 02353800
'DIRECTORS’ REPORT - A

PRINCIPAL RISKS AND UNCERTAINTIES (contlnued)

Credit.risk

The objective of credit risk management is to enable the Company to achieve appropnate risk versus
reward performance whilst maintaining credit risk exposure in line with approved appetite for the risk
that customers will be unable to meet thelr obllgatlons to the Company (see note 15).

The key-principlés of the group’s Credit Risk Management Framework are set out below:

approval of all credit exposure is granted prior to any advance or extension of credit;
an appropriate credit risk assessment of the customer and credit facilities is undertaken prior to -
. approval of credit exposure. This includes a review of, amongst other things, the purpose of credit
and sources of repayment, comptiance with affordability tests, repayment history,. capamty to
repay, sensitivity to economic and market developments and risk-adjusted return;
o - credit risk authority is delegated by the Board and specifically granted in writing to all individuals
- involved in the granting of credit approval. In exercising credit authonty, the individuals act
, independently of any related business revenue origination; and :
e all credit exposures, once approved, are effectively monitored and managed and rewewed
periodically against approved limits. Lower qua||ty exposures are subject to a greater frequency of ‘
analysxs and assessment

'GOING CONCERN

- The directors, having a reasonable expectation that the Cdmpany has adequate resources to centlnue '
. in operational existence for the foreseeable future, have prepared the financial statements on a going
concern basis. . A

DIRECTORS AND S'ECRETARY

The present dlrectors and secretary, who have served throughout the year except where noted below, '
are listed on page 1. : A

From 1 April 2015 to date the fblloWing changes have taken place:

Appointed Resigned

Directors _ :
A P Gadsby - . . - 11 May 2015
.~ AP Johnson , ' 11 May 2015 - ,
T D Crome ' ; - o 28 June 2016 -
J H Wood : < oo '8 August 2016 '



NATWEST CAPITAL FINANCE LIMITED - -~ . 02353800
DIRECTORS’ REPO'RT '
‘DIRECTORS' RESPONSIBILITIES STATEMENT

. The directors are responsible for preparing the annual report and the flnanC|aI statements in
: accordance with appllcable laws and regulations.

Company Iaw requires the dlrectors to‘prepare a Directors' Report and financial statements'for each
financial year. Under that law, the directors have elected to prepare the financial statements in
~accordance with, Financial Reporting Standard 101 Reduced Disclosure Framework (FRS 101) and
must not approve the financial statements-unless they are satisfied that they give a true and fair view
of the state of affairs at the end of the year and the profit or loss of the Company for that perlod In
preparing these financial statements, the directors are reqmred to:

select suitable accountmg policies and then apply them consnstently

make judgements and estimates that are reasonable and prudent

state whether FRS 101 has been followed; and

make an assessment of the- Company S ablllty to continue as a. gomg concern.

The directors are respon3|ble for keeplng adequate accountmg records that are sufficient to show and
- explain the Company’s transactions and disclose with reasonable accuracy .at any time the financial
* position of the Company and to enable them to ensure that the Directors' Report and financial
statements comply with the requirements of the Companies Act 2006. They are also responsible for
. safeguarding the assets of the Company and hence for taking- reasonable steps for the preventlon ‘and -
detection of fraud and other |rregular|t|es

DISCLOS_U_RE OF INFORMATION' TO AUDITOR
Each of the directors at the date of approval of this report cbnfirms that:

e sofaras'they are aware, there is no relevant audlt mformatlon of Wthh the Company s audltor is
unaware; and -

-o the directors have taken all the steps that they ought to have taken to make themselves aware of ,
any relevant audit information, and to establish that the Companys audltor is aware of that
mformatlon . :

This conflrmatlon is given and shall be mterpreted in accordance w1th the prowsmns of sectlon 418 of
: the Companles Act 2006.

Approved by the Board of Directors a'nd signed on'its behalf:

S J Caterer.
Director -
Date: 12 December 2016



INDEPENDENT AUDITORS REPORT TO THE MEMBERS OF NATWEST CAPITAL FINANCE
LIMITED

We have audited the financial statements of NatWest Capital Finance lelted (‘the Company) for the
year ended 31 March 2016 which comprise the Profit and Loss Account, the Balance Sheet, the
Statement of Changes in Equity and the related notes-1 to 17. The financial reporting framework that
has been applied in their preparation is applicable law and United Kingdom-Accounting Standards
(United Kingdom Generally Accepted Accountlng Practice) mcludlng Financial Reporting Standard
101 Reduced Disclosure Framework. '

. This report, is made solely to the Company’s members, as a body, in accordance with Chapter 3 of

- Part 16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to the
Company's members those matters we are required to state to them in an auditor's’ report and for no
other purpose. To the fullest extent permitted by law, we do not: accept or assume responsibility to
anyone other than the Company and the Company’s members as a body, for our audit work, for this
report, or for the opmlons we have formed. t

Respective responsibilities of directors and al.iditor g

As explained more fully in the Directors” Responsibilities Statement on page 4, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true
and ‘fair view. Our responsibility is to audit and express an opinion on the financial statements in
_accordance with applicable law and International Standards on Audltmg (UK and Ireland). Those
standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors.

~Scope of the andit of the financial'statements

.An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial. statements are free from material
misstatement, whether caused by fraud or error. This includes an assessment of. whether the
accounting policies are appropriate to the Company’s circumstances -and have been consistently
applied and adequately disclosed; the reasonableness of significant accounting estimates made by
the directors; and the overall presentation of the financial statements. In addition, we read all the
“financial and non-financial information in.the annual report and financial statements to identify material
inconsistencies with the audited financial statements and to identify any information that is apparently
materially incorrect based on, or materially’ inconsistent with, the knowledge acquired by us in the .
.course of performing the audit.' If we become aware of any apparent material mlsstatements or
-inconsistencies we consider the implications for our report '

~0pin;|on on financial statements ’
In'ouropinion the financial statements:

e give atrue and falr view of the state of the Company s affalrs as at 31 March 2016 and of its profit
for the year then ended;

¢ have been properly prepared in accordance W|th Fmanmal Reporting Standard 101 Reduced
Disclosure Framework; and.

e have been prepared |n accordance with the requwements of the Companies Act 2006.

‘ Opmion on other matter prescribed by the Companies Act 2006

In our. oplnlon the information given in the Directors’ Report for the financial year for WhICh the financial
statements are prepared is consistent with the financial statements.

~



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF NATWEST CAPITAL FINANCE

LIMITED
Matters on which.we are requrred to report by exceptlon

We\have nothing to report in respect of .the fo|lowrng matters where the Compames Act 2006 requures
us to report to you if, in our opinion: _ _

. adequate accounting records have not been kept or returns adequate for our audrt 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 information and explanations we require for our audit; or .
the directors were not entitled to take advantage of the small companres exemption from ‘
preparlng a Strategrc Report : :

- ‘Richard Page (Senior Statutory Auditor)
. for and on behalf.of Ernst & Young LLP
Statutory Auditor

Bris
’ 'L&‘W 2016

o



NATWEST CAPITAL FINANCE L‘IMI'I;ED4

PROFIT AND LOSS ACCOUNT
- for the year ended 31 March 2016

fqzssasoo

' 2015

L | ‘ 2016
Continuing operations .~ _ . Notes £000. £'000
.Turnover o : : ‘ 3 .93 - 520
Operating expenses ' Y (42) _(26)
_Operating profit ' 51 494
Finance income’ B 4 o o 5 1 -4
Finance costs - B (325) (310)
(Loss)/profit on ordinary activities before tax (273) - 188
Tax credit/(charge) : : 7 908 (39)
- 149

Profit and total comprehensive income for the year

635

The acc':ompan‘ying‘ notes.form an integral part of thesé financial stéterﬁenfs.



NATWEST CAPITAL FINANCE LIMITED - o : 02353800

- BALANCE SHEET
as at 31 March 2016
4 2016 2015
Notes £'000 : £'000
Fixed assets . o o o
. Finance lease receivables - .9 ' 38,338 ___ 40,020
‘Current ‘assete ) , . , .
_Finance lease receivables - L 9 . 4,188 4,224
‘Loans receivable o 10 - 521
" Cash at bank.. . ‘ 3 ‘ 32,585 .-
- _ L 4 o 36,773 4745
Total assets S, A o ‘ 75111 . 44,765
* Creditors: amounts falling due within one year : . .
Borrowings - N - 1,035 - 1,208
Trade.and other payables. - 12 32,079 -
--Current tax liabilites . - ‘ ' B - 61
Accruals, deferred i mcome and other liabilities - - 13 - 10 ' 7
. 33,185 - 1,276
Total assets less current liabilities ‘ B - T 41026 . 43489
Creditors: amounts fallmg due after more than one
year . ) : S A o :
Borrowings o : N 1" 31,559 - 32,584
Deferred tax. llablllty - L 14 8,441 ' 9,614
A , 40,000 - - 42,198
Total liabilities L o - 73,185 43,474
Equity: cepital and reserves _ - . o A
Called up share capital B o 16 o - -
Profit and loss account: - : ‘ S 1,926 ' 1,291
" Total shareholders' funds 4 : A " 1,926 - : 1,291
. Total I"iabilities and shereholder.s' funds : ) ~ 75,111 44,765

“The accompanylng notes form an lntegral part of these financial statements

The financial statements of the'Company were approved by the Board of Dlrectors on 12 December ‘
2016 and sogned on its behalf by . :

S J Caterer

. Director



NATWEST CAPITAL FINANCE LIMITED , 4 C 02353800

' STATEMENT OF CHANGES INEQUITY - .
for the year ended 31 March 2016

Profit and loss

Share capital = account - ‘Total
: : _ _ - £'000 £000 . £'000
At1Aprii2014 A ' - 2,142 S 2142
Profit for the year . S - ‘  1 49 © 149
Dividends paid : . ' S - - (1,000) (1,000)
At 31 March 2015 I L - 1,291 1,291
Profit for the year A ‘ ’ ‘ ' - 635, - 635
At 31 March 2016 IR E - 1926 : 1,926

Total comprehenswe income for.the year of £635 000 (2015 £149, OOO) was wholly attributable to the
equity holders of the Company. - _

The accompanying notes form an integral part of these financial statements. '

9



NATWEST CAPITAL FINANCE LIMITED - ‘ L 02353800
NOTES TO THE FINANCIAL STATEMENTS |

1. Accounting policies

a) . Preparation and presentation of financial statements '

These financial statements are prepared on a going concern basis and have been prepared in

accordance with the recognition and measurement principles of International Financial Reporting
Standards issued by the International Accounting Standards Board (IASB) and interpretations issued -
.by the International . Financial Reporting Interpretations Committee of the IASB as adopted by the
European Union (together IFRS) and under FRS 101 Reduced Disclosure Framework (FRS 101). The

Company meets the definition of a. qualifying entity under Financial Reporting Standard 100
Application of Financial Reporting Reqmrements issued by the Financial Reporting Councul

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptlons avarlable' :

under that standard in relation to the presentation of a Cash-Flow Statement, standards not yet

effective and related party transactions. Where required, equivalent disclosures are given in the group

. financial statements of The Royal Bank of Scotland Group plc; these financial statements are avallable
to the publlc and can be obtamed as set out in note 17. :

The financial statements are prepared on.the hlstorlcal cost basis.

The Company's financial statements are presented in Sterllng Wthh is the functlonal currency of the"
~ Company. ,

The Company is mcorporated in the UK and registered in England and Wales. The Companys '
financial statements are presented in accordance W|th the Companles Act 2006.

_ Adoption of new and revised accountlng standards :
The few changes to IFRS that were effective from 1 April 2015 have had no material effect on the -
Company’s financial statements for the year ended 31 March-2016.. :

b) Revenue recognition
Turnover comprises income from finance Ieases loans and. other services: which arises in the United

Kingdom from contrnumg activities.

- Finance lease income is allocated to accounting periods so as to give a constant periodic rate of
return before tax on the net investment. Unguaranteed residual values are subject to regular review; if
there is a reduction in the estimated unguaranteed residual value, income allocation is revised and

“any reduction in respect of amounts accrued is recognised immediately. '

" Interest income on financial assets that are classified as loans and receivables, available-for-sale-or
held-to-maturity and interest expense on. financial liabilities other than those at fair value are
determined using the effective interest method. The effective interest method is a.-method of
. caleulating the amortised -cost of a financial asset or financial liability and of allocating. the interest -
_incomie or interest expense over the expected life of the asset or liability. The effective interest rate is
the rate that exactly discounts estimated future cash flows to the instrument's initial carrying amount.
Calculation of the effective interest rate takes into account fees payable or receivable, that ‘are an
integral part of the instrument's yield, premiums or discounts on acquisition or issue, early redemption
fees and transaction costs. All contractual terms of a financial mstrument are considered when
estlmatmg future cash rows

IFRS requires rental income to be calculated using the interest rate at inception of the lease; varlatlons
from that rate are presented as contingent rentals. .

c) Taxation

Income tax expense or mcome comprrsmg current tax and deferred tax is.recorded in the Profit and
Loss Account except income tax on items recognised outside profit or loss which is credlted or
charged to other comprehensive income or to equity as approprrate - ‘

Current tax is mcome tax’ payable or recoverable in respect of the taxable profit or loss for the year
arising in income or in equity. Provision is made for current tax at rates enacted or substantlvely
enacted at the balance sheet date. '

10



NATWEST CAPITAL FINANCE LIMITED ’ o © 02353800

NOTES TO THE FINANCIAL STATEMENTS
1. . Accounting policies (continued)

- ¢) Taxation (continued) .
Deferred tax-is the tax expected to be payable or recoverable in respect of temporary dlfferences
between the carrying amount of an asset or liability for accounting purposes and its carrying amount
for tax purposes. Deferred tax liabilities are generally recognised for all taxable temporary differences
arid deferred tax assets are recognised to the extent that it is probable that they will be recovered.
Deferred tax is not recognised on temporary differences that arise from initial recognition of an asset
or liability in a transaction (other than a business-combination) that at the time: of the transaction
affects neither accounting nor taxable profit or loss. Deferred tax is calculated using tax rates expected
to apply in the periods when the asséts will be realised or the liabilities settled, based on tax ratés and
laws enacted, or substantively‘enacted, at the balance sheet date.

d) Leases S
Contracts to lease assets are classified as finance Ieases if they transfer substantlally all the risks and
rewards of ownership of the asset to-the customer; all other contracts with customers to lease assets
are classified as operatlng leases. o -

Flnance lease receivables are stated in the balance sheet at the amount of the net investment in the -
lease ‘being the minimum lease payments and any unguaranteed resrdual value discounted at the
interest rate implicit in the lease.

e) 'Financial assets

On initial recognition, financial assets are classified |nto held-to -maturity mvestments held- for-tradlng,

designated as at fair value through profit or loss; loans and recervables or available-for-sale financial

assets. ‘

* Loans and receivables
Non-derivative financial assets with fixed or determinable repayments that are not quoted in an active
market are classified as loans and receivables, except those that are classified as available- for-sale or

as held-for-trading, or designated as at fair value through -profit .or loss. Loans and receivables are'

_initially recognised at fair value plus directly related transaction costs. They are subsequently
measured at amortised cost using the effectlve interest method (see accounting policy 1(b)) less any
impairment losses.” "~ . '

f) Impairment of fmanclal assets

‘The Company assesses at each’ balance sheet date whether there is -any objective evidence that a
financial asset or group of financial assets classified as held-to-maturity, available-for-sale or loans
and receivables is impaired. A financial asset-or portfolio of financial assets is impaired- and an
impairment loss incurred if there is objective evidence that an event or’events since initial recognition
of the asset have adversely affected the amount or timing of future cash flows from the asset.

g) Financial Ilabllrtles
On initial recognition financial liabilities are cIassrfred into heId-for-tradrng, desrgnated as at fair value
through proflt or loss; or amortised cost using the effective interest method. _

h) Derecogmtron '
A financial asset is derecognised when the contractual right to recelve cash flows from the asset has
explred or whenit has been transferred and the transfer qualifies for derecognition.

A financial Ilablllty is removed from the balance sheet ' when the obllgatron is dlscharged ‘cancelled or
expires.

11



- NATWEST CAPITAL FINANCE LIMITED V , . . 02353800

‘ NOTES TO THE FINANCIAL STATEMENTS

. 2. Crltlcal accountlng polmes and key sources of estlmatlon uncertamty

The reported results of the Company are.sensitive to the accountlng poI|C|es assumptlons and
estimates that underlie the preparation of its financial statements. UK company law and IFRS require
the directors, in preparing the Company's financial statements, to select suitable accounting policies,
apply them consistently and make judgements and estimates that are reasonable and prudent. In the
absence of an applicable standard or interpretation, IAS 8. ‘Accounting Policies, Changes in
" .Accounting Estimates and Errors', requires management to develop -and apply an accounting policy
that results in relevant and reliable information in the light of the requirements and guidance in IFRS
dealing- with similar and related issues and the IASB's -Framework for the Preparation and
Presentation of Financial Statements. The judgements and assumptidns involved in the Company’s
‘accounting policies that are considered by the directors to be the most important to the portrayal of its
financial condition are discussed below. The use of estimates, assumptlons or models that differ from -
those adopted by the Company would ‘affect its reported results '

Leased assets ‘ : ‘
Judgement is required in the classmcatlon of a lease at mceptlon and after any materlal amendment to

assess whether substantlally all the significant risks and rewards of ownershlp accrue to the Iessor or
the lessee.

3. _Turnover

2016 2015

£'000 - £'000
~ Finance lease income: o R S
" Rent receivable i ‘ : o . 4,522 4,511
Amortisation : : ' (1,707) (1,189)
Contingent rental expense ' i T - (2,722) (2,802)

93 ‘ 520

Tne'C.ompany did not enter into any new leasing transactions during the year (2015: £nil).

,4.. Operating expenses _ I
‘ e 2016 . 2015

£'000 £'000
Management fees S : B .42 26

Staff costs, number of employees and directors’ emoluments '

- All staff and directors were employed by group companies and the fmancnal statements of The Royal
Bank of Scotland Group plc contain full disclosure of employee benefit expenses incurred in the period
.including share-based payments and pensions.. The Company has no employees and pays a
management fee for services provided by other Group companies. The directors of the Company do
not’ recelve remuneration for specmc services provided to the Company ' .

Management recharge .
Management charges relate to the Companys share of group resources such as the use of IT -
platforms, staff and a share of central resources. These are re-charged on an annual basis. -

Auditor's remuneration

2016 2015
, £'000 £000
.Auditor's remuneration — audit services (included within the '

management fee shown above) _ . T 7

12



NATWEST. CAPITAL FINANCE LIMITED -
NOTES TO THE FINANCIAL STATEMENTS

5.  Finance income

2016

02353800

2015

, - £'000 - £'000-
On loans receivablé from Group undertakings 1 4.
~ 6. Finance costs
2016 2015 .
: £'000 £'000 ..
~ Interest on loans from Group undertakings 325 310
7. Tax o .
~ 2016 - 2015
- £'000 £'000
Current tax: : : :
- UK corporation tax charge for the year ‘ 265 - 257
Deferred tax:. - . :
Credit for the year - (317) (218)
Impact of tax rate changes (856) -
: ‘ (1,173) (218)
Tax (credi't)/charge for the year _(908) 39

Where appropnate current tax consists of sums payable or recervable for group relief.

The actual tax (credit)/charge differs from the expected tax (credlt)/charge computed by applymg the A

standard rate of UK corporatlon tax of 20% (2015: 21%) as follows:

2016.°

2015
. : £'000 £'000.
Expected tax (credit)/charge (55) - 39
"Non-deductible items 3 -
"~ Impact of tax rate change (856) -
(908) 39

Tax (credit)/charge for the year

In recent years the UK Government has steadily reduced the rate of UK corporation tax, with the latest.
rates substantively enacted at the balance sheet date standing at. 20% with effect from 1 April 2015, .
- .19% from 1 April 2017 and 18% from 1 April 2020. The closing deferred tax assets and liabilities have
been calculated taking into account that existing temporary drfferences may unwind in periods subject -
to the reduced rates. ‘ :

The UK Gover'nment’s Budget on 16 March 2016 proposed, amongst other things, that the 18% tax -
rate reduction from 1 April 2020 be reduced to 17%. This rate was substantively enacted in the
Finance Bill 2016 on 6 September 2016 and existing temporary differences on which deferred tax has
been provrded may therefore unwrnd in perlods subject to this reduced rate.

The impact of the post balance sheet date change in tax: rate is £405 000 estrmated as giving rise to
tax credit which wrll be recognised in the accounts for 2017. .

13



NATWEST CAPITAL FINANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS |

‘8. Ordinary dividends

2016

02353800

2015
. - - £'000 £'000
- Interim dividend paid - - 1,000
9. Finance lease receivables
' .~ 'Between. . .
Within'1- 1and 5 _After
aE . : year - years 5 years Total
2016 . . , ‘ - £'000° £'000 £'000 £'000
* Future minimum' lease payments - 4,493 18,084 51,496 74,073
Unearned finance income ) o (305) (3,906) (27,336) (31,547)
"Present value of minimum lease ‘ : ’ A ’
payments receivable - » A 4,188 . 14,178 24,160 42,526
2015 -
.Future minimum lease payments .. 4534 18,248 . 56,685 79,467
Unearned finance income (310) (3,954). (30,959) (35,223)
Present value of minimum fease " ’ : : R ‘
payments receivable o - 4,224 14,294 25,726 44,244
2016 2015
- £'000 £'000°
Due within one year 4,188 4,224
Due after more than one year 38,338 40,020
42,526 44,244

. The Company has entered into finance lease agreements for a water treatment plant. The term of the

lease entered into is. 36 years (2015: 36 years).

Unguaranteed resn:tual values are estlmated at £nit (2015:~£nil)

7.3%).

10. Loans and receivables

The average effective mterest rate in relatlon to fmance Iease agreements apprommates 7.3% (2015: -

"~ 2016 2015 -
: - £'000 £'000 °
" Due within one year .
- 521

Amounts owed by Group undertakings

14




NATWEST CAPITAL FINANCE LIMITED -

NOTES TO THE FINANCIAL STATEMENTS

. 11. Borrowings:

02353800

2016 2015 -

‘ £'000 £000
Loans from Group undertakings 32,594 33,792
_Current — on demand or wrthm one year 1,035 1,208

Non-current: - : ’
- between one and two years , 1124 1,079
- between two and five years 3,964 3,759
- After 5 years 26,471 27,746

‘ 31,569 32,584 -

The Company has the unsecured borrowrng from Group undertakings greater than five years of

£26,471,000 (2015: £27,746,000) at 3 floating rate.

The repayment profile of the borrowrngs is disclosed in note 15(ii).

12. Trade and other payables

2015

2016
- : ~ £'000 £'000
Due within cne year: Amounts ) '
due to Group undertakings 32,079 -
13.  Accruals, deferred income and other liabilities . »
' ' 2016 2015 .
£'000 £'000
Accruals 10 7
14. Deférred tax
Deferred tax liability comprises: S
' * Capital o .
allowances Other Total
: £'000 £'000 "£'000 -
At1Apr|I 2014 . . 9,795 37 - ‘9,832 -
Credit to profit and loss account S , (215) ) (218)
At 31 March 2015 ' - - 9,580 34 . 9614
Credit to profit and loss account - (1,168) ~(5) (1,173) .
' 29 8,441

At 31 March 2016 . - 8,412

15. Frnancral mstruments and risk management

(i) Fair value of frnancral instruments not carried at fair value

Except as detailed in the following table, the directors consider that the carrying amounts of frnancral
assets and financial liabilities recognised in the financial statements approxrmate to their fair values.
Where the frnancral instruments are of short maturlty, the carrymg value is equal to the fair value

The fair value of the finance lease recervables and borrowings is estimated by drscountrng future
expected cash flows using current mterest rates and making:adjustments for own credit risk in relation

to borrowrngs in the current year.

- 15



" NATWEST CAPITAL FINANCE LIMITED o L . 02353800

NOTES TO THE FINANCIAL STATEMENTS °
15. Frnancral instruments and risk management (contmued)
(i) Fair value of financial instruments not carried at fair value (continued)

2016 . 2016 ~ 2015 2015

Carrying - ~ Fair ~ Carrying Fair-
value - value . value value
£'000 £'000 ~ £'000 - - £000

~ Financial assets o ' S T - :
Finance lease recelvables . - 42,526 - . 42,526 . 44,244 - 44,244
-'»Financial liabilities I o S
Borrowings : 32,594 27,903 33792 ' -31,160

The financial assets and liabilities detailed in the table above: fall within level 2 of the valuatlon ;
methodologies, as set out below:

Fmanmal assets and liabilities have been classified above accordlng to a valuatron hierarchy. that
reflects the valuation technrques used to determlne fair value

.Level 1: "valued by reference to unadjusted quoted- prlces in ‘active markets for: identical
: . assets and liabilities .
Level 2. valued by reference to observable. market data; other than quoted market prices
Level 3: valuation is based on inputs other than observable market data

(ii) Financial risk management
The principal rrsks associated with the Company's busrnesses are as foIIows

" Interest rate risk

Structural interest rate risk-arises where assets and Inabrlltres have different re-pricing maturities.

The Company manages mterest rate risk by monrtonng the consrstency in the mterest rate profrle of its
assets and liabilities, and limiting any re-pricing' mismatches.

Finance‘lease receivables may be based on fixed and/or floating rates. These are funded primarily
through balances owed to group undertakings. The re-pricing maturity profile of the financial assets of
the Company may be different to that of the associated borrowings and hence give potent|a| exposure
to interest rate risk. ' .

The mterest profrle of the Companys assets and liabilities is as follows

' Non-
Variable interest - .
. : ' , ‘ rate . earning : Total
2016 . o . - A . . £'000 ‘ £'000 - "£'000
Financial assets ' S T .
Finance lease receivables : , - - 42,526 ' S ' 42,526
Cash » . 32,585 L. 32,585
' ) 75,111 - .- 75,111
Financial liabilities . ’ . - ,
Borrowings : L : _ 32,594 : - 32,594
~ Trade and other payables ‘ . 32,079 - B 32,079
Accruals and other liabilities : ' e - 10 10
_ : ' ' . . 64,673 - 10 64,683
Net financial assets/(liabilities) : 10,438 ‘ (10) - 10,428
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NATWEST CAPITAL FINANCE LlMITEt) : o : ‘ o _4‘ 02353800
| NOTES TO THE FINANCIAL STATEMENTS | | | A )
| 16. FinanciaI‘AiAnst‘rum'ents and risk management (continued)
@i Financial risk management (contir‘lued)' |

Interest rate risk (continued)

- Non- -
. Variable ‘ interest
o . _ : ‘ rate. - earning Total
2015 - B ' : £000 - £'000 £'000
Financial assets ‘ ‘ S a , o
" Finance lease receivables R . 44244 - - 44244
Loans receivable . . S : C . 521 - - 521,
- 44765 - - - 44765
- Financial liabilities . _
Borrowings . - . ‘ -33,792 B 33,792
"Accruals and other liabilities . - 7 S 7
o o N T 33,792 . 7 33,799 .
Net financial'_assets/(liabilities) ’ ' 10,973 (7) B 10,966

Assuming that the balances receivable and/or payable at the ‘balance sheet date were receivable
and/or payable for the whole year, had interest rates been 0.5% higher and all other variables held .
constant, the Company’s loss before tax for the year would have decreased by £2,000(2015: profit
before tax for the year would have increased by £1,000). This is mainly due to the Company's
‘exposure to interest rates on its variable rate cash ‘balances. There would be no other impact on
eqmty

Credlt risk : :
The table -below provides details of credit exposures for those flnanC|aI assets neither past due nor-
impaired: .

No.of 2016 2015

Sector : : counterparties ' £'000 ‘ £'000

. Finance lease receivables - Water ut|I|t|es _ 1-(2015: 1) . 42,526 - 44,244
- Group-undertakings ' e o 32,585 521
Maximum credit exposure S o 75111 '44 765

Based on counterparty payment hlstory the Company consuders all the above financial assets to be of
good credit quahty
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NATWEST CAPITAL FINANCE LIMITED - o 02353800

NOTES TO THE FINANCIAL STATEMENTS
) '15. Financial mstruments and risk management (contmued)
(i) Fmancual risk management (contmued) :

" Financial liabilities . : .
-The following table shows by contractual maturity the undtscounted cash flows. payable from the
balance sheet date including future mterest payments: :

0-3 312 13 35 510  10-20

C : months months ' . years years years . years
2016 - : ‘ £'000 £'000 £'000 £'000 £'000 £000
Borrowings : : 62 1,186 2,889 3,488 11,552 18,481
Trade and other payables . - 32,079 . - - T -

Accruals and other liabilities .10 - - - - -
- 32,151 1,186 2,889 3,488 11,552 18,481

0-3° 312, . 1-3 35 510  10-20

o ~ months  months years - years * years  years
2015 . £000 " £000 £'000 £'000° £'000 - £'000
Borrowings 274 1127 . 2,882 . 3,542  10,995-. 20,859
Accruals and-other |labI|ItleS 7 . - - - - -

281- 1,127 2,882 3,642 10,995 20,859

The Company,'é intra-grouvp liabilities may.in certain circumstances become repayable on demand
pursuant to the terms of the capital support deed (see note 17).

~16.  Share capital o
o o 2016 . 2015

o : £ £

‘Authorised: : ‘ : ' .

- 100.ordinary'shares of £1 each . o A 100 100
Allotted, called up and fully paid: : : ' L
Equity shares ‘ ‘ ' - . ‘: L
100 ordinary shares of £1 each ‘ . 100 . 100

The Company has one class of ordinary shares which carry no right to fixed income.

<

17. . Related parties

UK Government .

The UK Government through- HM Treasury is the ultimate controlling party of The Royal - Bank of
Scotland Group.plc. Its shareholding is managed by UK Financial Investments Limited, a company it
wholly-owns and as a result, the UK Government.and UK Government controlled bodies are related
parties of the Company. .

The Company enters into transactions with these bodies on an arms’ Iength basis; they mclude the
payment of taxes mcludlng UK corporation tax and value added tax. :

’
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" NATWEST CAPITAL FINANCE LIMITED - - S 02353800
NOTES TO THE FINANCIAL STATEMENTS
17. ~ Related parties (continued)

Group undertakmgs ‘ :

- The Company's immediate parent company is ‘National Westmlnster Bank . Plc, a company
incorporated in the UK. As at 31 March 2016, National Westminster Bank Plc heads the smallest
group in which the Company is consolidated. Coples of the consolidated accounts may be obtained
from Corporate Governance and Secretariat, The Royal Bank of: Scotland Group plc, Gogarburn, PO.
Box 1000 Edinburgh EH12 1HQ. : . . :

The Companys ultimate holdmg company The Royal Bank of Scotland Group plc, WhICh is
" incorporated in the UK heads the largest group in which the Company is consolidated. Copies of the
consolidated accounts may be obtained from Corporate Governance and Secretariat, The Royal Bank
of Scotland Group plc, Gogarburn, PO Box.1000, Edinburgh EH12 1HQ.

Capltal Support Deed S

The Company, together with other members of The Royal Bank of Scotland Group plc, is party to a
. capital support deed (CSD). Under the terms of the CSD, the Company may be required, if compatible
- with its legal obligations, to make distributions on, or repurchase or redeem, its ordinary shares. The
amount of this obligation is limited to the Company’s immediately accessible funds or assets, rights,
facilities or other resources that, using best efforts, are reasonably capable of being converted to
cleared, immediately available funds (the Company's available resources). The CSD also provides
- that, in certain circumstances, funding received by the Company from other parties to the CSD
* becomes immediately repayable, such repayment being limited to the Company’s available resources.
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