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Directors’' report
For the year ended 31 December 2007

Business review and principal activities

The pnncipal activity of Lloyds TSB Carselect Limited {“the Company”) 1s the sale of new motor vehicles and related
financial services  All vehicles are purchased from a fellow group company The Company ceased to write new
operating lease business in 2003 and the operating lease business came to an end dunng 2007

The resuits for the Company show a foss before tax of £484,418 (2006 profit before tax £1,381,996), gross profit cn sale
of motor vehicles of £1,708,856 (2006 £1,766,633) and net interest income of £1,201,766 (2006 £1,226,546)

The Company i1s funded entirely by other companies within the Lloyds TSB Group

Future outlock

The environment within which the Company operates remains competiive and the business has performed v ine with
expectations dunng the year

Principal nsks and uncertainties

From the perspective of the Company, the prnincipal nsks and uncertamnties are integrated with the prnncipal nsks of the
Lloyds TSB Asset Finance Division Limited sub group {“the Division”) and are not managed separately Further detalls of
the Company’s and Diviston’'s nsk management policy are contained in note 2 to the financtal statements

Key performance indicators (‘KPIs’)

Given the straightforward nature of the business, the Company's directors are of the opinion that analysis using KPls 1s
not necessary for an understanding of the development, performance or position of the business

Policy and practice on payment of suppliers

The Company follows “The Better Payment Practice Code” published by the Department for Business, Enterprise and
Regulatory Reform {BERR}, regarding the making of payments to suppliers A copy of the code and information about it
may be obtained from the DERR Publications Order Line 0845-0150-010 quoting ref URN 04/606

The Company’s policy 15 to agree terms of payment with suppliers and these normally provide for settlement within 30
days after the date of the invoice, except where other arrangements have been negotiated It 15 the polcy of the
Company to abide by the agreed terms of payment, prowided the supplier performs according to the terms of the
contract

As the Company owed no amounts to trade supphers as at 31 December 2007, the number of days required to be shown
in this report, to comply with the provisions of the Comparues Act 19851s rul (2006 mil)

Dividends

No dwidend was paid in the year ended 31 December 2007 (2006 £nul)

Directors

The names of the current directors are shown on page 1

The following changes have taken place during the year and subsequent to the year end

T M Blackwell  (apponted 28 September 2007)

D K Potts {resigned 28 September 2007)
M P Kilbee (resigned 30 Apnl 2008}
A P White (appointed 30 Apnl 2008)
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Directors’ report
For the year ended 31 December 2007

Statement of directors’ responsibilities

Company law requires the directors to prepare financial statements for each financial year that 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 penod

In preparing those financial statements the directors are required to

select suitable accounting policies and then apply them consistently,
make judgements and estimates that are reasonable and prudent,

state whether applicable International Financial Reporting Standards (IFRS) as adopted by the European Union
have been followed subject to any matenal departures disclosed in the financial statements,

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

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time
the financial posttion of the Company and which enable them to ensure that the financial statements comply with the
Companies Act 1985 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 irregularities

Auditors and disclosure of information to auditors

Each director in office at the date of this report confirms that

so far as the director 1s aware, there is no relevant audit information of which the Company's auditors are
unaware, and

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

This confirnaton is given, and should be interpreted, in accordance with the provisions of sechon 234ZA of the
Companies Act 1985

By order of the Board

7 A

T M Blackwell
Director

79 OOL'O‘;\.U" 2008
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Report of the independent auditors to the members of Lloyds TSB Carselect
Limited

We have audited the financial statements of Lioyds TSB Carselect Limited for the year ended 31 December 2007 which
compnse the income statement, the balance sheet, the statement of changes in equity, the cash flow statement and the
related notes These financial statements have been prepared under the accounting policies set out therein

Respective responsibilities of directors and auditors

The directors’ responstbilities for prepanng the financial statements in accordance with applicable law and International
Financial Reporting Standards (IFRSs) as adopted by the European Union are set out in the Statement of Directors’
Responsibiities

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland) This report, including the opinion, has been prepared for and only
for the Company’s members as a body in accordance with Section 235 of the Companies Act 1985 and for no other
purpose We do not, In giving this opinion, 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 our prior consent in
writing

We report to you our opinion as to whether the financial statements give a true and farr view and whether the financial
statements have been properly prepared in accordance with the Companies Act 1985 We also report to you whether, in
our opinion, the information given in the directors' report 1s consistent with the financial statements

In addition we report to you If, in our opimion, if the Company has not kept proper accounting records, If we have not
received all the information and explanations we require for our audit, or if infermation specified by law regarding
directors’' remuneration and other transactions 1s not disclosed

We read the directors' report and consider the implications for our report f we become aware of any apparent
misstatements within it

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing {UK and Ireland) issued by the Auditing
Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures In
the financial statements It also includes an assessment of the significant estmates and judgments made by the directors
in the preparation of the financial statements, and of whether the accounting policies are appropriate to the Company's
circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary
in order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from
matenal misstatement, whether caused by fraud or other irregulanty or error In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the financial statements

Opinion
In our opinion

+ the financial statements give a true and fair view, in accordance with [IFRSs as adopted by the European Union, of
the state of the Company’s affairs as at 31 December 2007 and of its loss and cash flows for the year then ended,

+ the financial statements have been properly prepared in accordance with the Companies Act 1985, and

« the information given in the directors’ report 1s consistent with the financial statements

foohb Cop Lt

PricewaterhouseCoopers LU
Chartered Accountants and Registered Auditors

One Kingsway

Cardiff
CF10 3PW

3¢ Oafﬂ', 2008
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income statement
For the year ended 31 December 2007

Reclassified

Note 2007 2006

£ £

Revenue from sales of motor vehicles 47,264,464 49,944,822
Cost of sales of motor vehicles (45,555,608) {48,178,189)
Gross profit on sales of motor vehicles 1,708,856 1,766,633
Interest and similar income 3,800,498 3,347,213
Interest expense and similar charges {2,598,732) (2,120,667)
Net interest iIncome 4 1,201,766 1,226,546
Fee and commission income 5 134,707 101,092
Imparment loss on loans and advances {231,352) {90,584)
Operating lease rentals 11 4,378
Other operating expenses 6 (3,298,406) (1,626,069)
(Loss)/profit before tax (484,418) 1,381,996
Taxation credit / (charge) 9 125,799 (414,589)
(Loss)/profit for the year attributable to equity shareholders (358,619) 867,397

The notes on pages 9 to 22 are an integral part of these financial statements

The reclassification of comparatives i1s explained in note 1 1 and the impact of the reclassification is summansed 1n note

22
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Balance sheet
At 31 December 2007

Note 2007 2006
£ £
ASSETS
Cash and cash equivalents 1,287,973 188,505
Inventories 10 789,619 1,401,818
Loans and advances to customers 11 54,687,418 53,464,730
Other current assets 12 3,269,748 1,347,327
Property, ptant and equipment 13 37,737 164,347
Current tax assets 123,050 -
Deferred tax assets 16 17,060 5,153
Total assets 60,212,605 56,571,880
LIABILITIES '
Borrowed funds 14 49,267,396 47,400,904
Other current liabilities 15 6,584,113 4,043,569
Current tax habilities - 407,692
Total habilities 55,851,509 51,852,165
EQUITY
Share capital 17 100 100
Retained earnings 4,360,996 4,719,615
Total equity 4,361,096 4,719,715
Total equity and Liabilities 60,212,605 £6,571,880

The notes on pages 9 to 22 are an integral part of these financial statements

The financial statements on pages 5 to 22 were approved by the Board of Directors and were signed on its behalf by

A

T M Blackwell
Director

30 Oudser— 2008

6 Lloyds TSB Cargelect Limited




Statement of changes n equity
For the year ended 31 December 2007

Share capital Retatned earnings Total

£ £ £

At 1 January 2006 100 3,752,218 3,752,318
Profit for the year - 967,397 967,397
At 31 December 2006 100 4,719,615 4,719,715
Loss for the year - {358,619) (358,619)
At 31 December 2007 100 4,360,996 4,361,096

The notes on pages 9 to 22 are an integral part of these financial statements
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Cash flow statement
For the year ended 31 December 2007

2007 2006
£ £

Cash flows from operating activities
{Loss)/profit before tax (484,418) 1,381,996
Adjustments for
- Interest payable 2,598,732 2,120,667
- depreciation 8,211 9,208
- profit on sale of property, plant and equipment {169) (410)
Changes in operating assets and habilities
- net increase n loans and advances to customers (1,222,688) (15,559,922)
- net increase n other debtors and other taxes (1,192,613} (789,446)
- net decrease/{Iincrease) in inventones 612,199 (694,406)
- net increase n other habilities 2,540,544 1,606,881
Cash generated from/(used in) operations 2,859,798 (11,925,432)
Interest paid {2,598,732) {2,120,667)
Taxes paid via group relief (416,850} (305,137)
Net cash outflow from operating achvities (155,784) (14,351,236)
Cash flows from investing activities
Purchase of property, plant and equipment - (51,422)
Proceeds from sale of property, plant and equipment 118,568 58,935
Net cash inflow from investing activities 118,568 7,513
Cash flows from financing activities
Advances of net group funding 1,136,684 14,121,861
Net cash flows from financing activities 1,136,684 14,121,861
Net increase/{decrease) in cash and cash equivalents 1,099,468 (221,862)
Cash and cash equivalents at beginning of year 188,505 410,367
Cash and cash equivalents at end of year 1,287,973 188,505

The notes on pages 9 to 22 are an integral part of these financial statements
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Notes to the financial statements
31 December 2007

1.

11

12

Accounting policies
Basis of preparation

The principal accounting policies applied in the preparation of these financial statements are set out below These
policies have been consistently applied to all years presented unless ctherwise stated Lloyds TSB Carselect
Limited 1s a imited company incorporated and domiciled in England

These financial statements have been prepared in accordance with applicable International Financial Reporting
Standards (IFRS) as adopted by the European Union

The following IFRS pronouncements relevant to the Company have been adopted in these financial statements

1) IFRS 7 Financial Instruments Disclosures This standard, which was effective from 1 January 2007, requires
more detalled qualtative and quantitative disclosures about exposure to nsks ansing from financial nstruments
As a disclosure standard, the application of this new standard has not had any impact on amounts recognised in
the financral statements |FRS 7 supersedes IAS 30 'Disclosures in the Financial Statements of Banks and
Similar Financial institutions” and the disclosure requirements previously contained in IAS 32 ‘Financial
Instruments Presentation’ The IFRS 7 disclosures are set out in notes 2 and 18

) Amendment te 1AS 1 ‘Preseniation of Financial Statements — Capital Disclosures’ This standard, which was
effective from 1 January 2007, requires additional disclosures of the objectives, policies and processes for
managing capital These new capital disclosures are set out in note 18

Details of those pronouncements which will be relevant to the Company but which were not effective at 31
December 2007 and which have not been applied in prepanng these financial statements are given in note 22

Restatement of comparatives

Errors in the classification of certain accounting transactions for the year ended 31 December 2006 have been
identified dunng the preparation of the 2007 financial statements, resulting In reclassification of certain tems in
the income statement for 2006 The reclassifications have £nil impact on profit before and after tax and £nil
impact on net assets Details of amounts and account items affected are provided in note 22

The financial statements have been prepared on a going concern basis under the historical cost convention

Income recognition
Interest Income

Interest iIncome and expense are recognised in the iIncome statement for all interest-bearnng financial instruments,
including loans and advances, using the effective interest method The effective interest method 1s a method of
calculating the amortised cost of a financial asset or hability and of allocating the interest income or interest
expense to a penod of account For loan products, the effective interest rate 1s the rate that discounts the
estimated future cash payments or receipts over the expected hife of the instrument to the net carrying amount of
the financial asset or financial hability

When calculating the effective interest rate, the future cash flows are estimated after considering all the
contractual terms of the agreement but not future credit losses The calculation includes all amounts recerved or
paid by the Company that are an integral part of the overall return such as acceptance fees as well as direct
incremental transaction costs related to the acquisition, 1ssue or disposal of a financial instrument and all other
premiums ar discounts
I

Finance lease income I1s recognised over the lease term using the net investment method so as to reflect a
constant periodic rate of retum on the Company's net investment in the lease Imbal direct costs attnibuted to
negotiating and arranging the lease are included in the inihial measurement of the finance lease recevable thus
reducing the amount of income recognised over the lease term

Once a financial asset, a group of similar financial assets, or the net investment in a finance lease has been
written down as a result of an impairment loss, interest income 1s recognised for the remainder of the contract
using the rate of interest used to discount the future cash flows for the purpose of measuring the impairment loss
Sales of motor vehicles

Revenue, which excludes value added tax, represents the invoiced value of vehicles sold during the year

Cost of sales represents the cost of vehicles purchased for the purpose of resale dunng the year

9 Lloyds TSB Carselect Limited




Notes to the financial statements
31 December 2007

1.

13

14

15

10

Accounting policies (continued)

Operating lease rental income

Operating lease rental iIncome I1s recognised on a straight line basis over the life of the lease
Fee and commission income and expense

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

Financial assets, liabilities and operating leases

Financial assets compnse amounts due from group companies, loans and advances to customers and other
debtors Financial habiiies compnse borrowed funds, and other current habilites

Financial assets and liabilities are recognised when the Company becomes a party to the contractual provisions
of the mstrument Financial assets and labiites are derecognised when the nghts to receive cashflows, or
obligations to pay cashflows, have expired

All financial assets and liabiliies are recognised at amorttsed cost inclusive of transaction costs using the effective
interest rate method

Lease agreements are classified as finance leases if the lease agreements transfer substantially all of the nsks
and rewards of ownership to the lessee, all other leases are classified as operating leases When assets are held
subject to a finance lease or hire purchase contract, the present value cf the lease payments 1s recognised as a
receivable within loans and advances to customers

Operating lease assets are included within fixed assets at cost and depreciated over the Iife of the lease after
taking into account anticipated residual values {see note 1 8)

Impairment
Loans and advances to customers

At each balance sheet date the Company assesses whether, as a result of one or more events occurnng after
inthal recognition, there 15 objective ewvidence that a financial asset or group of financial assets has become
mpawred  Ewidence of impawrment may include indications that the borrower or group of borrowers are
experiencing significant financial difficulty, default or delinquency in interest or principal payments, it becoming
probable that the barrower will enter bankruptey or other financial reorganisation of the debt being restructured to
reduce the burden on the bormower

If there 1s objective evidence that an impairment loss has been incurred, a provision 15 established which 1s
calculated as the difference between the balance sheet carrying value of the asset and the present value of
estimated future cash flows discounted at that asset's onginal effective interest rate If an asset has a vanable
interest rate, the discount rate used for measunng the impairment loss 1s the current effective interest rate The
calculation of the present value of the estimated future cash flows of a collateralised asset or group of assets
reflects the cash flows that may result from foreclosure, less the costs of obtaining and selling the collateral,
whether or not foreclosure 1s probable

If there 1s no objective evidence of individual impairment, the asset i1s included in a group of financial assets with
similar credit nsk charactenstics and collectively assessed for impairment Future cash flows are estimated on the
basis of the contractual cash flows of the assets in the group and historical loss expenence for assets with similar
credit nsk charactenstics Histoncal loss expenence 1s adjusted on the basis of current observable data to reflect
the effects of current conditions that did not affect the penod on which the histonical loss expenence 1s based and
to remove the effects of conditons in the histoncal penod that do not exist currently

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

If, In a subsequent penod, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurning after the iImpairment was recognised, such as an improvement in the borrower's
credit rating, the provision I1s adjusted and the amount of the reversal i1s recognised in the Income statement

When a loan or advance 1s uncollectable, it 1s written off against the related provision once all the necessary

procedures have been completed and the amount of the loss has been determined Subsequent recoveres of
amounts previously wntten off decrease the amount of impairment losses 1n the income statement

T i s




Notes to the financial statements
31 December 2007

1.

15

16

17

18

19

21

Accounting policies (continued)

Impairment (continued)
Property, plant and equipment

Impairment of property, plant and equipment 1s assessed by comparng the net present value of the expected
future cash flows with the carrying value Any mpairment identified in this way 1s charged immediately to the
income statement

Inventories
Inventones represent vehicles for resale which are carned at the lower of cost and net realisable value
Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents compnse balances with less than three
months’ matunty from the date of inception

Property, plant and equipment

Property, plant and equipment 1s included at histoncal purchase cost less deprecitation and any impairment
allowance Depreciation 1s calculated using the straight-ine method to allocate the difference between the cost
and residual value over the penod of the lease

Taxation, including deferred iIncome taxes

Current tax which 1s payable on taxable profits 1s recognised as an expense in the perniod in which the profits
anse

Deferred tax 1s provided in full, using the habiity method, on temporary differences ansing between the tax bases
of assets and babiittes and their carrying amounts in the financial statements Deferred tax 1s determined using
tax rates that have been enacted or substantially enacted by the balance sheet date that are expected to apply
when the related deferred tax asset 1s realised or the deferred tax liability 1s settled

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

Tax assets and liabiliies are offset when they anse in the same tax reporting group and where there is a legal
night of offset and the intention to settle on a net basis or to realise the asset and settle the llability simultaneously

Dividends

Dividends on ordinary shares are recogrused in equity in the penod in which they are paid

Risk management policy

The Company's operations expose It to credit nsk, liquidity nsk, and interest rate nsk, it 1s not exposed to any
significant foresgn exchange nsk Responsibility for the control of overall nsk lies with the Board of Directors,
operating within 2 management framework established by the intermediate parent, Lloyds TSB Asset Finance
Division Limited, and the ultimate parent, Lloyds TSB Group plec The interest rate and hquidity nisk faced by the
Company 1s in substance managed by other group companies which fund the Company and credit risk 1s carefully
monitored by Asset Finance Division credit commiitees and credit functions

Credit risk

Credit nisk 1s the nsk that a counterparty will be unable to pay amounts in full when due The credit risk associated
with instalment credit contracts 15 managed through the application of stnct underwnting cntena, determined by
the Lloyds TSB Asset Finance Division Limited credit committee and credit functions Significant credit exposures
are measured and reported on a reqular basis Impairment provisions are provided for losses that have been
incurred at the balance sheet date

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

11 Lloyds TSB Carselect Limited




Notes to the financial statements
31 December 2007

2.

22

23

Risk management policy (continued)

In measunng the credit nsk of loans and advances to customers, the Company reflects three components (1) the
‘prabability of default’ by the client on its contractual obhigations, (1) current exposures to the client and their likely
future development, from which the Company derives the ‘exposure at default’, and () the Lkely recovery ratio on
the defaulted obligations (the ‘loss given default’)

The Company assesses the probability of default of individual clients using internal rating models tallored to the
vanous categones of clent Exposure at default and loss given default models are also in use All raing models,
which are authonsed by executive management, comply with the Group's standard methodology and are subject
to a ngorous vahdation process

Credit Risk Mitigation

« Credit pninciples and pelicy Group nsk sets out the group credit principles and policy according to which credit
nsk 1s managed, which in turn 1s the basis for divisional and business unit credit policy Principles and policy
are reviewed regularly and any changes are subject to a review and approval process Business unit policy
includes lending guidelines, which define the responsibiities of lending officers and provide a disciplined and
focused benchmark for credit decisions

« BStress testing and scenarno analysis The credit portfolio 15 also subjected to stress-testing and scenano
analysis, to simulate outcomes and calculate their associated impact

« Credit sconng In its pnncipal retail portfolios, the Group uses statistically-based decision techniques (primanly
credit sconng) Divisional nsk departments review scorecard effectiveness and approve changes, with material
changes subject to group nsk approvat

Interest rate risk

Interest rate nsk 1s the nsk of financial loss as a result of adverse movements 1n interest rates, and anses largely
because of iming differences between the re-pncing of financial assets and liabilities

While the Company 15 exposed to interest rate nsk, the Group has various hedging strategies in place to mitigate
the interest rate nsk at a Group level

Liquidity nsk

Liguidity risk 1s the nsk that the Company 15 unable to meet its obhigations as they fall due To manage this nsk
extensive borrowing faciities are available from within the Lioyds TSB Group

Liquidity nsks are managed as part of the Lloyds TSB Group by the intermediate parent company, Lloyds TSB
Bank ple, in consultaton with the board of directors

Critical accounting estimates and judgements in applying accounting
policies

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

Impairment of inventory

The Company regularly reviews its inventory of vehicles to assess for iImpairment In determining whether an
impairrment has occurred, the Company considers whether there 1s any observable data indicating that there has
been a measurable decrease n the estmated future proceeds from sale of the vehicles compared to the
purchase cost, such observable data includes whether there has been an adverse change in the current market
prices or economic conditions

The variables used n the evaluation are kept under regular review to ensure that as far as possible they reflect
the current economic circumstances, although actual expenence may differ from that assumed

Impairment on assets accounted for at amortised cost

The Company regularly reviews its loan and lease portfolio to assess for impaiment, further details of which are
given innote 15
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Notes to the financial statements
31 December 2007

4

5.

6.

Net interest iIncome

Reclassified
2007 2006
£ £
Interest iIncome

From finance lease and hire purchase contracts 2,048,672 1,832,220
From personal loans 1,751,826 1,514,993
3,800,498 3,347,213

Interest expense
Group interest expense (see note 19) (2,598,732) (2,120,667)
Net interest income 1,201,766 1,226,546

Included within interest income 1s £28,795 {2006 £25,124) in respect of impaired financial assets

The average effective interest rate in 2007 was 7 0% (2006 7 2%) for finance lease and hire purchase contracts,

and 7 0% {2006 7 3%) for perscnal loans

The reclassification of comparatives 1s explained 1n note 1 1 and the impact of the reclassification 1s summarised

In note 22

Fee and commission income

Reclassified

2007 2006

£ £

Commission receivable 47,855 1,231
Loan fees recewvable 86,852 99,861
Fee and commssion income 134,707 101,092

The reclassification of comparatives 1s explained in note 1 1 and the impact of the reclassification 1s summansed

in note 22

Other operating expenses

2007 2006

£ £

Staff costs (see note 7) 1,435,865 -

Marketing 1,003,264 796,709

Management fees (see note 19) 568,000 795,939

Other expenses 283,235 24,623

Depreciation {see note 13) 8,211 9,208
Profit on disposal of property, plant and equipment (169) (410)

3,298,406 1,626,069

Auditors’ remuneration of £2,100 (2006 £2,000) has been borne by a fellow subsidiary
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Notes to the financial statements
31 December 2007

7. Staff costs

2007 2006

£ £

Wages and salaries 1,211,924 -
Social secunty costs 89,546 -
Pension costs 134,395 -
1,435,865 -

The Company did not directly employ any person dunng the year ended 31 December 2007 {2006 nong) During
2006, staff costs were included in the management fee charged by Black Horse Limited

8. Directors’ emoluments

No director received any fees or emoluments during the year (2006 £nil)

The directors are employed by other companies within the Lloyds TSB Asset Finance Division Linuted sub group
Lloyds TSB Asset Finance Division Limited 1s the parent company of a sub group which compnses several trading
companies engaged in a wide range of lending activites The directors’ duties to this Company are considered to
be incidental to their other responsibilities within these organisations (see note 19)

9. Taxation

2007 2006
£ £
a) Analysis of charge for the year
UK corporation tax
- current tax credit / (charge} on loss / profit for the year 123,050 (410,775)
- adjustment n respect of prior years (9,158) -
Total current tax credit / (charge) 113,892 {(410,775)
Deferred tax (note 16) 11,907 (3,824}
Tax credit / {charge) for the year 125,799 {414,599)

The credit/{charge) for tax on the (loss)profit for the year 1s based on a UK corporation tax rate of 30% (2006

30%)
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Notes to the financial statements
31 December 2007

9. Taxation (continued)

b} Factors affecting the tax charge for the year

A reconciiation of the charge that would result from applying the standard UK corporation tax rate to (loss)/profit

before tax to the tax charge for the year 1s given below

2007 2006
£ £
(Loss) / profit before tax (484,418) 1,381,996
Tax credit / (charge) thereon at UK corporation tax rate of 30% 145,325 (414,599)
Effects of
Adjustment in respect of prior years (9,158) -
Impact of adjustment in deferred tax rate (1,218) -
Non-allowable items (9,150) -
Tax on (loss)/ profit on ordinary activites 125,799 (414,599)
Effective rate 26% 30%
10 Inventories
2007 2006
£ £
Vehicles for resale 789,619 1,401,818
11. Loans and advances to customers
2007 2006
£ £
Advances under finance lease and hire purchase contracts 29,963,132 28,673,114
Personal loans to customers 25,252,391 25,176,104
Gross loans and advances 55,215,523 53,849,218
Less allowance for losses on loans and advances {528,105) (384,488)
Loans and advances to customers, net 54,687,418 53,464,730
of which
due within one year 24,976,716 20,751,182
due after more than one year 29,710,702 32,713,548
54,687,418 53,464,730
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Notes to the financial statements
31 December 2007

11.

12.

13.

Loans and advances to customers (continued)

Loans and advances to customers include hire purchase and finance lease recewvable

2007 2006
£ £
Gross investment in hire purchase and finance lease contracts, receivable
- no later than one year 15,128,425 12,276,027
- later than cne year and no later than five years 17,995,806 19,352,752
33,124,231 31,628,779
Unearned future finance income on hire purchase and finance lease contracts (3,161,099) (2,955,685)
Net investment in hire purchase and finance lease contracts 29,963,132 28,673,114
The net investment in hire purchase and finance lease contracts may be analysed as follows
- no later than one year 13,684,695 11,128,850
- later than one year and no later than five years 16,278,437 17,544,264
29,963,132 28,673,114

During 2007 and 2005, no contingent rentals in respect of finance leases were recogmsed in the income

statement Further analysis of loans and advances to customers 1s provided in note 18

Other current assets

2007 2006

£ £

Amounts due from group undertakings (see note 19) 729,808 -
Other debtors 2,539,940 872,633
Other taxes - 474,694
3,269,748 1,347,327

Amounts due from group undertakings are unsecured, repayable on demand and generally non-interest bearing

Property, plant and equipment

Operating Other
lease motor
assets vehicles Total
£ £ £
Cost
At 1 January 2006 403,365 - 403,365
Additions - 51,422 51,422
Disposals (141,447) - {141,447)
At 31 December 2006 261,918 51,422 313,340
Disposals (261,918) - (261,918)
Cost at 31 December 2007 - 51,422 51,422
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Notes to the financial statements
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13. Propenrty, plant and equipment {(continued)

Operating Other
lease motor
assets vehicles Total
£ £ £
Accumulated depreciation
At 1 January 2006 222,707 - 222,707
Charge for the year 3,734 5,474 9,208
Disposals {82,922) - {82,922)
At 31 December 2006 143,519 5,474 148,893
Charge for the year - 8,211 8,211
Disposals (143,519) - (143,519)
Accumulated depreciation at 31 December 2007 - 13,685 13,685
Balance sheet amount at 31 December 2007 - 37,737 37,737
Balance sheet amount at 31 December 2006 118,399 45,048 164,347
At 31 December the future minimum rentals receivable under operating leases were as follows
2007 2006
£ £
Recetvable within 1 year - 118,399
- 118,399
14. Borrowed funds
2007 2006
Due within Due within
one year one year
£ £
Borrowings from group undertakings (see note 19) 49,267,396 47,400,904

Amounts due to group undertakings are unsecured and technically repayable within three months, although there

15 no expectation that such a demand would be made Vanable rates, based on LIBOR were charged

15 Other current liabilities

Accruals and other creditors

2007
£

6,584,113

2006
£

4,043,569
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16. Deferred tax

17

The movement in the net deferred tax asset 1s as follows

2007 2006

£ £

At 1 January 5,153 8,977
Income statement credit / (charge) 11,907 (3,824}

At 31 December 17,060 5,153

The deferred tax credit/ (charge) in the profit and loss account compnses the following temporary differences

2007 2006
£ £
Accelerated capital allowances 14,968 (4,908)
Allowances for impairment losses (1,397} (8,363)
Other temporary differences (1,664} 9,447
11,907 (3,824)
Deferred tax assets are compnsed as follows
2007 2006
£ £
Accelerated capital allowances 2,152 (12,816)
Allowance for impairment losses 6,801 8,198
Other temporary differences 8,107 9,771
17,060 5,153

With effect from 1 Apnl 2008 profits will be charged to corporation tax at the rate of 28% (currently 30%)
Accordingly deferred tax has been calculated at 28%

Share capital

2007 2008
£ £

Authonsed, allotted, 1ssued and fully paid
100 ordinary shares of £1 each 100 100

The immediate parent company 1s ACL Autolease Holdings Limited The company regarded by the directors as
the ultimate parent company I1s Lloyds TSB Group plc, which i1s 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 undertaking of the smallest such group of undertakings Copies of both sets of accounts may be
obtained from the Company Secretary’s Department, Lloyds TSB Group plc, 25 Gresham Street, London, EC2V
7HN
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18. Financial Risk Management

A description of the nature and mitigation of key nisks facing the Company 15 provided in note 2 A description of
the financial assets / habilities and associated accounting 15 provided in note 1

181 Creditrisk
Credit concentration
The Company lends predominantly to customers geographically located within the United Kingdom
Lending 1s mainly to private individuals in connection with financing motor vehicle

Leans and advances to customers — maximum exposure

2007 2006

£ £

Neither past due nor impaired 53,224,692 52,471,034

Past due but not impaired 967,261 708,517

Impaired 1,023,570 669,667

Maximum exposure — Loans and advances 55,215,523 53,849,218
Loans and advances to customers which are neither past due nor impawred

2007 2006

£ £

Good quality 22,077,025 21,582,079

Satisfactory quality 17,698,236 17,741,048

Lower quality 9,067,840 8,864,547

Below standard, but not impaired 4,381,591 4,283,360

Total 53,224,692 52,471,034

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

Loans and advancas to customers which are past due but not impaired

2007 2006

£ £

Past due up to 30 days 967,261 708,517
Past due up to 30-60 days - -
Past due up to 60-90 days - -
Total 967,261 708,517

Past due is defined as failure to make a payment when it falls due
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18

182

183

184

185

Financial Risk Management {continued)

Allowance for loans and advances to customers which are impaired

2007 2006

Total Total

£ £

Brought forward at 1 January (384,488) {334,814)
Advances written off 87,735 40,910
Charge for year (including recovenes and unwind of discount) (231,352) (90,584)
At 31 December (528,105} (384,488)

The critena used to determine that there 1s objective evidence of an impairment 1s disclosed in Note 1 5 Included
in loans and advances to customers were loans and advances individually determined to be impaired whose
gross amount before impairment allowances was £ml (2006 L£nil}

Renegotiated loans and advances to customers

During the year the Company renegotiated the loans and advances to customers, which would otherwise have
been past due or iImpaired, totalling £139,499 (2006 £24,069)

Repossessed collateral

At year end the Company held repossessed collateral of £10,235 (2006 £7,969) in respect of defaulted debt
The Company does not take physical possession of any collateral, instead it uses agents to realise the collateral's
value as soon as practicable, usually at auction, to settle indebtedness Any surplus funds are then returned to
the borrower or are otherwise dealt with in accordance with appropnate insolvency regulations

Liguidity nisk

The Company 1s funded on an ongoing basis entirely by companies within Lloyds TSB Group Such funding 1s
technically repayable within three months, although there 1s no expectation that such a demand would be made
All other financial habilites are repayable on demand

Financial strategy

The Company’s activities are principally related 1o the use of financial instruments However, the Company does
not trade in financial instruments, nor does it use dervatives

Fair values of financial assets and habilities

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

Fair values of loans and advances to customers which are at a fixed rate are estimated by discounting anticipated
cash flows (including interest at contractual rates) at market rates at the year end for similar loans and advances

The aggregate fair value of loans and advances to customers 1s approximately £54,954,000 (2006 £54,190,000)
before impairment The carrying value of all other assets and habilities 15 considered an approximation of farr
value

Capital disclosures

The Company’s objectives when managing capital are to safeguard the entity's ability to continue as a going
concern, provide an adequate return to its shareholders through pricing products and services commensurately
with the level of nsk and, indirectly, to support the Group’s regulatory capital requirements

The Company’s parent manages the Company's capital structure and advises the board of directors to consider
making adjustments tc it in the hght of changes in economic condiions and the nsk charactenstics of the
underlying assets in order to mantain or adjust the capital structure, the board of directors may adjust the
amount of dividends to be paid to shareholders, retum capital to shareholders, 15sue new shares, or sell assets
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18.

Financial Risk Management (continued)

18 6 Capital disclosures (continued)

19

20

21,

The Company's capital comprises all components of equity, movements in which appear in the statement of
changes in equity The Company receives its funding requirements from its fellow Group companies and does not
raise funding externaity

Related party transactions

A number of transactions are entered into with related parties in the normal course of business These include
vehicle purchases, loans, interest and management charges The outstanding balances at the year end and
related expense and income for the year are as follows

Group and associated companies

2007 2006
£ £

Outstanding at 31 December
Amounts due to Black Horse Limited (see note 14} (49,267,396) (47,400,904)
Amounts due from Lloyds TSB Autolease Limited (see note 12) 729,808 -
Purchase of motor vehicles
Lloyds TSB Autolease Limited 45,555,608 48,178,188
Interest payable
Black Horse Limited (see note 4) 2,598,732 2,120,667
Management charges
Black Horse Limited (see note 6) 568,000 795,939
Staff and other costs recharged from fellow subsidiary company 1,553,465 -

Key management personnel

Key management personnel are those persons having autharity and responsibiiity for planning and controling the
activiies of the Company Accordingly, key management compnse the directors of the Company and the
members of the Lloyds TSB Asset Finance Division Limited board which comprises the statutory directors of that
company and certain other semor management There were no transactions between the Company and key
management personnel dunng the current or preceding year Key management personnel are employed by other
companies within the Lloyds TSB Asset Finance Division Limited sub-group and consider that their services to the
Company are incidental to therr other achvibies within that sub-group

Commission recervable of £47,855 (2006 £1,231) substantally comprises nsurance cCOMMISSION Income
receivable under the terms of the Company's agreement with Lloyds TSB General Insurance Limited, a fellow
subsidiary of Lioyds TSB Group plc

Contingent habilities and commitments
There were no contingencies or contracted capital commitments at the balance sheet date (2006 £nil)

Post balance sheet events

There were no post balance sheet events requinng disclosure in these financial statements
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22.

23

Reclassification of comparatives

Errors in the classification of certatn accounting transactions for the year ended 31 December 2006 have been
identfied during the preparation of the 2007 financial statements, resulting in reclassification of certain tems in
the income statement for 2006

Reclassifications from fee and commussion Income and expense to interest income have been made in cases
where fees and commission are included in the loans’ effective yield calculations

The reclassifications have £mil impact on profit before or after tax, and £mil Impact on net assets Details of
amounts and account items affected are provided below

2006 2006
Restated Previously reported
£ £

Income statement
Interest and similar income 3,347,213 3,281,410
Fees and commission income 101,062 166,895

Future developments

The foliowing pronouncement will be relevant to the Company but was not effective at 31 December 2007 and has
not been applied in prepanng these financial statements

Pronouncement Nature of change Effective date

IAS 1 Presentation of Revises the overall requirements for the Annual penods

Financial Statements presentaton of financial statements, beginning on or

12 guidance for their structure and minimum after 1 January
content requirements The revised 2009

standard requires the presentation of all
non-owner changes in equity within a
statement of comprehensive income

! Atthe date of this report, this pronouncement 1s awaiting EU endorsement
2 Subject to any EU endorsement, the Company has not yet made a final decision as to whether it will apply this
pronouncement in the 2008 financial statements

The Company's view I1s that this pronouncement 1s not expected to cause any matenal adjustments to the
reported numbers in the financial statements
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