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Directors' report : : .
For the year ended 31 December 2017

" The directors present lheir report and the audited financial stalements of Lex Autotease Carselect Limiled ("the Company") for the year
ended 31 December 2017.

General information
The Company Is a limited company incorporated and domiciled in Englang and Wales (registered number: 02849105).

‘The Company previously provided new motor vehicles and related financial services to Retail customers. All vehicles sold by the
Company were purchased from a fellow group undertaking. .

The Company is funded enlirely by other companles within the Lioyds Banking Group ("the Group®).
_ Principal risks and uncertaintios . . ' N

From the perspective of the Company, the principal risks and uncertainties are integrated with Ifie principal risks of the Relail Finance
Division, which is part of the Lloyds Banking Group. While these risks are not managed separately for the Company, the Company Is a
trading company of the Retail Finance Divisioh. Thé Retail Finance Divislon is a portfolio of businesses and operates in a number of
specialist markels providing consumer lending and conlract hire to personal and corporate customers. Funher details of risk
management policies are contained in note 14 to the financial slatements.

Key performance indicators ("KPIs")

Given the straightfonvard nalure of the business, the Campany’s directors are of the opinion that analysis using KPis is not necessary
for an understanding of the development, performance or position of the business.

Future outlook

) The Company ceased to write new business on 31 July 2012. The Company will continue lo manage its loan book until afl the loans
have been repaid, at which point, the Company vill cease to trade.

The Company Is part of the vdder Lioyds Banking Group, and, at that level, conslderation of many of the potential implications following
the UK's vote to leave the European Unlon has been undertaken. Work continues to assess the impact of EU exit at the level of the
Ltoyds Bankmg Group, as veell as for the Company, upon customers, colleagues and products. This assessment 1ncludes all Iegal
regulatory, tax, finance and capital implications.

Dividends
A dividend of £9,520,000 was declared and paid during the year (2016: £nil).

Going concern

The directors are satisfied that it is the intention of Lloyds Banking Group ple that its subsidiaries, including the.Company, vill conlinue
to have access to adequale liquidily and capital resources for the foreseeable fu(ure and, accordingly, the financial statements have
been prepared on a going concern basis.

Directors
The currenl direclors of the Company are showm on the front cover.

There have been no changes to directors between the beginning of the repomng period and lhe approval of the Annual report and
accounts.
/

Company Secretary

The folloving change has taken place between the beglnnlng of the repomng penod and the approval of the Annual repon and
accounts:

P Gittins (resigned 11 January 2017}
D D Hennessey ' . (appointed 11 January 2017)

\ - . 4
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Directors' report (continued)
For the year ended 31 December 2017

Directors' indemnities

Lloyds Banking Group plc has granted to lhe direclors of the Company a deed of indemnity through deed poll which constiluted
‘qualifying third party indemnity provisions' for the purposes of the Companies Act 2006. The deed was in‘force during the whole of the
financial year and at the date of approval of the financial statements or from the date of appointment in respect of directors who join
the board of the Company during the financial year. Directors no longer in office but who served on the board of the Company at any
time in the financial year have the benefit of this contract of indemnity during that period of service. The indemnity remains in force for
the duration of the directors' periods of office. The deed indemnifies the directors to the maximum extent permitted by law. Deeds for
existing directors are available for inspectlion al the registered office of Lioyds Banking Group plc. In addition, the Group has in place
appropriate directors and officers liabilily Insurance cover which was In place throughout the financiat year.

Statement of directors’ responsibilities
The directors are responsible for preparing the Annual report and accounts in accordance vdth applicable taw and regutation.

_Company lawv/ requires the directors to prepare financial statements for each financial year. Under that law the directars have prepared -
the financial statements in accordance wvith Inlernational Financial Reporling Standards ("IFRSs"} as adopted by the European Union.
Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and fair view

of the state of affairs of the Company and of the profit or loss of the Company for that period. In preparing the financial statements, the
directors are required to: ,

- select suitable accounting policies and then apply them consistently;

- state whether applicable IFRSs as adopted by the European Union have been followed, subject to any material depariures
disclosed and explained in the financial statements;

- make. Judgements and accounling eslimates that are reasonable and prudent; and

- prepare the financial slatements on the, going concem basis, unless it is inappropriate to presume that the Company wiill
continue in business. . ‘

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain'lhe Company's
transactions and disclose with reasonable accuracy at any time the financial position of the Company.and enable them to ensure that
the financial statements comply vith the Companies Act 2006.

The directors are also responsible for safeguarding the assels of the Company and hence for taking reasonable steps for the
prevenlion and detection of fraud and other iregularities. :

In the case of each directar in office at the date the Directors’ rep.on is approved:
- so far as the director is aware, there is no relevant audit information of which the Company’s auditors are unaware; and

- they have taken all the steps that they ought to have taken as a director in order to make themselves aware of any relevant audit’
infarmation and to establish that the Company’s audilors are avzare of that information.

lndgpendenl auditors
PricewaterhouseCoopers LLP are deemed to be re-appainted as auditors under section 487(2) of the Companies Act 2008.

This report has been prepared in accordance with the special provisions relating to small companies vithin Part 15 of the Companies
- Act 2008. . '

Approved by the board of directors and signed on ils behalf by:

"MCM% |

C A Parkes
Director

/ 8/ \S\QPI&VZ)Q/ 2018
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Statement of comprehensive income
For the year ended 31 December 2017

Note 2017 2016

£'000 £'000

Interest income ' - 2 39
Impairment gains/{losses) . ) -7 4 (13) -

_ Other operaling expenses i 4 4} (28)

Profiti(loss) before tax - - . 2 ©

Taxation . 7 -

Profit(loss) for the year, being total comprehensive : 2 2)

income/(expense} - ’

The accompanying notes to the financial statements are an integral parl of these financial stalements.
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Balance sheet
As at 31 December 2017

Note © 2017 2016
. £'000 £'000
ASSETS
Cash and cash equivalents i T 420 373
Trade and other receivables . 8 14 © 8,179
Loans and advances to customers ’ 9’ 5 67
Total assets ‘ . 452 9,619
LIABILITIES ‘ : .

.. Borrowed funds , i 10 326 . -

. Provision for liabllittes and charges ’ 11 25 -
Current tax liabilily . : . B . -
Total llabllities : 351 .
EQUITY } . ‘
Share capital ) 12 ‘ - -
Relained eamings o : 101 9,619
Total equity ' : ' 104 9619 -
Total equity and liabilities . 452 © . 9619

The accompanying notes to the financial stalements are an integral part of these financial statements.

The finahcial statements were approved by the board of directors and were signed on its behalf by:

| ()!’S{)c(\&j
C A Parkes
Director .

/SJA‘SQPWz(‘né
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Statement of changes in equity
For the year ended 31 December 2017

Share- Retained Total
capital earnings equity
£'000 £'000 £'000
At 1 January 2016 ; 9.621 - 9,621
Loss for the year being total comprehensive expense - (2) 2)
At 31 December 2016 : . - 9,619 9,619
Profit for the year being total comprehensive income - 2 2
Dividend paid e : (9.520) (9,520)
At 31 December 2017 - © 101 101

The accompariying notes to the financial stalements are an integral part of these financial statements.
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Cash flow statement
For the year ended 31 December 2017

2017 2016
. £'000 £'000
Cash flows generated from operating activities .
Profit/(loss) before tax 2 (2)
Adjustments for:
- Increase in Provision for liabilities and charges 25 -
Changes in operaling assels and liabilities:
- Net decrease in Loans and advances to customers 62 206
- Net (increase)/decrease in Other debtors (25) - 30
Cash géneratéd from operations 64 234
Group relief paid - (39)
Net cash generated from aperating activities 64 195
Cash flows (used in)/generated from flnancing activities
Dividends paid (9,520) -
Proceeds from net borrovings vith group undertakings 9,503 21
Net cash (used in)/generated from ﬁn_ancing activities (17) 21
Change In Cash and cash equivalents 47 216
Cash and cash equivalents at beginning of year 373 157
420 373

Cash and cash equlvalents at end of year

The accompanying noles to the financial statements are an integral part of these financial statements.
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Notes to the financial statements
For the year ended 31 December 2017

1. Accounting pélicies

1.1 Basis of preparation ' B
The principal accounting pdlicies applied in the preparation of these financial statements are set out belov.. These policies have
been consistently applied in both years presented, unless othenvise stated.

These financial statements have been prepared in accordance vith applicable IFRSs as adopted by the European Union and the
Companies Act 2006 applicable to companies reporiing under IFRSs..IFRSs comprise accounting standards prefixed IFRS
issued by the International Accounling Standards Board (MASB") and those prefixed IAS issued .by the IASB's predecessor
body, as well as interprelations issued by the IFRS Interpretations Commiltee ("IFRS IC") and its predecessor body.

The following new IFRS pronouncement relevant to the Company has been adopted Iin these financial statemenis:

(i) Amendments to IAS 7: Disclosure Initiative-(Issued January 2016). The amendments are intended to clarify 1AS 7
‘Staternent of Cash Flows' to improve information provided to users of financial statemenls about an enlily’s financing
aclivities.

The ap‘plicalion of this pronouncement has not had any impact for amounts recognised in these financial statements.

Details of those pronouncements vhich vill be relevant to the Company but vshich were not effective at 31 December 2017 and
vihich have not been applied in preparing these financial statements are given in note 18. No standards have been early
adopted. .

The financial statements havé been prepared on a going concemn basis as detailed in the Directors’ report and under the
historical cost convention.

1.2 Income recognition
Income and expense from financial assets

Interest income and expense are recognised in the Statement of comprehensive income for all interest bearing financial
instruments, including loans and advances, using the effective interest rate method. The effective interest rate method is a
method of calculating the amortised cost of a financial asset or liability and of allocating the interest income or interest expense
to a period of account. The effeclive interest rate is the rate that discounts the eslimated fulure cash payménts or receipls over
the expected life of the instrument to the net carrying amount of the financial asset or financial liability.

Once a financial asset or a group of similar financial assets has been written dovn as a result of an impairment loss, interest
income is recognised on the net'lending balance using the rate of interest used to dlscounl the future cash flovss for the purpose
of measuring the impairment loss.

Lease classiftcation

Lease agreements are classified as finance leases if lhe lease agreements lransfer substanually all of the risks and rewards of.
ownership to the Iessee all other Ieases are classilied as operalmg leases. .

When assets are leased under a finance lease, the net present value of the lease payments plus any guaranteed residual value
payments, where applicable, is recognised as a receivable vithin Loans and advances 1o customers. The difference between the
gross receivable and the present value of the receivable Is recognised as unearned finance lease income.

Fees and commission income and expense

Fees and commissions which are not an integral part of the effective interest rate (such as commission associated vith the sale
of insurance undervaitten by a third party) are generally recognised in the Statement of comprehensive income on an accruals
basis when the service has been provided. . :

1.3 Financial assets and liabilities

Flnancual assels comprise Amounts due from group undertakmgs Loans and advances to customers, Other deblors and Cash
and cash equivalents. Financial liabilities comprise Borrovred funds.

Financial assets and liabilities are recognised vhen the Company becomes a party to the contractual provisions of the
instrument. Financial assets and liabilities are derecognised when the rights to receive cash flows, or obligations to pay cash
flowss, have expired.

Interest bearing financial assets and financial liabilities are recegnised and measured at amortised cost inclusive of transaction
costs, using the effective interest rate method.

.
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Notes to the financial statements (continued)
For the year ended 31 December 2017

1.

1.4

1.5

1.6

1.7°

Accounting policles (continued)

Dividends )

Dividends on ordinary shares are recognised through équily In the period in which they are paid.
Impairment

Loans and advances to customers

At each balance sheet date the Company assesses whether, as a resuit of one or mare events occurring after inltial recognition,

there is objective evidence that a financial asset or group of financial assets has become impaired. Evidence of impairment may

include indications that the borrower or group of borroveers are experiencing significant financial difficulty, default. or delinquency
in interest or principal payments, it becoming probable that the borrower vilf enter bankrupicy or other financial reorganisation or
the debt being restructured to reduce the burden on the borrower. .

- Included vithin Loans and advances to customers are certain hire purchase coniracts referred to as Personal Contract Purchase

- ("PCP") agreements. Under the terms of these agreements, customers have the option to either purchase the leased vehicle at

the end of the lease term for a pre-agreed sum (the “pre- agreed reS|dual value") or to return the vehlcle for sale by lhe Company
at auction.

If there is objectlive evidence that an impairment loss has been incurred, a provision Is established which is calculated as the
difference between the balance sheet carrying value of the assel and ‘the present value of estimated future cash flovss
discounted at that asset's original effective interest rate. If an asset has a variable Interest rate, the discount rate used for
measuring the impairment loss is the current effective interest rate. The calcutation of the present value of the estimated future
cash flovss of a collateralised asset or group of assets refiects lhe cash flows that may resuit from foreclosure less the costs of
obtaining and selling the collateral. .

If there is no objective evidence of individual impairment, the asset is included in a group of financial assels vith similar credit
risk characteristics and collectively assessed for impairment. Future cash flows are estimated on the basis of the contraclual
cash flovs of the assets in the group and historical loss experience for assets vith similar credit risk characteristics. Historical
loss experience is adjusted on the basis of current observable data to reflect the effects of curcent conditions that did not affect
the period on vhich the historical Ioss experience is based and to remove the effects of conditions in the historical period that do
not exist currenlly.

If, ina subsequent period, the amount of the impairment loss decreases and the decrease can be relaled objectively to an event
occurring after the impairment was recognised, such as an improvement in the borrower’s credit rating, the provision is adjusted
and the amount of the reversal is recognised in the Statement of comprehensive income.

When a loan or advance is uncollectable, it is written off against the related provision once all the necessary procedures have '
been completed and the amount of the loss has been determined. Subsequent recoveries of amounts previously vritten off are
recognised in the Statement of comprehensive income on a cash receipts basis.

Cash and cash equivalents

For the purposes of the Balance sheet and Cash flow statement, Cash and cash equivalents comprise cash in hand, demand
deposits and other short term highly liquid investments vith original maturilies of less than three months.

Taxation

Tax expense comprises current and deferred tax. Current and deferred tax are charged or credited in the income statement
except to the extent that the tax arises from a transaction or event which is recognised in the samé or a different period, outside
the income statement (either in other comprehensive income, direclly in equity, or through a business combmahon) in which
case the tax appears in the same statement as the transaction that gave rise to it. .

Current tax is the amount of corporate income taxes expected to be payable or recoverable based on the profit for the period as
adjusted for items that are not taxable or not deductible, and is calculated using tax rates and laws thal were enacted or
substantively enacted at the balance sheet date. )

Current tax includes amounts provided in respect of uncertain tax positions when management expects that, upon examination
of the uncertainty by Her Majesty’s Revenue and Customs or another tax authority, it is more likely than not that an economic
outflow will accur. Provisions reflect management's best estimate of the ultimate liability based on their interpretation of tax law,
precedent and guidance, informed by external tax advice as necessary. Changes in facts and circumstances underlying these
provisions are reassessed at each balance sheet date, and the provisions are re-measured as required to reflect current
informalion.
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Notes to the financial statements (continued)
For the year ended 31 December 2017

1. Accounting policies (continued)

1.8 Provision for llabllities and charges

Provisions are recognised in respecl of present obligations arising from past events where it is probable thal outflows of
resources vill be required to setlle lhe obligations and they can be reliably estimated. .

2. Critical accounting estimates and judgements in applying accounting policies

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

Impairment of assets under Personal Contract Purchase Agreementé :

"The Company regularly reviews the expected value of all vehicles vhich it is commilted to repurchase al a predetermined price if
lhe customer chooses to return the vehicle. In determining vhether an impairmenl has occurred, the Company considers
whether there is any observable data indicating that there has been a measurable decrease in the estimated fulure proceeds
versus the price at which the Company is committed to purchase; such observable data includes whether there has been an
adverse change in the current market prices or economic conditions lhat correlate with shorifalls in market value.

The Company reviews the value of the assets that it is commilled to purchase on a monthly basis by reference to independent
market value dala and the prevailing economic condilions. The assessment of values is important to the profitability of the
Company, vith movements over extended periods of time being subject lo general fluctuations in used car valualions. The
adjustment arising from the reviews is deall vilh as sel out in note 1.5 above.

Payment Protection Insurance
. t
A

At 31 December 2017, no provision has been recagnised in these financial statements against the cost of making redress
payments to cuslomers and the related administration costs in relation to misselling of Payment Protection Insurance ("PPI").
The Company has sold PPI in relation to its: personal loan agreements and has received and setlled some claims during 2016
and 2017 in respect of past sales of PPI. While there are still a number of uncertainties as to the eventual costs from any such
contact and/or redress, the Company expecls 'that the level of payments in respect to such claims vill not be material to the
Company. '

3. Interestincome

2017 2016

£000 £'000

From hire purchase contracts 4
From personal loarns ) : . 2 7
Group interest incoma (see note 13) - 28
2 39

4. Other operating expenses

Fees payable to the Company’s auditors for the audit of the financial statements of £5,000 (2016: £4,000) have been borne by a
fellow group company and are not recharged to the Company. Accounting and adminisiration services are provided by a fellow
group underiaking and are not recharged to the Company.

5. Staff costs

The Compaﬁy did not have any employees during the year (2016: none).
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Notes to the financial statements (contmued)
For the year ended 31 December 2017

6.

Directors' emoluments

No director received any fees or emoluments from the Company dbn’ng the year (2016: £nit). The directors are employed by
other companies \ithin the Group and consnder that their services to the Company are mctdental to their other responsibilities
vithin the Group (see also note 13).

Taxation
2017 2016
£'000 £'000
Analysis of charge for the year
UK corporation tax: . .
- Current tax on taxable profit for the year . - .

Corporation tax is calcuraled at a rate of 19.25% (2016: 20.00%) of the taxable profit for the year.

There are no reconciling dtrferences between the aclual tax charge and the tax charge ‘when applying the effective tax rate to
accounting profit.

The Finance (No. 2) Act 2015 reduced the main rate of corporation tax to 19% 'wﬁh effecl from 1 April 2017. -

The Finance Act 2016 further reduced the main rate of corporation tax to 17% vilh elfect from 1 April 2020.

Trade and other receivables

2017 2016

. ) £000 £'000

Amounts due from group underiakings {see note 13) . 2 9,179
Other deblors (see note 11) | ' B 25 -
27 9,179

Loans and advances to customers

Amounts due from group undertakings is unsecured, non-inlerest bearing and repayable on demand.

At 31 December 2017, the Company recognised an asset of £25,000 (2016: £nil) in respsct of indemnities from Black Horse
Limited in relation to a specific provision (see note 11).

2017 2016

£000 £'000
Advances under hire purchase contracts ' ' 4 24
Personal loans to customers : 25 88
Gross loans and advances to customers . 29 112
Less: allowance for losses on loans and advances : (24) ~ (45)
Net loans and advances to customers ’ ' 5 67
of which: .
Due within one year ; . 8 60
Due after one year . ' ) - 7
5 67
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Notes to the financial statements (continued)
» For lhe year ended 31 December 2017

9. Loans and advances to customers (continued)

Loans and advances to customers include hire purchase receivables: -
2017 2016

£'000 "£'000
Gross investment in hire purchase conlracts receivable:
- no later than one year o 4 - 22
- later than one year and no later than five years : . - : )
4 " 25
Uneamed future finance income on hire purchase contracts ' . - AN
. S . .
“Net investment in hire purchase contracls . * 4 24
The net investment in hire purchase contracts may be analysed as followss: :
' 2017 2016
£'000 £000
- no later than one year ' 4 21
- later than one year and no later than five years ' _ - 3
1
4 24

The unguaranieed residual value is £nil (2016: £nit).

The Company provides a range of finance lease'producls in connection vith the financing of motor vehicles and equipment. The
leases typically run for periods of between 1 and 7 years.

During the year, no contingent Tentals in respect of finance leases vere recognised in the Slatement of comprehensuve income
(2016: £nil). ’

Further analysis of Loans and advances to customers is provided in note 14.

10. Borrowed funds

. 2017 . 2016
: £000 £'000
Amounts due to group undertakings (see note 13) : o . ‘ 326 -

Amounts due to group undertakmgs Is unsecured and repayable on demand although there is no expectallon that such a
demand would be made.

11. Provision for liabilities and charges

Total
‘ . - _ £'000

At 1 January-and 31 December 2016 i : . -
Charge for the year ) 25
At 31 December 2017 ~ ' ' ' - 25

During the year, Uloyds Banking Group undertook an exercise relating to potential retrospective reclification aclivity to provide
redress to affected customers in relation to arrears management. The Company has provided for £25,000 (2016: £nil) relating to
these redress claims. Black Horse Limited vall indemnify the Company against all aclions arising from this issue (see note 8).
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Notes to the financial statements (continued)
For the year ended 31 December 2017

12.

13.

14.

Share capital : ) .
' 2017 2016
£'000 £000

Allotted, issued and fully paid . ) -
100 ordinary shares of £1 each ’ v L - ) -

Related party transactions

The Company is controlled by the Retail Finanée Division. A number of lransactions are entered into vith refated parlies in the
normal course of business. These include loan and fee transaclions. A summary of the outstanding balances at the year end
and the related income for the year are set out belovs.

2017 2016

. . £'000 £'000
Amounts due from group undertakings . : ' ’ .
Black Horse Limited (see note 8) o 2 9,179
Amounts due to group undertakings
Lloyds Bank plc (see nole 10) - 326 -
Cash and cash equlvalenls held with group undertakings ~ .
Lloyds Bank pic . _ A ) ' 420 373

_Interest Income ' ) .

Black Horse Limited (see note 3) - 4 28

The above balances are unsecured in nalure and are expected to be settlied in cash or by cash equivalents. Transaclions in the
year are those reflected through the Statement of comprehensive income.

Key managemem personnel

Key management personnel are those persons having authority and responsmxlnty for planning and controlling the activities of
the Campany. Accordingly, key management is comprised of the directors of the. Company and the Retail Finance Division.
There were no transaclions between the Company and key management personnel during the current or preceding year. Key
management personnel are employed by other companies vithin the Group and consnder that their services to the Company are
Incidental to their other activities vithin the Group.

Financial risk management

The Company's operalions expose it to credit risk, liquidity risk and market risk; it is not exposed to any significant interest rate
risk, market risk and foreign exchange risk. Responsibility for the control of overall risk lies vilh the board of direclors, operating
vithin a management framework established by the Retail Finance Division, and the ultimate parent, Lloyds Banking Group plc.
The remaining liquidity risk faced by the Company is in substance managed and borne by other group undertakings which fund
the Company and credit risk Is carefully monitored by Relall Finance's credit commiltee and credit funclions. Market risk is
managed by the Company through the terms negotiated in commercial agreements and management regularly revieving its
purtfollo of leases for impairment. .

A description of the Company’s financial assetsfiabililies and associated accounting is provided in note 1.

Credit risk

-Credit nsk management

Credit nsk is the risk that a counterparty vall be unable lo pay amounts In full vhen due. The credit risk associated with
instalment credit contracts Is managed through the application of strict undervaiting criteria; determined by Retail Finance's
credit committee and credit functions. Significant credit exposures are measured and reported on a regular basis. Impalrment
provisions are provided for losses that have been incurred at the balance sheet date.

In measuning the credit risk of loans and advances, the Company refiects three components: (i) the ‘probability of default’ by the
client or'counterparty on its contractual obtigations; (i} current exposures to the counterparty and their likely fulure development,
from which the Company derives the ‘exposure at default’; and (jii) the likely recavery ratio on the defaulted obligations (the ‘loss
given default'). .

Cash and cash equivalents are held with other companies within the Group. The credit risk assaociated vith these financlal
assets and Amounts due from group undertakings is not considered-to be significant.
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Notes to the fmanclal statements (contmued)
For the year ended 31 December 2017

14. Financial risk managementb (continued)

14.1 Credit risk (continued)

Credit risk mitigation

Credit principles and policy: Group Risk sets out the Group credit principles and policy according to which credit risk is

" managed, which in. turn is 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
guldelines, which define the responsibilities of lending officers and provide a dlsmpllned and focused benchmark for
credit decisions.

Credit scoring: in its principal Retail portfolios, the Company uses statistically based decision techniques (primarily credit
scoring). Divisional risk departments review scorecard effectiveness and approve changes, wilth material changes -

_ subject to Group Risk approval.

Concentration risk: Credit risk management includes portfolio controls on certain industries, sectors and product lines

" that reflect risk appelite and which operate at a divisional level. Credit policy is aligned to risk appetite and resliricts

exposure to certain high risk and more vulnerable sectors. At a divisional level, exposures are monitored to prevent
excessive, concentralion of risk. These concentration risk conlrols are not necessarily-in the form of a maximum limit on
lending bul may instead require new business in concenlrated sectors-to fulfil addilional hurdle requirements.

Stress testing and scenario analysis at a divisional level: The credit portfolio is also subjected to stress leslmg and
scenario analysis, to simulate outcomes and calculate their associated impact.

Credit concentration - Loans and advances to customers

The Company lends predominantly to retail customers (being private individuals) geographically located in the United Kingdom.

Loans and advances to customers — maximum exposure : -
: ’ 2017 2016
£'000 £000
Neither past due nor impaired ’ 7 59
Past due bul not impaired 3 R -
Impaired ) 19 ) 45
Maximum exposure ~ loans and advances ' 29 112
Maximum credit exposure ’ ' ' N 29 o112
Loans and advances to customers which are nelther bast due nor impalred : :
) 2017 2016
£'000 £'000
Good quality : : 7 51
Satisfactory quality : . - 8
Total 7 59

In general, good quality lending comprises those balances with a lower probability to default raling assigned and the rating
progressively increases for each calegory exhibiting a progressively higher probability to default.
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Notes to the financial statements (continued)
For the year ended 31 December 2017

14,

14.1

Financial risk management (continued)
Credit risk (continued) ; .

Loans and advances to customers which are past due but not impalred

2017 2016
; £'000 £'000
Past due up lo 30 days ) ’ : . 3 : 8
Past due is defined as failure to make a payment vshen it falls due.
. Allowance for loans and advances to customers which are impaired ' ]
2017 2016
£'000 . £'000
Brought fonward . . . 45 ’ 96
Advances vaitten off ’ . (17) (65)
(Gain)/charge for year (including recoveries) . (4) 13
Recoveries of prior advances vritten off ’ - o1
At 31 December ) 24 45

14.2

The criteria used to determine thal there is objective evidence of an 1mpalrment is dnsctosed in note 1.5. All Loans and advances
to customers are individually assessed for impairment: .

Included w:lhm the provision for the year is £7, 000 (2016: £7,000) relating to impairment of assets under PCP agreements (See
note 2 for further de(alls)

Repossessed collateral
Collateral held against Loans and advances to customers is- principally comprised of motor vehicles. The Company does not

take physical possession of any collateral; instead it uses agents to realise the collateral's value as soon as pracllcable, usually
at auction; to sellle indebtedness. Any surplus funds are then returned (o the borrower or are othervise dealt with in accordance

-vith appropnate insolvency regulations.

During the year the Company repossessed collateral in respect of defaulted debt with a value of £nil (2016: £nil).

Liquidity risk

- Liquidity risk is the risk that the Company is unable to mest its obligalions as they fall due. To manage this risk extensive

143

. 14.4

borrowing facililies are available from within the Group.

Liquidity risks are managed as part of the Group-by an intermediate parent company, Lioyds Bank plc, in consultation vith the
board of directors. Monthly reviews of funding positions are undertaken to anticipate any shortfalls.

Market risk

The Company Is exposed to market risk, hovever the duec!ors do not consxder it to be a material exposure, and believe the
exposure to be fully managed. .

The leasing portfolio includes agreements where the Company has a risk in respect of residual value of the assets. This area of

credit policy is monitored by a residual value commillee which meels on a regular basis to consider the exposure takmg into
account current and projected industry trends in addition to lhe Company’s ovn risk management data.

Financial strategy

The Company does not trade in financial instruments, nor does it use derivatives.

\ " .
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Notes to the financial statements (continued)
For the year ended 31 December 2017

14. Financial risk management (continued) -

14.5° Fair values of financial assets and Habllitles

The fair value of a financial inslrumenl is the amount at which the instrument could be exchanged in a current transaction
between villing parties, other than in a forced or hqundallon sale.

Fair values of Loans and advances to customers are considered to be level 2 in the valualion” hierarchy as their fair value is
estimated by discounting anticipated cash flows (including interest at contractual rales) al market rates for similar Ioans
" prevailing at the balance sheet dale, . .

The directors consider that there are no significant dlf{erences between the carrylng amounts shown in the Balance sheel and
the fair value.

.

15. Capital disclosures

The Company’s objectives vwhen managing capital are to safeguard the entity’s ability to continue as a going concem, provide an
adequate return to its shareholders through pricing products and services commensurately with the !evel of fisk and, indirectly,
to support the Group's regulatory capnal requirements.

The Companys parent manages the Companys capital slructu?e‘and advises the board of direclors to consider making
adjustments to it in the light of changes in economic conditions and the risk characteristics of the underlying assets. In order to
maintain or adjust the capital structure, the board of directors may adjust the amount of dividends to be paid to shareholders,
relurn capilal to shareholders, issue new shares, or sell assets. -
The Company’s capllal comprises all components of equity, movements in which appear in the Statement of changes in equity.
The Company receives ils funding requirements from its fellow group undertakings and does not ralse funding externally.

16. Contingent llabilities and capital commitments

There were no conlracted capital commitments at the balance sheet date (2016: £nil).

The Company provides for potential tax liabilities that may arise on the basis of the amounis expecled to be paid lo tax .

authorities. This includes open maltters where Her Majesty’s Revenue and Customs ("HMRC"™) adop! a different interpretation
and application of tax law which might lead to additional tax. A number of group companies, including the Company, have an
' open matter in relation to a claim for group relief of losses incurred in a former Irish banking subsidiary of the Group, which
ceased lrading on 31 December 2010. In the second half of 2013 HMRC informed the Group that their interpretation of the UK
rules, permilting the offset of such losses, denies these claims; if HMRC's position is- found to be correct, management
estimates that this would result in an increase in the Company’s current tax liability of approximately £499,000 (2016: £489,000)..

The Group does not agree with HMRC's posilion and, having taken appropriate adwce does not consider that this is a case
where addilional {ax vill ultimately fall due on the Company

17. Post balance sheet events

There are no post balance sheet events requiring disclosure in these financial statements.

15 Lex Aulolease Carselect Limited
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Notes to the financial statements (continued)

For the year ended 31 December 2017

18. Future developments

The following pronouncements wiill be relevant to the Company. but vere not effective at 31 December 2017 and have not been
applied in preparing (hese financial statements. .

Pronouncement

Nature of change

_Effective date

IFRS 9 'Financial Inslruments'

Replaces JAS -39 Financial Instruments:
Recognition and Measurement. IFRS 9 requires

financial assets to be classified into one of three -

measurement categories, fair value through profit

or loss, fair value through other comprehensive -

income and amortised cost, on the basis of the
objectives of the entily's business model for
managing its financial assets and the contractual
cash flow characteristics of the instruments. IFRS
9 also replaces the existing ‘incurred loss'
impairment approach with an expected credit loss
approach. The hedge accounling requirements of
IFRS 9 are more closely aligned with risk
management practices and follow a more principle
based approach than IAS 39.

Annual periods beginning on or

.after 1 January 2018

Amendments to other accounting
standards

The IASB has issued amendments to JAS 12
Income Taxes and IFRIC 23 Uncedainty over
Income Tax Treatments.

Annual periods beginning on or
after 1 January 2019

The full impact of these pronouncements is being assessed by the Company. However, the initial view is that they are not
expected to cause any malerial adjusiments to the reported numbers in the financial statements. .

19. Ultimate parent undertaking and controlling party

“The immédiate parent company is ACL Autolease Holdings Limited (incorporated in England and Wales). The company
regarded by the directors as the ullimale parent company and controlling party is Lloyds Banking Group plc (incorporated in
Scotland), which is also the parent undertaking of the largest group of undertakings for which group financial statements are

- drawn up and of which the Company is a member. Lloyds Bank plc is the parent undertaking of the smallest such group of
. underiakings. Copies of the financial statements of both companies may be obtained from Group Secretariat, Lioyds Banking
Group plc, 25 Gresham Street, London, EC2V 7HN. The Lioyds Banking Group plc fi nanc:al statements may be dovmnioaded via

- vAav.lloydsbankinggroup.com.
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Independent Auditors' report to the member of Lex Autolease Carselect Limited

Report on the audit of the financial statements

Opinion

' In our oplnlon Lex Aulolease Carselect lexled s financial statements:

- give a true and fair views of the state of the Company’s affairs as at 31 December 2017 and of |ls profit and cash ﬂous for the
: year then ended;, .

- have been propenrly prepared in accordance vith IFRSs as adopted by the European Union; and

- have been prepared in accordance vith the requirements of the Companies Act 2006.

N

We have audited the financial statements, included vithin the Annual report and accounts (the "Annual Report™), which comprise: the
Balance sheet as at 31 December 2017; lhe Statement of comprehensive income, the Cash flow statement and the Stalement of
changes in equity for the year then ended; and the Noles to the financial stalements, which include a descriplion of the s:gmﬁcanl
accounling policies. '

Basis for opinion . ’ . . :

We conducted our audit in accordance with International Standards on Auditing (UK). ("ISAs (UK)") and applicable lav. Our
responsibilities under ISAs (UK) are further described in the Auditors' responsibilities for the audit of the financial statemenls section of
our report. We believe that the audit evidence e have obtained is sufficient and appropriate to provide a basls for our opinion.

Independence ’

We remained independent of the Company in accordance vith the ethical requirements that are relevant to our audit of the financial
statements in the UK, which includes the FRC's Ethical Standard, and we have fulfilled our other ethical respansibilities in accordance
wilh these requirements. T

Conclusions relating to going concern
We have nothing to report in respect of the folloving matters in refation to which 1SAs (UK) require us to report to you when:
: the direg:tors' use of the going concern basis of accounting In the preparation of the financial statements Is not appropriate; or

- the directors have not disclosed in the financial statements any identified material uncertainties that may cast significant doubt
about the Company’s abillty to continue to adopt the going concern basis of accounting for a perlod of at least twelve months
from the date when the financial statements are authorised for issue.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the Company‘s ability to
continue as a going cancern.

Reporting on other information

The other information comprises all of the information in the Annual-Report other than the financial stalements and our auditors' report
thereon. The directors are responsible for the other information. Our opinion on the financial stalemenis does not cover the other
information and, accordingly, we do not_express an audit opinion or, except to the extent olhenvise explicitly stated in this report, any
form of assurance thereon.

In connection vith our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider
vihether the other informalion jis materally inconsistent with the financial statements or our knowdedge obtained in the audit, or
othenvise appears to be materially misstated. If we identify an apparent material inconsistency or material misstatement, we are
required to perform procedures to conclude whelher there is a material misstatement of the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that there is a malerial misstatement of
this other information, we are required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Directors’ report, \;.'e also‘considered whether the disclosures required by the UK Companlés Act 2006 have been
included. < .

" Based on these responsibilities described above and our work undertaken in the course of the audit, ISAs (UK} require us also to
report certain opinions and matters as described belows.

Directors’ report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Directors’ repoit for the year ended
31 December 2017 is consistent with the financial statements and has been prepared in accordance wnh applicable legal
reqUIremenls

In light of the knovdedge and understanding of the Company and its environment obtained in the caurse of the audit, ve did not identify
any material misstatements in the Directors' report.

17 Lex Autolease Carselect Limited



‘ ' Independent Auditors report to the member of Lex Autolease Carselect leited
} (contmued)

Responsibilities for the financial statements and the audit

Responszb:lll/es of Ihe diractors for the fi nanc:al statements

" As explalned more fully In the Slatement of directors’ responsibilities set out on page 2, lhe directors are responsible for the

preparation of the financial statéements in-accordance vith the applicable framework and for being satisfied that they give a true and
fair'view. The directors are also résponsibfe for such internal control as they determine is necessary to enable the preparallon of
financial statements that are free from material misstatement, whether due.to fraud or error. .

In preparing the financlal statements, the directors are responsible for assessing the Company’s abilily to continue as a golng concern, ’
disclosing as applicable, matters refated to going concern and using the going concern basis of accounting untess the' drrectors either

_intend to Ilquidate the Company or 'to cease operalions, or have no realistic alternalive but to do so.

Auditors' responsibililies for.the audit of the fi inancial stalements -

- Our objeclives are to oblain reasonabls assurance about whether the financial statements as a whole are free from material

misslatement, whether due to fraud or emor, and to issue an'auditors' report that includes our opinion. Reasonable assurance is a high

‘ " level of assurance, but is not a guarantee that- an audit conducted in accordance vith ISAs (UK) vill alvays detect a material -
. misstatement when ‘it exisls. Misstalements can arise from fraud or error and are considered material if, individually or in the -

aggregale, they could reasonably be expected to inﬂuence the economic decisions of users taken on the basis of. these financlal
statements. , \ .

"A furher description of our responslblmles for the audil-of the financial slalemems Is localed ‘on lhe FRCs website at:

vawv.frc.org. uklaudllorsresponslbllltles This descnptlon forms part of our auditors’ repon

Use of this report

This report, including the opinions, has been prepared for and only for the Company’s member as a body in accordance with: Chapler KR
of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or assume responsibility

- for any other purpose or to any othér person to vihom this report is shown or into whose hands it may come save where. expressly

‘agreed by our prior consen! in vn!mg

Other required reporting '

Compames Act 2006 exceptlon reportlng h . ’ ' - .
Under the Companies Act 2006 e are requlred to report to you if, in our opmlon
- we have not received all the information and explanations we requlre for our audit; or

- -adequate accounlmg records have not been kept by lhe Company, or returns adequate for our audit have nol been recelved
from branches not visited by us; or . .

Ce certain dlsclosures of dureclors remunerauon specified by law are not made; or

- "lhe financial statements are not in agreement vith the accounhng records and relums.

We have no exceptions to repod ansing from this responsrbmty

Entitlement to exemptions -

Under lhe Companies ‘Act 2006'vre are required {6 report to you if, in our opinfon, the directors were not entitled to take ad\rantage of
the small companies exemption from preparing a stralegic report. We have no exceptions to report-arising from this responsibility.

Mark Eliis (Senior Siatutory Auditor)

for and on behalf of PricevalérhouseCodpers LLP
Chartered Accountants’ and Statutory Auditors
One Kingsway

" Cardiff
. CF10 3PW
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