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 LOMBARD BUSINESS LEASING LIMITED - o S 04314962
STRATEGIC REPORT - -
ACTIVITIES AND BUSINESS REVIEW -

- Actiyity

. .The prmmpal activity of Lombard Busmess Leasmg‘lelted (the Company) contlnues to be the
- provision of credit finance by way of: Ieasung

The Company is a subsrdlary of NatWest Group plc which provides the Company wrth direction and
access to all central resources it'needs and determines policies in all key areas such as finance, risk,

human resources or environment. For this reason, the directors believe that performance indicators
specific to the Company are not necessary or appropriate for an understanding of the development,
_performance or position of the business. The annual reports of NatWest Group plc review these matters
on a group basis. A copy of the NatWest*Group annual report is available -at. www.natwestgroup.com-
and on Companies House website. A copy can also be requested from Legal, Governance and
Regulatory Affairs, NatWest Group, Gogarburn, Edinburgh, PO Box 1000, EH12 1HQ. : .

NatWest Group comprises NatWest Group plc, its sub3|dlanes and assocuated undertaklngs
Revnew of the year

Business review . :
" The directors are satisfied with the Company’s performance in the year. During the year a review was
carried out over the activities of the immediate parent company, Lombard North Central PLC and its
subsidiaries. As a result of that review a decision was made that whilst the Company would continue to
take on new business it would be at a reduced level with effect from 1 January 2021 and that has led to
" areduction.in the size of the Balance Sheet. The Company will be guided by its shareholders in seeking
further opportunities for growth.

' Financial performance
The Company's financial performance is presentéd on pages from '1‘1. to 13.

Turnover increased by £3,956k (2020: decreased by £17,054k), cost of sales increased by £1,960k

" (2020:.decreased by £11,324k), depreciation decreased by £6,709k (2020: increased by £1,280k) and
expenses decreased by £3,096k (2020: increased. by £1,433k). After impairment reversals of £4,882k
(2020: losses of £10,781k) and finance costs of £543k (2020: £1,851k), the profit after tax for the year
was £41,330k (2020: £13 452k) an increase of 207% over 2020.

No d|V|dend was paid during the year (2020 £50 ,000k).

At the end of the year, the baIance sheet showed total assets of £905,090k (2020: £1,156,820k),
including income-generating assets comprising finance lease receivables £686,845k (2020: £873,651k)
-and assets held for use in operating leases £195,778k (2020: £256 420k) Total shareholders’ funds
were £58,173k (2020: £16,843k).

‘ Prinoipal risksand uncertainties
The Company seeks to'minimise its exposure to financial risks 'other than credit risks
~ Management focuses on both the overa|| balance sheet structure and the control, within prudent limits,
* of risk arising from mismatches, including currency, maturity, interest rate and liquidity. It is undertaken
within limits and other policy parameters set by the Group Asset and Llablllty Management Committee
(Group ALCO) ‘

The Company is mainly funded by facilities from Lombard North Central PLC. The majority of these are”
denominated in sterling which is the functional currency and '_carry no significant financial risk.
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STRATEGIC REPORT
Prmclpal risks and uncertainties (contmued)

The Companys assets mainly comprise of operating lease assets and finance lease recelvables which’
would expose it to interest rate, currency, credit, liquidity, market and residual value risk.

The principal risks associated with the Company are as follows: - -

“Market risk . ’
Market risk is the potential ‘for loss as a result of adverse changes in risk factors including interest rates,
‘foreign currency and equrty prices together W|th related parameters such as market volatllltles

The pnncrpal market risk to which the Company is exposed is interest rate risk.

. Interest rate risk : .
Finance lease receivables are based on fixed and floating rates. These are funded primarily through
balances owed to group undertakings, which are also a mix of fixed and floating rates. The_repricing
maturity profile of the financial assets of the Company may be different.to that of the assocrated
borrowings and hence glve potential exposure to interest rate risk. :

The Company manages mterest rate nsk by monltonng the conS|stency in the interest rate prof ile of its
assets and liabilities and limiting any repricing mismatches.

Currency risk ' '

The Company undertakes certaln transactions denomlnated in foreign currencies, hence exchange rate
fluctuations -arise. The Companys policy is normally to match fore|gn currency receivables with
borrowmgs in the same currency.

Credrt risk

Credit risk management seeks to match the-risk of credit failure to price vof‘credit on granting a facility
whilst maintaining credit risk exposure in line with approved appetlte for the risk that customers will be
unable to meet their obllgatlons to the Company.-

~The'key pnncrples of the group’s credit risk management framework provides oversrght and challenge
of frontline credit risk management actrvrtres Governance activities include:

e . Defining credit risk appetite measures for the management of concentration risk and credit
policy to establish the key causes of risk in the process of providing credit and the controls that
must be in place to mitigate them.

e Approving and monltormg operational limits for business segments and credlt ||m|ts for
customers.

¢ Oversight of the first Ilne of defence to ensure that credit risk remains wrthln the appetrte set by
the Board and that controls are being operated adeq uately and effectively.

e Assessing the adequacy of expected credit loss. provisions including approving key IFRS 9
inputs (such-as significant increase in credit risk (SICR) thresholds) and any-necessary in model

~and post model adjustments through NatWest Group and busmess unit provrsrons and model.
_committees.
. Development and approval of cred|t grading models.

quurdlty risk

. L|qU|d1ty nsk arises where assets and liabilities have dlfferent contractual maturities. Management
focuses on risk arising from the mismatch of maturities across the balance sheet and from undrawn
‘commitments and other contlngent obllgatlons

" The Company manages |ts |IQUIdlty risk by havrng access to Group fundmg
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- STRATEGIC REPORT

Principal risks and uncertainties (continue'd)

ReS|dua| value risk

Residual value r|sk is the nsk that the value of a lease asset at the end of the lease term is less than
estimated at inception of the Iease contract and thus the Company may be subject to losses on disposal
of the lease asset. The Company manages this risk through an in-house residual value setting and
forecasting process which governs minimum standards for management and mitigation of residual value
risks. Residual values are established by reference to various sources of independent and proprietary
knowledge. The Company monitors the asset risk exposure and its pncnng level against current and
expected future market development on a continuous basis and adjusts its residual values for new '
leases accordingly. Other methods of managing this risk include the use of buybacks, guarantees and
spht-nsk arrangements and- chargmg for asset |mpa|rment such as excess mileage or damages.

Stakeholder engagement and s.172(1) statement

This section of the Strateglc report describes how the directors have had regard to the matters set out
in section 172(1) (a) to (f), and forms the dlrectors statement required under section 414CZA of the
Compames Act 2006

The Company is a wholly owned subsnduary of NatWest Group plc. As such, its operations are allgned
to the strategy and purpose of NatWest Group plc and it follows the policies and procedures of NatWest .
Group plc as apphcable This is reflected as approprlate in the dlsclosures below.

‘Board’ engagement with stakeholders

NatWest Group recognises the importance of engagmg with stakeholders and understandmg their
views, to help mform strategy and Board discussions and decusnon makmg

Our Stakeholders | o A

The Companys key stakeholders and the engagement methods used by directors to understand thelr
views and interests are set out below. .

The Company s key stakeholder is its sole shareholder Lombard North Central plc, which manages the
relationships with other stakeholders on behalf of the Company.

The Company's indirect stakeholders are busm‘ess customers of all sizes, from small family run
businesses to large commercial enterprises, a panel of selected asset finance brokers, NatWest
employees (“colleagues”, being full time, part time, contractors and agency staff employed by NatWest
Group) engaged on Company related work, and suppliers who support the Company in the provision of
elements of its products and services.

Customers ' : :
At Natwest Group, we want to know what our customers think about us. It helps us better understand
their needs and'improve the products and services. we offer. . .

During the year, the board recei\ied regular updates on customer issues through Lombard customer
satisfaction surveys customer feedback and complaint volumes

Further mformatlon on customers can be found |n the NatWest Group plc 2021 Annual Report and
Accounts. : :
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Stakeholdervengagement and s.172(1) staternent (continued)
" Our Stakeholders(continued)

Colleagues ‘

We want NatWest Group tobe a great place to work. By offenng a fulfilling job, a healthy workplace, fair

rewards, excellent development and great leadership, we belreve together our colleagues can thrive and
. unlock the full potential of NatWest Group. . .

The NatWest Group undertakes an Our View Survey twice a year to track levels of staff satisfaction and
engagement. Further information on how NatWest Group engages with colleagues can be found in the
NatWest Group pIc 2021 Annual Report and Accounts. .

' Suppliers
As a purpose-led busmess we foster strong relat|onsh|ps with all our key stakeholders mcludmg our
supply chains.

‘Further information on suppllers mcludrng NatWest Group’s Suppller Charter can be found in the -
NatWest Group pic 2021 Annual Report and Accounts. : :

Communltles and environment
Making a positive contribution to the communities in which we live and- work is-integral to delivering on
" our purpose

The Company actively adopts the NatWest Group’s purpose of championing potential, helping.people,
families, and businesses to thrive. In particular the Company is supporting customers to act on the risks
and opportunities climate change presents and to transition to a low carbon economy.

_Fur'ther information on communities and environment can be found in the NatWest Group plc 2021
Annual Report and Accounts, the NatWest Group plc 2021 Climate Related Dlsclosures Report and the -
NatWest Group plc 2021 ESG Supplement , v -

Supporting effective Board discussions and decision-making

-NatWest Group’s purpose - championing potential, helping people, families and businesses to thrive -
contin‘ues to influence Board discussions and decision-making.. ’

Relevant stakeholder interests, mcludmg those of colleagues customers suppliers and others are
considered by the Board during its discussions and when it takes decisions. In making its decisions,

" ' the Board also considers the need to maintain a reputation for high standards of business conduct and
the long-term consequences of its decisions. However, Directors are mindful that it is not always
possible to achieve an outcome which meets the requrrements needs and expectations of stakeholders
who are, or may be, impacted.

All decisions taken by the board during the fnanmal year were routlne in nature but considered relevant
stakeholder interests, as approprlate

Further details on how NatWest Group plc engages wrth its stakeholders can be found in the NatWest
Group plc 2021 Annual Report and Accounts

Basis of preparation

These financial statem.ents are prepared on a Qoing concern basis, see note 1(a) on page 14.
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STRATEGIC ‘REPORT
X DIRECTORS' RESPONSIBILITIES STATEMENT

The dlrectors are responsible for preparing the annual report and fi nancral statements in accordance
with applicable law and regulations. '

J ' Company law requires the directors to prepare a Strategic report, Directors' report and financial.
: * statements for each financial year. Under that law, the directors have elected to prepare theé financial
statements in "accordance with Financial Reporting Standard (“FRS”) 101 Reduced Disclosure
Framework, and must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs at the end of the year and the profit or loss of the Company for

that year/period. In preparlng these financial statements the directors are required to:

¢ select suitable accounting polrcres and then apply them consistently;
e . make judgements and estimates that are reasonable and prudent;
e state whether FRS 101 has been followed, [subject to any materral departures drsclosed and
explained in the financial statements; and - .
T - e- make an assessment of the Company'’s ability to continue as a going concern. .

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company's transactions and disclose with reasonable accuracy at any time the financial
position of the Company and to enable them to ensure that the Strategic report, Directors’ report and
financial statements comply with the requirements of the Companies' Act 2006. They are also

. responsible for safeguarding the assets of the Company and hence for takrng reasgnable steps for the
prevention and detection of fraud and other irregularities.

o DISCLOSURE OF tNFORMATION TO AUDITOR -
Each of the directors at the date of approval of this report conﬁrms that:

e - so far as they are aware, there is no relevant audrt information of whrch the Company S audrtor is. .
unaware; and
. the directors have taken all the steps that they ought to have taken to make themselves aware of
.any relevant audit ‘information, and to establrsh that the Company's auditor is aware of that
~ information.

This confrrmatron is grven and shall be rnterpreted in accordance with the provrsrons of sectron 418 of
the Companres Act 2006.

DIRECTQRS’ INDEMNtTIES
NatWest Group plc has indemniﬁed all of the directors under the qualifying third'p'a'rty terms.
Appr_or/ed by the Board of Directors and signed on its behalf: ' , o

lan Isadc (Sep 28, 2022 17:15 GMT+1)

| J Isaac
Director

Date: sep 28, 2022
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DIRECTORS’ REPORT
The Strategic report mcludes the- review of the year and dlsclosure of lnformatlon to audltors Details of
the board's engagement with customers, suppliers and others, and how these stakeholders’ interests
have influenced board decision making are set out on pages 4 and 5 of the Strateglc Report which-.

, lncludes a section 172(1) statement.

i DIRECTO‘RS AN_D SECRETARY .

- The present diréctors_and secretary, who have se'r\fed throughout the year are listed on pége 1.
AUDITOR | |

" Ernst & Young LLP has‘expresse"d ifs wiIIingh‘essf to continue in office as auditor.

- Approved by the Bp'ard of Directors and signed_oh its behalf: o

lan isadc (Sep 28, 2022 17:15 GMT+1)

1 J Isaac
Director

Date: g p28 2022
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Opinion ' o . '

We have audited the financial statements of Lombard Business Leasing Limited (“the Company”) for the

year ended 31 December 2021 which comprise the Statement of Comprehensive Income, the Balance

Sheet, the Statement of changes in equity and the related notes1 to 18, including a summary of

significant accounting policies. The financial reporting framework that has been applied in their

preparation is applicable law and United Kingdom Accounting Standards including FRS 101 “Reduced
_Disclosure Framework (United Kingdom Generally Accepted Accounting Practice).

In our opinion- the financial statements:

* give atrue and fair view. of the Company's affarrs as at 31 December 2021 and of its profit for the '
~ year then ended,;

o have been properly prepared in. accordance wrth United ngdom Generally Accepted Accountlng '
Practlce and ' 4

e have been prepared in accordance with-the requirements of the Companies.'Act 2006.

Basis for opinion

We conducted our .audit in' accordance with International Standards on Auditing -(UK) (ISAs. (UK)) and
applicable law. ‘Our responsibilities. under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of the
~Company in accordance with the ethical requirements that are relevant to our audit of the financial
~statements in the UK, including the FRC's Ethical Standard and we have fulfilled our other ethlcal
responsrbllltles in accordance with these requrrements

We believe that the audit evidence we have obtamed is suft" cient and approprlate to provrde abasis for
- our opinion. :

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the gomg concern
basis of accounting in the preparation of the financial statements is approprlate

Based on the work we have performed, we- have not identiﬁed any material uncertainties relating to
events or conditlons that, individually or collectively, may cast significant doubt on the Company'’s ability

to continue as a going concern for a period of twelve months from when the financial statements are -’
authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described
in the relevant sections of this report. 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 concern.

Other information-
"The other information comprises the inforrnation included in the annual report, other than the financial
statements and our auditor's report thereon The directors are responsible for the other information

’ contalned W|th|n the annual report.

_ Our opinion Aon the fmancnal statements does not cover the other information and, except to the extent
otherwise explicitly stated in this report, we do not express any form of assurance conclusion thereon.
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- Our responsrblllty is to read the other mformatuon and, in domg so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in- the
course of the  audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether this gives

rise to a material misstatement in the financial statements themselves. If, based on the work we have A

performed, we conclude that there is a material misstatement of the other information, we are requrred
to.report that fact :

" We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

o . the mformatron given in the Strategic report and the Directors’ report for the: financial year for which
"~ the financial statements are prepared is consistent wrth the financial statements; and.

o the Strateglc report and D|rectors report have been prepared in accordance wrth appllcable IegaI '
requrrements .

Matters on which we are requrred to report by exceptlon

In the light of the knowledge and understandlng of the Company and its environment obtamed in the
course of the audit, we have not identified matenal mlsstatements in the strateglc report or directors’
report. . . ; .

. We have nothing to report in respect of the following matters in relation to which-the Companles Act
2006 requires us to report to you if, in-our opinion: :
e adequate accounting records have not been kept or returns adequate for our audlt have not been’
received from branches not visited by us; or .
« the financial statements are not in agreement with the accounting records and returns; or -
. certain disclosures of directors’ remuneration specified by law are not made; or
. » we have not received all the information and explanations we require for our audit.

© Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 6 the directors are
responsible for the preparation of the financial statements and for being-satisfied that they give a true:

" and fair view, and for such internal control as the directors determine.is necessary to enable the
_preparation of fi nanmal statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the directors are responsible for assessing tne Compa'ny’s ability . . ‘

to continue as a going concern, disclosing, as applicable, matters related to going concern and using -
the going concern basis of accounting unless the directors either intend to liquidate the Company orto
cease operatlons or have no realistic alternative but to do so. .

Auditor’s responsnbllmes for the audit of the fmanclal statements

© - Our objectlves are to obtain reasonable assurance about whether the fmanmal statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
“includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually-or in the
aggregate, they could reasonably be expected to lnfluence the economic decisions of users taken on -
the basis of these fi nancual statements.
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Explanation as to what extent the audrt was considered capable of detectmg lrregularmes,
mcludrng fraud

Irregularmes mcludmg fraud, are mstances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect irregularities, including fraud. The
risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one
resulting from error, as-fraud may involve deliberate concealment by, for example, forgery or intentional
misrepresentations, or through collusion. The extent to which our procedures are capable of detecting -
-irregularities, including fraud is detailed below. However, the primary responsibility for the prevention
and detection of fraud rests with both those charged with governance of the entity and management.

« We obtained an understanding of the legal and regulatory frameworks that are applicable to the
Company and determined that the most significant are those that relate to the reporting framework:
(Financial Reporting Standard FRS 101 — Reduced Disclosure framework and the Companies Act
2006) and the relevant direct tax compliance regulation in the United Kingdom. In addition, the -
Company is required to comply with laws and regulations relating to its operations, including health
and safety, anti-bribery and corruption and General Data’ Protect|on Regulation (‘GDPR’).

+ We understood how the Company is complymg with those frameworks by making mqurnes of
“management, those charged with governance, internal audit and those responsible for legal and
compliance matters.. We corroborated our inquiries through review of meeting minutes. of the
Board.

+ Based on this understanding we designed our audit procedures to identify non-compliance with

such laws-and regulations. Our procedures involved making inquiries of those charged with

- governance and senior management to understand if they were aware of any non- compllance with
laws and regulatlons affecting the flnancral statements

*  We assessed the susceptibility of the Compa_nys financial statements to material misstatement,
including how fraud might eccur by considering the controls that the Company has established to
address the risks identified by the entity and to prevent or detect fraud, including in a remote-
worklng environment;, and how management monitors these controls. We tested the
appropriateness of journal entries recorded in the general Iedger and evaluated the business
rationale for significant and/or unusual transactions. We verified that.the journals selected, where

: appropnate are supported by appropriate source documentatlon -

A further descrtption of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council's website at https://www frc.org.uk/auditorsresponsibilities. This descrlptnon
. forms part of our auditor's report ‘

¢
¢

‘ Use of our report

This report is made solely to the Companys members, as a body, in accordance with Chapter 3of Part
16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to the
Company's members those matters we are required to state to them in an auditor’s report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company’s members as a body, for our audit work, for this
report, or for the opmrons we have formed.

Docusigned by:

‘. . . £ l1° ) . ) ) . i -
ya,-—- .
SESDATEEED2CA32... o :
Robin Enstone (Senior statutory audltor) :
for and on behalf of Ernst & Young LLP, Statutory Aud|tor

Bristol-

28 September 2022 | 8:03:34 BST

10
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. STATEMENT OF COMPREHENSIVE INCOME -

* for the year ended 31 December 2021 ' ‘
| | 2021 2020 -

Income from continuing operatlons Notes £'000 £'000
Turnover '3 111,244 107,288
Cost of Sales (11,587) - (9,627)
Depreciation of property, plant and eqmpment 8 " (56,371) (63,080)

. ‘Operating expenses : "4 (3,380) (6,476)
Impairment reversals/(losses) 5 - 4,882 (10 781)
Operating profit : 44,788 17,324
' Finance costs. 6 (543) (1,851)
' Profit before tax A - 44,245 . 15,473

. g = ¢

© Tax charge - 7 (2,915) (2,021)

: 41,330 13,452

Profit and total comprehenswe income for the year

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

11

™
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BALANCE SHEET - |
as at 31 December 2021
. 2021 2020
Notes £'000 . £'000
Non-current assets - , : - " -
Property, plant and equipment 8 . 195,778 - 256,420
Finance lease receivables ' ' o 9 - 496,448 701,640
Deferred tax assets . 7 " 14,366 - 8,615
' ' ' : - 706,592 . - 966,675
Current assets . ' o : . -
Finance lease receivables s : . : 9 , ’ 190,397 - 172,011
Trade and other receivables R b : 895 = - 2,445
Inventories : - 12 . . . 2,775 , 2,056
- Prepayments, accrued income and other assets : 13 ) "~ 4,431 ' 13,633
: 198,498 190,145
Total assets . S R 905,000 1,156,820
Non-current Liabilities : : L :
Amount due to group companies . - .14 © 1,951 : 3,288
Current Liabilities ' : S o ' .
Amount due to group companies I 14 815,431 1,110,087
Accruals, deferred income and other liabilities . - 15 ) 24,064 . 26,602
" Current tax liability . - : . . 5471 -
o ' . 844,966 " 1,136,689
Total liabilities o B S 846,917 1,139,977
Equity.’ , ' ..
Called up share capital - . 16 - -
Profit and loss account - - 58,173 - 16,843
Total equity a - A 58,173 - 16,843
Total liabilities and equity ~~ - o 905,090 1,156,820

: The éccompanying notes form an integral part of these financial statements

The financial statements were approved by the Board of Dlrectors on 28th September 2022 and S|gned )
on its behalf by: A :

.

lan Isafic (Sep 28, 2022 17:15 GMT+1)

- 1'J Isaac
Director

12
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'LOMBARD BUSINESS LEASING LIMITED p
> _ STATEMENT OF CHANGES IN EQUITY
for the year.ended 31 December 2021
, Share Profit and K
: _Capital loss account ‘Total
. ) _£'000 . £'000 £000
At 1 January 2020 - 53,391 .53,391
" Profit for the year - - 13,452 13,452
Dividends paid - * (50,000)- (50,000)
At 31 December 2020 .- 16,843 16,843
Profit for the | year - 41,330 41,330
" At 31 December 2021 - 58,173 58,173

~ Total comprehenswe income e for the year of £41 330k (2020: £13 452k) was wholly attrlbutable to the

owners of the Company

The accompanylng notes form an lntegral part of these financial statements
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DocuSign Envelope ID: 58442AQE-C1 43-4712-A5BE-B91585B6B34E

' LOMBARD BUSINESS LEASING LIMITED - R 04314962
'NOTES TO THE FINANCIAL STATEMENTS
1. Accounting policies

a) Preparation and presentation of financial statements
The directors have prepared the financial statements: :
e oOna gomg concern basis after assessing principal risks, forecasts, projections and other
relevant evidence over the twelve months from the date the financial statements are approved ’
and'under FRS 101 Reduced Disclosure Framework; and
e on the historical cost basis.

- The drrectors have a reasonable expectatlon that the Company has adequate resources to continue in
operational existence for twelve months -from the date the financial statements are approved and

" therefore they have prepared the financial statements on a going concern basis. This conclusion is
based on the: directors’ assessment.of the Company’s financial position, including the expectation of
financial and operational support provided by the immediate parent company. The directors, .in relying
on this support, have considered the |mmed|ate parent companys ability to provide this support with no
issues noted . .

The Company- meets the definition of a quallfylng entity’ under FRS 100 Application of Financial _
Reporting Requirements issued by the Financial Reporting Council. '

The Company is incorporated in the UK and registered in England and Wales and the ﬁnancral
" statements are presented: '

e in accordance with the Companies Act 2006

e in sterling which is the functional currency of the Company: and .

~» with the benefit of the disclosure exemptions permitted by FRS 101 with regard to:
- . o comparative information in respect of certain assets;

-cash-flow statement; .
standards not yet effective;
related party transactions; and '
disclosure requirements of IFRS 7 “Financial Instruments: Disclosure” and IFRS
13 “Fair value Measurement '

O 0 00

Where required, equivalent disclosures are-given in the group accounts of NatWest Group plc; these
accounts are available to the public and can be obtained as set out in note 18.

The changes to IFRS that were effective from 1 January 2021 have had no material effect on the
Company’s financial statements for the year ended 31 December 2021 :

'b) Foreign currencies : C
_Transactions in foreign.currencies are translated into sterling at the foreign exchange rate ruIrng at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated
into sterling at the rates of exchange ruling at the balance sheet date Foreign exchange drfferences
arising on translatlon are reported in profit or loss.

-¢) Revenue recognition :
Turnover comprises income from finance leases, operatrng Ieases and other servrces and arises in the
United Kingdom from continuing actrvrtles

Finance lease income is allocated to accounting periods so.as to give a constant periodic rate of return

““before tax on the net investment. Unguaranteed residual values are subject to regular review, if there-is
a reduction in the estimated unguaranteed residual value, income allocation is revised and any reduction
in respect of amounts accrued is recognised |mmed|ately

Rental income during the primary period of operating leases is recognised in ‘the income statement on
a straight-line basis over the lease term unless another systematlc basis better represents the. tlme _
pattern of the asset's use.

Rental income durlng the secondary period is recognised in line with IFRS 15 "Revenue in the period
in whrch it arises. _ )

Revenue from the sale of rental assets is.recognised on transfer of ownership.
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DocuSign Envelope ID: SB442A0E-C143-4712-A5BE-B91585B6B34E
i . .J

'LOMBARD BUSINESS LEASING LIMITED - ' : . 04314962

NOTES TO THE FINANCIAL STATEMENTS L o SN
1. Accounting policies'(continued) ' ' : -

-c) Revenue recognition- (continued)

Fee income in respect of lending arrangements is consrdered mtegral to the yreld and is mcluded in the
effective interest rate on these arrangements

Fees in reéspect of services are recognlsed as the right to consideration accrues through the performance
of each distinct service obligation to the customer. The arrangements are generally contractual and the
cost of providing the service is incurred-as the service is rendered. The price is usually fi xed and always '
determinable.

Interest .income or expénse relates to financial instruments measured at amortised cost and debt
instruments classified as fair value through other comprehensrve income using the effective rnterest rate
method . ‘
d) . Taxatlon

Tax encompassing current tax and deferred tax, is recorded in the profit and loss account except income
tax.on items recognised outside profit or loss which is credited or charged to other. comprehensrve
income or to equity as appropriate.

' Current tax is income tax payable or recoverable in respect of the taxable prof' it or Ioss for the year
arising in income, other comprehensive income or in equity. Provrsron is made for current tax at rates
enacted or substantively enacted at the balance sheet date.

.-Deferred tax is the tax expected to be payable or recoverable in respect of temporary differences
between the carrying amount of an asset or liability for accounting purposes and its carrying amount for
tax purposes. Deferred tax liabilities ‘are generally recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that it is probable that they will be recovered. Deferred

. tax is not recognised ontemporary differences that arise from initial recognition of an-asset or a liability
in a transaction (other than a business combination) that at the time of the transaction affects neither .
accountmg nor taxable proﬁt or Ioss Deferred tax is calculated usin'g tax rates expected to apply-in the .

or substantlvely enacted, at the balance sheet date

e) Property, plant and equipment :

items of property, plant and equipment are stated at cost less accumulated deprecratron and rmparrment
losses. Where an item of property, plant and equipment comprises major ‘components havrng dlfferent
useful lives, they are ‘accounted for separately.

The depreciable amount‘is the cost of an asset less its residuaIAvaIue. Depreciation is charged to. profit
‘or loss on a straight-line basis so as to write-off the depreciable amount of property, plant and equipment -
(including assets owned and let on operating leases) over their estimated useful lives:-

Assets held for use in operatrng leases — over the term of the Iease

The resrdual value and useful life of property, plant and eqmpment are revrewed at each balance sheet
date and updated for any changes to prevrous estrmates :

15



DocuSign Envelope ID: 5B442A0E-C143-4712-A5BE-B91585B6B34E

LOMBARD BUSINESS LEASING LIMITED . : : : 04314962
NOTES TO THE FINANCIAL STA‘i’EMENTS
1. Accountin’g policies (continued)

) Impalrment of property, plant and equipment :

- At each balance sheet date, the Company assesses whether there is any indication that its property,
plant and equipment are impaired. If any such indication exists, the Company estimates the recoverable
amount of the asset and the impairment loss if any. The reco‘verable amount of an asset is the higher
of its fair value léss cost to sell and its value in use. Value in use is the present value of future cash

~ flows from the asset or cash-generating unit discounted at a rate that reflects market interest rates
adjusted for risks specific to the asset or cash-generating unit that have not been taken into accountin
estimating future cash flows. If the recoverable amount of the asset is less than its carrying value, an |
impairment loss is recognised immediately in profit or loss and the carrying value of the asset reduced
by the amount of the loss.. °* :

g) Inventories : :
Operating lease assets that are routlnely marketed for sale at the end of their Ieases are reclassified as
inventories and are held at lower of their carrying amount or net realisable value. Proceeds from sales
are reported as revenue. On disposal, the book value of assets that-are classified as inventories is
charged to cost of sales.

- h) Leases -
As lessor

 Finance lease contracts are those WhICh transfer substantlally aII the risks and rewards of ownership of
an asset to a customer AII other contracts with customers to lease assets are classified as operating
leases. :

_ Finance lease receivables ‘are, measured at the net investment in the lease, comprising the minimum
.lease payments and any unguaranteed residual value discounted at the interest rate implicit in the lease.

- Turnover includes finance lease income recognised at a constant periodic rate of return before tax on -
‘the net investment. Unguaranteed residual valuies are subjectto regular review; if there is a reduction
in their value, income allocation is rewsed and any reductlon in respect of amounts accrued is
recognlsed |mmed|ately <

Rental income from operating leases is recognised in turnover on a straight-line basis over the Iease_
term unless another systematic basis better represents the time pattern of the asset’s use. Operating
lease assets are included within Property, plant and equipment and depreciated over their useful lives.

i) Financial instruments
. All financial instruments are, measured at fair value on initial recognition.

Financial assets are cIassuf ed elther by business model, by product or by reference to the IFRS default
: classmcatlon

Classification by business model reflects how the Company manages its fi nancial assets to generate
cash flows. A business model assessment determines if cash flows result from holding fi nanC|aI assets
to collect the contractual cash flows; from selling those financial assets; or both.

Financial assets that-are held to collect the contractual cash flows and comprise solely payments of .
principal and.interest are measured at amortised cost. Financial assets managed under a business
model of both to collect contractual cash flows (comprlsmg solely of payments of principal and jnterest), .
and to sell are measured at fair value through other comprehensive income.

Classification by product relies on specific designation criteria which are applicable to certain classes of -
financial assets or circumstances where.accounting mismatches would otherwise arise.. The product
classifications apply to financial assets that are either designated at fair value through profit or loss, or
to equity investments de5|gnated as at fair value through other comprehensive income. In all other
instances, fair value through profit or loss is the default classification and measurement category for .
financial assets.
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ADocuSign Envelope ID: 5B442A0E-C143-4712-A5BE-B91585B6B34E -

' LOMBARD BUSINES:S.LEAS‘ING_ LIMTED N . 04314962
NOTES TG THE FINANCIAL STATEMENTS |
1. -Accounting policies (continued)

) Financial instrum‘ents (continuedl

'Regular way purchases of financial assets classified as amortised cost, are recognised on the settiement _
date; all other regular way tra_nsactions in financial assets are recognised on the trade date. ‘

All liabilities not subsequently measured at fair value are meastired at amorfised cost:

i) Impalrment of financial assets :

At each balance sheet date each financial asset or portfollo of loans measured at amortrsed cost or at
fair value through other comprehensive income, issued financial guarantee and loan commitment is
assessed for impairment. Any change in impairment is reported in the profit and loss account. Loss
allowances are forward looking, based on 12 month expected credit losses where there has not been a
significant increase in credit risk rating, otherwise allowances are based on lifetime expected losses.

Expected credit losses are a probability-weighted estimate of credit losses. The probability is determined
by the risk of defauit which is applied to the cash flow estimates. In the absence of a change in credit
rating, allowances are recognised when there is reduction in-the net present value of expected cash
flows. Following a significant increase in credit risk, ECL are adjusted from 12 months to lifetime. This
w1ll lead to a higher impairment charge »

" On restructuring where a financial asset is not derecognised the revised cash flows are used in re-
estimating the credit loss. Where restructuring causes derecognition of the original fi nancial asset, the
fair value of the replacement asset is used as the closing cash flow of the original asset.

Where, in the course of the orderly realisation of a loan, it is exchanged for equity shares or property,
the exchange is accounted for as the sale of the loan and the acquisition of equity securities or
investment property. Where the Company’s acquired interest is in equity shares, relevant policies for -
control, associates and Jornt ventures apply

k) Derecognrtlon

A financial asset is derecognlsed when the .contractual right to receive cash flows from the asset has
expired or when it has been transferred and the transfer qualifies for derecognition in accordance with
IFRS 9 “Financial Instruments

A financial liability is removed from the balance sheet when the obligation is discharged, or cancelled
or expires.

‘2. Critical accountmg polrcres and key sources of estimation uncertarnty

. The reported results of the Company are sensitive to the accounting polrcres assumptrons and
estimates that underlie the preparation of its. financial statements. In accordance with ‘their
responsibilities for these financial statements, the estimates the directors consider most important to the o
portrayal of the Company S performance and ﬁnancral condition are discussed below. :

Loan impairment provisions : :

Loan impairment provisions have been establrshed in accordance with IFRS 9. Accounting policy (j) sets
out how the expected loss approach is applied. At 31 December 2021, gross customer receivables
totalled £693,869k (2020: £890,864k) and customer impairment provisions amounted to £6,164k (2020:
£14,769k). A loan is impaired when there is objective evidence that the cash flows will not occur in the
manner expected when the loan is advance. Such evidence includes changes in the credit rating of the
borrower, the failure to make payments in accordance with the loan agreement; significant reductions
in the value of any security, breach of limits or ‘covenants; and observablé data: about relevant

- macroeconomic measures. :

Resrdual values

The Company assesses objectrve evidence for impairment of resrdual values at each balance sheet

date adjusting the depreciation recognised on operating leases amount accordingly. An impairment loss .

is incurred and measured as the shortfall between the carrying value of the residual interest and the
~ discounted value of the estimated future cash flows, including cash flows from guarantors. ,
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DocuSign Envelope ID: 5B442A0E-C143-4712-A5BE-B91585B6B34E

LOMBARD BUSINESS LEASING LIMITED . ' ' o ' 04314962 '
, NOTES TO THE FlNANCIAL STATEMENTS
2.} Critical accounting pollcles and key sources of estimation uncertamty (contmued)

Resndual values(continued) ‘

Unguaranteed residual values are subject to regular review, if there is a reduct|on in the ﬁnance lease
receivables estimated unguaranteed residual value, income allocation is revised and any reduction in
respect of amounts accrued is recognlsed |mmed|ate|y

Leased assets '

Judgement is required in the classification of a-lease at lnceptlon and after any material amendment to
~assess whether substantlauy aII the 5|gn|f icant risks and rewards of ownership accrue to the lessor or
_the Iessee : :

—

3. Turnover

. 2021 ' 2020
‘ - , . -~ . £'000 ' £'000 .

Finance lease income , , ; . 29,337 . 22,977

Operating lease income - N . ' ' 67,920 71,607

Sale of former operating Iease assets = B C 13,319 ' 11,911
Other revenue ' . . .668 793 -

: ' R » . 111,244 . 107,288

4. ' Operating expenses

: ) o . . 2021 2020 o

. - ' L , - _.£000  £000

Commission payable : : - . : 308 103

Management fees o ' - _ - 3,304 . 4,240

Foreign exchange (gams)/losses . ‘ o 300y . - 31
Irrecoverable VAT - ' - L e 1,886 .

Other charges B , S : 68 -~ ' 216

’ = : oo o 3,380 6,476

Management fees
Management fees include the costs of staff and durectors borne by other members of the group, none
~ "of which can be apportioned meaningfully in respect of services to the Company These are re- charged .
-on an annual basis by Lombard North Central PLC. . :

Auditor’s remuneratlon ‘

" There was no charge in either the current or prior year’s financial statements for auditor’'s remuneration
as the fees of £59,500 (2020 £56, 100) were charged in the financial statements of Lombard North
Central PLC. , A
5. Impalrm_ent (reversals)/losses

. The following impairment (reversals)/ losses were recognised during the year:

2021 2020

A . L £000 . £000
. Finance lease and trade receivables . ' ' ' (4,882) 9,070
Property, plant and equipmient ~. C i o - C1,711
' SR - (4,882) - 10,781
"6. Finance costs
2021 . 2020 ,
. ‘ ) : £000 . - £'000
To.group undertakings - o : ' ' Y - 543 1,851
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' LOMBARD BUSINESS LEASING LIMITED N o o 04314962 -

NOTES TO THE FINANCIAL STATEMENTS

7. Tax

2021 2020
. £'000 £'000

Current taxation: o . o - : ‘
-UK corporation tax charge for the year : oL - 8,759 1,580
Over provision in respect of prior periods = . - S "~ (93) (102)
R : ' i " 8,666 1,478
] Deferred taxation: = Lo A T R .
(Credit)/charge for the year - : . ‘ (5,791) .. 414
Under prowsmn in respect of prior penods ' - : 40 _ 129
‘ . ' ' ' ‘ (5751). - - 543
Tax eha’rge for the year o o _ L 2,915 T2 ,021

The actual tax charge dlffers from the: expected tax charge computed by applylng the standard rate of -
UK corporation tax of 19% (2020 1 9%) as foIIows . 4 ‘

2021 2020

' : . : : £'000 =~ £'000
Expected tax charge - o ' , a ‘ -8,406 - 2,940 .
‘Non-deductible items - IS ' . 4 - 30
Adjustments in respect of prior periods. =~ . - ' : - (53) ' 27

. Remeasurement of deferred tax for changes in tax rates . A - (5,442) T (976) - -
Actual tax charge for the year . . I 2915 - 2021

- The UK Corporation tax rate. applicable to the Company from 1 April 2020 is-19%. It was announced in

- the UK Government's Budget on 3 March 2021 that the main UK corporation tax rate will increase to
25% from 1 April 2023. This change was substantively enacted on 24 May 2021. Closing deferred tax-
assets and liabilities have therefore been recalculated taking into account this change of rate and the

" applicable perlod when the deferred tax assets and Ilab|l|t|es are expected to crystallise. :

On 23 September 2022 the Chancellor of the Exchequer announced that the corporatlon tax rate will
remain at 19% from 1 April 2023 rather than increasing to 25%. This announcement of the cancellation
of the rate increase has not been enacted or substantively enacted and accordingly has no impact on
tax balances at 31 December 2021. The potential impact of this change on the deferred tax balances at
31 December 2021 would be to reduce the deferred tax asset by £5,442,000. . :

- Deferred tax

Net deferred tax asset comprises: -
. Capital

allowances
| . £'000
At 1 January 2020 - - < . A : ' (9,282)
Charge to income - . : - ' ‘ 543
Transfer from fellow group undertaklng : - - 124 .
At 31 December 2020 a R o ~ (8,615)
- Credit to income - B ' ‘ ' Co : _ (5,751)

. At 31 December 2021 ‘ : - ' : (14,366)
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LOMBARD BUSINESS LEASING LIMITED
NOTES TO THE FINANCIAL STATEMENTS

_ 8: Property, plant and equipment

04314962 °

Assets held for

use in
- operating
- " leases
2021 £'000
Cost s
1.January . 507,673
Additions . 6,754
Transfer to inventories (60,090)
31 Dec‘ember. 454,337 .
Accumulated depreclatlon and |mpa|rment : . o
1January o - 251,253
S Depreciation charge for the year: - 56,371
- . Transfer to mventones (49,065)
31 December - 258,559
"Net book \(alué
At 31 December 2021 195,778
At 31 December 2020 256,420

Security

none)

S~
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" LOMBARD BUSINESS LEASING LIMITED . , o : 04314962

ya

NOTES TO THE FINANCIAL _STATEMEN:I'S

9. _ Finance lease-receivables -

2021 . .2020

Amount recelvable under finance Ieases ' ) ) ' ' £'000 ~ £'000
Within 1 year , . _ A ) - 152,470 - 167,917 .

1to 2 years- _ ‘ : : : ' 120,691 156,341

. 2to3years - . ) . . 75,091 121,470

3to4years: . - , ' : - 50,563 - 75,405

4 to 5 years - - . 75,809 . 47,426

After 5 years . . ‘ ) . 164,043 231,063
Lease payments total » ' - ' - 638,667 799,622

Unguaranteed residual values i . ' 145,805 171,259
‘Unearned income : L S ~ (80,565) (80,324)

' Other ‘ ‘ ‘ " (11,419) (2,213)

Present value of lease payments : : . 692,488 . 888,343

Impairments _ ' C ' (5,643)- = (14,692)

Net investment in finance Iease recelvables ‘ o 686,845 - 873,651

. 2021 2020

' : . , £'000 £'000

. Due within one year ' ' : o 190,397 - 172,011

‘Due after more than one year . : . B 496,448 - 701,640

o S ‘ ' 686,845 873,651

The Company entered into new flnance lease agreements totalling £28, 740k (2020 £300 337k) durrng
. the year. The porrfollo is due to mature fully within 15 years (2020: 16 years)

. There were- no other S|gn|fcant movements or changes to the carrymg value balance other than’
collection of rentals and movement in rmparrments :

. The average effective interest rate in relation to fi nance lease agreements approximates 2. 75% (2020:
2.55%). :

10." Operating lease arrangements

‘Nature of operating lease assets in the balance sheet: - )
- '- ' R : )

2021 12020

4 ' : - £'000 , £'000
Transportation ' - ‘ ‘ ' 125,246 163,445

~_ Cars and light commercial vehicles U S ' 1,307 2,640
Production equipment” . - - - o 31,768 - 40,532
Trailers’ . _ S 18,242 26,543
Construction ' . S ' ' 12,836 . 14,875
Other ‘ - - _ .. 6,379 8,385

195,778 " 256,420
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LOMBARD BUSINESS LEASING LIMITED 04314962 °
NOTES TO THE FINANCIAL STATEMENTS
--10.  Operating lease arrangements (continued)
Theéfolllowing table shows undiscounted lease receipts from operating leases:
2021 2020
£'000 £'000
Within 1 year 54,373 66,166
1to 2 years 38,000 51,842
2 to 3-years 19,054 36,677
3to 4 years 9,355 17,976
4 to 5 years . 4,584 8,340
After 5 years 4,154 v 7,833 .
.Total ' 129,520 . 188,834
2021 2020 .
: : : - £'000 £'000
Amounts recogmsed in income statement for operating Ieases ' )
' Lease income . 67,920 71,607
1. ATrade and other receivabIes -
2021 2020
. £000 £'000
Trade receivables - 860 2,444
Other receivables 35 . 1
- 895 2,445
12. Inventories .
2021 - 2020
_ £'000 £'000
Former operating Iease assets 2,775 2,056

Inventories comprise former operatlng Iease assets which have been returned to the Company prlor to

sale.

- 13.  Prepayments, accrued income and other assets

2021

- 2020

. . £'000 £'000 -
Prepayments 14 114
Accrued income 4,417 5,873
Group relief receivable - 7,471
Value added tax recoverable - 175
- 4,431 -13,633
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NOTES TO THE FINANCIAL STATEMENTS
" 14.  Amount due to group comipanies

2021 ' 2020

, , £'000 a £000
Amount due to Lombard North Central PLC . 814,707 1,108,528
Amount due to group. compames , ‘ ' - 2,675 4,847 .
: ' ' 817,382 © 1,113,375
Current - dn ‘demand or within one year ' - ' 815431  1,1 10,087‘
Non - current: . _ : A . ) : : o
- between one and two years ' . T 1,429. - 1,304
- between two and five years o : : o 522 . -1,984
-afterflveyears : o R . : Coa -
‘ ’ 1,951 3,288
{ i 4
817,382 1,113,375
15. ) Accruals, deferred income and other liabilities
2021 2020 -
S : : , £'000 : £'000
Accruals : : S ‘ . 1452 18,306
VAT payable = - . Lo . - 13,371 -
Deferred income’ : ~ [ _ 9,241 8,296 .
» . : , ‘ - .24,064 - 26,602
: 16. Share capital
| 2021 2020
. £ o £
Allotted called up and fu|Iy pald
Equity shares .
2 ordinary shares of £1 each P . ) , 2 2

The Company has one class of ordinary shares which carries no right to fixed income.
17. - Commitments and contingent liabilities

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

23



DocusSign.Envelope ID: 58442AOE-C143-4712-ASBE-BS158SBGB34E L

| rLOMBARD BUSINESS LEASING LIMITED ‘ . o ) . 043149621 ”
NOTES TO THE FINANCIAL STATEMENTS | |

| 18. Related partles
UK Government .

The UK Government through HM Treasury is 't'he ultimate'oohtrolling party of NatWest Group plc. its .
shareholding is managed by UK Government Investments Limited, a company it wholly owns, and as a
result, the UK Government and UK Government controlled bodies are related partles of the Company. '

‘The Company enters into transactlons with these bodles on an arms'’ length basis; they include the
payment of taxes including UK corporation tax and value added tax together with transactions
undertaken in the normal course of business.

Group companies -

At 31 December 2021

-| The Company’s immediate parent was: Lombard North Central PLC .

The smallest consolidated accounts ‘including | National Westminster Bank Plc
the Company were prepared by: ' - )
The ultimate parent company was: ~ . | NatWest Group plc

All parent com panies are incorporated in the UK. Copies of their accounts may be requested from Legal,
Govemance and Regulatory Affalrs NatWest ‘Group pIc Gogarburn, PO Box 1000, Edmburgh EH12
1HQ.
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