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LLOYDS TSB MARITIME LEASING (NO 10) LIMITED

REPORT OF THE DIRECTORS
REVIEW OF BUSINESS

Dunng the year, the principal activity of the company was the leasing of plant and eguipment through finance iease transactions and this I1s
likely to continue for the foreseeable future

The results of the company show a profit before taxation of £800,000 (2011 £875,000 profit) for the year as set out In the income
statement on page 5

The company has shareholder's equity of £1,229,000 (2011 £459,000)
DIVIDENDS

The directors did not authense or pay any dividends during the year (2011 £nil)
DIRECTORS

The names of the directors of the company who were in office at the date of the signing of financial statements are shown on page 1 The
following change n directors has taken place dunng the year

Apponted Resigned/ceased to
be a director
A J Cumming - 26 April 2012
J M Herbert - 26 Apnil 2012
C G Dowsett 26 Apnl 2012 -
S C Gledhill 26 Apnl 2012 -
R O Williams 26 Apnl 2012 -
T J Cooke - 14 August 2012
R A Isaacs - 13 December 2012
S Ball 22 May 2013

No director had any interest In any matenal contract or arrangement with the company dunng or at the end of the year
STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for prepanng the directors’ report and the financal statements in accordance with applicable law and
regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors have elected to
prepare the financial statements in accordance with International Financial Reporting Standards {(IFRSs) as adopted by the European
Unmion 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 perod In prepanng these financial statements,
the directors are required to

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

. state whether applicable IFRSs as adopted by the Eurcpean Union have been followed, subject to any matenal
departures disclosed and explained in the financial statements, and

. prepare the financial statements on the going concemn basis unless 1t 1s inappropnate to presume that the company will

continue In business

The directers 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 enable them to ensure that the financial
statements comply with the Companies Act 2006 They are also responsible for safeguarding the assets of the company and hence for
taking reasonable steps for the prevention and detection of fraud and other irregulanties

DIRECTORS' INDEMNITIES
The directors have the benefit of a deed of indemnity which constitutes a "qualfying third party indemnity provision” These deeds are In
force during the whole of the financial year (or from the date of appointment in respect of the directors who join the board dunng the

financial year) The indemnities remain in force at the date of signing these financial statements Deeds for existing directors are availlable
for Inspection at the registered office of Lloyds Banking Group plc

AUDITORS AND DISCLOSURE OF INFORMATION TO AUDITORS
In the case of each director in office at the date the directors’ report is approved
. so far as the director 1s aware, there 1S no relevant audit nformation of which the company's auditors are unaware, and

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




LLOYDS TSB MARITIME LEASING (NO 10} LIMITED

REPORT OF THE DIRECTORS (CONTINUED)

AUDITORS' APPOINTMENT

PricewaterhouseCoopers LLP are deemed to be re-appointed as auditors under section 487(2) of the Companies Act 2006
PRINCIPAL RISKS AND UNCERTAINTIES

Fram the perspective of the company, the pnncipal nsks and uncertainties are integrated with the pnncipal risks of the group and are not
managed separately For further details please refer to note ‘16 - Risk management of financial instruments’ in these financial statements

KEY PERFORMANCE INDICATORS ({'KPIs"}

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

POLICY AND PRACTICE ON PAYMENT OF CREDITORS
The company fellows The Prompt Payment Code’ published by the Depariment for Businesses Innovation and Skills {(BIS) regarding the

making of payments to suppliers Information about the 'Prompt Payment Code' may be obtaned by wisiting
www promptpaymentcode org uk

The company's policy is to agree terms of payment with suppliers and these normally provide for settlement within 30 days after the date of
the invoice, except where other arrangements have been negotiated It I1s the policy of the company to abide by the agreed terms of
payment, prowided the supplier performs according to the terms of the contract

As the company owed no amounts to trade creditors at 31 December 2012, the number of days required to be shown in this report, to
compiy with the prowisions of the Companies Act 2006, 1s nil (2011 nil)

On behalf of the board

éé@w%

C G Dowselt
Director

Date Z? 0/ ]]




LLOYDS TSB MARITIME LEASING (NOQ 10) LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF LLOYDS TSB MARITIME LEASING (NO 10) LIMITED

We have audited the financial statements of Lioyds TSB Mantme Leasing (No 10} Limited for the year ended 31 December 2012 which
comprise the Income Statement and Statement of Comprehensive Income, the Balance Sheet, the Statement of Changes in Shareholders’
Equity, the Cash Flow Statement, and the related notes The financial reporting framework that has been applied in ther preparation 1s
applicable law and International Financial Reperting Standards (IFRSs) as adopted by the European Union

Respactive responsibilitles of directors and auditors

As explained more fully in the Statement of Directors’ Responsibiliies set out on page 2, the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view Qur responsibility 15 to audit and express an opinion on
the financial statements in accordance with applicable law and International Standards on Auditing (UK and lIretand) Those standards
require us to comply with the Auditing Practices Board's Ethucal Standards for Auditors

This report, including the opimions, has been prepared for and only for the company's members as a body in accordance with Chapter 3 of
Part 16 of the Companies Act 2006 and for no other purpose We do not, in gnang these opinions, accept or assume responsibility for any
other purpose or to any other person to whom this report 1s shown or into whose hands it may come save where expressly agreed by our
pnor consent in wnling

Scope of the audit of the financial statements

An audit invoives obtaining evidence about the amounts and disclesures in the financial statements sufficient to give reasonable assurance
that the financial statements are free from matenal misstatement whether caused by fraud or error This includes an assessment of
whether the accounting policies are appropriate to the company's circumstances and have been consistently applied and adequately
disclosed, the reasonableness of significant accounting estmates made by the directors, and the overall presentation of the financial
statements In addition, we read all the financial and non-financial information i the report of the directors to dentify matenal
inconsistencies with the audited financial statements Hf we become aware of any apparent matenal misstatements or inconsistencies we
consider the imphications for our report

Opinion on financial statements

In our opinion the financial statements

. give a true and far view of the state of the company’s affairs as at 31 December 2012 and of its profit and cash flows for
the year then ended,

. have heen properly prepared in accordance with IFRSs as adopted by the Eurcpean Union, and

. have been prepared in accordance with the requirements of the Comparnies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the infermation given in the Directors’ Repon for the financial year for which the financial statements are prepared 15
consistent with the financial statements

Matters on which we are required to report by exception

We have nothing te report in respect of the following matters where the Companies Act 2006 requires us to report to you If, tn our opimen

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

. the financial statements are not in agreement wath 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

Mark Hoskyns-Abrahéll (Semgr Statutory Auditor)
for and on behalf of RugewatexhouseCoopers LLP

Chartered Accountants and Statutory Auditors

Edinburgh

owe 99 [os( 2613




LLOYDS TSB MARITIME LEASING (NC 10) LIMITED

INCOME STATEMENT
For the year ended 31 December 2012

Finance income
Finance costs

Other operating iIncome
Administration expenses

Profit before taxation
Taxation charge

Profit aftor tax for the year attributable to owners of the parent

The accempanying notes are an integral part of the Financial Staternents

Note

2012
£000

1,675
(931)

744

56

800
{196}

604

2011
£000

2,015
(1.128)

——

887

(12}

875
(232)

643




LLOYDS TSB MARITIME LEASING (NO 10) LIMITED

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2012

Profit after tax for the year

Other Comprehensive Income
Movement in cash flow hedges, net of tax
- changes in fair value taken to equity

Total comprehensive income for the year attributable to owners of the parent

The accompanying notes are an integral part of the Financial Statements

2012 2011
Note £000 £000
15 604 643
14 166 (319)

770 324
N — EE—




LLOYDS TSB MARITIME LEASING (NO 10) LIMITED

BALANCE SHEET
As at 31 December 2012

Assets

Non-current assets
Finance lease receivables
Deferred taxation

Total non-currgnt assets

Current asseots
Finance lease receivables
Amounts owed by group companies

Total current assets

Total agsets

Liabilities

Current flabilities
Amounts owed (o group companies
QOther creditors

Total current liabilities
Equlity
Share capital

Other reserves
Retaned earnings

Total equity

Total liabilities and equity

Note

10

13
14
15

2012 2011
£QO0 £000
20,791 30,580
277 365
21,068 30,955
10,914 8,626
2,550 1,876
13,464 10,302
34,532 41,257
32,043 40,445
360 353
33,303 40,798
(928) (1.084)
2,157 1,553
1,229 459
34,532 41,257

The financial statements on pages 5to 21 were approved by the Board of Directors on f ?/j’//] and signed on its behalf by

Cirtldarseert

C G Dowsett
Director

Registered Number 4440166

The accompanying notes are an integral part of the Financial Statements




LLOYDS TSB MARITIME LEASING (NO 10) LIMITED

STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

Note

Balance at 31 December 2010 13, 14,15
Total comprehensive iIncome for the year

Profit for the year 15
Change n farr value of denvatives 14
Balance at 31 Dacember 2011 13,14, 15
Total comprehensive Income for the year

Profit for the year 15
Change in farr value of denvatives 14
Balance at 31 December 2012 13,14 15

The accompanying notes are an integral part of the Financial Statements

Share Other Retained
capital reserves earnings Total
£000 £000 £000 £000
- (775} 910 135
- - 643 843
- (319) - @18
- (1.094) 1,553 459
- - 604 604
- 166 - 166
- {928) 2,187 1.229




LLOYDS TSB MARITIME LEASING (NO 10} LIMITED

CASH FLOW STATEMENT
For the year ended 31 December 2012

Note

Not cash flow from operating actlvities 17

Financing activities
Movement in bank borrowings

Not cash flow from financing activities

Net movement in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Cash and cash equivalents are compnsed of

Cash at bank 9

The accompanying notes are an integral part of the Financial Statements

2012 2011
£000 £000
8,198 7,988
(7.324) (7,000
(7.324) (7.000)
874 988
1,676 688
2,550 1,676
f——-—|]
2,550 1,676
2,550 1676




LLOYDS TSB MARITIME LEASING (NO 10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1 Accounting policies

The pnncipal accounting policies apphed n the preparation of these financial statements are set out below These policies have been
consistently applied to all the years presented, unless otherwise stated

The financial statements have been prepared in accordance with International Financial Reporting Standards as adopted by the European
Union, under the histoncal cost convention, as modified by the revaluation of avallable-for-sale financial assets, and financial instruments
(including denvatives) at fair value

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

The financial statements have been prepared on the going concern basis which assumes that the company will continue 1n operational
existence for the foreseeable future The validity of this assumption depends on the continuing financial support provided by Lloyds TSB
Bank plc After making appropnate enqunes, the directors believe that « 1s appropnate for the financial statements to be prepared on the
going concern basis

In prepanng these financial statements the company has adopted tAS 1 (revised) Presentation of financial statements The adoption of IAS
1 (revised) impacted the type and amount of disclosures made in these financial statements, but had no impact on the reported profits or
financial position of the ¢company In accerdance with the transiional requirements of the standards, the company has provided full
comparative information

Cntical accounting estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and assumptions that atfect the reported
amounts of assets, Labilties, Income and expenses Due to the inherent uncertainty in making estimates, actual results reported n future
penods may be based upon amounts which differ from those estimates Estimates, judgements and assumptions are conttnually evaluated
and are based on historical expenence and other factors, including expectations of future events that are believed to be reasonable under
the circumstances Rewsions to accounting estimates are recognised 1n the penod in which the estimate 1s revised and in any future
penods affected The accounting policies deemed critical to the company’s resuits and financial position, based upon matenalty and
significant judgements and estimates, are discussed below

- Impament

The company regularly reviews the portfolio of financial assets for impairment  In determining whether an imparment has occurred
at the balance sheet date the company considers whether there 1s any observable data indicating that there has been a
measurable decrease n the estimated future cash flows or therr tmings, such observable data includes whether there has been an
adverse change In the payment status of borrowers or changes in econormic conditions that correlate wath defaults on repayments
or values of underlying assets Where this i1s the case, the impairment loss is measured in accordance with note 1{b) below

1(a) Leases

Assets leased to customers are classified as finance leases If the lease agreements transfer substantially all the nisks and rewards of
ownership to the lessee, all other leases are classified as operating teases

When assets are leased under a finance lease the amount due from a lessee I1s recorded as a receivable at the present value of the lease
payments being the company's net mvestment in the lease Finance lease income 15 recognised over the lease term using the net
investment method so as to reflect a constant peniodic rate of return on the company’s net investment in the lease

Intial direct costs attnbuted to negotiating and arranging a finance lease are included in the nihal measurement of the finance lease
receivable thus reducing the amount of income recognised over the lease term Fees and commussions receved are deferred and
recognised as an adjustment to the effective interest rate on the lease over the lease term

A change in corporation tax can give nse te a reduction or increase in deferred tax Due to tax rate variation clauses in some of the
company's leases this may lead to a reduction or increase In lease rentals  This change in the lease rentals can give nse to a change in
the interest rate imphcit in the lease which when applied retrospectively, produces a one-off adjustment of the finance lease recewvables
carrying value This cne-off adjustment IS reported as either an impairment or other income 1n the Statement of Comprehensive Income or
Income Statement

1(b) Impairment

At each balance sheet date the company assesses whether, as a result of one or more events occurnng after mitial recognition, there 1s
objective evidence that a financial asset or group of financial assets has become imparred

The cntena that the company uses to determine that there 15 objective evidence of an imparrment loss include

Delinquency in contractual payments of pnncipal and/or interest,

Indications that the borrower or group of borrowers 1S expenencing significant financial difficulty,
Restructunng of debt to reduce the burden on the borrower,

Breach of loan covenants or conditions, and

Initiation of bankruptcy

a0+ o e s

If there 1s objective evidence that an impairment loss has been incurred, a provision 1s established which 1s calculated as the difference
between the balance sheet camying value of the asset and the present value of the estimated future cash flows discounted at the asset's
imphei rate in the lease

10




LLOYDS TSB MARITIME LEASING (NO 10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1 Accounting policies (continued)
1(b) Impairment {continued)

If, 1n a subseqguent pertod, the amount of the rmpairment loss decreases and the decrease can be related objectively 10 an event occurnng
after the impairment was recognised, such as an improvement in the borrower's credit raling, the carrying amount of the asset 1s increased
to the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the cammying amount that
would have been deterrnined had no impairment loss been recogmsed for the asset in pnor years A reversal of an impairment loss 1s
recognised as a credit to the income statement

1(c) Taxation
Current income tax which 1s payable on taxable profits 1s recognised as an expense In the penod in which the profits anse

Deferred tax is provided In full, using the hiability method, on temporary differences ansing between the tax bases of asseis and habilites
and their carrying amounts in the financial statements However, deferred tax 18 not accounted for if it anses from imtial recognition of an
asset or hability in a transaction other than a business comtination that at the time of the transaction affects neither accounting nor taxable
profit or loss Deferred tax 1s determined using tax rates that have been enacted or substantially enacted by the balance sheet date which
are expected to apply when the related deferred tax asset is realised or the deferred tax habity 1s setfled

Deferred tax assets are recognised where it 15 probable that future taxable profit will be available against which the temporary differences
can be utilsed Income tax payable on profits 1s recognised as an expense in the penod In wiich those profits anse The tax effects of
losses available for carry forward are recogrused as an asset when it 15 probable that future taxable profits will be available against which
these losses can be ulilsed Deferred tax related to fawr value re-measurement of financial assets and habililies, which are charged or
credited directly to equity, 15 also credited or charged directly to equity and 1s subsequently recognised in the income statement together
with the deferred garn or loss

Deferred and current tax assets and habilhes are offset when they anse in the same tax reporting group and where there 1s both a legal
nght of offset and the intention to settle on a net basis or to realise the asset and settle the habiity simultaneously

1{d} Dividends
Dmdends are recognised in equity only when the company has the obiigation te pay the ordinary shareholder
1{e} Cash and cash equivalents

For the purposes of the cash flow staterment, cash and cash equivalents comprnse cash and amounts due from banks with onginal
matunties of less than three months The pnor year cash flow comparatives have been reclassified to conform to the current year
presentation

1{f) Falr value

The far value of finance lease receivables I1s derived from a present value cash flow model of expected cash flows from the lease using
current market interest rates and margin for the nsks inherent in the lease

1(g} Derivative financlal instruments

All denvatives are recognised at therr far value Farr values are obtained from quoted market pnces in active markets, including recent
market transactions, and using valuaton technigques, mncluding discounted cash flow and options pricing models, as appropnate
Denvatives are carned in the balance sheet as assets when their fair value 1s positive and as labiities when therr fair value 1s negative

Changes 1n the fair value of any dernivative instrument that 1s not part of a hedging relationship are recogmsed immediately in the income
staternent

Denvatives embedded in financial instruments are treated as separate denvatives when their economic charactenstics and risks are not
closely related to those of the host contract and the host contract 1s not carned at fair value through profit or loss These embedded
dernivatives are measured at farr value with changes n fair value recegnised in the income statement

The method of recognising the movements in the fair value of the denvatives depends on whether they are designated as hedging
instruments and, if o, the nature of the item being hedged Hedge accounting allows one financial instrument, generally a denvative such
as a swap, to be designated as a hedge of another financial instrument such as a loan or deposit or a portiolie of the same At the
inception of the hedge relationship, formal documentation 1s drawn up specifying the hedging strategy, the hedged item and the hedging
instrument and the methodology that will be used to measure the effectiveness of the hedge relationship in offsetting changes n the fair
value or cash flow of the hedged nsk The effectiveness of the hedging relationship must be tested throughout its ife and if at any point it s
concluded that it 1s no longer highly effective in achteving its objective the hedge relationship 1s terminated

The company designates denvatives as hedges of highly probable future cash flows attnbutable to recognised assets or habiities {cash
fiow hedges)




LLOYDS TSB MARITIME LEASING (NO 10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1 Accounting policies {continued)
1(g) Derlvative financial instruments (continued)

The effective portion of changes in the farr value of denvatives that are designated and qualfy as cash flow hedges is recognised in other
comprehensive income, and In equity The gain or loss relating to the meffective portion 15 recognised immediately in the income
statement Amounts accumulated in equity are recycled to the income statement in the penods in which the hedged item affects profit or
loss When a hedging instrument expires or I1s sold, or when a hedge no fonger meets the cntena for hedge accounting, any cumulative
gam or less existing in equity at that time remains in equity and 18 recognised when the forecast transaction 1s ultimately recognised n the
income statement When a forecast transaction 18 no longer expected to occur, the cumulative gain or loss that was reported in equity is
immediately transferred to the income statement

The company documenis at the inception of the transaction the relationship between hedging instrument and the hedged tem The
company also documents its assessment both at hedge inception and on an ongoing basis, of whether the denvatives that are used In
hedging transactions are highly effective In offsetting changes in farr values or cashflows of hedged items

The full farr value of a hedging derivative is classified as a non-current asset or liability if the remaining matunty of the hedged item 1s more
than 12 months and as a current asset or habiity, if the matunty of the hedged item 15 less than 12 months

1(h) Foreign currency translation
ltems included in the financial statements are measured using the currency of the pnmary economic environment in which the enhty

operates ('the functional currency’) The financial statements are presented in sterling, which is the company's functional and presentation
currency

2 Finance Income

2012 2011
£000 £000
Finance lease income 1,675 2,015

1,675 2,015

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

3 Finance costs

2012 2011
£000 £000
Interest payable on bank loans to other group companies 293 334
Interest rate swaps Cashflow hedges 638 794
931 1,128
4 Other operating income

2012 2011
£000 £000

Other fees receivable 56 .

56 -




LLOYDS TSB MARITIME LEASING (NO 10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

§ Adminlistration expenses

2012 20114

£000 £000

Professional fees and other related expenses - 12
- 12

& Profit before taxation

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

7 Taxation charge

2012 2011
£000 £000

The taxation charge for the year compnses
Current tax payable on profit for the year 196 232
Total current tax payable for the year 196 232
Total taxation charge for the year 196 232

Where taxation on the company's profit for the year differs from the taxation charge that would anise using the standard rate of corporation
tax of 24 5% (2011 28 5%), the differences are explained below

2012 2011
E0Q00 £000
Profit before taxation 800 875
Tax at standard rate of corperation tax 196 232
Total taxation charge 196 232
8 Financo lease roceivables
Mimmum lease payments Present value of mimimum lease
payments
2012 2011 2012 201
Amounts receivable under finance leases £000 £000 £000 £000
Within 1 year 12,117 10,274 10,914 8,626
2 - 5 years inclusive 22,284 28,986 20,791 26,365
After 5 years - 4,255 - 4,225
34,401 43,515 31,705 39,216
Less Unearned finance mcome (2,6986) (4,299)
Present value of minimum {ease payments receivable 31,705 39,216

13




LLOYDS TSB MARITIME LEASING (NO 10} LIMITED

NOTES TO THE FINANCIAL STATEMENTS

8 Finance lease recelvables (continued)

2012 2011
E£Q00 £000

Analysed as
Non-current finance lease receivable 20,79 30,590
Current finance lease recelvables 10,914 8,626
31,705 39,216

The fair value of the company’s finance lease recevables at 31 December 2012 1s estimated at £31,279,000 (2011 £38,238,000)

9 Amounts owed by group companles

2012 2011
£000 £000
Cash at bank 2,550 1,676
2,550 1,676
For further details please refer to note 18
10 Amounts owed to group companies
2012 201
£000 £000
Bank borrowings 30,724 38,048
Interest payable 587 699
Group relief payable 428 240
Dernvative financial instruments (Note 11) 1,204 1,458

32,043 40,445

For further details please refer to note 18

11 Derivative financial instruments

Denvative financial instruments include interest rate swaps An interest rate swap 1s an agreement between two parties to exchange fixed
and floating interest payments, based upon interest rates defined in the contract, without the exchange of the underlying principal amounts
Aninterest rate swap option 1s an option to enter into an interest rate swap at a future date

The fair values of these dervative financial instruments are based on discounted cash flow models at 31 December 2012

Denvative transactions are with group companies See note 18 for further details of balances outstanding at the year end

The dernvatives used by the company are designated as cash flow hedges, these hedge against fluctuations 1n market interest rates and
are detailled below

The effective portion of changes i the farr value of cashflow hedges 1s recognised in other comprehensive income The ineffective portion
15 recogmsed immediately in the income statement The cash flow hedges were highly effective through out the year and no ineffectiveness
was recognised in profit or toss during the year

The full fair value of a hedging denvative 1s classified as a non-current asset or hability when the remaining hedged item 1s more than 12
months and as a current asset or hability when the remaiming hedged item s less than 12 months

i4




LLOYDS TSB MARITIME LEASING (NC 10} LIMITED

NOTES TO THE FINANCIAL STATEMENTS

11 Derlvative financial Instruments {continued)

Interest payments ansing on borrewings are settled on a quarterly basis

Contractual/ Fair Values
Notronal amount Liabilitres
£000 £000
31 December 2012
Interest rate swaps 30,724 1,204
30,724 1,204
31 December 2011
Interest rate swaps 38,048 1,458
38,048 1,458
12 Deferred taxation
2012 2011
£000 £000
At beginning of the year 365 287
Fair value movement of cashflow hedges (62) 105
Impact of tax rate change thereon (26) {27
At end of the year 277 365
Deferred taxation assets are comprised as follows
2012 2011
£000 £000
Deferred taxation assets
Cashflow hedges 277 365

Totat deferred taxation assets 277 365

On 21 March 2012, the Government announced a reduction n the rate of corporation tax to 24% with effect from 1 Apnl 2012 This
reduction was enacted under the Prowvisional Caollection of Taxes Act 1968 on 26 March 2012 In additon, the Finance Act 2012, which
passed inte law on 3 July 2012, included tegislation to reduce the main rate of corporation tax from 24% to 23% with effect from 1 Apnl
2013 The change in the main rate of corporation tax to 23% has resulted in a reduction in the Company's net deferred tax asset at 31
December 2012 of £26,000, compnsing a £26,000 charge included in equity

15




LLOYDS TSB MARITIME LEASING (NC 10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

13 Share capital

2012 2011
£ £

Allotted, 1ssued and fully paid
Ordinary shares of £1 each 100 100

100 100

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

The company's immediate parent company Is Lloyds TSB Leasing Limited The company regarded by the directors as the ultimate parent
company and uttimate controling party s Lloyds Banking Group plc, a imited hability company incorporated and domiciied in Scotland,
which 1s also the parent undertaking of the largest group of undertakings for which group accounts are drawn up and of which the company
1s a member Lloyds TSB Bank plc 1s the parent company of the smallest such group of undertakings Copies of the group accounts may
be obtained from the company secretary's office, Lloyds Banking Group plc, 25 Gresham Street, London EC2V 7HN

The company's objectives when managing capital are to safeguard the entity's ability to continue as a going concern, provide an adeguate
return to 1ts shareholder through pneing products and services commensurately with the level of nsk and, indirectly, to support the group’s
regulatory capital requirements

The company's parent manages the company's capital structure and makes adjustments to it in the light of changes in economic conditions
and the nsk charactenstics of the underlying assets In order to maintan or adjust the capital structure, the company's parent may adjust
the amount of dvidends to be paid to the shareholder, return capital to the shareholder, 1ssue new shares, or enter into debt financing

The company's capital comprises all components of equity, movements in which appear in the statement of changes in equity

14 Other reserves

Other reserves relates to gains and losses recognised on cashflow hedges

2012 2011

£000 £000
At beginning of the year (1,004) (775)
Change in fair value of cash flow hedges 254 (397)
Deferred taxation thereon (Note 12} (62) 105
Impact of tax rate change (Note 12) (26) (27)

At end of the year (928) (1,094)
There was no in-effectiveness recorded in the Statement of Comprehensive Income or Income Statement from cash flow hedges

15 Retained earnings

2012 2011
£000 £000
At beginning of the year 1,553 910
Profit after tax for the year 604 643

At end of the year 2,157 1,653

16 Risk management of financlal instruments

The pnmary financial nsks affecting the company are credit nsk, iquidity nsk and market nsk (which include interest rate risk and foreign
currency nsk) Information on the management of these financial risks and further disclosures 15 given below
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16 Risk management of financial instruments (continued)

In accordance with IAS39 “Financial instruments Recognition and measurement”, the following financial nstruments, excluding dertvatives,

are classified as shown

At 31 December 2012
Assets
Finance lease receivables

Amounts owed by group compantes

Total financial assets

Liabilities
Amounts owed to group companies

Cther creditors

Total financial habilities

At 31 December 2011
Assets

Finance lease recevables
Amounts owed by group companies

Total financial assets

Liabilities
Amounts owed to group companies
Other creditors

Total financial habihties

Credit nsk management

Held at Hetd at Fair Loans or Total
cost/amortised Value recevables
cost

£000 £000 £000 £000

- - 31,705 31,705

2,550 - - 2,550

2,550 - 31,705 34,255

31,738 1.204 - 32,943

360 - - 360

32,099 1,204 - 33,303

Held at Held at Fair Loans or Total

cost/amortised Value recevables
cost

£000 £000 £000 £000

- - 39,216 39,216

1,676 - - 1,676

1,676 - 39,216 40,892

38,987 1,458 - 40,445

353 - - 353

39,340 1,458 - 40,798

Credit nsk 1s the nsk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge an

obligation

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

Financial assets which are neither past due nor impawed for credit nsk
Finance lease recewvables
Amounts owed by group companies

Total credit nsk exposure

17

2012
£000

31,705
2,650

34,255

2011
£000

39,216
1,676

40,892
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168 Risk management of financial instruments {continued)

Credit nsk management (continued)

Credit nsk managment 1s performed by vanous committees established by its ultmate parent, Lloyds Banking Group plc Each lease or
loan 1s assessed by credit nsk prior to approval and assigned a credit rating based on the credit nsk rating methodology and management
policy of the Lioyds Banking Group plc Credi ratings of the {ease counlerparhes are monitored, where necessary revised, over the life of
the lease The table below reflects the credit rating of the financial assets portfolio net of any financial guarantees received

Financial assets by credit rating

AAA AA A BBB Rated BB Not rated Total

or lower
At 31 December 2012 £000 £000 £000 £000 £000 £000 £000
Finance lease receivables - - - 30,721 984 - 31,705
Amounts owed by group companies - - 2,550 - - - 2,550
Total - - 2,550 30,721 984 - 34,255
AAA AA A BBEB Rated BB Notrated Total

of lower
At 31 December 2011 £000 £000 £QC0 £000 £000 £000 £000
Finance lease receivables - 37.871 - - 1,345 - 39,216
Amounts owed by group companies - - 1,676 - - - 1,676
Total - 37,871 1,676 - 1,345 - 40,892

At the balance sheet date the company assesses if there 13 objective evidence that the financial assets have become impatred Ewdence of
impairment may nclude rdications that the counterparty 1s expenencing financial difficulty, default or delinquency in setlements of
amounts due or debt restructunings to reduce the financial burden on the counterparty

Al 31 December 2012 and 2011 there were no impairments relating to credit nsk agamst any financial assets The credit nsk exposure
under short-term debtors, deposits and other financial assets are represented by the book values in the above table

For financial assets held at amortised cost the fair value approximates to therr camying values, except for leases whose farr value s
disclosed in note 8
Far Value Estimation

The table below provides an analysis of the financial assets and liabihties of the company's that are camed at far value, grouped Into
levels 1 to 3 based on the degree to which the fair value I1s observable as defined below

- Quoted pnices {unadjusted) in active markets of identical assets and habilities (level 1)
- Inputs other than quoted pnces included within Level 1 that are cbservable for the asset or hiability, erther directly, or indirectly {level 2)
- Inputs for the asset or lability that are not based cn observable market data (level 3)

Valuation heirachy Level 1 Level 2 Level 3 Total

£000 £000 £000 £000
31 December 2012

Dervative financial instruments - 1,204 - 1,204

Financial habilities - 1,204 - 1,204
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16 Risk management of financial instruments (continued)
Fair Value Estimation {continued)

Valuation heirachy {continued}

Level 1 Level 2 Level 3 Tota!
£000 £000 £000 £000

31 December 2011
Denvative financial instruments - 1,458 - 1.458
Financial hiabithes - 1,458 - 1,458

Liquidity nsk management

Liquicity nsk 1s the nsk that an entity will encounter difficulty in meeting obligations associated wath financial haliies that are settled by
delvening cash or other financial asset

The hquidity profile of the financial iabilities at the year end was as follows

At 31 December 2012 Bank borrowings Other hiabilities Derivatives Total Liabilties
£000 £000 £000 £000
On demand - 788 - 788
Up to 1 moenth 31,311 - 1,204 32,515
1-3 months - - - -
3-12 months - - - -
1-5 years - - - -
Qver § years - - . .
Total 31,311 788 1,204 33,303
Restated
At 31 December 2011 Bank borrowings Other habilties Derivatives Total Liabiities
£000 £000 £000 £000
©n demand - 593 - 593
Up to 1 month 38,747 - 1,458 40,205
1-3 months - - - -
3-12 months - - - -
1-5 years - - - -
Over 5 years - - - -
Total 38,747 593 1,458 40,798

The farr value of current habiliies approximates their cammying values

Bank borrowings and associated interest payable upon them are borrowed short term and all berrowings are advanced by a fellow
subsidiary undertaking

Other habilities are repayable on demand

Interest rate nsk management

Interest rate nsk 1s the nsk that the future cash flows and fair vatues of a financial instrument may fluctuate because of changes 1n market
interest rates

The company takes into account the exposure on fluctuations in the prevailbng levels of market interest rates on its cash flows when
structunng its operations by ensunng the interest terms of its finance mcome 15 matched to the vanable interest terms of the berowing
used to finance the leasing portfoho As such the company has nc matenal exposure to financial nsk ansing from changes in market
Interest rates Interest rate nsk is hedged using interest rate swaps

Based on the balance sheet carrying values a +/- 25 basis point change in interest rates will increase/reduce finance income by ENIl and
finance costs by EN
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18 Risk management of financial instruments (continued)

Forergn currency nsk

Foreign currency nsk 1s the risk that the far value or future cashfiows of a financial instrument will fluctuate because of changes on foreign
exchange rates

The company’s transactions are all denominated in Brnitish Pounds as stch the company has no exposure to foreign currency nsk

17 Notes to the cash flow statement

2012 2011
2000 £000
Profit from operations 800 875
Operating cash flows before movements in working capital 800 875
Movement in recevables 7,511 7,183
Movement in payables (105) (70)
Cash generated by operations 8,206 7,988
Group relief paid (8) -
Net cash flow from operations 8198 7,988

18 Related parties

The company's related parties include other companies i the Lloyds Banking Group and the company's key management personnel Key
management personnel are those persons having authonty and responsibility for planning, directing and controling the activiies of the
company, which is determined o be the company’s directors

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

Nature of transaction Related party 2012 2011
£000 £000
Cash at bank Fellow subsidiary undertaking 2,550 1,676
Group rehef payable Fellow subsidiary undertaking (428) (240)
Bank borrowings Fellow subsidiary undertaking (30,724) (38,048)
interast payable Fellow subsidiary undertaking (587) (699)
Denvative financial instruments payable Fellow subsidiary undertaking (1,204) (1,458)

Bank borrowings are interest beanng and dunng the year rates of interest of up to 1 363% (2011 1 363%) were charged Finance costs of
£931,000 (2011 £1,128,000) were incurred dunng the year

The company paid group relief of £8,000 (2011 E£nl} during the year to fellow subsidiary undertakings

19 Future developments
The following accounting standard changes will impact the company in the future financial perieds

Pronouncement Nature of change 1ASB effective date

IAS 1,Financial statement comprehensive income Requires entties to group items presented in ather comprehensive Annual penods beginming on or after 1

comprehensive income income (OCI) on the basis of whether they eare potentially July 2012
reclassifiable to profit or loss subsequenty (reclassification
adjustments}
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19 Future developments {continued)

IAS 32, Financia! instruments Presentation’, on Updates the application guidance in IAS 32 ‘Financial instruments  Annual penods beginning on or after 1
offsetung financial assets and financial liabilites Presentation’, to clanfy some of the requrrements for offseting January 2014
financial assets and financial abilities on the balance sheet.

IFRS 7. /Fmancial instruments Disclousures’, on Enhances cument offsetting disclosures These new disclosures Annuel periods beginnng on or after 1
offsetting financial assets and financial liabiites are intended to facitate companson between those entiies that January 2013

prepare IFRS financial staternents and those that prepare US

GAAP financial statements

IFRS 9 Financial Instruments1 Replaces those parts of IAS 39 Financial Instruments Recogmiton Annual penods beginming on er after 1
and Measurement relating to the classification, measurement and January 2015
derscognmition of financial assets and habilites Requires financral
assets to be classified into two measurement categones, fair value
and amortsed cost, on the basis of the ohjectives of the entity’s
business mode! for managing its financial assets and the
contractual cash flow charactenstics of the instrument, The
avaitable-fer-sale financial asset and heldto-matunty investment
categones in existing IAS 39 will be eliminated The requirements
for financial habiibes and derecognition are broadly unchanged
from IAS 39

IFRS 12 Disclosure of Interests in Other Entibes Requires an entity to disclose information that enables users of Annual penods begining on or after 1
financial statements to evaluate the nature of, and nsks associated January 2013
with, its interests In other entities and the effects of those interests
on its financial position financial performance and cash flows

IFRS 13 Farr Valua Measurement The standard defines far value, sets ocut a framework for Annual periods beginning on or after 1
measunng far value and requires disclosures about farr value January 2013

measurements It apples to [FRSs that require or permit fair value
measurements or disclosures about farr value measurements

1 At the date of this report, these pronouncements are awaiting EU endorsement
The inittal view 1s that none of these pronouncements are expected to cause any matenal adjustments to reported numbers in the Financial
Statements

20 Post balance sheet events

The Finance Act 2012, which passed into law on 3 July 2012, included legislation to reduce the main rate of corporation tax from 24% to
23% with effect from 1 Apnl 2013

On 5 December 2012, the government announced a further reduction In the main rate of corporation tax to 21% from 1 Apnl 2014 In

addition, on 20 March 2013 the government announced a further reduchon in the mamn rate of corporation tax to 20% from 1 Apnl 2015 The
effect of these further changes upon the company's deferred tax balances cannot be reliably guantified at this stage
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