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LLOYDS BANK MARITIME LEASING (NO 10} LIMITED

DIRECTORS' REPORT

The directors present therr report and audited financial statements of Lloyds Bank Mantime Leasing (No 10} Limited ("the company®) for the
year ended 31 December 2015

The company qualifies as a small company in accordance with Sections 381-382 of the Companies Act 2006 (the "Act”) and the directors'
report has therefore been prepared taking into consideration the prowisions of Part 15 of the Act

REVIEW OF BUSINESS

During the year, the pnncipal actvity of the company was the leasing of assets through finance lease transactions and this i1s likely to
continue for the foreseeable future

The results of the company show a profit before taxation of £330,000 (2014 £530,000) for the year as set out in the income statement on
page 6

The company has shareholder's equity of £2,504,000 (2014 £1,998,000)
DIVIDENDS

The directors did not authense or pay any dnvidends dunng the year (2014 £nil)
DIRECTORS

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

Appointed Resigned/ceased to
be a dwector
{ C Boulton 1 Apnl 2015 22 June 2015
G AFox - 31 March 2015
R Sagrott 16 December 2015 -
P J Shernngton 16 June 2015 13 June 2016
R O willams - 31 March 2015

No director had any interest in any matenal contract or arrangement wath 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 financial 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 prepared the
financial statements In accordance with International Financial Reporting Standards (IFRSs) as adopted by the European Union Under
company law the directors must not approve the financial statements untess 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 peniod In prepanng these financial statements, the directors are
required to

. select suitable accounting policies and then apply them consistentty,

. make judgements and accounting estimates that are reasonable and prudent,

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

. prepare the financial statements on the going concern basis unless 1t 1s mnappropnate to presume that the company wll

continue n business

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 enable them to ensure that the financial
statements comply with the Act They are also responsible for safequarding the assets of the company and hence for taking reasonable
steps for the prevention and detection of fraud and other rregulanties

In accordance with Section 418 of the Act, in the case of each director in office at the date the directors’ report 1s approved

. so far as the director 1s aware, there is no relevant audit information of which the company's audiors 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

DIRECTORS' INDEMNITIES

Uoyds Banking Group pic has granted to the directors of the company, including former direciors who resigned dunng the year, a deed of
indemnity through deed poll which constituted 'qualfying third party indemnity provisions’ for the purposes of the Act The deed was in force
dunng the whole of the financial year and at the date of approval of the financial statements (or from the date of appomtment n respect of
directors who Jjmned the board of the company during the financal year) Directors no longer in office but who served on the board of the
company at any time In the financial year had the benefit of this contract of indemmity dunng that penod of service  The indemnity remains
in force for the duration of a director's penod of office The deed indemnifies the directors to the maximum extent permitted by law The
deed for existing directors 1s available for inspection at the registered office of Lioyds Banking Group plc In addition the Group has in place
appropriate directors' and officers' hability insurance cover which was in place throughout the financal year




LLOYDS BANK MARITIME LEASING (NO 10) LIMITED

DIRECTORS' REPORT (CONTINUED)

INDEPENDENT AUDITORS' APPOINTMENT

PncewaterhouseCoopers LLP are deermed to be re-appointed as auditors under section 487({2) of the Act

PRINCIPAL RISKS AND UNCERTAINTIES

From the perspective of the company, the pnincipal nsks and uncertamnties are managed within the framework established for the Lloyds
Banking Group ple group of companies {the Group®) and are not managed separately For further detalls please refer {o 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

On behalf of the board

S Ball
Director

Date ZL( O?l 25\




LLOYDS BANK MARITIME LEASING (NO 10} LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF LLOYDS BANK MARITIME LEASING (NO 10) LIMITED
Report on the Financial Statements
Our opinion

In our opinion Lloyds Bank Mantme Leasing (No 10) Limited's financial statements (the “financial statements™)

. give a true and fair view of the state of the company's affairs as at 31 December 2015 and of its profit and cash flows for
the year then ended,

. have been properly prepared in accordance with International Financial Reporting Standards (*IFRSs") as adopted by the
European Unton, and

. have been prepared in accordance with the regquirements of the Companies Act 2006

What we have audited
The financial statements, included within the Annual report and financial statements (the "Annual Report"), compnse

the Income Statement for the year ended 31 December 2015,

the Staterment of Comprehensive Income for the year ended 31 December 2015,

the Balance Sheet as at 31 December 2015,

the Statement of Changes in Shareholder's Equity for the year then ended,

Cash Flow Statement for the year then ended, and

the notes {o the financral statements, which include a summary of significant accounting policies and other explanatory
information

The financial reporting framework that has been applied in the preparation of the financial statements 1s IFRSs as adopted by the European
Union, and applicable law

In applying the financial reporting framework, the directors have made a number of subjechive judgements, for example in respect of
sigmficant accounting estimates In making such estimates, they have made assumptions and consideted future events

Opinion on other matters prescribed by the Companies Act 2006

In our opinion, the information given In the Directors’ Report for the financial year for which the financial statements are prepared I1s
consistent with the financial statements

Other matters on which we are required to report by exception
Adequacy of accounting records and information and explanations received

Under the Comparues Act 2006 we are required to report to you if, in our opinion

. we have not received all the information and explanations we reguire for our audit, or

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

. the financial statements are not in agreement with the accounting records and retums

We have no exceptions o report ansing from this responsibility
Directors’ remuneration

Under the Companies Act 2006 we are required to report to you if, in our opinion, certam disclosures of directors’ remuneration specified by
law are not made We have no exceptions to report ansing from this responsibility

Entitlement to exemptions

Under the Companies Act 2006 we are required to report to you If, n our opmion, the directors were not entitled to take advantage of the
small companies exemption from prepanng a strategic report We have no exceptions to report ansing from this responsibility

Responsibilities for the financial statements and the audit
Our responsibilities and those of the directors

As exptaned more fully in the Statement of Directors' Responsibilities set out on page 2 and 3, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view

Cur responsibility 1s to audit and express an opimion on the financial statements 1n accordance with apphcable law and International
Standards on Auditing (UK and Ireland) (*ISAs {UK & Ireland)”} Those standards require us to comply wth the Auditing Practices Board's
Ethical Standards for Auditors

This report, Including the apinions, 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 giving these opinions, accept or assume responsibility for any
other purpose or to any other person tc whom this report 1s shown or into whose hands it may come save where expressly agreed by our
pnor consent in writing



LLOYDS BANK MARITIME LEASING (NO 10} LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF LLOYDS BANK MARITIME LEASING (NO 10) LIMITED (CONTINUED)
What an audit of financial statements Involves
We conducted our audit in accordance wath ISAs (UK & Ireland) An audit involves oblaining evidence about the amounts and disclosures 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 appropnate to the company’s arcumstances and have been consistently applied and
adequately disclosed,

. the reasonableness of sigruficant accounting estimates made by the directors, and

. the overall presentation of the financial statements

We pnmarily focus our work in these areas by assessing the directors’ jJudgements against available evidence, forming our own judgements,
and evaluating the disclosures in the financial statements

We test and examine information, using sampling and other auditng techmques, to the extent we consider necessary to provide a
reasonable basis for us to draw conclusions We obtain audit ewidence through testing the effectiveness of controls, substantive procedures
or a combination of both

In addition, we read all the financial and non-financial information tn the Annual Report to identify matenal inconsistencies with the audited
financial statements and to identify any information that 15 apparently matenally incorrect based on, or materially inconsistent with, the
knowledge acquired by us tn the course of performing the audit If we become aware of any apparent matenal misstatements or
inconsistencies we consider the implications for our report

Mark Hoskyns-Abrahd] or Statutory Auditor)
for and on behalf of Prid ouseCoopers LLP
Chartered Accountants ant-Stetutory Auditors

Edinburgh

Date O‘f Augui‘l’ 201 L




LLOYDS BANK MARITIME LEASING (NO 10) LIMITED

INCOME STATEMENT
For the year ended 31 December 2015

Finance income
Finance costs

Other operating income
Other operating expenses

Profit before taxation
Taxation charge

Profit after taxation for the year attributable to owners of the parent

The accompanying notes on pages 11 to 20 are an integral part of the Financial Statements

Note

2015 2014
£000 £000
1,077 1,154

_(7a7) (617)

330 537
- 3
- (10}
330 530
67) (114}
263 416




LLOYDS BANK MARITIME LEASING (NO 10} LIMITED

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2015

Note
Profit after taxation for the year
Other Comprehensive income
lterns that may subsequently be reclassified to profit or loss
Movement in cash flow hedges
- changes 1n farr value taken o equity 15

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

The accompanying notes on pages 11 to 20 are an inlegral part of the Financial Statements

2015 2014
£000 £000
263 416
243 20
506 436




LLOYDS BANK MARITIME LEASING (NO 10) LIMITED

BALANCE SHEET
As at 31 December 2015
2015 2014

Note £000 E£QDO
Assets
Non-current assets
Finance lease recervables 8 10,993 17,909
Deferred taxation 13 45 109
Total non-current assets 11,038 18,018
Current assets
Finance lease receivables 8 8,662 $,290
Assets under construchion 9 3,270 -
Amounts owed by group companies 10 2,753 1,772
Other debtors 45 839
Total current assets 14,730 11,901
Total assets 25,768 29919
Liabilities
Current liabilites
Amounts owed to group comparies 11 23,123 27,914
Other creditors 141 7
Total current liabilities 23,264 27,921
Equity
Share capital 14 - -
Other reserves 15 (194) (437)
Retained earnings 2698 2,435
Total equity 2,504 1998
Total liabilities and equity 25,768 29,919

The financial statements on pages 6 to 20 were approved by the Board of Directors on LZ(OS’{ Zolé and signed on its behalf by

S Ba
Director

Registered Number 04440166

The accompanying notes on pages 11 to 20 are an mtegral part of the Financial Statements




tLOYDS BANK MARITIME LEASING (NO 10) LIMITED

STATEMENT OF CHANGES IN SHAREHOLDER'S EQUITY

Balance at 31 December 2013
Total comprehensive income for the year
Profit for the year

Change in fair value of denvatives, net of tax

Balance at 31 December 2014
Total comprehensive income for the year
Profit for the year

Change n fair value of denvatives, net of tax

Balance at 31 December 2015

Note

14,15

14 15

Share Qther Retained Total
capital reserves eamings equity

£000 £000 £000 £000
- {457 2,019 1,562
- - 416 416
- 20 - 20
- (437) 2,435 1,098
- - 263 263
- 243 - 243
- {194) 2.698 2.604

The accompanying notes on pages 11 to 20 are an integral pant of the Ftnancial Statements




LLOYDS BANK MARITIME LEASING (NO 10) LIMITED

CASH FLOW STATEMENT
For the year ended 31 December 2015
Note

Profit before taxation

Operating cash flows before movements in working capital

Increase/(Decrease) in receivables
Increase/(Decrease) in payables

Cash generated by / (used In) operations

Group rehef receved

Net cash flow from operating activities

Financing activities

(Decrease)/Increase in bank borrowings

Net cash flow from financing activities

Net increasef{decrease} in cash and cash equivalents
Cash and cash equivalents at beginming of the year

Cash and cash equivalents at end of the year

Cash and cash equivalents are compnsed of

Cash at bank 10

The accompanying notes on pages 11 to 20 are an integral part of the Frnancial Statements

10

2015 2014
£000 £000
330 530
330 530
5,067 4.711)
291 _{406)
5,688 {4 587)

- 42
5,688 {4,545)
{4,707} 4,062
{4707} 4,062
981 (483)
1.772 2255
2753 1772
2,753 1772
2,753 1772




LLOYDS BANK MARITIME LEASING (NQ 10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1 Accounting policies

The principal accounting polictes apphed in 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 finanoial statemenis have been prepared in accordance wth international Financial Reporting Standards as adopted by the European
Union, under the historical cost convention

The financiat statements have been prepared in accordance wath Compantes Act 2006 applicable to companies reporting under IFRSs
The financial statements also comply with the relevant provisions of Part 15 of the Compames Act 2006

The financial statements have been prepared on the going concern basis which assumes that the company will continue n cperational
existence for the foreseeable future The validity of this assumption depends on the continuing financial support provided by Lloyds Bank
ple After making appropnate enguines, the directors beleve that it 1s appropnate for the finanwual statements to be prepared on the going
concem basis

Cntical accounting estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and assumptions that affect the reported
amounts of assets, labiliies, Income and expenses Due to the inherent uncertainty in making estimates, actual results reported in future
penods may be based upon amounts which differ from those estimates Estimates, judgements and assumptions are continually evaluated
and are based on historical experience and other factors, incfuding expectations of future events that are believed to be reasonable under
the circumstances Revisions to accounting estimates are recognised in the penod In which the estimate 1s revised and in any future penods
affected The accounting policies deemed critical to the company's results and financial position, based upon matenality and significant
judgements and estimates, are discussed below

- Impairment

The company regularly reviews the portfolto of financial assets for impairment In determining whether an imparment has occurred
at the balance sheet date the company considers whether there 1s any cbservable data indicating that there has been a measurable
decrease n the estimated future cash flows or thewr tmings, such observable data includes whether there has been an adverse
change in the payment status of bormrowers or changes in economic conditions that correlate with defaults on repayments or values
of underlying assets Where this is the case, the impairment loss 1s 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 nsks and rewards of
awnership to the lessee, all other leases are classified as operating leases

When assets are leased under a finance lease the amount due from a lessee 1s recorded as a receivable at the present value of the lease
payments bemng the company's net investrment in the lease Finance lease income s recogmised over the lease term using the net
investment methed so as to reflect a constant penodic rate of return on the company’s net investment n the lease

Inihal direct costs atinbuted to negotiating and arranging a finance lease are included in the imhal measurement of the finance lease
recewvable thus reducing the amount of income recogrised over the lease terrm Fees and commissions recewved 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 to a reduchion or increase in deferred tax Due to tax rate vanation 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 n the
nterest rate implhicit in the lease which when applied retrospectively, produces a one-off adustment of the finance lease receivables camying
value This one-off adjustment 1s reported as either an impairment or other ncome n the income statement

1(b) Impairment

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

The cniena that the company uses to determine that there 1s objective evidence of an imparment loss include

. Delinquency in contractual payments of pnncipal andfor interest,

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

. Breach of loan covenants or conditions, and

. Inibation of bankruptcy

i1




LLOYDS BANK MARITIME LEASING (NO 10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

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

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 camrying value of the asset and the present value of the estmated future cash flows discounted at the asset's
imphait rate in the lease

If, in a subsequent penod, the amount of the impairment loss decreases and the decrease can be related objectively to an event occumng
after the impairment was recognised, such as an improvement in the borrower's credit rating, the carrying amount of the asset I1s increased
to the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impaimment loss been recogmsed for the asset in pror years A reversal of an impairment loss s
recognised as a credit ta the income statement

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

Deferred tax 1s provided in full, using the kability method, on temporary differences ansing between the tax bases of assets and habilities
and their camying amounts in the financial statements However, deferred tax 1s not accounted for if it anses from imitial recogribon of an
asset or hability in a transaction other than a busiess combination that at the time of the transaction affects nether accounting nor taxable
profit or loss Deferred tax 15 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 hability 1s settled

Deferred tax assels are recognised where 1t 1s probable that future taxable profit will be available aganst which the temporary differences
can be utiised Income tax payable on profits is recogrised as an expense in the penod In which those profits anse The tax effects of
losses availlable for carry forward are recogrised as an asset when it 1s probable that future taxable profits will be available against which
these losses can be utiised Deferred tax related to far value re-measurement of financial assets and labities, which are charged or
credited directly to equity, 1s also credited or charged directly to equity and 1s subsequently recognised in the income statement together
with the deferred gain or loss

Deferred and current tax assets and habilities 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 habuity simultaneously

1{d) Dividends
Dwidends are recognised in equily only when the company has the obligation to pay the ordinary shareholder
1{e} Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents compnise cash and amounts due from banks with onginal matunties
of less than three months

1{f) Fair value

The fair value of finance lease recevables 1s denved 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 financial instruments

Al derivatives are recogrused at therr fair value  Fair values are obtained from quoted market pnces in active markets, including recent
market transactions, and using valuation techmques, including discounted cash flow and options prcing models, as apprepnate
Denvatives are camed in the balance shee! as assets when ther far value 1s positive and as liabiiies when their fair value 1S negatve

Changes 1n the farr value of any denvative instrument that 15 not part of a hedging relatonship are recogmsed immediately in the income
statement

Denvatives embedded in financial instrumenis are treated as separale denvatives when ther economic charactenstics and nsks are not
closely related to those of the host contract and the host contract 1s not carned at far value through profit or loss These embedded
denvatives are measured at far value with changes in fair value recogrised in the income statement

The method of recogmsing the movemenis 0 the fair value of the denvatives depends on whether they are designated as hedging
mstruments and, if so, the nature of the item being hedged Hedge accounting aliows one financial instrument, generally a denvative such
as a swap, to be designated as a hedge of another financial iInstrument such as a loan or deposit or a portfolio of the same At the
nception of the hedge relationship, formal decumentation 1s drawn up specifying the hedging strategy, the hedged tern and the hedging
instrument and the methodology that will be used to measure the effectiveness of the hedge relationship in offsetting changes m 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 itis
concluded that it 1s no longer highly effective in achieving its obyective the hedge relatronship 1s terminated

The company designates denvatives as hedges of highly probable future cash flows attnbutable to recognised assets or habihhes (cash flow
hedges)

12




LLOYDS BANK MARITIME LEASING (NO 10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

1 Accounting policies {continued)
1{g) Denvative financial instruments {continued)

The effective portion of changes in the farr value of denvatives that are designated and qualify as cash flow hedges s recogmised in other
comprehensive income, and in equity The gain or loss relating to the ineffective portion 15 recogrused immediately in the income statement
Amounts accumulated in equity are recycled to the income statement in the penods in which the hedged dem affects profit or loss When a
hedging instfrument expires or 1s sold or when a hedge no longer meets the cnteria for hedge accounting, any cumulative gan or loss
existing 10 equity at that time remans in equity and 1s recogrised when the forecast transaction 18 ulltmately recogmised in the income
statement When a forecast transaction 15 no longer expected to occur, the cumulabive gain or loss that was reported mn equity IS
immediately transferred to the income statement

The company documents at the inception of the transaction the relationship between hedging mstrument and the hedged item 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 cash flows of hedged itemns

The full farr value of a hedging denvative is classified as a non-current asset or llability «f the remaining maturity of the hedged item s more
than 12 months and as a current asset or hiability, if the matunty of the hedged item 15 less than 12 months

1(h} Foreign currency translation

Iltems mcluded in the financial statements are measured using the currency of the pnmary economic enwronment in which the enlity
operates (‘the functional currency’) The financal statements are presented in pounds sterling, which i1s the company's functional and
presentation currency

2 Finance income

2015 2014
£000 £000
Finance lease income 1,077 1,154
1,077 1,154

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

3 Finance costs

2015 2014
£000 £000
Interest payable to other group companies 382 185
Interest rate swaps Cash flow hedges 365 432
747 617
4 Other operating income

2015 2014
£000 £000
Arrangement fees - 3
- 3

5 Other operating expenses
2015 2014
£000 £000
Legal fees - 10
- 10

6 Profit before taxation
Audit fees for the company are borne by the ullimate parent company, which makes no recharge to the company
The company has no employees (2014 nul)

The directors, who are considered to be key management, received no remuneration in respect of ther services to the company The
emcluments of the directors are paid by a fellow Group undertaking on behalf of the ultimate parent, Lioyds Banking Group ple, which
makes no recharge to the company The directors are also directors of a number of other subsidianes of the Group and are also
substantially engaged in managing their respective business areas within the Group Given ttus, 1t 1s not possible to make an accurate
apportionment of directors' emoluments mn respect of their services to each of the subsidianes Accordingly, these financial statements
include no emoluments in respect of the directors

13




LLOYDS BANK MARITIME LEASING (NO 10} LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

7 Taxation charge

2015 2014
£000 £000
The taxation charge for the year compnses
Curren! tax receivable on profit for the year {67) (114)
Total taxation charge for the year (67} (114}

Where taxation on the company’s profit for the year differs from the taxaton charge that would anse using the standard rate of corporation

tax of 20 25% (2014 21 5%), the differences are explained below

2015 2014
£000 £000
Profit before taxation 330 530
Tax at standard rate of corporation tax {67) (114}
Total taxation charge _(67) {114)

The Finance Act 2013 which was substantively enacted on 2 July 2013 reduced the main rate of corporation tax to 21% with effect from 1

Apnl 2014 and 20% with effect from 1 Apnl 2015

The Finance (No 2) Act 2015 which was substantively enacted on 26 October 2015 reduced the main rate of corporation tax to 19% wath

effect from 1 April 2017 and 18% with effect from 1 Apnl 2020

On 16 March 2016, the Government announced that the corporation tax rate applicable from 1 Apnl 2020 would be 17% The proposed

reductions In the rate of corporation tax are expected to be enacted, and the impact accounted for during 2016

8 Finance lease receivables

Mirimum lease payments Present value of mimmum lease
payments
2015 2014 2015 2014
Amounts recetvable under finance leases £000 £000 £000 £000
Within 1 year 9312 10,354 8,662 9,290
2 - 5 years inclusive 11,412 18,853 10,971 17,909
After 5 years 24 - 22 -
20,748 29,207 19,655 27,199
Less Unearned finance income {1,093} {2,008}
Present value of mmimum lease payments receivable 19,655 27,198
Analysed as
Non-current finance lease recevable 10,993 17,909
Current finance lease receivables 8,662 9,290
19,655 27,199

The fair value of the company's finance lease recewvables at 31 December 2015 1s estimated at £19,329,000 {2014 £27,176,000)

The cost of finance leases entered into dunng the year amounted to £1,884,000 (2014 £11,809,000)

9 Assets under construction

2014
£000

2015

£000

At beginning of year -
Additions dunng the year 3.270
3,270

At end of the year

Assets under construction amounts represent the supply, installation and commissioning of Quarry Scalpings wash plant at the Mountsorrel
Quary under construction at the year end An operating lease will commence on 23 March 2016 after the construction penod 1s complete

None of the asset under construction balance ts past due or impaired

14




LLOYDS BANK MARITIME LEASING (NO 10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

10 Amounts owed by group companies

2015 2014
£000 £000
Cash at bank 2753 1,772
2,753 1,772
For further details please refer to note 17

11 Amounts owed to group companies
2015 2014
£000 £000
Bank borrowings 21,907 26,615
Interest payable 796 640
Group relief payable 181 114
Denvative financial instruments {note 12) 239 545
23123 27914

For turther details please refer to note 17

12 Denvative financial instruments

Denvative financral 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 pnncipal amounts

An interest rate swap option 1s an option to enter into an interest rate swap at a future date
Dervative transactions are with Group companies See note 16 for further details of balances outstanding at the year end

The denvatives used by the company are designated as cash flow hedges, these hedges aganst fluctuations in market interest rates and
are detailed below

The effective portion of changes in the fair value of cash flow hedges 1s recogrised In other comprehensive income The ineffective portion
1s recognised Immediately in the income statement The cash flew hedges were highly effective throughout the year and no ineffectiveness

was recognised n profit or loss dunng the year
There was no portion of the hedging reserve reclassified from equity to profit and loss dunng the pencd

Interest payments arising on borrowings are seffled on a monthly basis

Contractualf Fair Values
Notional amount Ligbilties
£000 £000

31 December 2015
Interest rate swaps 21,907 239
21,907 239

31 December 2014
Interest rate swaps 26,615 545
26615 545
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LLOYDS BANK MARITIME LEASING (NO 10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

13 Deferred taxation

2015 2014

£000 £000
At beginning of the year 109 114
Movement in other reserves (note14) {62) (5)
Impact of tax rate change thereon (note14) (2} -
At end of the year 45 108
Deferred taxation assets are compnsed as follows

2015 2014

£000 £000
Deferred taxation assets
Cash flow hedges 45 108
Total deferred taxation assets 45 109

The Finance Act 2013 which was substantively enacted on 2 July 2013 reduced the main rate of corporation tax to 21% with effect from 1
April 2014 and 20% with effect from 1 Apnl 2015

The Finance (No 2) Act 2015 which was substantively enacted on 26 October 2015 reduced the main rate of corporation tax to 19% with
effect from 1 Apnl 2017 and 18% wath effect from 1 Aprl 2020

On 16 March 2016, the Government announced that the corporation tax rate applicable from 1 Aprit 2020 would be 17% The proposed
reductions in the rate of corporaton tax are expected to be enacted, and the impact accounted for, duning 2016

14 Share capital

2015 2014
£ £

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

The company's objectives when managing capital are to safeguard the entity’s ability to continue as a going concern, provide an adequate
return to its shareholder through pncing 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 hght of changes in econemic condiions
and the nsk charactenstics of the underlying assets In order to maintain or adjust the capital structure, the company’s parent may adjust the
amount of dividends 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 siatement of changes in shareholder's equity

15 Other reserves

Other reserves relates to gains and losses recognised on cash flow hedges

2015 2014

£000 £00O
Al beginning of the year (437) (457)
Change in fair value of cash flow hedges 307 25
Deferred taxation thereon (note 13) (62) 5
Impact of tax rate change (note 13) {2) -
At end of the year (194) {437)

There was no ineffectiveness to be recorded n the statement of comprehensive income from cash flow hedges
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LLOYDS BANK MARITIME LEASING (NO 10) LIMITED

NOTES TQ THE FINANCIAL STATEMENTS (CONTINUED)

16 Risk management of financial instruments

The pnmary financial nsks affecting the company are credit nisk, iquidity nsk and market nsk {(which include inlerest rate nsk and foreign
currency nsk) Information on the management of these financial nisks and further disclosures is given below

In accordance with 1A$39 "Fmancial instruments Recognition and measurement”, the followang financial instruments, excluding dernivatives,

are classified as shown

Held at Held at Fair Loans or Total
cost/amortised Value recewables
cost

At 31 December 2015 £000 £000 £000 £000
Assels
Finance lease receivables - - 19,655 19,655
Assets under construchion 3,270 - - 3270
Amounts owed by group companies 2,753 - - 2753
Other debtors 45 - - 45
Total financial assets 6,068 - 19,655 25,723
Liabilities
Amounts owed to group companies 22,884 239 - 23,123
Other creditors 141 - - 141
Total financial habihities 23,025 239 - 23,264

Held at Held at Fair Loans or Total

cost/amortised Value receivables
cost

At 31 December 2014 £000 £000 £000 £000
Assets
Finance lease recevables - - 27,199 27,199
Amounts owed by group compames 1,772 - - 1772
Other debtors 839 - - 839
Total financial assets 2,611 - 27,199 29.810
Liabilities
Amounts owed to group companies 27,369 545 - 27,914
Other creditors 7 - - 7
Total financia! habilibes 27.376 545 - 27 921

Credit nsk management

Credit nsk I1s the nsk that one party to a financial instrument will cause a financial loss for the other party by faiing to discharge an

obhgation

The maximum credit nsk exposure of the company n the event of other parties failing to perform their obligations ts detailed below The
maximum exposure to loss 1s considered to be the balance sheet carrying amount as at 31 December

2015 2014
Financial assets which are neither past due nor impaired for credit nsk £000 £000
Finance lease recevables 19655 27,1989
Assets under construction 3,270 -
Amounis owed by group companies 2,753 1,772
Other debtors 45 839
Total credit nsk exposure 25723 29,810
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LLOYDS BANK MARITIME LEASING (NO 10} LIMITED

NCTES TO THE FINANCIAL STATEMENTS (CONTINUED)

16 Risk management of financial instruments (continued)
Credit nsk management (continued)
Credit nsk management I1s performed by vanous committees established by its ulhmate parent, Lloyds Banking Group plc Each lease or

loan 15 assessed for credit nsk prior to approval and assigned a credit rating based on the credit nsk rating methodology and management
policy of the Lloyds Banking Group plc  Credit ratings of the lease counterparties are momitored, 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 recewved

Financial assets by credit rating

AAA AA A BBE Rated BB Not rated Total

or lower
Al 31 Decemnber 2015 £000 £000 £000 E00D £000 £000 £000
Finance lease receivables - - 458 5,243 13,944 - 19,655
Assets under construction - - - 3,270 - - 3,270
Amounts owed by group companies - - 2,753 - - - 2,753
Other debtors - - - - - 45 45
Total - - 3.221 8513 13,944 45 25723
AAA AA A BBB Rated BB Not rated Total

or lower
At 31 December 2014 £000 £000 £000 £000 £000 £000 £000
Finance lease receivables - - 5,400 13,914 7 885 - 27,199
Amounts owed by group comparies - - 1,772 - - - 1772
QOther debtors - - - - - 839 839
Total - - 7172 13,914 7,885 839 29810

At the balance sheet date the company assesses If there 15 objective ewidence that the financial assets have become impaired Evidence of
impairment may include indications that the counterparty 1s expenencing financral difficulty, default or delinquency in settlements of amounts
due or debt restructurings to reduce the financial burden on the counterparty

At 31 December 2015 and 2014 there were no imparments relating to credit nsk against any financial assets The credit nsk exposure
under short-{erm debtors, deposits and other financial assets are represented by the book values in the above table

For financial assets hetd at amortised cost the far value approximates to ther carrymng values, except for leases whose fawr value s
disclosed n note 8

Fair Value Estimation

The table below provides an analysis of the financial assets and liabiliies of the company that are carned at fair value, grouped into levels
1 10 3 based on the degree to which the farr value 1s observable as defined below

- Quoted prices (unadjusted) in active markets of identical assets and habilities (level 1}
- Inputs other than quoted pnces included wathin level 1 that are observable for the asset or hability, either directly, or indirectly (level 2}
- Inputs for the asset or hability that are not based on observable market data (level 3)

Valuation hierarchy Level 1 Level 2 Level 3 Total
£000 £000 £000 £000
31 December 2015

Denvative financial instruments - 239 - 239
Financial iabiities - 239 - 239
Level 1 Leve! 2 Levet 3 Total

£000 £000 £000 £000

31 December 2014

Denvative financial instruments - 545 - 545

Financial Labiliies - 545 - 545
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LLOYDS BANK MARITIME LEASING (NO 10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)

16 Risk management of financizal instruments (continued)
Liquidity nsk management

Liquidity nsk 15 the nsk that an entity will encounter difficulty in meeting obligations associated wath financial habilibes that are settled by
delivening cash or other financial assets

The iquidity profile of financial habilites at year end was as follows

Al 31 December 2015 Bank borrowings Other liabilities Denvatives Total Liabilities
£000 £000 £000 £000

On demand - 354 - 354

Up to 1 month - - - -

1-3 months 21,907 764 239 22910

3-12 months - - - -

1-5 years - - - -

Qver 5 years - - - -

Total 21,907 1.118 239 23,264

At 31 December 2014 Bank borrowings Other lrabAities Denvatives Total Liabilities
£000 £000 £000 £000

On demand - 377 - 377

Up to 1 month - - - -

1-3 months 26,615 384 545 27.544

3-12 months - - - -

1-5 years - - - -

Over 5 years - - - -

Total 26615 761 545 27,921

The fair value of current habilities approximates therr carrying vatues

Bank borrowings and the associated interest payable upon them are borrowed short term and all borrowings are advanced by a fellow
subsidiary undertaking of Lloyds Banking Group plc

Interest rate nsk management

Interest rate nisk 1s the nsk that the future cash flows and farr values of a financial instrument may fluctuate because of changes in market
nterest rates

The company takes into account the exposure on fluctuations in the prevailing levels of market interest rates on its cash flows when
structuning its operations by ensunng the interest terms of its finance income 1s matched to the vanable interest terms of the borrowing used
to finance the feasing portfolio As such the company has no matenal expasure to financial nsk ansing from changes in market interest
rates Interest rate nsk 1s hedged ustng interest rate swaps

Based on the balance sheet camrying values a +- 25 basis point change in interest rates will increasefreduce finance income and finance
cosis by £55,000 (2014 £65,000)

Foreign currency nsk

Foreign currency nsk 1s the nsk that the far value or future cash flows of a financial instrument will fluctuate because of changes i foreign
exchange rates

The company’s transactions are all denominated in pounds sterling as such the company has no exposure to foreign currency nsk

17 Related parties

The company’s immediate parent company I1s Lloyds Bank Leasing Limited The company regarded by the directors as the ulhimate parent
company and ulimate controling party 1s Lloyds Banking Group plc, a mited habiity company incorporated and domiciled in Scotland,
which 1s also the parent undertaking of the largest group of undertakings for which group financial statements are drawn up and of which the
company 1S a member Lloyds Bank plc 1s the parent company of the smallest such group of undertakings Copies of the group financial
statements may be downloaded via www [loydsbankinggroup com
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

17 Related parties (continued)

The company s related parties include other compantes in the Group and the company’s key management personnel Key management
personnel are those persons having authonty and responsibity for planning, directing and controliing the actmaties of the company, which 1s
determined to be the company's directors, who are listed on page 1 of these financial statements

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

Nature of transaction Related party Related party relatonship 2015 2014 Terms and conditions
£000 £000 Repayment Interest

Cash at bank Lloyds Bank plc Intermediate parent undertaking 2753 1772 Nofixed date N/A

Group relef payable Bank of Scotland plc  Fellow subsidiary undertaking (181) (114} No fixed date N/A

Bank borrowings Lloyds Bank plc Intermediate parent undertaking {21 907) (26 615)  23/06/2016 Vanable

Interest payable Lloyds Bank plc intermediate parent undertaking {796) (640} 23/06/2016 MNIA

Denvative financial instruments payable Lloyds Bank plc Intermediate parent undertaking (239) (545} 19/02/2016 - Vanable

12052022

There were no doubtful debts or bad debt expenses relating to the above balances incurred duning the year

Bank borrowings are interest beanng and dunng the year rates of interest of between 049% and 0 97% (2014 048% and 0 70%) were
charged Finance costs of £747,000 (2014 £617,000) were incurred during the year

The company received group relief of £nil (2014 £42,000) dunng the year from fellow subsidiary undertakings

18 Adopted accounting standards

There were no new accounbing standards adopted by the company during the year

19 Future developments

The following accounting standard changes will impact the company n the future financial years Save as disclosed below, the initial view 15
that none of these pronouncements are expected to cause any matenal adjustments to reported numbers in the Financial Statements

Pronouncement Nature of change IASB effective date

IFRS 9 Financial Instruments”  IFRS 9 replaces |IAS 39 Financtal Instruments Recogniion and Measurement [FRS @ Annual penods beginming
requires financtal assets to be classified into one of three measurement categones, fairr on or after 1 January 2018
value through profit or loss far value through other comprehensive income and amortised
cost on the basis of the cbjectives of the entity s business model for managing 1its {financial
assets and the contractual cash flow charactenstics of the instruments These changes are
not expected to have a significant impact on the company

IFRS 9 also replaces the existing 'weurred loss impairment approach with an expected
credit loss approach This change s likely to result in an increase in the company's balance
sheet provisions for credit losses although the extent of any increase will depend upan,
amongst other things the composition of the company’s lending portfolios and forecast
economic condibions at the date of implementation In February 2015, the Basel Committee
on Banking Supervision published a consultative document outliing supenasory
expectatons regarding sound credit nsk practices asscciated with implementing and
applying an expected credit loss accounting framework A final version 15 expected o be
1ssued atthe end of 2015

The hedge accounting requirements of IFRS 9 are more closely ahgned with nsk
management practices and follow a more pnnciple-based approach than IAS 38 The
revised requirements are not expected to have a significant impact on the company

* As at the date of signng this pronouncement 1s awasting EU endorsement

20 Contingent labilities

The Group provides for potential tax habilites that may anse on the basis of the amounts expected to be paid to tax authonties This
includes open matters where Her Majesty’s Revenue and Customs (HMRC) adopt a different interpretation and application of tax taw which
might lead to additional tax The Group has an open matter in relation to a claim for group relief of losses incurred inits former Insh banking
subsidiary, which ceased trading on 31 December 2010 In 2013 HMRC informed the Group thal ther interpretation of the UK rules
permitting the offset of such lesses, demes the claim, if HMRC's position 1s found to be correct management estimate that this would result
in an increase In current tax habilities for the company of approximately £283,000 {including inferest on overdue tax} The Group does not
agree with HMRC’s positton and, having taken appropnate advice, does not consider that this 1s a case where additional tax will ultimately
fall due
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