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LLOYDS BANK CORPORATE ASSET FINANCE (HP) LIMITED

DIRECTORS' REPORT

_ The directors present their report and audited finandal statements of Lioyds Bank Corporate Asset Finance (HP) Limited ("the company”) for
the yearended 31 December2017.

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 takinginto consideration the provisionsof Part 15 of the Act.

REVIEWOF BUSINESS

During the year, the prindpal activity of the company was the provision of hire purchase finance and thisislikely to continue for the foreseeable
future.

The esults of the company show a profit before taxation of£967 000 (2016: £627,000) for the year as set out in theincome statemert on page
6. ’ .

The company hasshareholdersequity of £12,654,000 (2016: £11,669,000).
DIVIDENDS

The directorsdid not authorise or pay any dividendsduringthe year (2016: £nil).
DIRECTORS

The names of the directors of the company who were in office during the year and up to the date of the signing of finandal statements are
shown on page 1. The following changesin directorshave taken place during the year:

Appointed Resigned/ceased to

be a director
S Ball - 19 June 2017
R Sagrott - 18 May 2017

No directorhad any interestin any material confract orarrangement with the company during or at the end of the year.
STATEMENT OF DIRECTORS' RESPONSIBIUTIES
The directors are re sponsible for preparing the directors' report and the finandal statementsin accoddance with applicable law and regulations.

Company law requires the directors to prepare finandal statements for each finandal year. Under thatlaw the directors have prepared the
finandal statements in accordance with Intemational Finandal Reporting Standards (IFRSs) as adopted by the European Union. Under
companylawthe directors must not approve the finandal statements unle ss they are satisfied that they give a true and fair view of the state of
affairs of the companyand of the profitorloss of the company for that period. In preparing these financial statements, the directors are requlred
to:

. select suitable accounting policies and thenapply them consistently;

. make judgementsand accounting estimatesthat are reasonable and prudent;

. state whether applicable IFRSs as adopted by the European Union have been followed, subjed to any maternal departures
disclosed and explained inthe financial statements;

. prepare the finandal statements on the going concem basis unless it is inappropriate to presume that the company will

continue inbusiness.

The directors are responsible for keeping adequate acoounting records that are suffident to show and explain the company’s transactons and
disclose with reasonable accuracy at any ime the finandal position of the company and enable them to ensure that the financial statements
comply with the Act. 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 otherlrregulantles

In accordance with Section 418 of the Act, inthe case of each directorin office at the date the dire ctors' reportisapproved:

. so far as the directorisaware, there isno relevant audit information of which the company’'sauditorsare unaware; and
. the director has taken all the steps that he ought to have taken as a diredorin order to make himsel f aware of any relevant
auditinformation and to establish that the company's auditors are aware of that information.

DIRECTORS' INDEMNITIES

Lloyds Banking Group plc has granted to the directors of the company, induding former directors who resigned during the year, a deed of
indemnity through deed poll which constituted ‘qualifying third party indemnity provisions’ for the purposes of the Act. The deed was in force
during the whole of the finandal yearand at the date of approval of the finandal statements. Directors no longerin office but who served on the
board of the company at any time in the finandal year had the benefit of this contract ofindemnity during that period of se rvice.  The indemnity
remains in force for the duration of a directors period of office. The deed indemnifies the directors to the maximum extent pemitted by law.
The deed for existing diredtors is available for inspection at the registered office of Loyds Banking Group pic. In addition, the Group hasin
place appropriate directors' and officers liability insurance cover whichwasin place throughout the financial year.



LLOYDS BANK CORPORATE ASSET FINANCE (HP) LIMITED ‘

DIRECTORS' REPORT (CONTINUED)

INDEPENDENT AUDITORS' APPOINTMENT

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

PRINCIPAL RISKS AND UNCERTAINTIES

From the perspective of the company, the princibal risks and uncertainties -are managed within the framework established for the Lloyds
Banking Group plc group of companies (“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 is not necessary for an
understanding of the development, performance or position of the business.

On behalf of the board

C G Dowsett
Director

Date: 28 June 2018



LLOYDS BANK CORPORATE ASSET FINANCE (HP) LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF LLOYDS BANK CORPORATE ASSET FINANCE (HP) LIMITED
Report on the Financial Statements

Opinion

In our apinion, Lloyds Bank Corporate Asset Finance (HP) Limited'sfinancial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2017 and of its profit and cash flows for the year
then ended,;

. have been propery preparedin accordance with IFRSsas adopted by the European Union; and
. have been prepared inaccordance withthe requirements of the Companies Act 2006.

We have audited the finandal statements, induded within the Annual Report and Finandal Statements (the “Annual Report”), which comprise:
the Balance Sheet as at 31 December2017; the Income Statement, the Statement of Comprehensive Income, the Cash Flow Statement, the
Statement of Changes in Shareholders' Equity for the year then ended; and the notes to the finandal statements, which indude a description
of the significant accounting policies.

Basis for opinion

We conduded. our audit in accordance with Intemational Standards on Auditing (UK) ("ISAs (UK)") and applicable law. Our responsibilities
under ISAs (UK) are further described in the Auditors' responsibilities for the audit of the finandal statements section of our repornt. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basisforouropinion.

Independence

We remained independent of the companyin accordance with the ethical requirementsthat are relevant to our auditof the financial statements
in the UK, which includes the FRC's Ethical Standard, and we hawe fulfilled our other ethical esponsibilities in accordance with these
requirements. .

Conclusions relating to going concern

We have nothing to reportin respect of the following mattersin relation to which ISAs (UK) require us to report to you when:
o thedirectors use ofthe going concem basisof accounting inthe preparation of thefinancial statementsisnot appropriate ; or

. the directors have not disclosedin the finandal statements anyidentified material uncerainties thatmay cast significant doubtabout
the company’s ability to continue to adopt the going concem basis of accounting for a period of at least twelve months from the date
when the financial statements are authorised forissue.

However, because not all future eventsorconditionscan be predicted, this statementis not a guarantee asto the company’sability to continue
as a going concem.

Reporting on other information

The otherinformation compiisesall of the information in the Annual Report otherthan the finandal statementsand our auditors' report thereon.
The directors are responsible for the other information. Our opinion on the finandal statements does not cover the other information and,
accordingly, we do not express an audit opinion or, except to the extent otherwise explicitly stated in this report, any form of assurance
thereon. .

In connection with our auditof the financial statements, ourresponsibility isto read the otherinformation and, in doing so, considerwhetherthe
otherinformation is materiallyinconsistent with the finandal statements or our lnowledge obtained in the audit, or otherwise appearsto be
materially misstated. If we identify an apparent matenal inconsistency or material misstatement, we are required to perform procedures to
condude whetherthere is a material misstatement of the financial statements or a materal misstatement of the otherinforma tion. If, based on
the workwe have performed, we condude that there isa mateiial misstatement of thisotherinfomation, we are required to report that fad. We
have nothingto report based on these responsibilities.

With respect to the Directors’ Report, we also considered whether the disclosures required by the UK Companies Act 2006 have been
included.

Based on the responsibilities described abowe and our work underaken in the course of the audit, ISAs (UK) require us also to report certain
opinionsand mattersasdescribed below.

Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Diredtors’ Report for the year ended 31
December2017 is consistent with the financial statementsand hasbeen prepared inaccordance with applicable legalrequirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we did notidentify any
material misstatementsin the Directors' Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

Asexplained more fullyin the Statement of Directors' Responsibiliies set out on page 2, the directorsare responsible for the preparation of the
finandal statements in accordance with the applicable framework and forbeing satisfied that they give a true and fair view. The diredors are
also responsible for such intemal contra! as they detemine is necessary to enable the preparation of financial statementsthatare free from
material misstatement, whetherdueto fraud orermor. . .

In preparing the finandal statements, the directors are responsible for asse ssing the company’s ability to continue as a going concem,
disclosing as applicable, matters related to going concemn and using the going concem basis of accounting unless the directors eitherintend to
liquidate the company orto cease operations, orhave no realistic altemative but to do so.



LLOYDS BANK CORPORATE ASSET FINANCE (HP)LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF LLOYDS BANK CORPORATE ASSET FINANCE (HP) LIMITED
(CONTINUED)

Auditors’ responsibilities forthe audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the finandal statements as a whole are free from material mi sstatement,
whetherdue to fraud oremor, and toissue an auditors' report that includes our opinion. Reasonabl e assurance isa highlewel of assurance, but
is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a matenal misstatement when it exists.
Misstatements can arise from fraud orermorand are considered materialif,individually orin the aggregate, they could reasonably be expeded
to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibiliies for the audit of the finandal statements is located on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities. Thisdescription forms part of our auditors’' report.

Use ofthisreport

This report, induding the opinions, has been prepared for and only forthe company’s members as a bedy in accordance with Chapter3 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 to whom this report is shown orinto whose hands it may come save where expressly agreed by our prior
consentinwriting.

Other required reporting

Companies Act 2006 exception reporting
Underthe CompaniesAct 2006 we are required to report to you if,in our opinion:

. we have notreceived all the information and explanationswe require for ouraudit; or

. adequate accounting records have not been kept by the company, or retums adequate for our audit have notbeen received from
branchesnot visited by us; or

. certain disclosures of directors’' remuneration specified by law are not made; or

. the financial statementsare notin agreement with the accounting recordsand retums.
We have no exceptionsto report arising from thisresponsibility.
Entittementto exemptions

Underthe Companies Act 2006 we are required to report to you if, in our opinion, the directors were not entitled to take advantage of the small
companiesexemptionfrom preparing a strategic report. We have no exceptionsto report arising from thisresponsibility.

Mark Hoskyns-Abrs Senior Statutory Auditor)
forand on behalf of PricewaterhouseCoopersLLP
Chartered Accountantsand Statutory Auditors
Edinburgh

Date 28 June 2018

=



LLOYDS BANK CORPORATE ASSET FINANCE (HP) LIMITED

INCOME STATEMENT .
For the yearended 31 December2017

Finance income
Finance costs

Otheroperatingincome
Otheroperating expenses
Foreigﬁ exchange gain/(loss)
Profit before taxation
Taxationcharge

Profit after taxation for the year

Note

The accompanying noteson pages 11 to 21 are an integral part of the Financial Statements.

2017 2016
£000 £000
565 - 1,303
(386) (704)
179 599
788 45
M ®)

1 (1)
967 627
(186) (125)
. 781 502




LLOYDS BANK CORPORATE ASSET FINANCE (HP)LIMITED

STATEMENT OF COMPREHENSIVE INCOME
For the yearended 31 December2017

Note
Profit .after taxation for the year
Other Comprehensive Income
ltemsthat may subsequently be reclassified to profit orloss:
Movement incash flow hedges:
15

- changesin fair value taken to equity

Total comprehensive income fbr the year attributable to owners ofthe parent

The accompanyingnoteson pages 11 to 21 are an integral part of the Financial Statements,

2017 2016
£000 £000
781 502
204 33
985 535




LLOYDS BANK CORPORATE ASSET FINANCE (HP) LIMITED

BALANCE SHEET
As at 31 December 2017

Assets

Non-current assets

Hire purchase receivables
Loans and advances
Deferred taxation

Total non-current assets

Current assets

Hire purchase receivables

Loans and advances )
Amounts owed by group companies
Other debtors

Assets under construction

Total current assets

Total assets

Liabilities

Current liabilities

Amounts owed to group companies

Other creditors

Total current liabilities

Equity

Share capital
Other reserves
Retained earnings

Total equity

Total liabilities and equity

The financial statements on pages 6 to 21 were approved by the Board of Directors on 28 June 2018 and signed on its behalf by:

C G Dowsett
Director

Registered Number: 04839408

The accompanying notes on pages 11 to 21 are an integral part of the Financial Statements.

Note

13

12

10

14
16

2017 2016
,  £000 £000
9,967 7,331
25,721 -
111 156
35,799 7,487
3,888 6,585
7,548 -
10,673 11,847
386 50

- 2,536

22,495 21,018
58,294 28,505
45,640 16,485

- 351

45,640 16,836
(506) (710)
13,160 12,379
12,654 11,669
58,294 28.508




LLOYDS BANK CORPORATE ASSET FINANCE (HP) LIMITED

"STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

Share Other Retained Total

capital reserves eamings equity

Note £000 £000 £000 £000

Balance at31 December 2015 ) - (743) 11,877 11,134

Total comprehensive income for the year .

Profit forthe year - - 502 502

Cpange in fairvalue of derivatives, net of tax 15 - 33 - 33

Balance at 31 December 2016 : 15 - (710) 12,379 11,669
Total combrehensive income for the year

Profit forthe year - - 781 781

Change in fair value of derivatives, net of tax 15 - 204 - 204

Balance at31 December 2017 . 15 - (506) 13,160 12.654

The accompanying noteson pages 11 to 21 are an integral part of the Financial Statements.



LLOYDS BANK CORPORATE ASSETFINANCE (HP) LIMITED

CASH FLOWSTATEMENT
For the yearended 31 December2017

Profit before taxation
Add/(less) non cash items:

Foreign exchange (gain)/loss

Gain on termination of hire purchase agreements
Operating cash flowsbefore movementsin working capital

(Increase)/decrease in receivables

Decrease in payables

Cash (used in)/generated by operations

Tax paid .

Net cash flow (used in)lgenerated from operating activ ities
Financing activities

Increase/(decrease)in bankborrowings

Net cash flow generated from/{used in) financing activities
Net (decrease)/increase in cash and cash equivalents )
Cash and cash equivalentsat beginning of the year

Cashand cash equivalents atend of the year

Cash and cash equivalentsare comprised of:

Cash atbank

2016

2017

Note £000 £000
. 967 627
()] 11

(1) -

965 638

(31.040) 22,244

(262) (180)

(30,337) 22,702

(125) (610

(30,462) 22,092

29.249 {20.640)

29,249 (20.640)

(1,213) 1,452

11,847 10,395

10,634 11,847

9 10,634 11,847
10,634 11,847

The accompanying noteson pages 11 to 21 are an integral part of the Financial Statements.

10
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LLOYDS BANK CORPORATE ASSET FINANCE (HP)LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1 Accounting policies

The principal accounting polides applied in the preparation of these finandal statements are set out below. These polides have been
consistently appliedto all the yearspresented, unless otherwise stated.

The finandal statements have been prepared in accordance with Intemational Finandal Reporting Standards as adopted by the European
Union, under the historical cost conwention, as modified by the revaluation of available-for-sale finandal assets, and finandal instruments

(including derivatives) at fair value.
The financial statementshave been prebared inaccordance with CompaniesAct 2006 applicable to companiesreportingunder IFR Ss.
The financial statementsalso comply with therelevant provisions of Part 15 of the CompaniesAct 2006.

The finandal statements have been prepared on the going concem basis which assumes that the company. will continue in operational
existence for the foreseeable future. The validity of this assumption depends on the continuing finandal support provided by Lloyds Bank pic.
Aftermaking appropfiate enquiries, the diredors believe thatitis appropiate forthe inandal statements to be prepared on the going concem
basis. .

Crtical accounting estimatesand judgements

The preparation of finandal statements requires management to make judgements, estimates and assumptions that affect the reported
amounts of assets, liabiliies, income and expenses. Due to the inherent uncertainty in making estimates, actual results reported in future
periods 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, induding expectations of future events that are believed to be reasonable underthe
circumstances. Revisions to accounting estimates are recognised in the peiiod in which the estimate is revised and in any future peiods
affedted. The acoounting polides deemed crifical to the company’'s results and finandal position, based upon mateiality and significant
judgementsand estimates, are discussed below.

Impaiment

The company regularly reviews the portfolio of finandal assets for impaiment. In determining whether an impairment has occurred at
the balance sheet date the company considers whether there is any observable data indicating that there has been a measurable
decrease in the estimated future cash flows or their tmings; such observable data indudes whether there has been an adwerse
change in the payment status of borrowers or changesin economic conditions that correlate with defaults on repayments or val ues of
underlying assets. Where thisis the case, the impaimentlossis measured in accordance with note 1(b) below.

!
1(a) Hire purchase receivables

Assets hired to customers are dassified as hire purchase debtors if the hire purchase agreements provide the customer with a.n option to
acquire title to the asset upon the fulfiments of agreed conditions and which is expected to be exercised. When assets are finanaed under a.
hire purchase agreement the amount due from the hirer is recorded as a receivable at the present value of the future payments being the
companys netinvestment in the asset. Hire purchase income is recognised overthe hire term using the net investmentmethod so as to refiect
a constant periodic rate of retum on the company'snetinvestment inthe asset over the hire term.

Initial dired costs attributed to negotiating and amanging the hire purchase are included in the initial measurement of the hire purchase debtor
thus reducing the amount of income recognised overthe hire term.

Hire purchase agreements for which the assets are under construction at the yearend have been dassified as assets under construction. As
at 31 December 2017, the value of hire purchase agreements on assets under construction was £nil (2016: £2,536,000).

1(b) Impairment

At each balance sheet date the company assesses whether, as a result of one or more events occuring after initial recognition, there is
objective evidence that a financial asset or group of financial assetshas become impaired.

The criteria thatthe company usesto detemmine that there is objective evidence of an impairment lossinctude:

. Delinquency in contractual payments of principal and/or interest;

. Indicationsthat the bomower or group of bomrowersis experiencing significantfinancial difficulty;
. Restructuring of debt to reduce the burden on the bomower;

. Breach of loan covenants or conditions; and

. Initiation of bankruptcy. -

If there is objective evidence that an impairment loss has been incured, a provision is established which is 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
implicit rate inthe lease.

If, in a subsequent period, the amountof the impairmentlossdecreases and the decrease can be related objectively to an event ocaurring after
the impaiment was recognised, such as animprovement in the bomower's credit rating, the camying amount of the asset is in creased to the
revised estimate of its recoverable amount, but so that the increased camying amount does not exceed the carrying amount that would have
been determined had no impaiment loss been recognised for the asset in prior years. A reversal of an impaimment lossi's recognised as a
credit to the income statement..

11



LLOYDS BANK CORPORATE ASSET FINANCE (HP) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
1 Accounting policies (continued)
1(c) Taxation, including deferred income taxes

Tax expense compiises current and defermed tax. Qument and defemed tax are charged or credited in the income statement exce pt to the
extent that the tax arises from a transaction or event which is recognised, in the same or a different period, outside the income statement
(either in other comprehensive income, directly in equity, or through a business combination), in which case the tax appears in the same
statement asthe transaction that gave rise to it.

Curment tax is the amount of corporate income taxes expected to be payable or recoverable based on the profit for the: period as adjusted for
items that are not taxable or not dedudtible, and is calculated using tax rates and laws that were enacted or substantively enacted at the
balance sheetdate.

Cument tax indudes amounts provided in respect of uncertain tax posiions when management expects that, upon examination of the
uncertainty by Her Majesty's Revenue and Customs (HMRC) or another tax authoiity, itis more likely than not that an economic outfiow will
occur. Provisions reflect management's best estimate of the ultimate liability based on theirinterpretation of tax law, precedent and guidance,
informed by extemal tax advice as necessary. Changes in fads and drcumstances underlying these provisions are reassessed at each
balance sheet date,and the provisions are re-measured asrequired to reflect cument information.

Deferred taxis recognised on temporary differences arising between the tax bases of assets and liabilities and their canmying amounts in the
balance sheet. Deferred taxis calaulated using tax rates and laws that have been enaded or substantively enacted at the bal ance sheet date,
and which are expected to apply when the related deferred tax asset is realised or the deferred tax liability issettled.

Deferred tax liabilifes are generally recognised for all taxable temporary differences but not recognised for taxable temporary differences
arising oninvestmentsin subsidiaries, associatesandjoint amangementswhere the reversal of the temporary difference canbe controlledand
itis probable that the difference will not reverse in the foreseeable future. Deferred tax liabiliies are not recognised on temporary differences
that arise from goodwill whichisnot deductible fortax purposes.

Deferred tax assets are recognised to the extentit is probable that taxable profits will be available against which the dedu ctible temporary
diflerences can be utilised, and are reviewed at each balance sheet date and reduced to the extent thatitis no longer probable that sufficient
taxable profitswill be available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are not recognisedin respect of temporary differences that aise oninitial recognition of assets and liabilities
acquired otherthanin a business combination. Deferred tax isnot discounted.

1(d) Dividends
Dividendsare recognised inequity only when the company hasthe obligation to pay the ordinary shéreholder.

1(e) Cash and cashequivalents

For the puposes of the cash flow statement, cash and cash equivalents comprise cash and amounts due‘from banks with original maturifies of
less than three months.

1(f) Fairvalue

The fair value of finance lease receivablesis desived from a present value cash lowmodel of expected cash flows from thelease using current
market interest rates and margin forthe risks inherentin the lease.

1(g) Derivative financial instruments

All derivatives are recognised at their fair value. Fair values are obtained from quoted market prices in active markets, induding recent
market transactions, and using valuation techniques, induding discounted cash flow and options piicing models, as approprate. Deiivatives
are camied in the balance sheet asassets when their fair valueispositive and asliabilitieswhen their fair value isnegative.

Changes in the fair value of any derivative instrument that is not part of a hedging relationship are recognised immediately in the income
statement.

Derivatives embedded in finandal instruments are treated as separate derivaives when their economic characteristics and fisks are not
closely related to those of the host contradt and the host contractis not camied at fai r value through profit orloss. These embedded derivatives
are measured at fair value with changesin fair value recognised inthe income statement.

The method of recognising the movements in the fair value of the deiivatives depends on whethertheyare designated ashedging instruments
and, if so, the nature of theitem being hedged. Hedge accounting allows one financial instrument, generally a deiivative such as a swap, to be
designated as a hedge of another financial instrument such as a loan or deposit or a portfolio of the same. At the inception of the hedge
relationship, formal documentation is drawn up spedfying the hedging strategy, the hedged item and the hedging instrument and the
methodology that will be used to measure the effectiveness of the: hedge relationshipin offsetting changesin the fair value or cash lowofthe
hedged risk The effectiveness of the hedging relationship must be tested throughout itslife and if at any pointitisconcl uded that itisno longer
highly effective in achieving its objective the hedge retationship isterminated.

12



LLOYDS BANK CORPORATE ASSET FINANCE (HP) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
1 Accounting policies (continued)

1(g) Derivative financial instruments (continued)

The company designates denvauves as hedges of highly probable future cash flows attibutable to recognise d assets or liabiliies (cash flow
hedges). .

The effective portion of changesin the fair value of derivatives that are designated and qualify as cash flow hedges is recognised in other
comprehensive income, and in equity. The gain or loss relating to the ineffective portion is recognised immediately in the income statement.
Amounts accumulated in equity are recyded to the income statement in the periods in which the hedged item affeds profit or loss. When a
hedginginstrument expires oris sold, or when a hedge no longer meets the criteria for hedge accounting, any cumulative gain or loss existing
in equity at that time remainsin equity and isrecognised when the forecast transactionisultimately recognised in the

income statement. When a forecast transaction is no longer expected to occur, the cumulatwe gain or Ios that was reported in equity is
immediately transferred to the income statement.

The company doauments at the inception of the transaction the relationship between hedginginstrumentand the hedgeditem. The company
aiso documents its assessment both at hedge inception and on an ongoing basis, of whether the derivatives that are used in he dging
transactions are highly effective in offsetting changesin fair values or cash flowsof hedged i tems.

The full fair value of a hedging derivativeisclassified asa non-current asset or liability if the remaining maturity of the hedged item ismore than
12 monthsand asa cunent asset or liability, ifthe maturity of the hedgeditemislessthan 12 months.

1(h) Foreign currency transiation

ltems induded in the financial statements are measured using the curency of the pimary economic environment in which the entity operates
(the functional aurency'). The finandal statements are presented in pounds sterling, which is the companys functional and presentation
currency.

Foreign aumrency transactions are trand ated into the fundional currency using the exchange rates prevailing at the dates of the transactions.
Foreign exchange gains and losse s're sulting from the setfement of such transactions and from the translation at yearend exchange rates of
monetary assets and liabiliies denominated in foreign curendes are recognised in the income statement except when deferred in equity as

qualifying cash flow hedges.

2 Finance income

2017 2016

£000 £000

Hire purchase income 565 1,303
565 1,303

Hire purchase income representsthe income component ofhire purchase receivableseamed in the year, being hire purchase instalmentsless
capital repayment.

3 Finance costs

2017 2016
£000 £000
Interest payable on bankloanswith other group companies : 134 334
Interest rate swaps: Cash flowhedges 252 370
386 704
4 Other operating income

2017 2016
£000 £000
Otherfeesreceivable 787 45
Gain on termination of hire purchase agreemenls : 1 -
788 45

5 Other operating expenses
2017 2016
£000 £000
Miscelianeousexpenses ) . 1 . .6
1 6

13



LLOYDS BANK CORPORATE ASSET FINANCE (HP)LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

6 Profit before taxation

Audit feesforthe company are bome by the ultimate parentcompany, which makesno recharge to the company.

The company hasno employees (2016: nil).

The directors, who are considered to be key management, received no remuneration in respect of their services to the company. The
emoluments of the directors are paid by a fellow Group undertaking on behalf of the ultmate parent, Uoyds Banking Group plc, which makes
no recharge to the company. The directors are also directors of a number of other subsidiaies of the Group and are also substantially
engaged in managing their respective business areas within the Group. Given this, it is not possible to make an accurate appo rtionment of
diredors'emolumentsin respett ofthelrserwcesto each of the subsidiaries. Accordingly, these financial statementsindude no emolumentsm

respect of the directors.

7 Taxation charge

2017 2016
£000 £000

The taxation charge for the year comprises:
Current tax payable on profit for the year (186) (125)
(186) (125)

Total cument tax payable forthe year

Where faxation on the company's profit forthe year differs from the taxation resutt that would aiise using the standard rate of corporation tax of
19.25% (2016: 20.00%), the differences are explained below: ’

2017 ' 2016
£000 £000
Profit before taxation 967 627
Tax at standard rate of corporationtax (186) (125)
Total taxation charge (186) {(125)
The Finance (No. 2) Act 2015 reduced the mainrate of corporationtax to 19% with effect from 1 April 2017.
The Finance Act 2016 furtherreducedthe co'rporation tax rate to 17% with effect from 1 April 2020.
8 Hire purchase receivables
Minimum lease payments Present value of minimum lease
payments
2017 2016 2017 2016
Amountsreceivable under hire purchase £000 £000 £000 £000
Within 1 year 4,243 7,037 3,888 6,585
2-5yearsinclusive i 9,794 5,641 8,859 4,640
After5 years 1,124 2,738 1,108 2,691
15,161 15,416 13,855 13,916
Less: Uneamed finance income {1,306) (1,500)
Present value of minimum lease paymentsreceivable 13.855 13916
Analysed as: -
Non-current hire lease receivable 9,967 7,331
Curmrent hire lease receivables 3,888 6,585
13,855 13,916

The fairvalue of the company’éhire purchase receivablesat 31 December2017 isestimated at £12,052,000(2016:£12,898,000).

The oost of hire purchase transactions enteredinto during the year amounted to £5,322,000 (2016: £1,878,000) and the cost of hire purchase
assets terminated during the year amounted to £229,000 (2016: £55,559,000). The temination of these agreements gave rise to a gain of

£1,000 (2016: £nil).
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LLOYDS BANK CORPORATE ASSET FINANCE (HP)LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

9 Amounts owed by group companies

2017 2016
£000 £000
- Cash atbank 10,634 11,847
Amountsdue from group companies 32 -
Derivative financialinstruments(note 11) 7 -
10,673 _ 11,847
For further details please referto note 17.

10 Amounts owed to group companies
2017 2016
£000 £000
Bank bomrowings 43,937 14,688
Interest payable 883 795
Amountsdue to group companies 12 12
Tax payable © 186 125
Derivative financialinstruments (note 11) 622 865
45,640 16,485

For further detailsplease referto note 17.

11 Derivative financial instruments

Derivative finandalinstrumentsindude interest rate swaps. An interest rate swap is an agreement between two parties to ex change fixed and
floatinginterest payments, based upon interest rates defined in the contract, without the exchange of the underlying princip alamounts.

The fairvaluesof these derivative financialinstruments are based on discounted cash flowmodeisat 31 December2017.

The derivatives used by the company are designated as cash flow hedges, these hedge against fluctuations in market interest rates and are
detailed below.

The effedive portion of changes in the fair value of cash flow hedges is recognised in other comprehensive income. The ineffective porion is
recognised immediately in the income statement. The cash flowhedges were highly effedive throughout the yearand no ineffeciveness was

recognised in profitorioss duning the year.

The full fair value of a hedging derivative is classified as a non-cumrent asset or liability when the remaining hedged item is more than 12
monthsand asa cument asset or liability when theremaining hedgeditemislessthan 12 months.

Interest paymentsarising on borrowingsare settled on a quarterly basis.

Contractual/ FairValues Assets FairValues
Notional amount ) Liabilities
£000 £000 £000
31 December2017
Interest rate swaps 42,969 7 622
42,969 7 622
31 December2016
Interest rate swaps 11,996 - 865
11,996 - 865
12 Assets under construction
2017 2016
£000 £000
At beginning of year ' 2,536 1,431
Additionsduring year 2,786 2,536
Transfers to hire purchase receivablesduring year (5,322) __ (1.431)
- 2,536

Atend of the year
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LLOYDS BANK CORPORATE ASSET FINANCE (HP)LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |

12 Assets under-construction (continued)

At the beginning of the year, assets under construction represented amounts incurred on construction of smokeless fuel production plant.
Construction was completed during the year and thisbecame a hire purchase agreement.

- 43 Deferred taxation

2017 2016
£000 £000
Atbeginning of theyéar 156 174
Movementinotherreserves (48) (10)
Impact of tax rate change on deferred tax on ca§1 flow hedges 3 (8)
Atend of the year 111 156
Deferred taxation assets are comprised as follows:
2017 2016
£000 £000
Deferred taxation assets
Cash flow hedges 111 156
Total deferred taxation assets 111 156
- The Finance (No. 2) Act 2015 reduced the mainrate of éomorationtax to 19% with effect from 1 April 2017.
The Finance Act 2016 further reduced the comporation tax rate to 17% with effect from 1 April 2020.
14 Share capital
2017 2016
£ £
Allotted, issued and fully paid
100 ordinary sharesof £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 concem, provide an adequate
retum to its shareholder through pridng products and services commensurately with the level of risk and, indirectly, to sup port the Group’s
regulatory capital requirements.

The company’s parent manages the company’s capital structure and makes adjustments to itin the light of changes in economic conditons
and the risk characteiistics of the underying assets. In order to maintain or adjust the capital structure, the company’s pa rent may adjust the
amount of dividendsto be paidto the shareholder, retum capital to the shareholder, issue new shares, orenterinto debt financing.

The company’s capital comprises all components of equity, movements in which appearin the statement of changes in shareholde rs’ equity.

15 Otherreserves

Otherreserves relatesto gainsand losses recognised on cash flow hedges.

2017 2016

£000 £000
Atbeginning of the year (710) (743)
Change in fair value of cash flow hedges 249 51
Deferred taxation thereon 48) (10)
Impact oftax rate change . 3 (8)
Atend of the year (506) (710)

There was no ineffectiveness to be recorded in the statement of comprehensive income/income statement from cash flow hedges.
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" LLOYDS BANK CORPORATE ASSET FINANCE (HP) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

16 Risk managementoffinancial instruments

The primary financial iisks affecting the company are: credit fisk, liquidity risk and market isk (which indude interest rate risk and foreign

currency risk). Information onthe managementof these financial risks and further disclosuresis given below.

In accordance with IAS39 “Financial instruments: Recognition and measurement’, the following finandal instruments, induding denvatives,

are classified asshown:

Held at Held at Fair Loansor Total
cost/amortised Value receivables
- cost

At 31 December2017 £000 £000 £000 £000
Assets
Hire purchase receivables - - 13,855 13,855
Loansand advances - - 33,269 33,269
Amountsowed by group companies . 10,666 7 - 10,673
Otherdebtors 386 - - 386
Assets under construction ' - - - -
Total financial assets 11,052 7 47 124 58,183
Liabilities
Amounts owed to group companies 45,018 622 - 45,640
Other creditors - - - -
Total financial liabiliies 45,018 622 - 45,640

Held at Held at Fair Loansor Total

cost/amortised Value receivables
cost

At 31 December2016 ) ) £000 £000 £000 £000
Assets
Hire purchase receivables - - 13,916 13,916
Amountsowed by group companies 11,847 - - 11,847
Otherdebtors 50 - - 50
Assets underconstruction 2,536 - - 2,536
Total financial assets ’ 14,433 - 13,916 28,349
Liabilities
Amountsowed to group companies 15,620 865 - 16,485
Other creditors 351 - - 351
Total financial liabilities 15,971 865 - 16,836

Credit isk management:

Creditriskis the risk that one party to a finandal instrument will cause a finandal loss for the other party by failing to discharge an obligation.

The maximum credit risk exposure of the company in the event of other parties failing to perform their obligatons is detailed below. The
maximumexposure to lossis considered to be the balance sheet canying amount asat 31 December.

Financial assetswhich are neitherpast due norimpaired for credit risk

Hire purchase receivables
Loansand advances

Amounts owed by group companies
Otherdebtors

Assets under construction

Total creditrisk exposure
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£000 £000
13,855 13,916
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10,673 11,847
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LLOYDS BANK CORPORATE ASSET FINANCE (HP)LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

16 Risk managementoffinancial instruments {(continued)

Credit risk management (continued):

Credit isk management is performed by various committees established by its ulimate parent, Uoyds Banking Group plc. Each lease orloan
is asse ssed for credit risk prior to approval and assigned a credit rating based on the credit risk rating methodology and management policy of
the Lloyds Banking Group pic. Credit ratings of the lease counterparties are monitored, where necessary revised, over the life of the lease.
The table below reflectsthe creditrating of the financial assetsportfolio netof any financial guaranteesreceived.

Financial assetsby creditrating:

AAA AA A BBB. Rated BB Notrated Total

or lower
At 31 December2017 £000 £000 £000 £000 £000 £000 £000
Hire purchase receivables - - 1,731 8,263 3,861 - 13,855
Loansand advances - - 33,269 - - - 33,269
Amounts owed by group companies - - 10,673 . - - - 10,673
Other debtors - - - . - 386 386
Assets under construction ’ - - - - - - _ -
Total - - 45,673 8,263 3,861 386 58,183
AAA AA A BBB Rated BB Notrated Total

or lower
At 31 December2016 £000 £000 £000 £000 £000 £000 £000
Hire purchase receivables - - 4,237 5,451 4,183 45 13,916
Amountsowed by group companies A - - 11,847 - - - 11,847
Otherdebtors - - - - - 50 50
Assets under construction - - - 2.536 _ - - 2,536
Total ‘ - - __ 16,084 7,987 4,183 95 _ 28349

At the balance sheet date the company asse sses if there is objective evidence that the finandal assets have become impaired. Evidence of
impairment may indude indications that the counterpartyis experiendng finanda! difficulty, default or delinquency in setiements of amounts
due ordebt restructuringsto reduce the financial burden on the counterparty.

At 31 December 2017 and 2016 there were no impairments relating to credit risk against any finandal assets nor any lease receivables past
due on scheduled lease payments. The credit fisk exposure under short—temn debtors, deposits and other finandal assets are represented by
the bookvaluesin the above table.

For finandal assets held at amortised cost the fair value approximates to their camying values, except for hire purchase receivables whose fair
value isdisclosed in note 8.

FairValue Estimation:

The table below provides an analysis of the inandal assets and liabilities of the company's that are camied at fair value, grouped into levels 1
to 3 based on the degree to which the fair value isobservable asdefined below:

- Quoted prices (unadjusted)in active markets of identical assets and liabilities (level 1)

- Inputsotherthan quoted pricesincluded withinlevel 1 thatare observable for the asset or liability, either directly, orindirectly (level 2)
- Inputsfor the asset or liability that are not based on observable market data (level 3)
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LLOYDS BANK CORPORATE ASSET FINANCE (HP)LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
16 Risk managementoffinancial instruments (continued)

FairValue Estimation (continued):

Valuation hierarchy Level 1 Level 2 Level 3 Total
£000 £000 £000 £000
31 December2017 )
Derivative financial instruments - 7 - 7
Financial assets ) - 7 - 7
Derivative financial instruments - 622 - 622
Financialliabilities - 622 - 622
Level 1 Level 2 Level 3 Total
£000 £000 £000 £000

31 December2016
Derivative financial instruments -

Financial assets - - -

Derivative financial instruments - 865 - 865

Financial liabilities - 865 - 865
Liquidity riskmanagement: '

Liquidity fisk is the risk that an entity will encounter difficulty in meeting obligations associated with finandal liabilities that are setied by
delivering cash orother financial assets.

The liquidity profile of financial liabilities at year end was as follows:

At 31 December2017 Bankbomrowings Otherliabilities Derivatives Total Liabiliies
£000 £000 £000 £000
Ondemand - 1,061 - 1,061
Up to 1 month 39,736 7 - 39,743
1-3 months 4,201 1 - 4,202
3-12 months - - - -
1-5 years - 12 622 634
Over5 years - - -
Total 43 937 1,081 622 45,640
At 31 December2016 Bank borrowings Otherliabilities Dernivatives Total Liabilities
£000 £000 £000 £000
On demand - 1,263 - 1,263
Up to 1 month 10,741 1 - 10,742
1-3 months 2,196 9 - 2,205
3-12 months 1,751 1 15 -1,767
1-5years - 3 88 91
Over 5 years - 6 762 768
Total 14,688 1,283 865 16.836

The fairvalue of current liabiliies approximatestheir camying values.

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

Interest rate risk management:

interest rate risk is the risk that the future cash flows and fair values of a finandal instrument may fluctuate because of changes in market
interest rates. : '

The company takes into account the exposure on fluctuationsin the prevailing levels of market interest rates onits cash flows when structuiing
its operations by ensuring theinterest tems of its finance income is matched to the variable interest terms of the borowing used to finance the
leasing portfolio. As such the company has no material exposure to finandal risk arising from changes in market interest rates. interest rate
risk is hedged using interest rate swaps. '

" Based on the balance sheet carmying values a +/- 25 basis point change ininterestrates will increase/reduce financeincome and finance costs
by £nil (2016: £nil).
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
16 Risk managementoffinancial instruments (continued)
Foreign currency risk

Foreign cumency riskis the risk that the fair value or future cash flows of a finandal instrument will fluctuate because of changesin foreign
exchange rates. ’

Exposure to foreign aumency fluctuations arises due to its finandal assets and liabiliies being denominated in foreign curendes. The
company hedges the majority of its foreign cumency exposure by taking out foreign aurrency swaps where necessary. The fair v alue of any
currency swap is includedwithin derivative financial instrumentsif applicable.

Atthe yearend,if the currency had fluduated by +/- 25 basispointsagainst the EURO and USD, with all othervariablesheld constant, post tax
profit would have changed by an insignificant amount (2016: insignificant) primarily due to assets/liabilitiesdenominated in EURO and USD.

Foreign cummency risk— canrying amount EUR
At 31 December2017 ) €000

Financial assets

Hire purchase receivables - 5,534
Amounts owed by group companies 9
' 5543

Financial liabilities

Amounts owed by group companies 5,529
5529

Foreign cumency risk — carrying amount EURA
At 31 December2016 ‘ €000

Financial assets

Assets underconstruction 2,958
Amounts owed by group companies 13
2,971

17 Related parties

The company’s immediate parent company is Lloyds Bank Leasing Limited. The company regarded by the directors as the ultimate parent
company and ulimate controlling party is Lloyds Banking Group plc, a limited liability company incorporated and domidledin Scoland, which -
is also the parent undertaking of the largest group of undertakings for which group financial statements are drawn up and of which the
company is a member. Lloyds Bank plc is the parent company of the smallest such group of undertakings. Copies of the group financial
statementsmay be downloaded via www.lloydsbankinggroup.com.

The company’s related parties indude other companies in the Group and the company’s key management personnel. Key management
personnel are those persons having authoiity and responsibility for planning, directing and controlling the adivites of the company, which is
determined to be the company'sdirectors, who are listed on page 1 of these financial statements.

In respect of related party transactions, the o utstanding balancesreceivable/(payable) at 31 December were asfollows:

Nature of transaction Related party Related party relatonshp 2017 2016 Terms and conditions
£000 £000 Repayment  Interest
Cash at bank Lloy ds Bank plc Intermediate parent undertaking 10,634 11,847 No fixed date N/A
Amounts due from group Lloy ds Bank Corporate Asset Fellow subsidiary undertaking ’ 32 - No fixed date N/A
companies Finance (No. 4) Ltd
Tax pay able “Bank of Scotland plc Fellow subsidiary undertaking (186) (125) No fixed date N/A
Amounts due togroup cos Lloyds Bank plc Intermediate parent undertaking (12) (12) No fixed date N/A
Bank borrowings Lloy ds Bank plc Intermediate parent undertaking (43,937) (14,688) 12/1/18 - 15/3/18 0.49-0.52%
Interest payable Lloy ds Bank plc Intermediate parent undertaking (883) (795) 12/1/18 - 15/3/18 N/A
Deriv ative financid Lloy ds Bank plc Intermediate parent undertaking (622) (865) 12/4/18— 20/4/22 0.49-0.52%
instruments payahle
Deriv ative financia Lloy ds Bank plc Intermediate parent undertaking 7 - 30/6/22 0.00%

instruments receivable

There were no doubtfui debts or bad debt expensesrelating to the above balancesincumed during the year.
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17 Related parties (continued)

Bank bomowings are interest bearing and during the year rates of interest of between 0.23% and 0.52% (2016: between 0.26% and 1.00%)
were charged. Finanee oosts of £386,000 (2016: £704,000) were incurred during the year. Bank borrowings are not guaranteed and there are

no inter-company guaranteesin place.

The company paid tax of £125,000 (2016: £610,000) during the year to fellow subsidiary Undenakings.

The registered offices of related partiesare noted below:

Related part

LioydsBankplc
Bank of Scotland pic

- Registered address

25 Gresham Street, LondonEC2V 7HN
The Mound, Edinburgh, EH1 1YZ

LloydsBankCorporate Asset Finance (No 4) Ltd 25 Gresham Street, LondonEC2V 7HN

18 Future developments

The following accounting standard changes will impact the company in the future finandal years. Save as disclosed below, the initial view is
that none of these pronouncements are expected to cause any matenal adjustmentsto reported numbersin the Financial Statements.

Pronouncement

IFRS 9; 'Finandal Instruments'

IFRS16; 'Leases’

Nature of change

IFRS 9 repaces IAS 39 ‘Financil Instruments: Recogniion and
Measurement’ and & effective for annual periods beginning on or after 1
January 2018, The compary has chosen 1 January 2018 as ts intial
application date of IFRS 9 and will not restate comparative periods.

Classification and measurement

IFRS 9 requres fimancid assels to be classfied into one o three
measurement categories, fair value through prdfit or loss, fairvale through
other comprehensive income or amortised cost Financial assets will be
measured at anotised cost f they are held within a business model the
objective of which s to hold financid assets in order to collect contractual
cash flows, and their cortractual cash flows represent solely payments of
principal and irterest Financial assets will be measured atfai value through
other comprehensive income ¥ they are held within a business model the
objective of which s achieved by beth collecting contractual cashflows and
selling financial assels and their contractual cash flows represent soley
payments of principal and interest Financial assets not meeting ether of
these two business models; and all equity instruments (unless designated at
inception to fair value through other comprehensive income) and all
deriv atives aremeasured at fairvalue through profit or loss. An ertity may, at
initial recognition, designate a financial asset as measured at fair value
through proft or loss if dong so eliminates or signficanty redwes an
accounting mismatch.

Impairment

IFRS 9 replaces the existing ‘ncurred loss' mpairmert approach wih an
expected credit loss (ECL') model resuting in eariier recogntion of credit
losses compared with IAS 39, The ECL mode! has three stages. Ertties are
required to recognise a 12 morth expected loss allowance on iniial
recogntion (stage 1) and a Ifetime expected loss allowance when there has
been a signfficant increase in credit risk since nitial recogntion (stage 2).
Stage 3 requires objective evidencethat an asset is credt-impaired, which is
similar to the guidance on incurred losses in IAS 39.

The full mpact of this pronouncemert is being assessed by the Company.
Howev er, the nitial view is that they are not expected to cause any material
adjustments to the reported numbers in the financid statements.

The IASB has issued IFRS 16to replace |AS 17 Leases which is effective for
annual periods beginning on or after 1 January 2018. IFRS 16 requires
lessees to recognise a right o use asset and a liability for future payments
arising from a lease contract. This change will mainly impact the properties
thatthe Group currently accourts for as operating leases. Lessoraccourting
requirements remain aligned to the current approach under IAS 17.
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