eeeeeeeeeeeeeeeeeeee

FFFFFFFFFF




FLONDS IS ASENG (N SVEIMITL

25 Gresham Street London EC2V 7HN

DIRECTORS
T I Cooke
A J Cumming (Alternate A M Basing)

J M Herbert
R A Isaacs

SECRETARY

S Slattery

AUDITORS

PricewaterhouseCoopers LLP

REGISTERED OFFICE

25 Gresham Street
London EC2V 7HN

REGISTERED NUMBER

5148237




OIS IS ASTNa N S EIMTTT D

REPORT OF THE DIRECTORS
REVIEW OF BUSINESS

During the year the principal activity of the company was the leasing of transport equipment on finance lease, and this 1s likely to continue for the
foreseeable future

The results of the company show a pre-tax loss of £986,000 (2006 £893,000) for the year as set out in the income statement on page 5

The company has a net deficit on shareholder's equity of £4,341,000 (2006 £2,276 000)

DIVIDENDS

The directors' did not authorise or pay any dividend duning the financial year (2006 £mil)

DIRECTORS

The names of the directors of the company are shown on page ! The following changes 1n derectors have taken place during the year and since the year

end

Appornted Resigned/Ceased to

be a director
T I Cooke 18 June 2007
J M Herbert 18 June 2007
R A Isaacs 23 May 2008
R F Pelly 26 February 2007
P Higgins 16 May 2008
A B Vowles 21 May 2008

RESPONSIBILITIES OF DIRECTORS
The directors are responsible for preparing the financial statements 1n accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors have elected to prepare the financial
statements n accordance with International Tinancial Reporting Standards (IFRSs) as adopted by the European Union The financial statements are
required by taw to give a true and fair view of the state of affairs of the company and of the profit or loss of the company for that period  In prepanng those
financial statements, the directors are required to ,

- select suuable accounting policies and then apply them consistently,

- mahe judgements and estimates that are reasonable and prudent,

- state that the financial statements comply with IFRSs as adopted by the European Union, and

- prepare the financial statements on the gming concern basis unless 1t 18 tnappropriate to presume that the company will continue in

bustness, in which case there should be supporting assumptions or qualifications as necessary

The directors confirm that they have complied with the above requirements in preparing the financial statements The directors are responsible for keeping
proper accounung records that disclose with reasonable accuracy at any time the financial position of the company and which enable them to ensure that
the financial statements comply with the Companies Act 1985 They are also responsible for safeguarding the asscts of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other arregulanties

AUDITORS AND DISCLOSURE OF INFORMATION TO AUDITORS

In the case of each director 10 office at the date the directors' report 1s approved
- so far as the director 1s aware, there 1s no relevant audit information of which the company's audhtors are unaware and
- the director has taken all the steps that he ought to have taken as a director 1n order to make himself aware of any relevant audnt
information and to establish that the company's aud:tors are aware of that informanon

PRINCIPAL RISKS AND UNCERTAINTIES

From the perspective of the company, the principal nisks and uncertainties are ntegrated with the principal risks of the group and are not managed
separatety For further details please refer to note ‘1 {f) — Financial sk management’ m these NMnancial statements

KEY PERFORMANCE INDICATORS ('KPIs")

Given the straightforward nature of the business the company's directors are of the opirion that analysis using KPls 15 not necessary for an understanding
of the development, performance or position of the business
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REPORT OF THE DIRECTORS
POLICY AND PRACTICE ON PAYMENT OF CREDITORS

The company follows “The Better Payment Practice Code™ published by the Department of Business, Enterprise & Regulatory Reform (BERR), regarding
the making of paymenis to suppliers A copy of the code and nformatton about 1t may be obtamned from the BERR Publications Orderline 0845-0150010
(quoting ref URN 04/606)

The company’s policy i1s to agree terms of payment with suppliers and these normally provide for setttement within 30 days afler the date of the invoice,
excepl where other arrangements have been negotiated It 1s the policy of the company to abide by the agreed terms of payment, provided the supplier
performs according to the terms of the contract

As the company owed no amounts 1o trade creditors at 31 December 2007, the number of days required to be shown i this report, 10 comply with the
provisions of the Companies Act 1985, 1s mil

On behalf of the board

S Slattery
Secretary

29 October 2008




LIOYDS TSBIEASING (NG S LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBER OF LLOYDS TSB LEASING (NO 8) LIMITED

We have audited the financial statements of Lloyds TSB Leasing (No 8) Limuted for the year ended 31 December 2007 which comprise the Income
Statement, the Balance Sheet, the Statement of Changes 1n Shareholder's Equity, the Cash Flow Statement and the related notes These financial statements
have been prepared under the accounting policies set out therein

Respective responsibilities of directors and audttors

The directors’ responsibibities for preparing the financial statements 1n accordance with applicable law and International Financial Reporting Standards
(IFRSs) as adopted by the European Union are set out 1n the Statement of Directors’ Responsibilies

Our responsibilety 1s 1o audnt the financial statements in accordance with relevant legal and regulatory requirements and Intemational Standards on Auditing
(UK and Ireland) This report, including the opinion, has been prepared for and only for the company's members as a body i accordance with Section 235
of the Companies Act 1985 and for no other purpose  We do not, in giving this opinion, accept or assume responsibulity for any other purpose or to any
other person to whom thus report 1s shown or 1nto whose hands it may come save where expressly agreed by our prtor consent in writing

We report (o you our opinion as 16 whether the financial statements give a true and fair view and whether the financial statements have been properly
prepared in accordance with the Companies Act 1985 We also report to you whether n our opinion the tnformation given m the Directors' Report 1s
consistent with the financial statements

In addition we report to you If, 1n our opinion, the company has not kept proper accounking records, tf we have not received all the information and
explanations we require for our audit, or If information specified by law regarding directors' remuneration and other transactions 1s not disclosed

We read the Directors' Report and consider the implications for our report if we become aware of any apparent musstatements wathun it

Basis of audit opinion

We conducted our audit 1n accordance with Internattonal Standards on Audiing (UK and Ireland) issued by the Audiung Pracuces Board An audrt
cludes examination, on a test basis, of evidence relevant o the amounts and disclosures in the financial statements It also includes an assessment of the
significant esumates and Judgements made by the directors 1 the preparation of the financial statements, and of whether the accounting policies are
appropnate to the company's circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the nformation and explanations which we constdered necessary in order to provide us with
sufficrent evidence 10 give reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or other
irregulanty or error  In forming our opinion we also evaluated the overall adequacy of the presentaton of informartion n the financial statements

Opinton

In our opinion
- the financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union of the state of the
company's affairs as at 31 December 2007 and of 1ts profit and cash flows for the year then ended
- the financial statements have been properly prepared 1n accordance with the Companies Act 1985, and
- the information given 1n the Directors' Report 1s consistent with the financial staternents

ﬂ\'waw (f;rn—ﬂ Lo

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors

Savannah House
3 Ocean Way
Ocean Viltlage
Southampton
SO143T)
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INCOME STATEMENT
For the year ended 31 December 2007

Finance wncome

Finance costs

Impairment charge
Admimstrative Expenses

Foreign exchange loss

Fair value of hedging derivatives recycled from other reserves

Loss before tax

Taxation credit

Profit/(loss) for the year

Note

‘The accompanying notes are an integral part of the Financial Statements

2007
£000

12,763

(13,603)

(840)

(986}

2,516

1,530

Restated
2006
£000

7056

(7.949)

(893}

(21,705)

21,705

(893)

2635

(628)




FLOYDS ISBEFASINGND 8 LINTTED

BALANCE SHEET
As at 31 December 2007

Assets

Non-current assets

Finance {ease receivables

Current assets

Amounts owed by group companies
Other debtors

Total assets

Liabihities
Current ltabalities

Amounts owed to group comparnies
Deferred fee income

Non-current habilities
Deferred fee income
Deferred taxation
Total hahilites
Equity

Share caputal

Other reserves
Retaimed earmings

Tetal habilitres and equity

The directors approved the accounts on 29 October 2008

W

J M Herbert
rector

Note

10
11

1
12

13
135
14

The accompanying notes are an integral part of the Financial Statements

2007
£000 £000
244,891
28,333
680 29,013
273,904
243,392
748 249,140
34
29,071 29,105
278,245
(5,056)
715 {4 3413
273,904

Restated
2006
£000 £000
194 816
26942
52 26,994
221,810
205,955
782 206,737
31
i7,318 17,349
224 086
(1,461)
(8135) (2,276)
221,810




LLOYDS TSB LEASING (NO 8) LIMITED

STATEMENT OF CHANGES IN SHAREHOLDER'S EQUITY

Note
Balance at 1 January 2006 13,14, 15
Loss for the year
Changes in fair value of cash flow hedges 15
Fair value of hedging denivatives recycled to income statement 15
Balance at 31 December 2006 13,14, 15
and 1 January 2007
Profit for the year
Changes in farr value of cash flow hedges 15
Fair value of hedging dervatives recycled to income statement 15
Balance at 31 December 2007 13,14, 15

The accompanying notes are an integral part of the Financial Statements

Restated Restated
Share other retamed
capital reserves profits Total
£000 E000 £000 £000
- 513 (187} 326
- - (628) (628)
- 19,731 - 19,731
- (21,705) - (21,705)
B (1,461) (815} (2,276}
- - 1,530 1,530
- 1,910 - 1,910
- (5,505) - (5.505)
- (5,056) 715 (4.341)




LLOYDS TSB LEASING (NO 8) LIMITED

CASHFLOW STATEMENT
For the year ended 31 December 2007

Net cash flow from operating activities

Net decrease wn cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Cash and cash equivalents at the end of the year comprise of
Bank deposits
Bank overdrafl

'he accompanying notes are an integral part of the Financial Statements

Nole

2007
£000

(96)

(96)
(1,000)

(1,096)

665
(1,761)

{1,096)

Restated
2006
£000

561

561
(1.561)

{1,000)

557
(1,557)

{1,000
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NOTES TO THE FINANCIAL STATEMENTS
1 Accounting pohcies
The principal accounting policies applied in the preparation of these financial statements are set out below

The financial information has been prepared under the histonical cost convention, as modified by the revaluation of avaiable-for-sale financial assets,
financial assets at fair value through profit or loss and ati derivative contracts, on the basis of IFRS

In prepaning these financial statements the company has adopted IFRS 7 Financial Instruments Disclesures and IAS 1 Presentation of financial statements
— Capntal Disclosures The adoption of IFRS 7 and IAS 1 impacted the type and amount of disclosures made in these financial statements, but had no
impact on the reponted profits or financial position of the company In accordance with the transitional requirements of the standards, the company has
provided full comparative information

There are no crucal areas which require disclosure where management have exercised judgement in applying the company’s accounting poltcies or in
determining accounting estimates

{a) Leases

Assets leased to customers are classified as finance leases 1f the lease agreements transfer substantially all the risks and rewards of ownership to the lessee
all other leases are classified as operating leases

When assets are leased under a finance lease the amount due from a lgssee is recorded as a recervable at the present value of the lease payment’s being the
company’s net investment 1n the lease Finance lease income 15 recogmised over the lease term using the net invesiment method so as to reflect a constant
periodic rate of return on the company’s net investment 1n the lease

When assets are leased under an operating lease the leased asset 1s included within fixed assets at cost and depreciated over the life of the lease on a
straght Iine basis after taking 1nto account anticipated residual values Operating lease rental income 1s recognised on a straight hine basis over the life of
the lease

Inihial direct costs attributed to negotiating and arranging the lease are included 1n the mtial measurement of the finance lease receivable thus reducing the
amount of income recognised over the lease term

(b) Impawrment

At each balance sheet date the company assesses whether, as a result of one or more events occurmng afler intial recognition, there 15 objectuve evidence
that a financial asset or group of financial assets has become impaired

If there 15 objective evidence that an impairment loss has been incurred, a provision s established which s calculated as the difference between the balance
sheet carrying value of the asset and the present value of the estimated future cash flows discounted at the asset's implicat rate n the lease

(c) Taxation
Current income tax which 1s payable on taxable profits 1s recogmsed as an expense n the penod 1in which the profits arise

Deferred taxation is provided in full, using the habuity method, on temporary differences anising between the tax bases of assets and liabihities and their
carrying amaunts in the financial statements However, deferred income tax 15 not accounted for 1f i1 anses from nitial recognition of an asset or liabthity 1n
a transaction other than a busingss combination that at the tme of the ansaction affects neither accounting nor taxable prefit or loss Deferred taxation ts
determined using tax rates that have been enacted or substantally enacted by the balance sheet date which are expected to apply when the related deferred
taxation asset 1s realised or the deferred taxation liatnlity 1s settled

Deferred taxation assets are recogmsed where it 15 probable that future taxable profit will be available against which the temporary differences can be
utilised Income tax payable on profits 1s recognised as an expense in the period 1n which those profits anse The tax effects of losses available for carry
forward are recognused as an asset when 1115 probable that future taxable profits will be available against which these losses can be utilised

(d) Cash and cash equivalents

Cash and cash equivalents compnises cash on hand and demand depesits as well as short-term, highly liquid investments that are readily convertible to
known amounts of ¢ash and which are subject to an insigmificant risk of changes in value

(&) Derwvative financial instruments

All denivatives are recognised at theirr fair value Fawr values are obtained from quoted market prices m active markets, including recent market
transactions, and using valuation techmques including discounted cash flow and optiens pricing models, as appropriate  Derivatives are carried in the
balance sheet as assets when their fair value 15 positive and as liabilities when thewr farr value 15 negatve

() Financial risk management

The company 15 expesed through its operations 1o a vaniety of financial nsks that include credit nsk and interest rate nsk Risk management 15 perfermed
by vanous Commutiees established by 1ts ultirate parent, Lloyds TSB Group plc for the management of these rnisks
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NOTES TO THE FINANCIAL STATEMENTS
1 Accounting policies (continued)
(g) Fair value

The fair value of the finance lease recevables disclosed in note 7 is derived from & present value cash flow model of expected cash flaws from the lease
using current market nterest rates and margin for the nsk inherent 1n the lease

(h) Fareign currency translation

Items ncluded 1n the financial statements are measured using the currency of the primary econonuc environment in which the entity operates (‘the
functional currency') The financial statements are presented in sterling, which is the company's functional and presentation currency

Foreign currency transactions are translated mto the functional currency using the exchange rates prevailing at the dates of the transactions Foreign
exchange gains and losses resultng from the settlement of such transactions and from the translation at year and exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognised in the income statement except when deferred in equity as qualifying cash flow hedges

(1) Prior year adyustment and restatement of comparatives

The comparatives far the year ending 31 December 2006 have been restated i accordance with [ASR “Accounting pelicies, changes 1n accounting
estmates and errors” to reflect the correct presentation of the recyching of foreign currency hedge into the income statement

In 2006, the company’s presentation of the prior period comparatives have been restated to conform with current presentation changed to show the gross
posittons n foreign exchange movements and the impact of value of hedging derivative tnstruments, a further expense of £21,705,000 1s recogmised as
foreign exchange loss which 1s fully offset by the equal and opposite gawn in the fair value of hedging derivatives that the company has entered into

Thus has no impact on retained earnings for the year ending 31 December 2006

2 Finance Income

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

3 Fmance costs

2007 2006

£000 £000
interes1 due to other group companies on bank loans and overdrafis 13,603 7,949
4 Impairment charge

2007 2006

£000 £000
Tax rate variation 20 .

As a result of the Finance Act 2008, the corperation tax rate has changed {rom 30% to 28% with effect | Apnl 2008

The change in corporation tax rate has given rise to a reduction mn deferred taxation and, because of tax rate variation clauses in the leases, a reduction in
the lease rentals This reduction i rentals has given 1ise to a reduction in the interest rate implicit within the tease which when applied retrospectively, has
produced a onhe ofT impairment of the {inance lease receivable

5 Laoss before tax

Audit fecs for the company are borne by the immedtate parent company, the audit fee attributed to this company for the year was £2,823 (2006 £3,600)
The company has no employees and the dircctors recerved no remuneration n respect of their services Lo the company

10
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NOTES TO THE FINANCIAL STATEMENTS

6 Taxation credst

2007 2006

(a) The credut on profit/(fosses) for the year comprises of £000 £000
Group rehef receivable on current taxation loss for the year 15,614 14,962
Total group rehef receivable for year 15,634 14,962

Deferred taxation {note 12) (13,122 (14,694)

Adjustment n respect of prior years 4 {3
2,516 265

Tax on the company’s profit differs from the tax credit that would anse using the standard rate of corporation tax of 30% (2006 30%) The differences are
explained below

(b)  Factors affecting the tax credit for the year

2007 2006

£000 £000
Loss on ordinary activities before taxatior (986) (893)
Tax ¢redut al the standard raie of corporation tax 295 268
Adjustment 1n respect of prior years 4 (3)
Impact of tax rate change 2,217 -
Total tax credu for the year 2,516 265

As a resull of the Finance Act 2008, the corporation tax rate has changed from 30% to 28% with effect from 1 Apnl 2008 The impact of this change on
the financial accounts for the year ending 31 December 2007 15 to recognise a one off adjustment to the deferred 1axanen hability reflecting the adjustment
required to remeasure the deferved taxation habihity at a lower rate of tax for the remaming iife of the underlying assets

7 Finance lease receivables
Present value of

Munimum lease payments Minimum lease payments
Restated* Restated*
2007 2006 2007 2006
£000 £000 £000 £000
Amounts recervable under finance leases
Within one year 11,172 9.904 - -
2-5 years inclusive 45,041 45,489 187 -
After 5 years 461,694 423 305 244,704 194,816
517,907 478,698 244,891 194,816
Less Unearned finance income (273,016} (283,882)
Present vatue of mimimum icase
payments receivable 244,891 194,816
2007 2006
£000 £000
Analysed as
Non-current finance lease receivables 244 891 194,816
Current finance tease receivables - -
244,891 194 816

*To conform 1o the current year presentation the pnor year comparatives for finance lease receivables have been adjusted to reclassefy £813 000 of commutment fees previously recognised as
finance Icase receavables as deferred fee income on the balance sheet This restalement has 1o inpact on the resulls of the company or reserves

1
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NOTES TO THE FINANCIAL STATEMENTS

7 Finance lease receivables (continued)

The average term of the finance leases entered nto 15 32 years
The average effective interest rate contracted approximates 5 82% (2006 4 73%) per annum

The fair value of the company’s finance lease receivables at 31 December 2007 15 estimated at £228 million (2006 £179) mulion}

Leased assets acqurred during the year amounted to £55,141,000 (2006 £106,693,000) An impairment of £20,000 (2006 £rul) was charged duning the

year Further detils are disclosed in note 4 of the financial statements

8 Dernvative financial instruments

The principal derivatives used by the company are designated as cash flow hedges and are detailed below

31 December 2007

Currency swaps

3| December 2006 {Restated*)

Currency swaps

9 Amounts owed by greup companies

Amounts falling due within one year

Cash and cash equivalents

Group relief receivable

Denvative financial nstruments

For further details please refer (o note 18

10 Amounts owed to group companies

Amounts falling due within one year

Cash and cash equivalents

Bank borrowings

Interest payable

For further details please refer to note 18

11 Deferred fee income

At beginning of the year
Recogmsed as income for the year

Atend of the year

Contract/notional

Armount
£000

243,327

229,506

2007
£000

665
11,282
16,386

28,333

2007
£000

1,761
243,326
3,305

248,392

2007
£000

813
(0

782

Fair values
Assets Liabilities
£000 £000

16,386 -

15,839 -

2006
£000
Restated*

557
10,546
15,839

26,942

2006
£000
Restated*

1,557
202,214
2,184

205,955

2006
£000

834
2n

813

*The prior year comparative on dervative financial assets and Liabilities has been adjusted to conform to the current year presentation The adjustment had no impact 1o the results of the

company
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NOTES TO THE FINANCIAL STATEMENTS
12  Deferred taxation

The following are the major deferred taxation assets and liabilities recognised by the company and movements thereon during the current and the prior
period

2007 2006
£000 £000
At beginning of the year 17,318 3442
Charge for the year 13,122 14,694
Adjustment 1n respect of prior years (4) 3
Movement in other reserves (note 15) (1,365} (821)
Atend of the year 29071 17,318
The deferred taxation charge in the income statement comprises the following
2007 2006
£000 £000
Accelerated tax depreciation 15,339 14,6595
Impact of tax rate change (2,217 -
13,122 14,695
2007 2006
Deferred taxation assets are comprised as follows £000 £000
Cash flow hedges (1,966) (601)
2007 2006
Deferred taxation labifities are compnised as follows £000 £000
Accelerated tax depreciation 31,037 17,919
13 Share capital
2007 2006
£ £
Authonsed, allotted and 1ssued
Ordmary shares of £1 each 100 100

The company regarded by the directors as the ulumate parent company 1s Lloyds I'SB Group ple, which 15 also the parent company of the largest group of
companies for which group accounts are drawn up and of which the company 1s a member Ltoyds TSB Bank plc s the parent company of the smallest
such group of companies Copies of the group accounts of both may be obtained from the company secretary’s office, Lloyds TSB Group pic, 25 Gresham
Street, London EC2V THN

The immediate parent company 1s Lloyds TSB Leasing Limited

The company’s objectives when managing capnal are 1o safeguard the ennty’s abihity to continue as a going concem, provide an adequate retum 10 1ts
shareholders through pricing products and services commensurately with the level of risk and, indirecily, to support the Group’s regulatory capitat
requirements

The company’s parent manages the company’s capital structure and makes adjustments to 1t 1in the hght of changes in economic condiions and the nisk
charactenstics of the underlying assets  [n order to maintain or adjust the capital structure, the company’s parent may adjust the amount of dividends to be

paid to sharehalders, return capital to shareholders, Issue new shares or enter mto debt financing

The company’s capital compnses all components of equity, movements 1n which appear i the statement of changes in equity and bank borrowings as
disclosed i note 10

13
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NOTES TO THE FINANCIAL STATEMENTS

14 Retamed earoings

2007 2006
£000 £000
At beginning of the year (815) (t87)
Profit for the year 1,530 (628)
Atend of the year 715 (815)
15 Other reserves
2007 2006
£000 £000
At beginning of the year (1,461) 513
Change i fair value of hedging derivatives 545 18,910
Deferred tax thereon (164} (5,682)
Fair value of hedging derivatives recycled to income statement (5,505) (21,705)
Deferred tax thereon 1,652 6,503
[mpact of tax rate change (123) -
Atend of the year (5,056) {1,461}

The company has undertaken a cash flow hedge n relation 1o 1ts finance lease recelvables The effective portion of changes in the fair value of denvatives
that are designated and qualify as cash flow hedges 1s recogmised 1n equity  The gain or loss relating to the ineffective portion 15 recognised immediately in
the income statement Amounts accumulated in equity are recycled to the income statement in the periods in which the hedged 1tem affects profit or loss
When a hedging instrument expires or 1s sold, or when a hedge no longer meets the cniteria for hedge accounting, any cumulative gain or loss existing n
equity at that time remains n equity and 15 recognised when the forecast transaction 1s ultimately recognised in the income statemet When a forecast
transaction 15 no longer expected to oceur, the cumulative gaim or loss that was reported 1n equity 15 iminediately transferred (o the income statement

16 Risk management of financial instruments

The primary financial fisks affecting the company are credit nsk and hquudity risk and market rish (which include mterest rate nish) Information of the
management of these financial nisks and further disclosures 15 given below

In accordance with IAS 39 “I'inancial instruments Recognition and measurement” Finance lease receivables are designated as loans and receivables and alt
other financial assets and liabalies are designated as held at amorused cost The accounting policies hote | desenbes how different classes of financial
\nstruments are measured, and how income and expenses, including far value gains and losses are recognised

Credit nsk management

The masitmum credst risk exposure of the group in the even of other parties falling to perform their obligations 15 detailed below The

2007 2006
Financial assets which are nesther pass duc nor impaired £000 £000
Finance lease receivables 244,891 194,816
Deposits with banks 665 557
Amounts due from group company 11,282 10,546
Denvative financial instrument 16,386 15,839
Other debtors 680 52
Total credut risk exposure 273,904 221,810

Credit risk management 1s performed by various Commuttees established by its ulumate parent, Lloyds TSB Group ple Each lease or loan 1s assessed for
credit risk prior to approval and assigned a credit ratmg based on the credit nisk rating methodology and management policy of the Lloyds TSB Group
Credit ratings of the lease counterparties are monitored, where necessary revised, over the hfe of the lease

14
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NOTES TO THE FINANCIAL STATEMENTS

16 Risk management of financial instruments (continued)

Financial assets by credit rating AAA AA A BBB Rated BBor  Not rated Total
lower

£000 £000 £000 £000 £000 £000 £000
As at 3] December 2007
Finance lease receivables - - 244 891 - - - 244,891
Deposits with banks 665 - - - - - 665
Amounts owed from group companies 11,282 - - - - - 11,282
Denvatve financial instrument 16,386 - - - - - 16,386
Other debtors 3 - 677 - - - 680
Total 28,336 - 245,568 - - - 273,904

As at 31 December 2006

Finance lease receivables - - 194,816 - - - 194,816
Deposits with banks 557 - - - - - 557
Amounts owed from group companies 10,546 - - - - - 10,546
Derivative financial instrument 15,539 - - - - - 15,839
Other debtors - - 52 - - - 52
Total 26,942 - 194,368 - - - 221,810

Under its finance lease agreements with iessees (he company retains ownership rights on the equipment, ships, which collateralises the amounts receivable
under the finance lease agreements

At the batance sheet date the company assesses 1f there 15 objective evidence that the finance lease receivables have become impaired Evidence of
impairment may include mdications that the lessee 1s expeneneing financial difficulty, default or delinquency 1n lease remtals or debt restructurings 1o
reduce the financial burden on the lessee

As at 31 December 2007 and 2006 there were no impairments telating to credit risk agamst the finance lease receivables nor any leases recervables past
due on scheduled lease payments The company's credit sk exposure under shori-term debtors deposits and other financial assets are represented by the
book values in the above table.

Lwquidity risk management

The table below analyses liabihities of the company according to contractual maturity into relevant matunity groupings based on the remaining period at the
balance sheet date

Bank Bank

overdrafi borrowings Total
31 December 2007 £000 £000 £000
On demand 1,761 - 1,761
Upto 1 Month - 246,630 246,630
1-3 Months - - -
3-12 Months - - -
1-5 Years - - -
Over 5 years B - -
Total 1,761 246,630 248,391

Bank Bank

overdrall borcowings Toual
31 December 2006 £600 £000 £000
On demand 1,557 - 1,557
Upto 1 Month - 204,398 204,398
1-3 Months - . .
3-12 Months - - -
1-5 Years . - -
Over 5 years . - -
Total 1,557 204,398 205,955
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16 Risk management of financial instruments (continued)

Bank borrowings and the associated 1nterest payable upon them are borrowed short term and continually refinanced following matuniy of the loan based on
the outstanding finance lease receivable All borrowings are advanced by a fellow subsidiary

[nterest rate risk management

Interest rate risk 1s the nisk that the future cash flows and fair values of a financial instrument may fluctuate because of changes in market interest rates The
company has no exposure to fixed rate financial instruments

The company takes into account the exposure on fluctuations 1n the prevailing levels of market interest rates on 1ts cash flows when structuring s
operations by ensuring the nterest terms of the lease rentals payable by the counterparty on the finance lease receivables are matched to the terms of uts

borrowings

Where interest rate risk 1s not covered by the structure of the assets and habilities the company will, 1f required, enter into interest rate swap transactions to
hedge against any cash flow interest rate risk

Interest rate sensitivity analysis — lmpact on income statement

Carrying +25 bp -25bp

value

£000 £000 £000
Fimancial assets
Finance lease receivables 244,891 549 (549)
Impact of taxation (30%) - {165} 165
Impact on financial assets after tax 384 (384)
Financial liabilities
Bank borrowings 243,326 585 {585)
impact of taxation {30%) - (176} 176
Impact on firancial habilhities after tax 409 (409)
Total volatihty of financtal 1nstruments {409) 409

The sensitivity movement 1s base on the movement in LIBOR rates applied by the Bank of England's Monetary Policy Commuttee during 2007
Currency nisk

Foreign currency risk - Carrying amount GBP USD
As at 31 December 2007 £000 $000

Financial assets

Finance lease receivables - 486,196
Amounts owed by group companies 28,333 -
Other debtors 680 -

Financial habilities

Amounts owed to group companies 248,392 -
Foreign currency nsk - Carrying amount GBP UsD
As at 3t December 2006 £000 $000

Financial assets

Finance lease recervables - 377,967
Amounts owed by group companies 26,942 -
Other debtors 52 -

Financtal Liabilities
Ameounts owed to group companies 205,955 -

The company's exposure to foreign currency fluctuations anses due to s financial assets and borrowings in foreign currencies The company hedges the
majority of its foreign currency exposure by matching the foreign currency assets with its foreign currency labilities
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17 Notes to the cash flow statement

2007 2006

£000 £000
Leoss from operations (986) (893)
Less non cash items deferred fee income 3N 2n
Operating cash flows before movements in workmg capital and non- (1,617} (914}
operating cash flows
Moavement in receivables (56,212} (104,397}
Movement in payables 42,233 98,154
Cash generated by operations (14,996) (7,151
Group relief recerved 14,900 7,118
Net cash flow frem operating activities (96) 361

I8 Related party transactions

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

Restated*
Nature of transaction Related party 2007 2006
£000 £000
Cash and cash equivalents Intermediate parent undertaking 665 557
Group relief recervable [ntermediate parent undertaking 11,282 10,546
Denvative financial instruments Intermediate parent undertaking 16,386 15,839
Bank overdraft Intermediate parent undertaking (1,761) (1,557
Bank borrowimngs Intermediate parent undertaking {243,326) {202,214)
Interest payable Intermechate parent undertaking (3,304) (2,184)

Bank borrowings are nterest beanng and during the year rates of interest of up to 6 29% (2006 5 12%) were charged on bank borrowings Bank
borrowings are borrowed short term from Lleyds TSB Bank plc for which the borrowings are based on the outstanding finance lease recewvable over the
term of the lease Finance costs of £13 603,000 (2006 £7,949,000) were wmcurred during the year

The company paid 3 management fee of £126,000 (2006 £mil) to 11s immediate parent company, Lioyds TSB Leasing Limited, during the year

The company recetved group relief of £14,900,000 (2006 £7,718,000) during the year from Lloyds TSB Bank plc

19  Future developments

The following accounting standard change will impact the company 10 the next financtal period

Pronouncement Nature of change Effective date
Revised [AS | Introduces changes to the presentation of the Balance sheet, income Annual periods beginning on
staterment and cash flow or after | January 2009

The full impact of this pronouncement 15 being assessed by the company, this pronouncement 1s not expected to cause any material impact o the finangial
statements N

*The prior year comparative on dervative financial assets and hiabilities has been adjusted to conform o the urrent year presentatton  The adjustment had no impact to the results of the
company
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