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A & L CF (GUERNSEY) LIMITED
(COMPANY REGISTRATION NUMBER FC028362)

REPORT OF THE DIRECTORS

The directors submit thewr Report together with the audited finanaa!l statements for the year ended 31
December 2011

PRINCIPAL ACTIVITY AND REVIEW OF THE YEAR

The principal activity of A & L CF (Guernsey) Limited, (the “Company®) 1s that of financiers of assets for the
corporate sector

RESULTS AND DIVIDENDS

The profit for the year on ordinary actvities after taxation amounted to £19,339 (2010 £26,954) The
directors do not recommend the payment of a final dvidend (2010 £Nil}

DIRECTORS

The directors who served throughout the year and to the date of this report {except as noted) were as
follows

M W Evans
C R Morley
G A Faulkner {(Appointed 16 June 2011)

STATEMENT OF DIRECTORS” RESPONSIBILITIES

The directors are responsible for prepanng the report and the financial statements in accordance with
apphcable laws and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law,
the directors have elected to prepare the financial statements in accordance with International Financial
Reporting Standards {IFRSs) as adopted by the European Union  The financial statements are required by
law to be properly prepared in accordance with IFRSs as adopted by the European Umion and the
Companies (Guernsey) Law 2008

In prepanng these financial statements, international Accounting Standard 1 requires that directors

. properly select and apply accounting policies,

. present information, including accounting policies, in @ manner that provides relevant, reliable,
comparable and understandable information,

. provide additional disclosures when ccmpliance with the specific requirements i IFRSs are

insufficient to enable users to understand the impact of particular transactions, other events and
conditions on the entity’s financial position and financial performance, and
. make an assessment of the Company’s ability to continue as a going concern

The directors are responsible for keeping adequate accounting records which are sufficient to show and
explain the company’s transactions and which disclose with reasonable accuracy at any time the financial
position of the Company and to enable them to ensure that the financial statements comply with the
Companies (Guernsey) Law 2008 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 irregulanties




A & L CF (GUERNSEY) LIMITED
(COMPANY REGISTRATION NUMBER FC028362)

REPORT OF THE DIRECTORS (continued)

STATEMENT OF GOING CONCERN

The Company’'s business actmities, together with the factors likely to affect its future development,
performance and position are set out In this Report The financial position of the Company, its cash flows,
hquidity position and borrowing facilities are set out in the financial statements In addition, note 4 to the
financial statements includes the Company’s objectives, pohcies and processes for managing 1ts financial
nsk management objectives and Its exposures to credit nisk, market nsk, hquidity rnisk and other risks As
disclosed in note 9 to the financial statements the Company’s capital 1s managed by the Santander UK
Group

The Company 1s part of the Santander UK Group The Company has net current habilities and 1s reliant on
other Group companies for 1ts funding The Board of Santander UK plc has confirmed that 1t 1s a going
concern and that it will provide funding to the Company for the foreseeable future

QOn the basis of their assessment of both the Company’s financial position and of the confirmations by the
directors of Santander UK plc outlined above, the Company’s directors have a reasonable expectation that
the Company will be able to continue in operational existence for the foreseeable future Accordingly, they
continue to adopt the going concern basis of accounting in prepanng this Report and financial statements

THIRD PARTY INDEMNITIES

Enhanced indemmnities are provided to the directors of the Company by Santander UK plc against liabilities
and associated costs which they could incur in the course of their duties to the Company Al of the
indemntties remarn in force as at the date of this Report and Accounts A copy of each of the indemnities
iIs kept at the registered office address of Santander UK plc

AUDITOR

Each of the Directors as at the date of approval of this Report confirms that

. so far as the Director 15 aware, there 1s no relevant audit information of which the Company's
auditors are unaware, and

. the Director has taken all steps that he/she ought to have taken as a Director to make himself/herself
aware of any relevant audit information and to establish that the Company's auditors are aware of
that information

This confirmation i1s given and should be interpreted in accordance with the provisions of Section 249 of
The Companies (Guernsey) Law 2008

Deloitte LLP have expressed their willingness to continue in office as auditors and a resclution to reappoint
therm will be proposed at the Company’s forthcoming Annual General Meeting

By Order of the Board,

Director
15 March 2012

Registered Office Address Fourth Floor, The Albany, South Esplanade, 5t Peter Port, Guernsey, GY1 4NF




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
A & L CF (GUERNSEY) LIMITED

We have audited the financial statements of A & L CF (Guernsey) Lirmited, (the “Company”), for the year
ended 31 December 2011 which comprise the Income Statement, the Statement of Comprehensive
Income, the Statement of Changes in Equity, the Balance Sheet, the Cash Flow Statement and the related
notes 1 to 14 The financial reporting framework that has been applied in ther preparation 1s applicable
law and International Financial Reporting Standards (IFRSs} as adopted by the European Union

This report 1s made solely to the Company’s members, as a body, in accordance with Section 262 of The
Companies (Guernsey) Law 2008 Our audit work has been undertaken so that we might state to the
Company's members those matters we are required to state to them in an auditor’s report and for no other
purpose To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other
than the Company and the Company’s members as a body, for our audit work, for ths report, or for the
opinions we have formed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITOR

As explained mare fully in the Statement of Directors’ Responsibilities, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view QOur
responsibility 1s to audit and express an opinion on the group fancial statements In accordance with
applicable faw and International Standards on Auditing (United Kingdom and Ireland) Those standards
reguire us to comply with the Auditing Practices Board’s Ethical Standards for Auditors

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from materal misstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
appropnate to the Company’s cwcumstances and have been consistently applied and adequately disclosed,
the reasonableness of significant accounting estimates made by the directors, and the overall presentation
of the financial statements In addition, we read all the finanaal and non-financial information in the
annual report to identify matenal inconsistencies with the audited financial statements If we become
aware of any apparent matenal misstatements or inconsistencies we consider the implications for our
report

OPINION ON FINANCIAL STATEMENTS

In our opimion the financial statements

. give a true and fair view of the state of the company’s affairs as at 31 December 2011 and of its
profit for the year then ended,

. have been properly prepared n accordance with IFRSs as adopted by the European Union, and

. have been prepared in accordance with the requirements of The Companies (Guernsey) Law 2008




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
A & L CF (GUERNSEY) LIMITED (continued)

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION

We have nothing to report 1n respect of the following matters where the Companies (Guernsey) Law 2008
requires us to repoert to you If, In our opinion

. proper accounting records have not been kept, or

. the financial statements are not in agreement with underlying accounting records, or

. we have not recewved all the nformation and explanations we required for our audit

Dol uf

Deloitte LLP

Chartered Accountants
Birmingham

United Kingdom

15 March 2012




A & L CF (GUERNSEY) LIMITED
(COMPANY REGISTRATION NUMBER FC028362)

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2011

Notes
Revenue
GROSS PROFIT
Administrative expenses
PROFIT FROM OPERATIONS 5
Finance costs 6
PROFIT BEFORE TAX
Tax 7

PROFIT FOR THE YEAR ATTRIBUTABLE TO
EQUITY HOLDERS OF A & L CF (GUERNSEY) LIMITED

All profits during the year were generated from continuing operations

The accompanying notes form an integral part of the accounts

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2011

There 1s no comprehensive income or expense in either the current or previous financal year other than
the profit (2010 profit) for the current and previous year as set out in the Income Statement, therefore a

2011 2010

£ £
1,373,187 1,388,330
1,373,187 1,388,330
(45,012) (37,032)
1,328,175 1,351,298
(1.301,864) (1,313.862)
26,311 37,436
(6.972) (10,482)
19,339 26,954

separate Statement of Comprehensive Income and Expense has not been presented

The accompanying notes form an integral part of the accounts




A & L CF (GUERNSEY) LIMITED
(COMPANY REGISTRATION NUMBER FC028362)

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2011

Issued Retamned Total

capital earnings equity

£ £ £

Balance at 1 January 2011 2 276,929 276,931
Profit for the year - - 19,339 19,339
Balance at 31 December 2011 2 296,268 296,270
issued Retained Total

capital earnings equity

£ £ £

Balance at 1 January 2010 2 249,975 249,977
Profit for the year - 26,954 26,954
Balance at 31 December 2010 2 276,929 276,931

The accompanying notes form an integral part of the accounts




A & L CF (GUERNSEY) LIMITED
(COMPANY REGISTRATION NUMBER FC028362)

BALANCE SHEET
AS AT 31 DECEMBER 2011

Notes 2011 2010
£ f

ASSETS
NON CURRENT ASSETS
Trade and other receivables 8 24,731,117 . 24,570,218
CURRENT ASSETS
Trade and other recevables 8 708,889 669,984
TOTAL ASSETS 25,440,006 25,640,202
LIABILITIES
CURRENT LIABILITIES
Trade and other payables 1 (25.143,736) (25,363,271)
TOTAL LIABLITIES (25,143,736) (25,363,271)
TOTAL NET ASSETS 296,270 276,931
EQUITY
ISSUED CAPITAL AND RESERVES
Issued share capital 13 2 2
Retained profit 296,268 276,929
EQUITY ATTRIBUTABLE TO
EQUITY HOLDERS OF A & L CF (GUERNSEY) LIMITED 296,270 276,931

The accompanying notes form an integral part of the accounts

The financial statements were approved by the Board of Directors and authorised for issue on 15 March
2012 Jheywere signed onits behalf by C. (N o

Difector




A & L CF (GUERNSEY) LIMITED
(COMPANY REG!ISTRATION NUMBER FC028362)

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2011

Notes

Profit for the year
NON-CASH ADJUSTMENTS

Decrease in trade and other recevables
Increase in Group relief

CASH FLOWS FROM OPERATING ACTIVITIES
Group rehef (paidyreceived

Interest paid to parent undertakings
Management charges paid to parent undertakings

NET CASH FLOWS USED IN OPERATING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES

Receipt of cash advances from parent undertakings

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents as at 1 January

CASH AND CASH EQUIVALENTS AS AT

31 DECEMBER 12

The accompanying notes form an integral part of the accounts

201 2010

£ £

19,339 26,954
200,196 84,897
6,972 -
207,168 34,897
226,507 111,851

- (34,429)
(1.301,864) {1,313,862)
(45,012) (37,032)
(1.346,876) {1,385,323)
(1,120,369) (1,273,472)
1,120,369 1,273,472
1,120,369 1,273,472




A & L CF (GUERNSEY) LIMITED
{COMPANY REGISTRATION NUMBER FC028362)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2011

1

AUTHOCRISATION OF FINANCIAL STATEMENTS

The financial statements for A & L €F (Guernsey} Limited, Company registraion number FC028362
{the “Company”), for the year ended 31 December 2011 were authonised for 1ssue on 15 March
2012 and the Balance Sheet signed on the Board's behalf by Colin Richard Morley The Company 1s
incorporated in Guernsey and registered in England & Wales as an overseas branch The Company’s
registered office 1s shown on page 2

The principal accounting pohicies adopted by the Company are set out in note 2

Resuits and disclosures for the comparative year are on the same basis as the 2011 results

ACCOUNTING POLICIES

Basis of preparation

The financial statements have been prepared under the Compames Act 2006 and the historical cost
convention, as modified by the revaluation of ail derivative financial instruments and on the going
concern basis of accounting as disclosed n the Directors’ Report - Statement of Going Concern

The functional and presentation currency of the Company 1s Sterling

Comphiance with International Finanaal Reporting Standards

The Company's financial statements have been prepared in accordance with International Finanaal
Reporting Standards ('IFRS’) as issued by the International Accounting Standards Board ('IASB’), and
interpretations 1ssued by the International Financial Reporting Interpretations Committee (IFRIC’) of
the IASB that, under European Umion Regulations, are effective and avallable for adoption at the
reporting date The Company has complied with IFRS as 1ssued by the IASB in addition to complying
with its legal obligation to comply with IFRS as adopted for use in the European Union

Recent accounting developments

In 2011, the Company adopted the following significant new or revised standards or amendments
10 standards

a) 1AS 24 ‘Related party Disclosures’ - In November 2009, the IASB 1ssued amendments to 1AS
24 which clanifies the defirution of a related party, introduced a partial exemption from some
disclosure requirements for government-related entities and included an explicit requirement to
disclose commitments mvolving related parties 1AS 24 (2009) was adopted with effect from 1
January 2011 Retrospective application 15 required  The adoption of 1AS 24 (2009) did not
affect the Company's disclosures

b) There are a number of other changes to IFRS that were effective from 1 January 2011
Those changes did not have a significant impact on the Company’s financial statements




A & L CF (GUERNSEY) LIMITED
(COMPANY REGISTRATION NUMBER FC028362)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2011

2

ACCOUNTING POLICIES (continued)
Future accounting developments

The Company has not yet adopted the following significant new or revised standards and
interpretations, and amendments thereto, which have been issued but which are not yet effective
for the Company

a) IAS 1 ‘Presentation of Financial Statements’ - In June 2011, the IASB 1ssued amendments to
IAS 1 that retain the option to present profit or loss and other comprehensive income in either
a single statement or in two separate but consecutive statements However, the amendments
to IAS 1 require additional disclosures to be made in the other comprehensive income section
such that tems of other comprehensive income are grouped into two categories (i) items that
will not be reclassified subsequently to profit or loss, and (1) items that will be reclassified
subsequently to profit or loss when specific conditions are met Incormne tax on items of other
comprehensive income Is required to be allocated on the same basis The amendments to |AS 1
are effective for annual periods beginning on or after 1 July 2012

The Company antiapates that 1AS 1 (2011) will be adopted in the Company’s financial
statements for the annual period beginning on 1 January 2013 and that the application of the
new Standard will modify the presentation of items of other comprehensive income
accordingly Retrospective application 1s required The Company does not anticipate that these
amendments to IAS 1 will have a significant impact on the Company’s disclosures

b) IFRS 10 ‘Consolidated Financial Statements’, IFRS 11 ‘Joint Arrangements’, IFRS 12
‘Disclosure of Interests in Other Entities’, IAS 27 ‘Separate Financial Statements’ and IAS 28
‘Investments In Associates and Joint Ventures” - In May 2011, the IASB issued new and
amended guidance on consolidated financial statements and joint arrangements IFRS 10, IFRS
11 and IFRS 12 were new standards 1ssued while IAS 27 and IAS 28 were amended Each of the
standards issued 1s effective for annual periods beginming on or after 1 January 2013 with
earler apphcation permitted as long as each of the other standards 1s also early appled
— Under IFRS 10 ‘Consohdated Financial Statements’, control 1s the single basis for
consolidation, wrrespective of the nature of the investee, this standard therefore eliminates
the nsks-and-rewards approach IFRS 10 dentifies the three elements of control as power
over the investee, exposure, or nghts, to vanable returns from involvement with the investee
and the ability to use power over the investee to affect the amount of the investor's returns
An investor must possess all three elements to conclude that 1t controls an investee The
assessment of control 1s based on all facts and crrcumstances, and the conclusion 15
reassessed if there are changes to at least one of the three elements Retrospective
apphcation 1s required subject to certain transitional provisions
— IFRS 11 applies 10 all entities that are parties to a joint arrangement A joint arrangement is
an arrangement of which two or more parties have joint control IFRS 11 establishes two
types of joint arrangements, joint cperations and joint ventures, which are distinguished by
the nghts and obligations of the parties to the arrangement In a jont operation, the parties
to the jont arrangement (referred to as ‘joint operators’) have nghts to the assets and
obligations for the habilities of the arrangement By contrast, in a joint venture, the parties to
the arrangement (referred to as ‘joint venturers’} have rights to the net assets of the
arrangernent IFRS 11 requires that a joint operator recogrnise 1ts share of the assets, habilities,
revenues, and expenses In accordance with applicable IFRSs, however, a joint venturer would
account for its interest by using the equity method of accounting under 1AS 28 (2011)
Transitional provisions vary depending on how an interest 1s accounted for under IAS 31 and
what its nature 1s under IFRS 11
— IFRS 12 integrates the disclosure requirements on interests in other entities, currently
included n several standards to make 1t easier to understand and apply the disclosure

-10 -




A & L CF (GUERNSEY) LIMITED
(COMPANY REGISTRATION NUMBER FC028362)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2011

2

ACCOUNTING POLICIES {continued)

Future accounting developments (continued)
requirements for subsidianes, joint arrangements, associates and unconsohdated structured
entities The standard also contains additional requirements on a number of topics Under
IFRS 12, an entity should disclose information about significant judgments and assumptions
{and any changes to those assumptions) made in determining whether it has control, joint
control, or significant influence over another entity and the type of joint arrangement IFRS
12 also requires additional disclosures to make 1t easier to understand and evaluate the
nature, extent, and finangial effects of the Company’s transactions with 1ts subsidiaries, joint
arrangements, assoclates and unconsohdated structured entities as well as any changes i
and risks associated with these entities or arrangements Disclosures shall be aggregated or

disaggregated so that useful information 1s not obscured by either the inclusion of a large
amount of insigmificant detail or the aggregation of items that have different charactenstics
The standard applies prospectively from the beginming of the annual period In which it 1s
adopted
The Company anticipates that IFRS 10, IFRS 11 and IFRS 12 will be adopted in the Company's
financial statements for the annual period beginning on 1 January 2013 and that the apphcation of
the new standards may have a significant impact on the Company’s disclosures and on amounts
reported 1n respect of the Company's financial assets and financial habilittes However, it 15 not
practicable to provide a reasonable estimate of that effect until a detaled review has been
completed
— 1AS 27 was amended for the 1ssuance of IFRS 10 but retains the current guidance on separate
financial staternents
— |AS 28 was amended for conforming changes on the basis of the issuance of IFRS 10 and
IFRS 11
The Company anticipates that 1AS 27 (201%) and IAS 28 (2011) will be adopted in the Company’'s
financial statements for the annual period beginning on 1 January 2013 The Company does not
anticipate that these amendments to 1AS 27 and IAS 28 will have a significant impact on the
Company’s disclosures and on amounts reported in respect of the Company’s financial assets and
finanaal liabiiies However, 1t 1s not practicable to provide a reasonabte estmate of thai effect until a
detailed review has been completed

¢) IFRS 13 ‘Fair Value Measurement’ - In May 2011, the IASB issued IFRS 13, which establishes a
single source of guidance for far value measurement IFRS 13 defines fawr value, establishes a
framework for measuning fair value, and requires disclosures about fair value measurements IFRS
13 applies to both financial instrument items and non-financial instrument 1tems for which other
IFRSs require or permit fair value measurements and disclosures about fair value measurements,
except In specfied crcumstances In general, the disclosure requirements in IFRS 13 are more
extensive than those required in the current accounting standards IFRS 13 is effective for annual
periods beginning on or after 1 January 2013, with early adoption permitted, and apphes
prospectively from the beginning of the annual peried in which it s adopted

The Company anticpates that IFRS 13 will be adopted in the Company’s financial statements for
the annual period beginning on 1 January 2013 and that the application of the new Standard may
affect the amounts reported in the financial statements and result in more extensive disclosures in
the financial statements However, 1t 15 not practicable to provide a reasonable estimate of that
effect until a detailed review has been completed

d) IFRS 7 "Financial Instruments Disclosures’ - In October 2010, the 1ASB 1ssued amendments to (FRS
7 that increase the disclosure requirements for transactions involving transfers of financial assets
The amendments are intended to prowide greater transparency around nisk exposures when a
financial asset 15 transferred but the transferor retains some level of continuing exposure In the
asset The amendments also require disclosures where transfers of financial assets are not evenly
distnbuted throughout the penod The amendments to IFRS 7 are effective for annual periods
beginming on or after 1 July 2011, with earlier application permitted  Disclosures are not required
for comparative periods before the date of imitial application of the amendments

-11 -




A & L CF (GUERNSEY) LIMITED
(COMPANY REGISTRATION NUMBER FC028362)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2011

2

ACCOUNTING POLICIES {continued)
Future accounting developments (continued)

The Company anticipates that IFRS 7 (2010} will be adopted in the Company’s financial
statements for the annual penod beginning on 1 January 2012 The Company does not anticipate
that these amendments to IFRS 7 will have a significant impact on the Company’s disclosures
regarding transfers of financial assets However, if the Company enters into other types of transfers
of financial assets in the future, disclosures regarding those transfers may be affected

e) IFRS 9 'Financial Instruments’ - In November 2009, the 1ASB issued IFRS 9 and in October 2010,
issued an amendment to IFRS 9 which introduce new requirements for the classification and
measurement of financial assets and, financial liabilities and for derecognition IFRS 3 is effective for
annual periods beginning on or after 1 January 2015, with earlier application permitted

— IFRS 9 requires all recognised financial assets that are within the scope of IAS 39 ‘Financial

Instruments Recognition and Measurement’ to be subsequently measured at amortised cost or
fair value Specaifically, debt investments that are held within a business model whose objective 1s
to collect the contractual cash flows, and that have contractual cash flows that are solely
payments of principal and interest on the pnncipal outstanding are generally measured at
amortised cost at the end of subsequent accounting periods All other debt investments and
equity investments are measured at therr fair values at the end of subseguent accounting periods

- The most significant effect of IFRS 9 regarding the classification and measurement of financial

habilities relates to the accounting for changes in fair value of a financial iability (designated as at
farr value through profit or loss) attributable to changes in the credit nsk of that liability
Specifically, under IFRS 9, for financial liabilities that are designated as at fair value through profit
or loss, the amount of change in the fair value of the financial habiity that 1s attributable to
changes in the credit nsk of that liability 1s recogrnised in other comprehensive income, unless the
recognition of the effects of changes in the hability’s credit nsk in other comprehensive income
would create or enlarge an accounting rusmatch in profit or loss Changes in far value
attributable to a financial hability's credit sk are not subseguently reclassified to profit or loss
Previously, under IAS 39, the entire amount of the change in the fair value of the financial liability
designated as at fair value through profit or loss was recognised in profit or loss

The Company anticipates that IFRS 9 will be adopted in the Company’s financial statements for the

annual period beginning on or after 1 January 2015 and that the application of the new Standard
may have a significant iImpact on amounts reported 1n respect of the Company’s financial assets and

financial habilities However, 1t 1s not practicable to provide a reasonable estimate of that effect until a

detailed review has been completed

f) IAS 19 'Employee Benefits” - In June 2011, the IASB issued amendments to IAS 19 that change
the accounting for defined benefit plans and termination benefits The most significant change
relates to the accounting for changes in defined benefit obligations and plan assets The
amendments require the recognition of changes in defined benefit obligations and in farr value of
plan assets when they occur, and hence eliminate the ‘corndor approach’ permitted under the
previous version of IAS 19 and accelerate the recognition of past service costs The amendments
require all actuanal gains and losses to be recognised immediately through other comprehensive
income 1n order for the net pension asset or liability recognised in the consoldated statement of
financial positton to reflect the full value of the plan deficit or surplus The amendments to IAS 19
are effective for annual periods beginning on or after 1 January 2013 and require retrospective
apphication with certain exceptions

The Company anticipates that IAS 19 (2011) will be adopted in the Company’s financial
statements for the annual penod beginning on 1 January 2013 The Company does not anticipate
that these amendments to I1AS 19 wili have a significant impact on the Company’s profit or loss or
financial position as the Company does not utise the “corndor approach’

g} There are a number of cther standards which have been i1ssued or amended that are expected to

be effective in future penods However, 1t 1s not practicable to provide a reasonable estimate of
therr effects on the Company’s financial statements until a detalled review has been completed

-12-




A & L CF (GUERNSEY) LIMITED
{COMPANY REGISTRATION NUMBER FC028362)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2011
2 ACCOUNTING POLICIES (continued)
Principal accounting policies
The principal accounting policies adopted are set out below
Revenue recognition

Revenue 15 recognised to the extent that it 1s probable that the economic benefits will flow to the
Company and the revenue can be reliably measured All such revenue Is reported net of discounts
and value added and other sales taxes

Up front arrangement fees on finanang agreements with customers are spread on an effective
Interest rate basis over the expected hfe of those agreements

Finance income and finance costs

Income on financial assets that are classified as loans and recevables and interest expense on
financial habiities other than those at far value through profit and loss are determined using the
effective interest method The effective interest rate 1s the rate that discounts the estimated future
cash payments or receipts over the expected life of the instrument or, when appropnate, a shorter
penod, to the net carrying amount of the financial asset or financial hability When calculating the
effective interest rate, the future cash flows are estimated after considering all the contractual
terms of the instrument excluding future credit losses The calculation includes all amounts paid or
received by the Company that are an integral part of the overall return, direct incremental
transaction costs related to the acquisition, issue or disposal of the finanaal instrument and all
other premiums or discounts Interest income on assets classified as loans and recevables, interest
expense on liabiliies classified at amortised cost and interest income and expense on hedging
denivatives are recogrised in the income statement

Taxation
The tax expense represents the sum of the income tax currently payable and deferred income tax

Income tax payable on profits, based on the apphcable tax law in each junsdiction, 1s recogrised as
an expense In the period n which profits anse Taxable profit differs from ‘Profit before tax’ as
reported in the iIncome statement because 1t excludes 1tems of income or expense that are taxable
or deductible in other years and it further excludes items that are never taxable or deductible
Taxable profit also includes items that are taxable or deductible that are not included in ‘Profit
before tax' The habihty for current tax 1s calculated using tax rates that have been enacted or
substantively enacted by the balance sheet date

Deferred tax lhabilities are recognised for all taxable temporary differences and deferred tax assets
are recogrused to the extent that 1t 1s probable that taxable profits will be available against which
deductible temporary differences can be utilised Such deferred tax assets and habihties are not
recogrised 1f the temporary difference arises from goodwill, the intial recognition of other assets
{other than 1n a business combination) and liabiities in a transaction that affects nerther the taxable
profit nor the accounting profit

Deferred tax is calculated at the tax rates that are expected to apply in the period when the hability
1s settled or the asset i1s realised based on rates enacted or substantively enacted at the balance
sheet date Deferred tax s charged or credited in the income statement, except when it relates to
items recognised in other comprehensive income, in which case the deferred tax 1s also recognised
in other comprehensive income

-13-




A & L CF (GUERNSEY) LIMITED
(COMPANY REGISTRATION NUMBER FC028362)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2011

2.

ACCOUNTING POLICIES {continued)
Cash and cash equivalents

The Company does not hold cash or cash equivalents

Financial instruments -

Financial assets and habilities are recognised in the Company’s balance sheet when the Company
becomes a party to the contractual provisions of the instrument

Financial assets

The Company classifies its financial assets as financial assets at fair value through profit or loss and
loans and recewables

Loans and recewvables are non-derivative financial assets with fixed or determinable payments, that
are not quoted In an active market and which are not classified as available-for-sale or farr value
through profit or loss

‘Loans and advances to customers’ are classed as Loans and Recewables

Loans and recewnvables are inmially recogrused at farr value including direct and incremental
transaction costs They are subsequently valued at amortised cost, using the effective interest rate
method, less any imparrment Interest calculated using the effective interest rate method 1s
recognised in the income statement They are derecognised when the nights to receve cash flows
have expwed or the Company has transferred substantally all of the nsks and rewards of
ownership

Financial habilities

Financial liabilities are initially recognised when the Company becomes contractually bound to the
transfer of economic benefits in the future Financial habilities are derecogrised when extinguished

Non-trading financial hiabilities are intially recognised at fair vaiue net of transaction costs incurred
They are subsequently stated at amortised cost and the redemption value recogrised in the income
statement over the period of the liability using the effective interest rate method

Trade and other payables are initially measured at fair value, and are subsequently measured at
amaortised cost, using the effective interest rate method

Effective interest method

Interest expense on financial assets and habiliies held at amortised cost 1s measured using the
effective interest rate method, which allocates the interest income or interest expense over the
expected life of the lease agreements The effective interest rate 1s the rate that exactly discounts
estimated future cash payments or receipts through the expected life of the financial instrument to
the net carrying amount on imitial recognition
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A & L CF (GUERNSEY) LIMITED
(COMPANY REGISTRATION NUMBER FC028362)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2011

2

ACCOUNTING POLICIES (continued)
impairment of financial assets

At each balance sheet date the Company assesses whether, as a result of one or more events
occurning after iniial recognition, there 1s objective ewidence that a financial asset or group of
financial assets classified as loans and receivables have become impaired Evidence of impairment
may include indications that the borrower or group of borrowers have defaulted, are experencing
significant financial difficulty, or the debt has been restructured to reduce the burden to the
borrower Objective evidence that a financial asset or group of assets I1s impared includes
observable data that comes to the attention of the Company about the following loss events

a) significant financial difficulty of the 1ssuer or obligor,

b) a breach of contract, such as a default or delinquency in interest or pnincipal payments,

c) the Company, for economic or legal reasons relating to the borrower's financal
difficulty, granting to the borrower a concession that the Company would not otherwise
consider,

d) it becoming probable that the borrower will enter bankruptcy or other financ ai
recrganisation,

e) the disappearance of an active market for that financial asset because of financial
difficulties, or

1) observable data indicating that there 15 a measurable decrease in the esttmated future

cash flows from a group of financial assets since the imtial recogmition of those assets,
although the decrease cannot yet be identified with the individual financial assets in the
group, including

) adverse changes in the payment status of borrowers in the group, or
i) naticnal or local economic conditions that correlate with defaults on the assets
in the group

The Company first assesses whether objective evidence of imparment exists indmdually for
financial assets that are indwidually significant, and indwidually or collectively for financial assets
that are not indwidually sigrificant if there 1s no objective evidence of imparment for an
indvidually assessed financial asset it s included n a group of financial assets with similar credit nsk
charactenstics and collectively assessed for impairment

Commeraal lending 1s reviewed for impairment on a case by case basis for individually significant
loans Loans that are not indvidually significant are assessed for impairment on a pertfolio basis

Impairment 1s calculated based on the probability of default, exposure at default and the loss given
default, using recent data An adjustment is made for the effect of discounting cash flows

If there 15 objective evidence that an impairment loss on loans and recewables carned at amortised
cost has been incurred, the amount of the loss 1s measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows (excluding future credit losses
that have not been incurred} discounted at the financial asset’s effective interest rate

Financial assets are wntten off when it 1s reasonably certain that recevables are irrecoverable

CRITICAL ACCOUNTING ESTIMATES AND AREAS OF SIGNIFICANT MANAGEMENT
JUDGEMENT

Some asset and hability amounts reported in the accounts are based on management judgement,
estimates and assumptions There 15 a risk of significant changes to the carrying amounts for these
assets and habilities within the next financial year
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A & L CF (GUERNSEY) LIMITED
(COMPANY REGISTRATION NUMBER FC028362)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2011

3

CRITICAL ACCOUNTING ESTIMATES AND AREAS OF SIGNIFICANT MANAGEMENT
JUDGEMENT {(continued)

Residual values

Residual values are estimated at the inception of lease agreements and are subsequently reviewed
for impairment during the hfe of the lease agreements Appropriate impairment losses are charged
to the income statement

Impairment Loss Allowances

Individual smpairment loss allowances are made in respect of finance and rental agreements where
recovery 15 considered doubtful, a collective impairment loss allowance 15 rmade for losses which,
although not indvdually identified, are known to be inherent in any portfolio of lending The
imparment loss allowances are deducted from the net investment in finance agreements The
charge In the income statement compnses write offs, recoveries and the net movement In
impairment loss allowances in the year

Effective Iinterest rate calculations

IAS 39 “Financial Instruments Recognition and Measurement” requires certain financial assets and
liabHities to be held at amortised cost, with iIncome recognised using the effective interest rate (EIR)
methodology In order to calculate EIR, the contracted repayment profile 1s used If customers repay
earlier than anticipated, this will generally lead to a reduction In the Balance Sheet carrying value
and a gain in the Income Statement

FINANCIAL RISK MANAGEMENT

As a result of its normal business activities, the Company 1s exposed to a varety of risks, the most
significant of which are operational nisk, credit nisk, market nisk, interest rate risk and hquidity nsk
The Company manages 1ts nsk in ine with the central risk management function of the Santander
UK Group Santander UK Group’s Risk Framework ensures that risk 1s managed and controlled
on behalf of shareholders, customers, depositors, employees and the Santander UK Group’s
requlators Effective and efficent nsk governance and oversight provide management with
assurance that the Santander UK Group's business activities will not be adversely impacted by
risks that could have been reasonably foreseen This In turn reduces the uncertainty of achieving
the Santander UK Group’s strateqic objectives

Authority ftows from the Santander UK pic Board to the Chief Executive Officer and from her to
specific indviduals Formal standing committees are maintained for effective management of
oversight Their authonty 1s derwed from the person they are mtended to assist Further
information can be found n the Santander UK plc Annual Repart which does not form part of
this Report

Operational nisk

Operational risk 15 defined as the nsk of loss resulting from inadequate or failled internal processes,
people and systems or from external events This includes regulatory, legal and compliance risk
Operational risk 15 momitored and managed within the Group An independent central operational
nsk function (Enterprise and Operational Risk) has responsibility for establishing the framework
within which these nsks are managed and 15 aligned to operational nsk professionals within
business areas (co-ordinated by IT and Operational Risk) to ensure consistent approaches are
applied across the Group The primary purpose of the framework 1s to define and articulate the
Group-wide policy, processes, roles and responsibilites The framework incorporates industry
practice and regulatory requirements
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A & L CF (GUERNSEY) LIMITED
(COMPANY REGISTRATION NUMBER FC028362)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2011

4.

FINANCIAL RISK MANAGEMENT (continued)
Operational risk {continued)

The day-to-day management of operational risk 1s the responsibility of business managers who
wdentify, assess and montor the risks, in iine with the processes desciibed in the framework The
operational nisk function ensures that all key nisks are regularly reported to the Group's nisk fora,
nisk commuttee and board of directors

Credit nsk

Credit nsk i1s the nisk of financial loss ansing from the default of a customer or counterparty to
which the Company has directly provided credit, or for which the Company has assumed a
financial obligation, after realising collateral held The credit quahty of customer assets 1s mitigated
by the credit approval process i place Credit nsk 18 mitigated by secunty taken over the
borrower's assets The Company structures the levels of credit risk it undertakes by placing imits on
the amount »f nsk accepted n relation to one borrower or group of borrowers %uch nisks are
mornitored on a revolving basis and subject to an annual or more frequent review

Lending decisions are based on independent credit nisk analysis supplemented by the use of
internal ratings tools which assess the obligor’s likelihood of default The output of the ratings tools
15 a borrower grade which maps to a long-run average one year probability of default

Borrower grades are reviewed at least annually, allowing identification of adverse indwdual and
sector trends The grade I1s integrated into an overall Credit & Risk evaluation, including wider
factors such as transaction and borrower structure (ranking and structural subordination), debt
serviceability and secunty (inimal and resitdual value considerations) Consideration s also given to
nsk mitigation measures to protect the Company, such as third-party guarantees, supporting
collateral and secunty, robust legal documentation, financial covenants and hedging Transactions
are further assessed using an internal pricing model which measures both the return on equity and
the risk adjusted return on capital against a senes of benchmarks to ensure risks are appropnately
priced

Portfolio asset quality monitoring 1s based on a number of measures, including expected ioss,
financial covenant monitonng, secunty revaluations, pricing movements and external input from
rating agencies and other orgamsations Should particular exposures begin to show adverse
features such as payment arrears, covenant breaches or business trading performance that is
matenally worse than expected at the point of lending, a full nsk reappraisal 1s undertaken Where
appropriate, case management 15 transferred to a specialist recovery team that works with the
customer in an attempt to resclve the situation if this does not prove possible, cases are classified
as being unsatisfactory and are subject to ntensive monitoring and management procedures
designed to maximise debt recovery

The dass of financial instrument that 1s most exposed to credit nsk in the Company 15 loan
agreemenis The net investment in loan agreements at 31 December 2011 was £25,440,006
(2010 £25,640,202)

Alf exposures are with a single customer in the corporate sector The lending book of this company
in the current year 15 wholly related to the film industry

For the Company, 100% (2010 100%) of the balances are secured The main types of secunty are

charges over cash deposits held by third parties, of which £25,440,006 (2010 £26,456,477) of
other financial assets are secured by bank guarantees
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NOTES TO THE FINANCIAL STATEMENTS
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4

FINANCIAL RiISK MANAGEMENT (continued)

Arrears and impairment

Asset quality 1s good with no lending balances in arrears at 31 December 2011 (2010 £Nif)
The carrying value of repossessed stock at 31 December 2011 was ENiIl (2010 £Nil)

The fair value of collateral on impaired assets at 31 December 2011 was £NiIl (2010 £NIl)
Interest accrued on impaired assets at 31 Cecember 2011 was £MNil (2010 £Nif)

The portfolio 15 subject to regular monitoring for potential impairment under the imparrment of
financial assets policy set out in note 2

NIl (2010 £NIl) of lending that would have been past due or impawred, have had therr terms
renegotiated

Lending up to 3 months past due have a collective impairment loss allowance set aside to cover
losses on loans which are In the early stages of arrears

Market risk

Market nsk 1s the nsk of a reduction in economic value or reported income resulting from a change
in the vanables of financial instruments including interest rate, equity, credit spread, property and
foreign currency nsks The Company recognises that the effective management of market nsk 1s
essential to the maintenance of stable earnings and the preservation of shareholder value, and
manages market nsk accordingly Detalls of the market risk management policy are disclosed in the
Santander UK plc Annual Report — Risk Management, which does not form part of this Report

Interest rate risk

Interest rate nsk 1s the most significant market risk to which the Company 1s exposed This risk
mainly arises from mismatches between the re-pricing dates of the interest bearing assets and
habilities on the Company’s Balance Sheet, and from the investment of the Company’s reserves
Interest rate nsk primanly arnses in the Company’s leasing trade The exposure in this area 15 hedged
with Santander UK plc Treasury function using fixed rate loans and other appropnate instruments

Changes 1n interest rates would result in no impact on either the equity of the Company or on the
profit before tax as interest 15 allocated on a lease agreement by lease agreement basis within the
Company and all interest rate nsk 1s borne by the ultmate UK parent company, Santander UK plc

Liquidity nisk
Liguidity risk 15 the nisk that the Company, though solvent, either does not have sufficient financial
resources avallable to meet its obligations as they fall due, or can only secure them at excessive

cost

The Company 15 dependent on loans from its immediate parent company Santander Asset Finance
plc All habihties are repayable on demand

The day to day management of quidity is the responsibiity of Asset and Liabiity Management

(“ALM”) within Santander UK plc's Group Infrastructure, which provides funding to and takes
surplus funds from the Company as required
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A & L CF (GUERNSEY) LIMITED
(COMPANY REGISTRATION NUMBER FC028362)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2011

5 PROFIT FROM OPERATIONS
Directors’ emoluments
No Directors were remunerated for ther services to the Company Directors’ emoluments are
borne by the ultimate UK parent company Santander UK plc No emoluments were paid by the
Company to the directors during the year (2010 £NIl)

Auditors’' remuneration

Auditors' remuneration of £11,700 (2010 £8,200) was borne by the ulumate UK parent company
Santander UK plc in the current year and preceding year

No non-audit fees were borne on the Company's behalf in either the current or preceding year
Particulars of employees
No salaries or wages have been paid to employees, including the directors, dunng the year or the

preceding year The Company had no employees in either the current or the preceding year

6 FINANCE COSTS

2011 2010
£ t
Amounts payable to immediate parent undertakings 1.301.864 1,313,862

1,301,864 1,313,862

7 TAX
2011 2010
£ £
Current tax
UK Corporation tax on profit for the year 6,972 10,482
Total current tax 6,972 10,482
Tax charge on profit for the year 6,972 10,482

UK corporation tax 1s calculated at 26 50% (2010 28%) of the estimated assessable profits for the
year The standard rate of UK corporation tax was reduced from 28% to 26% with effect from 1
Apnl 2G11

The Finance Act 2011, which provides for a reduction in the main rate of UK corporation tax to
25% effective from 1 Apnl 2012, was enacted on 19 July 2011 The UK Government has also
indicated that it intends to enact further reductions in the main tax rate of 1% each year down to
23% by 1 Apnl 2014
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2011

7

10

TAX (continued)

The tax on the Company's profit (2010 profity before tax differs from the theoretical amount that

would arse using the basic tax rate of the Company as follows

Profit before tax

Tax calculated at a rate of 26 5% (2010 28%)

Tax charge for the year

TRADE AND OTHER RECEIVABLES

Non current
Loan agreement recewables

Current
Loan agreement recewvables

Total trade receivables

CAPITAL

201 - 2010

£ £

26,311 37,436
6,972 10,482
6,972 10,482

2011 2010

£ £
24,731,117 24,970,218
24,731,117 24,970,218
708,889 669,984
25,440,006 25,640,202

The Cempany’s ultmate UK parent company Santander UK plc adopts a centralised capital
management approach, based on an assessment of both regqulatory requirements and the
economic capital impacts of businesses in the Santander UK Group Disclosures relating to the
Group's capital management can be found in the Santander UK plc Annual Report which does

not form part of this Report
RELATED PARTY TRANSACTIONS
Trading activities

Payable to related parties

Current tax Group relief
Amounts ewed to parent undertakings
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A & L CF (GUERNSEY) LIMITED
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NOTES TO THE FINANCIAL STATEMENTS
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10 RELATED PARTY TRANSACTIONS (continued)
Trading activittes {continued}

Payable to related parties (continued)

The Company entered into transactions with other related parties as shown in the table below

2011 2010
£ f
Amount owed to parent undertakings
As at 1 January 25,363,271 25,475,122
Net movements (219,535) (111,851)
As at 31 December (note 11} 25,143,736 25,363,271
Interest paid to parent undertakings 1,301,864 1,313,862

The amounts due to related parties are unsecured, repayable on demand and bear interest at
market rates

Key management compensation

As detaled in note 5 the Company had no employees in either the current or preceding year and
the directors are remunerated through Santander UK plc therefere no key management
compensation was paid by this Company

Administration expenses

During the current year the Company paid administrative cost recharges to parent undertakings of
£45,012 (2010 £37,032)

11. TRADE AND OTHER PAYABLES

2011 2010
£ f
Payable to related parties {note 10) 25,143,736 25,363,271

25,143,736 25,363,271

The directors consider that the carrying amount of the trade and other payables approximates to
their farr value

12  CASH AND CASH EQUIVALENTS
For the purposes of the cash flow statement, cash and cash equwvalents comprise the following

2011 2010
£ £

Cash at bank

-21-




A & L CF (GUERNSEY) LIMITED
(COMPANY REGISTRATION NUMBER FC028362)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2011

13. ISSUED SHARE CAPITAL

2011 2011 2010 2010
No £ No f

Issued and fully paid
Ordinary shares of £1 each 2 2 2 2

All issued share capital 1s classtfied as equity

14  PARENT UNDERTAKING AND CONTROLLING PARTY

The Company’s immediate parent company I1s Santander Asset Finance plc, a company registered in
England and Wales

The Company’'s ultmate parent undertaking and controlling party 1s Banco Santander SA, a
company registered in Spain Banco Santander S A s the parent undertaking of the largest group
of undertakings for which group accounts are drawn up and of which the Company 15 a member
Santander UK plc 1s the parent undertaking of the smallest group of undertakings for which group
accounts are drawn up and of which the Company 1s a member

Copies of all sets of group accounts, which include the results of the Company, are available from
Secretanat, Santander UK pl¢, 2 Triton Square, Regent's Place, London, NW1 3AN
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