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ROYAL BANK LEASING LIMITED - | - © $C058013
STRATEGIC REPORT
ACTIVITIES AND BUSINESS REVIEW
Activity '
The principal activity of the Company continues to be the provrsron of fuxed asset finance .
usually involving ‘individually” structured facilities to subsrdrary companles The Company '
also has an rnvestment property ‘ o

The Company is a subsndrary of The Royal Bank of Scotland Group plc which provides the
Company with direction and access to all central resources it needs and determines

~ policies in all key areas such as finance, risk, human resources or environment. For this

reason, the directors believe that performance indicators specific to the Company are not
necessary or appropriate for an ‘understanding of the development, performance or

. position of the business. The annual reports of The Royal Bank of Scotland Group plc

review these matters on a group basis: Copies can be obtained from Corporate

Governance and Secretariat, The Royal Bank of Scotland Group plc, Gogarburn, . ’

Edinburgh, EH12 1HQ, the Registrar of Companres or through the groups website at
www.rbs.com. A

Review of the year

Busmess review ‘

The directors are satisfied wrth the Company’s performance in the year ‘The Company will
be guided by its shareholders in seeking further opportunities for growth. Post balance
sheet events are described in note 33 to the financial statements. ,

Fmanclal performance
The.Company’s flnancral performance is presented on pages 10 to 13

Operating profit grew by £53 479 000 (2014: fell £57,939,000). Turnover feII by £355,000
(2014: fell by.£64,000) and finance costs fell by £42,708 (2014: rose by £20,926,000). The
profit for the year was £10,373,000 (2014: £132,400,000), a decrease of 92%. over 2014.

Interim dividends of £50,000,000 were paid during the year. (2014: £235,000,000).

At the end of the year, the balance sheet showed total assets of £4,933,155,000 (2014:
£5,505,946,000), "including income-generating assets comprising property, plant and
equipment £1,300,000 (2014: £1,941,000), finance lease assets £38,306,000 (2014:
£41,871,000), loans receivable £4,800,933,000 (2014: £5,316,451,000) and cash
£29,634,000 (2014: £37,682,000) together representing a decrease of 10%. Total
shareholders’ funds were £113,854,000 (2014: £153,481,000). g



" ROYAL BANK LEASING LIMITED ' o SC058013
STRATEGIC REPORT (continued)

'Prlncrpal risks and uncertalntres
The Company seeks to minimise its exposure to financial rrsks other than equity and credrt
risk. .

Management focuses on both the overall balance sheet structure and the control, within
-prudent limits, of risk arising from mismatches, including currency, maturity, interest rate
and liquidity. It is undertaken’ within limits and other policy parameters set by the RBS '
Asset and Liability Management Committee (RBS ALCO).

The Company is funded by facilities from The Royal Bank of Scotland pic. These are
denominated in the functional currency and carry no significant financial risk. _

Interest rate risk
Structural interest rate risk arises where assets and liabilities have different re-pricing
maturities. S . :

The Company manages interest rate risk by monitoring the consistency in the interest rate
profile of its assets and liabilities, and limiting any re-pricing mismatches - see note 28.-

Currency risk

The Company does not maintain material non- trading operi currency positions other than
the structural foreign currency translation exposures arising from its investments in
overseas subsidiary operations and their currency funding. Exposures arising from
changes in net foreign currency investments are subject to regular review. It is the
Company’s policy to match fund the structural foreign currency exposure arising from net
asset value with borrowings in the same currency. :

The Company undertakes certain transactions denominated in foreign currencies, hence _
" exchange rate fluctuations. arise. . The Company’s policy is normally to match foreign
currency receivables with borrowings in the same currency.

Credit risk ‘

The objective of credit rrsk management is to enable the Company to achieve approprlate
risk versus reward performance whilst maintaining credit risk exposure in line with -
approved appetite for the nsk that customers will be unable to meet their oblrgatlons to the
Company : :

The key principles of the group’s Credit Risk Management Framework are set out below:.

.. * Approval of all credit exposure is granted prior.to any.advance or extension of credit.
. o An appropriate credit risk assessment of the customer and credit faoilities is -
~undertaken prior to approval of credit exposure. This includes a-review of, amongst
other things, the purpose of credit and sources of repayment, compliance with
affordability tests, repayment history, capacity to repay, sensitivity to economic and .

. market developments and risk-adjusted return.

e Credit risk authority is delegated by the Board and specifically granted in writing to all
individuals involved in the granting of credit approval. In exercising credit authority, the _
individuals act independently of any related business revenue origination. :

e Ali credit exposures, once ‘approved, are effectively monitored and managed and
reviewed periodically against approved limits. Lower quallty exposures are subject toa

greater frequency of analysis and assessment. .



ROYAL BANK LEASING LIMITED - : : SC058013
~ STRATEGIC REPORT (continued) |
Principal risks and tméertainties (continued)

Liquidity risk : '
quwdlty risk arises where assets and liabilities have dlfferent contractual maturities.

Management focuses on risk arising from the mlsmatch of maturmes across the balance -
sheet and from undrawn commitments and other contingent obligations. .

. Market risk
Market risk is the potential for loss as a result of adverse changesnn risk factors including
interest rates, foreign currency and eqwty prlces together with related parameters such as
market volatllltles

Operatlonal rlsk

Operational risk is the risk of unexpected Iosses attributable to human error, systems
failures, fraud or inadequate internal financial controls and procedures. The Company
manages this risk, in line with the RBS group framework, through systems and procedures
to monitor transactions and positions, the documentation of transactions and periodic
review by internal audit. The Company also malntanns contingency facilities to support
operations in the event of disasters.

Going concern
The directors, having a reasonable expectation that the. Company has adequate resources .
to continue in operational existence for the foreseeable future, have prepared the financial
statements on a going concern basis.

DIRECTORS' RESPONSIBILITIES STATEMENT ;
" The directors are responsible for preparing the annual report and the financial statements
in accordance with applrcable Iaw and regulations.

Company_law requires the. dlrectors to prepare a strategic report, directors' report and
financial statements for each financial year. Under that law, the directors have elected to
‘prepare the financial statements in accordance with Financial Reporting Standard 101
Reduced Disclosure Framework, and must not approve the financial statements unless: -
they are satisfied that they give a true and fair view of the state of affairs at the end of the
year and the profit or loss of the Company for that period. In preparing these financial
statements, the-directors are requrred to: _

select suitable accountrng policies and then apply them consistently;
make judgeménts-and estimates that are reasonable and prudent;
“state whether Financial Reporting Standard 101 has been followed; and -
- make an assessment of the Company s ability to continue as a going concern

The dlrectors are responsible for keeping adequate accounting records that are sufficient
to show and explain the Company’s transactions and disclose with reasonable accuracy at
any time the financial position of the Company and to enable them to ensure that the
strategic report, directors' report and financial statements comply with the requirements of
the Companies Act 2006. They are also responsible for safeguarding the assets of the
. Company and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities.



' ROYALBANK LEASING LIMITED ~ .. sCos8013
STRATEGIC REPORT (continued)

DISCLOSURE OF INFORMATION TO AUDITOR
Each of the directors at the date of approval of this report confirms that

. so far as they are aware, there is no relevant audit- lnformatlon of Wthh the
- Company’s-auditor is unaware; and
e the director has taken all the steps that they ought to have taken to make themselves:
- aware of any relevant audit information, and to establish that the Companys audntor
is aware of that mformatnon

This. confirmation is given and shall be mterpreted |n accordance with the provnsmns of
. section 418 of the Companies Act 2006. :

. Approved by the Board of Dlrectors and signed on its behalf

“Director: A P Johnson
Date: - 10 May 2016
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ROYAL BANK LEASING LIMITED o ' sC058013

DIRECTORS’ REPORT |

.The strategic report lncludes the review of the year, risk report, disclosure of mformatlon to

auditors, and note of post balance sheet events.

‘DIRECTORS AND SECRETARY *

The present directors and secretary, who have served throughout the year except where -
noted below, are Ilsted on page 2. _

From 1 October 2014 to date the followmg changes have taken place

Appount_ed , Resigned

Directors N - 4

N T J Clibbens - o - o ‘ - 27 February 2015
A P Gadsby -~ 11 May 2015

A P Johnson ) 11, May 2015 = ‘

'Approved by the Board of Dlrectors and S|gned on its behalf

4

Director: A P Johnson '

" ‘Date: 10 May 2016 °



INDEPENDENT AUDITOR S REPORT TO THE MEMBERS OF ROYAL BANK LEASING -
LIMITED

We have audited the financial statements of Royal Bank LeasinglLimited for.the year

ended 30 September 2015 which comprrse the Profit and Loss Account, the, the Balance

Sheet, the Statement of Changes in Equity and the related notes 1 to 33. The financial
reporting framework that has been applied in their preparation is appllcable law and

Financial Reporting Standard 101 Reduced Disclosure Framework. '

This report is made solely to the Company’s 'members, as a body, in accordance with
Chapter 3 of Part 16 of the Companies Act 2006. Our audit work has been undertaken so
that wé 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 this report, or for the opinions we
have formed. .

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are
responsible for the preparation of the financial statements and for being satisfied that they
give a true and fair view. Our responsibility is to audit and express an opinion on the
financial statements in accordance with applicable law and International Standards on
Auditing (UK and Ireland). Those standards require 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 material misstatement, whether caused by fraud or error. This includes an
assessment of: whether the accounting policies are appropriate to the Company’s
circumstances and have been consistently .applied and adequately disclosed; the
reasonableness of significant accounting estimates made by the directors; and the overall
presentation of the financial statements. in addition, we read all the financial and non-
financial information in the annual report to identify -material inconsistencies with the
audited financial statements and to identify any information that is apparently materially
. incorrect based on, or materially inconsistent with, the knowledge acquired by us in the
course of performing the audit. If we become aware of any apparent material -
misstatements or inconsistencies we consider the implications for our report.

T

Opinion on financial statements
In our opinion the financial statements:

e  give a true and fair view of the state of the Company’s affairs as at 30 September

- 2015 and of its profit for the year then ended;

. have been properly prepared in accordance with International Financial Reporting
Standards and Financial reporting Standard 101 Reduced Disclosure Framework
and

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

Opinion on other matter prescribed by the Companies Act 2006
In our ocinion the information given in the strategic report and the directors’ report for the

financial year for which the financial statements are prepared is consistent with the
financial statements. -



. INDEPENDENT AUDITOR S REPORT TO THE MEMBERS OF ROYAL BANK LEASING |
LIMITED. (contmued) ,

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Compames Act
2006 requires us to report to you if, in our opmlon

e adequate accountlng records_have not been kept, or returns adequate for our audit
" have not been received from branches not visited by us; or
¢ the financial statements are not in agreement wnth the accounting records and returns;
or '
certain dlsclosures of dlrectors remuneration specified by law are not made; or’
. e we have not received all the information artd explanations we require for our audit.

MfW Tﬂ@%f

Mark Taylor FCA (Senior Statutory Auditor)
for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Audntor»
Brlstol United Kingdom

Date: /) Jume 2016



ROYAL BANK LEASING LIMITED - ' _ : K SC058013

. PROFIT AND LOSS ACCOUNT

for the year ended 30 September 2015

Income from continuing operétions ' Notes - 2015 2014
S ' ' ‘£°000 £°000

Turnover : ' : .3 4,168 4523
Cost of sales ' : , - ’ - (641) - (642)

~ Operating income ‘ | - 7,231 1,829
- Operating expenses o 5 (9,451) - . (2,726)
Impairment of investments in subsidiaries 6 - (55,765)

" Impairment of investment property 17 (1,099) (490)
Operating profit/(loss) , . . 208 (53,271)
Finance income 7 147,867 192,008
Other income . 8 28,480 - . 192,750 .-
Other losses -9 (16,405) S
Finance costs 10 (152,214) (194,922)

" Profit on ordinary activities béfore tax 11 _ . 7,936 136,565“
Tax credit/(charge) - ' 12 2,437 (4,165)

Profit and total comprehensive income for the

year o 10,373 132,400

The accompanying notes form an integral part of these financial statements.

10



ROYAL BANK LEASING LIMITED

BALANCE SHEET
as at 30 September 2015

Fixed assets

Property, plant and equipment
Investments in subsidiaries
Investments in associates
Investment property '
Finance lease receivables - -
Loans receivable

Derivatives

Current assets

Finance leasé recéivables -
Loans receivable

Trade and other receivables

Prepayments, accrued income and other assets

Derivatives
Cash at bank

.Total assets

..11

Notes

14
15
16
17

18

20
23

18
20
21

23

SC058013
2015 2014
£°000 £'000
1,300 . 1,941
20,364 82,139
15,606 16,705
31,570 35,506
4,153,541 4,447,685 .
5941 4,172
4,228,322 4588148
6,736 6,365
647,392 868,766
282 102
20,787 4,883
e i >
29,634 37,682
704,833 917,798
4,933,155 -

' 5,505,946



ROYAL BANK LEASING LIMITED

BALANCE SHEET (continued)
As at 30 September 2015

Creditors: amounts fallmg due wnthm one year .

Borrowings

_ Trade and other payables

Current tax lnabllltnes

Derivatives "

Accruals, deferred income and other habrhtnes

Total _assets less current -Iiabilities _

Creditors: amounts falling due after more than
one year o

Borrowings
Deferred tax liability
Derivatives

Total liabilities

* Equity: Capital and reserves
Called up share capital
Profit and loss account

Total shareholders’ funds

Total liabilities and shareholders’ funds

‘Notes

24
25
23
26

24
27
23

29

SC058013

2015 - 2014

- £°000 £'000

' 499,598 699,853
1,411 . 1,642 -
L. 15,320 .

349 975

8,862 9,748
510,220 727,538
4,422,935 4,778,408
3,839,811 4,183,034
22,569 6,334
446,701 . 435 559
4,309,081 4,624,927
4,819,301 5,352,465
19,000 19,000

94,854 134,481

113,854 153,481

4,933,155

5,505,946

‘The accompany'i'ng notes forrrt an integral part of these fi’nancial statements.

The financial statements were approved by the Board of Dlrectors on 10 May 2016 and

signed on its behalf by:

Director: A P Johnson

12



ROYAL BANK LEASING LIMITED - . SC058013

STATEMENT OF GHANGES INEQUITY
for the year ended 30 September 2015 -

Profit end

Share loss '

Note - capital account _ Total
- © £000 | £000 - £000°

At 1 October 2013 - | . 19,000 237,081 256,081

Profit and total comprehenswe income for

the year . : - -.. 132,400 - 132,400
Dividends paid o 13 - -._ (235,000) (235,000)
At 30 September 2014 - ' 19,000 134,481 153,481
Profit and total comprehensnve mcome for : ' o
the year . , ’ - 10,373 10,373
~ Dividends paid - 13 : : - (50,000)  (50,000)
At 30 September 2015 - - ) ' 19,000 9.4,854 © 113,854

" Total comprehensnve income for the year of £10, 373 000 (2014 £132,400 OOO) was wholly

4attr|butable to the owners of the Company.

The accompanyl_ng notes form ,an mtegral pah of these financial statements.

13
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ROYAL BANK LEASING LIMITED : S$C058013
NOTES TO THE FINANCIAL STATEMENTS
1. Accounting policies

a) Preparatlon and presentation of accounts :
These financial statements are prepared on a going concern basis and have been
prepared in accordance with the recognition and measurement principles of International
" Financial Reporting Standards issued by the IASB and interpretations issued by the
International Financial Reporting Interpretations Committee of the IASB as adopted by the
EU (together IFRS) and under Financial Reporting Standard (FRS) 101 Reduced
Disclosure Framework. The Company meets the definition of a qualifying entity under FRS
100 Application of Financial Reporting Requirements issued by the Fmancra! Reportlng
Council. v

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions

. available under that standard in relation to presentation of comparative information in
-respect of certain assets, presentation of a cash-flow statement, standards not yet effective
and related party transactions. Where required, equivalent disclosures are given in the .
group accounts of The Royal Bank of Scotland Group plc, these accounts are available to
the public and can be obtained as set out in note 32. .

The accounts are prepared on the historical cost basis except that the following assets and
liabilities are stated at their fair value: derrvatlve financial mstruments and investment
property. ' : :

The Company’s financial statements are presented' in Sterling which is the functional
currency of the Company.

The Company is. mcorporated in the UK and regrstered in Scotland.” The Company S
accounts are presented in accordance with the Compames Act 2006 ‘

The few changes to IFRS that were effectrve from 1 October 2014 have had no material
effect on the Company’s Financial Statements for the year ended 30 September 20] 5.

b) Consolidated financial statements

The financial statements contain information about the Company as an individual company
~and do not contain consolidated financial information as the parent of a group. The
. Company is exempt under IFRS 10 Consolidated Financial Statements and section 400 of
the Companies Act 2006 from the requirement to prepare consolidated financial
statements as in accordance with IFRS 10 the Company and its subsidiaries are included
by full consolidation in the IFRS consolidated financial statements of its parent, The Royal
Bank of Scotland Group plc, a public company registered in Scotland whose registered
address is'36 St Andrew Square, Edinburgh, EH2 2YB. :

c) Foreign currencies ‘

“Transactions in foreign currencies are translated into Sterlmg at the forelgn exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are translated into Sterling at the rates of exchange ruling at the balance sheet
date. Foreign exchange differences arising on translation are reported in profit or loss.

14



ROYAL BANK LEASING LIMITED ' ., ' o | SC058013
NOTES TO THE FINANCIAL STATEMENTS (continued)

S B Accounting policies (continued)

d) Revenue recognltlon ' :
Turnover comprisés income from fmance leases, operating leases, loans and other
services and anses in the United Kingdom from continuing activities. . ' .

Finance lease income is aIIocated to accountrng periods so as to give a constant periodic
- rate of return before tax on the net investment. Unguaranteed residual values are subject -
to regular review, if there is a reduction in the estimated unguaranteed residual value, .
income " allocation is revised and any reduction in respect of amounts accrued |s .
recogmsed |mmedrately

Rental income from operating leases is recognised in the profit and loss account on a
straight-line_basis over the lease term unless another systematlc basis better represents
the time pattern of the'asset’s use. .

Fee income in respect of lending arrangements is considered integral to the yleld and is
‘included in the effective interest rate on these arrangements

Interest income on financial assets that are classmed as loans and receivables, available-
for-sale or held-to-maturity and interest expense on financial liabilities other than those at:
fair value are determined using the effective interest method. The effective interest method -
is a method of calculating the amortised cost of a financial asset or financial liability (or
group of financial assets or liabilities) and of allocating the interest income or mterest
expense over the expected life of the asset or liability.

Secondary period income'is recognlsed in line with IAS 18 ‘Revenue’ |n ‘the period which it
.OCCuUrs. .

Dividend,i‘ncome is recognised when the paying compa‘ny is obliged to make the payment.'

e) Taxation

Income tax expense or income, comprising current tax and deferred tax, is recorded in the
profit and loss account except income tax on items recognised outside profit or.loss which
-is credited or charged to other comprehensrve income or to equ1ty as appropriate.

Current tax is income tax payable or recoverable. in respect of the taxable profit or loss for
the year arising in income or in equity. Provision is made for current tax at rates enacted or
- substantively enacted at the balance sheet date. ‘

Deferred tax is the tax expected to be payable or recoverable in respect of temporary
differerices between the carrying amount of an asset or liability for accounting purposes
and its carrying amount for tax purposes. Deferred tax liabilities are generally recognised
for all taxable temporary differences and deferred. tax assets are recognised to the extent
that it is probable that they will be recovered. Deferred tax is not recognised on temporary
differences that arise from initial recognition of an asset or a liability in a transaction (other
than a business combination) that at the time of the transaction affects neither accounting
nor taxable profit or loss. Deferred tax is calculated using tax rates expected to apply in the
periods when the assets will be realised or the liabilities settled, based on tax rates and
laws enacted, or substantively enacted, at the balance sheet date.

15



' ROYAL BANK LEASING LIMITED 2 - SC058013
' NOTES TO THE FINANCIAL STATEMENTS (continued)

1. Accounting policies (continued)

f) Property plant and equipment

Items of property, plant and equipment are stated at cost less accumulated depreciation
and impairment losses. Where an item of property, plant and equipment comprises major
components having different useful lives, they are accounted for separately. .

The depreciable amount is the cost of an asset less its residual value. Land is not
“depreciated. Depreciation is charged to profit or loss on a straight-line basis so as to write-
off the depreciable amount of property, plant-and equipmeént (including assets owned and
let on operating leases) over their estimated useful Ilves , :

Other equipment - - 4to 15 years

Computer equipment - up to 5 years

Assets held for use in operating leases — over the term of the Iease using the straight
. line method

The residual value and useful life of property, plant and equipment are reviewed at each
balance sheet date and updated for any changes to previous estimates.

g) Impairment of property, plant and equlpment '

-At each reporting date, the Company assesses whether there is any mducatlon that its ’
prdperty, plant and equipment are impaired. If any such indication exists, the Company
estimates the recoverable amount of the asset and the impairment-loss if any.

h) Investments property '

Investment property, which is property held to earn rentals and/or capital appreciation, is

stated at its fair value at the balance sheet date. Gains or losses arising from changes in

the fair value of the investment property are |nc|uded in profit or loss for the period in which .
~ they arise.

i) - Investments in subsidiaries and associates
Investments in group undertakings are stated at cost less any impairment.

j). Leases

_Contracts to lease assets are classified as finance leases if they transfer substantially all
the risks and-rewards of ownership of the asset to the customer; all other contracts wnth
customers to lease assets are classified as operating leases.

Finance Iease receivabies are stated in the balance sheet at the amount of -the net
investment in the ‘lease being the minimum lease payments and any unguaranteed
. residual value discounted at the interest rate implicit in the lease.

Operating lease assets are included within property, plant-and equipment and deprecnated
over their useful lives (see accounting pollcy f).

k) Derlvatlves

Derivative financial instruments are recognlsed initially, and subsequently measured at fair
value, with movements recognised in the profit and loss account. Derivative fair values are
determined from quoted prices in active markets where available. Where there is no active
market for an instrument, fair value is derived from pnces for the derivative's components
using appropriate pncmg or valuation models.

16



ROYAL BANK LEASING LIMITED o ~ SC058013
NOTES TO THE FINANCIAL STATEMENTS (continued)

1. Accounting ‘policies (continued)

1) Hedge fair value
The Company enters into fair value hedge relationships WhICh hedge the changes in fair
value of a recognised asset or liability or firm commitment. Principally, such hedges involve
interest rate swaps hedging the interest rate risk in fixed rate loans. Hedge relationships
are-formally documented at inception, which includes.the identification of the hedged item
and hedged instrument, the risk that -is being ‘hedged, and theprocess for monitoring
hedge effectiveness. The gain or loss on the hedging instrument or derivative is
- recognised in profit or-loss. The gain or loss on the hedged item attributable to the hedged
risk is recognrsed in profit or loss and adjusts the carrying value of the hedged item. Hedge
accounting is discontinued if the hedge no longer meets the criteria for hedge accounting
or if the hedge designation is revoked, and any cumulative adjustment is amortised to profit
or loss over the remamlng life of the hedged |tem ‘

m) Financial assets
~ On initial recognition, financial assets are classn‘led into held-to- matunty investments held-
for-trading; designated as at fair value through profit or loss; loans -and receivables; or
“available-for-sale financial assets.

Loans and receivables :
~Non-derivative financial assets with fixed or determinable repayments that are not quoted
in an active market are classified as loans and receivables, except those that are classified
as available-for-sale or as held-for-trading, or designated as at fair value through profit or
loss. Loans and receivables are initially recognised at fair value plus directly related
transaction costs. They are subsequently measured at amortlsed cost using the effective
interest method less any |mpa|rment losses.

n) Impalrment of financial assets

The Company assesses at each balance sheet date whether there is any objective
evidence that a financial asset or group of financial assets classified as held-to-maturity,
available-for-sale, finance leases or other loans and receivables is impaired. A financial’
asset or portfolio of financial assets is impaired-and an impairment loss incurred if there is
objective evidence that an event or events since initial recognition of the asset have
adversely affected the amount or timing of future cash flows from the asset.

0) Fmanclal liabilities :
On initial recognition financial liabilities are classmed mto held- for-tradnng, desrgnated as at
fair value through profit or loss; or amortised cost.

Other than denvatrves, which are recognised and measured at fair value, all other financial
liabilities are measured at amortised cost using the effective interest method.

p) Derecognition

A financial asset is derecognised when the contractual nght to receive cash flows from the
asset has ‘expired or when it has been transferred ‘and the transfer qualifies for
derecognmon :

A financial liability i is removed from the balance sheet when the obligation is dlscharged or
cancelled, or expires.

17



ROYAL BANK LEASING LIMITED L . SC058013°

NOTES TO THE FINANCIAL STATEMENTS (continued)

2. Critical accounting policies and key soufces of estimation uncertainty
The reported results of the Company are sensitive to the accounting policies, assumptions

. and estimates that underlie the preparation of its financial statements. UK company law

and IFRS require the directors, in preparing the Company’s financial statements, to select

* suitable accounting pohcues apply them consistently and make judgements and estimates

that are reasonable and prudent. In the absence of an applicable standard or
interpretation, IAS 8 ‘Accounting Policies, Changes in Accounting Estimates and Errors',
requires management to develop and apply an accounting policy that results in relevant

and reliable information in the light of the requirements and guidance in- 1FRS dealing with -
similar and related issues and the IASB's Framework for the Preparation and Presentation
of Financial Statements. The judgements and assumptions involved in the Company’s
accounting policies that are considered by the directors.to be the most important to the

~ portrayal of its financial condition are discussed below. The use of estimates, assumptions

or models that differ from those adopted by the Company would affect its reported. results

Residual values ‘ : :
The Company assesses objective evidence for |mpa|rment of residual values at each
balance sheet date adjusting the depreciation recognised on operating leases accordingly.

 An impairment loss is incurred and measured as the shortfall between the carrying value of

the residual interest and the dlscounted value of the est|mated future cash flows, including
cash flows from guarantors :

Leased assets .

Judgement is required in the classification of‘a'lease at |ncept|on and after any material
amendment to assess whether  substantially all the significant risks and rewards of’
ownership accrue to the lessor or the lessee. :

Fair value of derlvatlve instruments

- The Company holds both hedged and non- hedged derivative: fmancual instruments. Where

the Company has entered into fair value hedged relationships, the hedge changes the fair
value of a recognised asset or liability. Principally, such hedges involve interest rate swaps
hedging the interest rate risk in fixed rate loans. Where the market for a financial

~—instrument is not active, fair value is established using a valuation technique. These

valuation techniques involve a degree of estimation, the extent of which depends on the
instrument’s complexity and the availability of market-based data.

;3. Turnover. ‘ B . ,

2015 - 2014

‘ : . £'000 £°000

Finance lease income: o o

Rents receivable : o SR 9,792 - 9,590
Amortisation ‘ ‘ - (6,847) °  (6,182)
Contingent rental expense ‘ ‘ (1,689) (1,797)

' ' 1,256 1,611

Operating lease rental income ‘ . e 2,912 2,912

- 4,168 - 4,523

.THe Company did not enter. ihto any new leasing transactions during the year (2014: £nAiI).
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ROYAL BANK LEASING LIMITED 4 ‘ . SC058013

NOTES TO THE FINANCIAL STATEMENTS (continued)

4. Operating income | a K
2015 2014
. £000 £°000
-Profit on disposal of finanbe lease . | . 1 -
Management fees : . 4,802 - 287
Fee income - : 548 619
Other income . ' S 1,880 923
' 7,231 1,829
5. Operating expenses
2015 2014
- £°000 £°000
Commussnon payable : ‘ o ‘ . 14 -
Depreciation ' A 3 - 1
Purchases S : - 477 - 941
Exchange losses L 3,201 1,760
Management charges . o - 58T -
Other charges .o - S 12 10

9,451 2,726

Staff costs, number of employees and dlrectors emoluments :

Al staff and directors were employed by group companies and the accounts of The Royal
- Bank of Scotland Group plc contain full disclosure of employee benefit expenses incurred -

in the period including share based payments and pensions. The Company has no
~ employees and pays.a management fee for services provided by other group companies..

The directors of the Company do not receive remuneration for specific services provnded to

the Company. ‘

Management recharge

Management ‘charge costs - of £5, 671 ,000 (2014 £5,798 000) relate to the Companys‘
share ‘of group resources such as the use of IT platforms, staff and a share of central

resources. These are re-charged on an annual basis by The Royal Bank of Scotland plc.

Management fee income of £4,802,000 (2014: £6,085,000) relates to the ‘Company’s

recharge of group resources to subsidiary and fellow subsidiary companies. In 2014 the

total net income of £287,000 is included wuthm operatlng mcome (note 4).

6. Impalrment of investments in subsudlanes

2015 2014

C ~ £000 £000 °
- RBSSAF (12) Limited - £14,000,000 ‘ R , - 14,000
.RBS Asset Finance Europe Limited - €51,000,000 = - . 41,765
‘ ' - 55,765 .

The Company issued loan waivers to the subsidiaries .noted above during the prior
financial year. :
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' ROYAL BANK LEASING. LIMITED
NOTES TO THE FINANCIAL S'ITATEMENTS (continued)i‘
7. Finance income

* Onloans receiVable: »

. From group undertakings
From jointl_y owned entities

8. Other ing:ome '
Dividend income from subéidiar;es’ ‘

* Gain from movement in fair value of non-hedge derivatives —
group undertakings

Gain from movement in fair value hedgé ineffectiveness — group
undertakings '

' Breakdown in movement in fair value hedge ineffectiveness

Movement in hedge items - group undertakings
Movement in hedge .derivatives - group undertakings

9. Other Iosseé

Loss from: movement in fair val‘ue of non-hedge derivatives —
group undertakings ' _—

' 10. Finance costs

“Interest on loans and derivatives from group undertakings

20
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2014 -

2015
£°000 £°000
141,009 - 184,899
- 6,768 - 7,109
147,867 192,008
' 2015 2014
£°000 £°000
25132 176,601
] 11,950
3348 4,199
28,480 192,750
2015. 2014
© £°000 £°000
(3,746)  (40,924)
7,094 45,123
3,348 4,199
2015 - 2014
£°000 £°000
16,405 -
12015 2014
£000 £°000
" 152214 194,922



ROYAL BANK LEASING LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued) -

“11. Profit on ordinary activities before tax

Profit on ordinary activities before tax is stated after charging:

Auditor's remuneration — audit services (lncluded within the
management fee shown in note 5)
Foreign exchange translation

!

12. Tax

- Current taxation: : :
~ UK corporation tax (credit)/charge for the year
.Under provision in respect of prior periods

Deferred taxatlon
Charge/(credit) for the year
. Impact of tax rate changes :
Under provision in respect of prior periods

o

Tax (credit)/charge for the year

. $C058013
2015 . 2014
£°000 £°000
25 25

3291 1,760
3,316 1,785
2015 2014
£°000 £000°

(18,867) 4,742
195 154

(18,672) _ 4.896

15,412 (789)

. . 7

823 51 .
16,235 “(731)
_(2,837)___ 4,165

~4"Where appropnate current tax consists of sums payable or recelvable for group relief.

The actual tax (credit)/charge differs from the expected tax charge computed by applying -

the. blended rate of UK corporatlon tax of 20 5% (201 4. blended tax rate 22%) as follows:

:

Expected tax charge
~ Unrecognised timing differences
Other non-deductible items
Non-taxable items '
Reduction in deferred tax followmg change in rate of UK
- corporation tax’
. Adjustments in respect of prior periods
Actual tax (credit)/charge for the year

Ak

2015

2014

'£000 £000
1,627 30,041
(114) 73
184 12,793

(5,152)  (38,954)
- 7
1,018 205
(2,437) 4,165

—_—



ROYAL BANK LEASING LIMITED : C - ~ SC058013
NOTES TO THE FINANCIAL STATEMENTS (continued)
12 Tax (continued)

In recent years the UK Government has steadily reduced the rate.of UK corporation tax,
with the latest rates substantively enacted in July 2013 now standing at 21% with effect
from 1 April 2014 and 20% with effect from 1 April 2015. The closing deferred tax assets
and liabilities have been calculated at 20% in accordance with the rates enacted at the
balance sheet date. S :

In the Budget on 8 July 2015, the UK Government proposed, amongst other thrngs to
further réduce the main rate of UK corporation tax to 19% with effect from 1 April 2017 and
to 18% with effect from 1 April 2020. These rate changes were substantively enacted in
the Finance Bill 2015 on 26 October 2015 and existing temporary differences may .
therefore unwind in periods subject to these reduced rates.

The impact of the post balance sheet date change in tax rate is estimated as grvrng rise to
atax credit of £269,000, which will be recognised in the accounts for 2016. -

13. Ordinary dividends g a

2015 - 2014

£000 - £000
Interim dividend paid © - 50,000 235, 000

No dividends have been approved/paid since 30 September 2015 to the date of approval
of these accounts ‘

14. Property, plant and equipment

Assets held for :
use in Computer
operating and other ;
- leases equipment . Total ..

2015 C ‘ ) £000 £'000 £000

Cost o : : 4 A .

1 October 2014 and 30 September '

2015 o . 6,650 131 6,781

Accumulated depreciation and impairment : : o :

1 October 2014 ' . 4,709 131 4,840

Depreciation charge for the year . 641. R 641

30 September 2015 - - S ‘ 5,350 . 131 5,481

Net book value

30 September 2015 . ~ 1,300 - 1,300 -
. . - : . . 5 - ' i

30 September 2014 . _ 1,941 - - 1,941

‘Security : '
No property,-plant and equipment has been pledged as securrty for llabmtres of the
Company (2014: none). .
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" ROYAL BANK LEASING LIMITED - | $C058013

NOTES TO THE FINANCIAL STATEMENTS (continued)

15. Investmenté in subsidiaries

Investments in group undertaklngs are carried at cost less |mpa|rment Movements dunng-
the year were as foEIows

2015 - 2014

£°000 .- £000

At 1 October A o ' ' 82,139 - 82,143

Additions ’ o » : T - 55,765

" Disposals . _ o . (61,775) . (4)

Impairments i . . Co - (565,765)
At 30 September . - L 20,364 82,139 -

During the year the Company disposed of the subsidiary Lombard Corporate Finance
(September 1) Limited for a profit before tax of £1,490,000, and the subsidiary R.B.
Leasing (Shaftesbury) Limited was struck off after redeeming its £19,775,000 redeemable
ordinary shares. The Company also reduced its rnvestment in R.B. Leasrng (Eden) Limited
by £42,000, 000. : .

During the prior financial year RBS Aerospace Ireland Leasing 2 Limited, a subsidiary of
‘the Company went into voluntary liquidation. The Company also waived loans owed by
subsidiaries RBSSAF (12) Limited and RBS Asset Finance Europe errted ,

~ The principal subsrdrary undertakings of the Company are shown below All subsidiaries

"are incorporated in the UK and registered in. England and Wales except for. Royal Scot
Leasing Limited, Royal Bank of Scotland (Industrial Leasing) Limited and R.B. Leasing

Company Limited which are registered in Scotland. All subsrdrarles are owned 100% wrth
100% of the voting power held by the Company. -

. Accounting
Principal - reference

Name of subsrdlary ‘ ' activity . date
Desertlands Entertainment Limited g ~ -Leasing , 28 February
Lombard Corporate Finance (7) Limited - _Leasing - 31 March
Lombard Corporate Finance (March 1) Limited Leasing ' 31 March *
R.B. Quadrangle Leasing Limited | Leasing - 31 'March
RBSSAF (19) Limited . .. Leasing ‘ ~ 31 March
RBSSAF (2) Limited : . ‘Leasing - 31 March

- Royal Bank of Scotland (lndustnai Leasmg) ' o
Limited - : ' . Leasing 31 March
Sandford Leasing. errted, S Leasing 31 March
W. & G. Industrial Leasing Limited =~ . Leasing . : 31 March
R.B. Leasing (April) Limited - C - Leasing - - - . 30 April

R ' ‘ , - Film production ' o

Helena Productions Limited C ' ’ & development ' 30 June

Lombard Corporate Finance (10) Limited Leasing 30 June
Lombard Corporate Finance (11) Limited " Leasing - 30 June
Lombard Corporate Finance (June 2) Limited Leasing . 30 June

- ‘ "~ Film production '

Patalex Ill Productions Lim_ited : - &development, 30 June
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_ ROYAL BANK LEASING LlMITED

NOTES TO THE FINANCIAL STATEMENTS (contlnued)

15. Investments in subsidiaries (continued)

Name of subsidiery

P of A Productions Limited

_ Pittville Leasing Limited

R.B. Capital Leasing Limited

R.B. Leasing (Eden) Limited

RBSSAF (4) Limited
"RBSSAF (16) Limited

. Winchcombe Finance Limited

Lombard Corporate Finance (13) Limited
Lombard Corporate Finance (14) Limited
Lombard Corporate Finance (15) Limited
Nanny McPhee Productions Limited |

Patalex I Productions Limited

Price Productions Limited

R.B. Asset Value Limited

"R.B. Leasing (September) Limited
R.B. Leasing Company Limited
RBSSAF (6) Limited
RBSSAF (7) Limited
RBSSAF (8) Limited

" Royal Bank Operating Leasing lelted

Royal Scot Leasing Limited

Williams & Glyn’s Leasing Company Limited

Distant Planet Productions Limited
Patalex Prodtxctions Limited -
Patalex V Productions Limited

Patalex IV Productions Limited
'R:B. Equipment Leasing Limited

" RBSSAF (10) Limited

Leckhampton Finance Limited

Lombard Corporate Finance (6) Limited
Lombard Corporate Finance (December 1)
Limited

- Lombard Corporate Finance (December 2)

Limited
Lombard Corporate Finance (December 3)
Limited - :

24

: Principal
activity
. Film production

& development
Leasing
Leasing
Leasing
Leasing
Leasing
Leasing
Leasing
Leasing
Leasing

Film productlon
& development
Film production
& development
Film production
& development:
Provision of
residual value
guarantees
Leasing and

hire purchase -
- Leasing :

Leasing
Leasing
Leasing
Leasing
Leasing
Leasing and
hire purchase

. Film production’
‘& development
“Film production .

& development

Film production

& development
Film production

‘& development

Leasing
Leasing
Leasing"
Leasing

Leasing

- Lea'sing :

Leasing

- $C058013

Accounting

reference - -

date
30 June -
30 June
30 June
30 June
30 June
30 June.
30 June
30 September
30 September
30 September

30 September
30 September

30 September

30vSeptember ‘

'30 September

30.September
30 September
30 September
30 September
30 September .
30 September

~ 30 September

"~ 31 October
31 October

- 31 October‘

" 30 November

30 November
30 November
31 December
31 December
'31 -December
31 December

31 December



ROYAL BANK LEASING LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

’ 15. Investments in subsidiaries (continued)

" Name of subsud|ary
~ Northern Isles Ferries’ anuted
- R.B. Leasing (Bluewater) Limited

R.B. Leasing (December) Limited .
RBS Asset Finance Europe errted

RBSSAF (3) Limited

- RBSSAF (11) Limited

. RBSSAF (12) Limited
. RBSSAF (13) Limited

- RBSSAF (22) Limited
RBSSAF (23) Limited
RBSSAF (25) Limited
RBSSAF (26) Limited
W. & G. Lease Finance Limited

Principal

Leasing

Leasing-

Leasing

Leasing:

Leasing
Leasing
Leasing
Leasing

Leasing
- Leasing
"Leasing

activity

Leasing -

~ Leasing

- §C058013

Accounting
reference

~ date

31 December
-31 December
31.December:
31 December -
31 December
.31 December

- 31 December

31 December
31 December
31 December
31 December:
31 December
31 December .

~ The capital of subsidiary undertakrng consusts of ordinary and preference shares which are

. unlisted.

All subsrdlanes have a regrstered address of The Quadrangle, The Promenade~
Cheltenham, Gloucestershire, GL50 1PX, England except for Royal Scot Leasing Limited, -
Royal Bank of Scotland (Industrial Leasing) Limited. and R.B. Leasing Company Limited

whose reglstered address is 24/25 St Andrew Square Edinburgh, EH2 1AF, Scotland

-16. Investments in assoclates ,

At 1 October
Disposals
Exchange 'loss

" At 30 September

2015 2014

£000° - '£000
- 3,090
. (3,018)

_(72)

. During the prior financial year, the Company dispcsed of the associate investment, Gate .
.. Leasing Limited for consideration of £3,018,000, resulting-in no profit or loss on disposal.
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ROYAL BANK LEASING LIMITED ‘ , o - SC958013

g
NOTES TO THE FINANCIAL STATEMENTS (continued)
16. Investments in associates (continued)

Associates of the Company, which have an accounting reference date of 31 December
are: S S : A .

“ Interestin  Interestin

. ordinary - ordinary -
: T share capital  share capital
Name of associate - - .Nature of business 2015% 2014 %
~Tay Valley Lighting (Leeds) - Provision and - ’ '
Limited ' maintenance of public 50 : ‘50
L ' T - street lighting
Tay Valley Lighting .. Provision and : , o
(Newcastle and North maintenance of public 50 . 50
Tyneside) Limited = - street lighting : S ' .
- Tay Valley lighting (Stoke Provision and ' :
on Trent) Limited : - maintenance of public . 50 - 50

“street lighting

' The companies’ are all 'regi'stered in England and Wales and the registered office is The
Quadrangle, The Promenade, Cheltenham, Gloucestershire, GL50 1PX, England.

- 17. Investment property

2015 2014
£7000 £000.
At1October .. .. ‘ B 16,705 . 17,195
Impairment ' ' . . (1,099) . (490)
At 30 September ‘ : : 4 : 15,606 . - 16,705

The fair value of the Company's investment property has been arrived at by reference to .
market evidence of transaction prices. for similar properties. The independent valuation
was -done in 2015 and has been completed by an independent value with the appropriate

- qualifications (MRICS). The Company has pledged its investment property to secure
general banking facilities granted to the Company. The property rental income earned by
the Company from its investment property, which is leased out under operating leases,
amounted to £2,210,000 (2014: £2,210,000). Direct operating expenses ansmg on
investment property in the penod amounted to £n|I (2014 £nil). '

' 18. Finance lease recelvable_s

Between .
Within 1 1and5 After 5 '
year . years  years Total
: £'000 £'000 .£'000 £'000
2015 o -
‘Future minimum lease payments 6,886 24,517 13,844 45,247
Unearned finance income . u (1 50) (3,507) (3,284) - . (6,941)
. Present value of minimum lease S - _ .
payments receivable ‘ ‘ 6,736 21,010 10,560 38,306.
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' NOTES TO THE FINANCIAL STATEMENTS (continued)

18. Finance lease receivables (continued) )
' , : .Between
Within1  1and5 After 5
~ year years . years - Total
- £'000- - £'000 - £'000 £'000
2014 o ' S : ‘
Future minimum lease payments 6,493 24,135 " 18,501  © 49,129
Unearned finance income o - (128) (2,587) (4,543) - (7,258)
Present value of minimum lease =~ ' : . ) _
.payments receivable 6,365. - 21,548 13,958 41,871
2015 2014
" £°000. £°000
Due within one year - e _ o © 6,736 6,365
Due after more than one year o : o - 31,570 35,506
C ' . 41,871

38 306

The Company has entered |nto various finance Ieasmg arrangements The average term of

the finance leases entered into |s 16 years (2014: 15 years).

Unguaranteed resrdual values are »estlmated at £nil (2014: £nil).

The average effectlve interest rate in relataon to finance lease agreements approxrmates'

5.5% (2014: 4.9%).

19 Operating lease arrangements

At the balance sheet date the Company had contracted with customers for the foIIowmg

: future minimum lease rentals recelvable under non- cancellable operating leases

: Between 1
Within1 - and5
~'year -years. - Total
o £'000 ~  £000 = £'000
2015 o _ ~ ’
Land and building - . 2,220 . 2,960 5,180
Equipment . : C S _ 173 , - 173
g 4 o ' 2,393 _ 2,960 5,353 -
2014 . o oo
Land and building S 2,220 - 5,180 7,400
EqQuipment A - 693 174 867
' ' s 8,267

2,913 5,354

Company as Iessor ‘ ' -
The Company provrdes asset fmance toits customers through actrng as Iessor
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'. ‘NOTES TO THE FINANCIAL STATEMENTS (continued) -

20. Loans recéivable

2015

S : ‘ 2014 .
C ‘ ‘ L T ‘ £'000 - £°000
Due within one year _ o o
Amounts owed by group undertakings _ - 641,121 862,943
Deposits. owed by jointly controlled entities ' ' - 6,271 5,823
~ ' - ' 647,392 868,766
‘Due after more than one year ‘ : .
Amounts owed by group undertakings , , 4,017,309 ° 4,312,324
: Deposits owed by jointly controlled entities oo i - 136,232 135,361
’ T - 4,153,541 4,447,685
Total : o . , , 4,800,933 5,316,451

Included within- Ioan recelvables is £4, 310 679 000 (2014: £4,768, 025,000) owed from
subsidiary companies, £347,751,000 (2014: £407,242,000) owed from the immediate
parent company and, £142 503,000 (2014: £141,184 000) owed from  associated

companies.

21. Trade and other receivables

" Due within one year

- 2015° 2014
£'000 £°000
. Trade receivables o L | . 136 : -
. Other receivables , o o : 146 102
: ' o 282 102
22. Prepayments, accrued income and other assets
| 2015 2014
£000  £000
' Pre'péyrhents ” o 4,883
Accrued income = ' , ' © 4,768 -
Group relief receivable . : , o 16,019 -
' ' ‘ ' 20,787 4,883
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NOTES TO THE FINANCIAL STATEMENTS (continued)

o 23.' Derivatives

.The Company enters |nto various financial instruments (derivatives).as principal to manage
foreign exchange and interest rate risk. Derivatives include swaps and forwards.

A swap is an arrangement to exchange cash flows in the future in accordance with a pre-
. arranged formula. In an interest rate swap, two counterparties agree to exchange periodic
interest payments on a predetermined monetary-principal, the notional amount.

‘At the year end, the notional pnncnpal amounts of the Companys derlvatlves were as
follows: : _ : ‘

Notional principal amounts 4 , ;2015 - 2014
4 S ‘ £°000 . £°000
Interest rate swaps I | (2,421,615) (2,705,722)

At the year -end, the derivatives carrled at fair value by hlerarchy were as follows:

Fair value ' 2015 2015 . 2014 2014
. ' ' "~ Asset Liability Asset Liability - .
- £°000 £°000 £°000 £°000
Interest rate swaps ' A ' 3,976 (250,427) 2,474 (144,994)
Interest rate swaps in fair value-hedge 1,967 (196,623) 1,698  (291,540)
‘ . . : - 5,943 (447,050) 4,172 (436,534)
Maturity analysis _ . 2015 - 2015 - 2014 2014
' Asset  Liability ‘Asset Liability
A £'000 - £°000 £000 - £000-
Current ' ' I :
Interest rate swaps . 2. (216) S -
Interest rate swaps in fair value hedge - (133) - -(975) -
: ' - 2 (349) - - (975)
Non-current . ‘
Interest rate swaps 3,974 (250, 21 0) 2,474  (144,994) .
Interest rate swaps in fair value hedge 1,967 . (196,491) 1,698 (290,565)

5941  (446,701) 4,172 (435,559)

5,943 (447,@) 4172 (436, 534)

. All derivatives are IeveI 2 valuations, vaIued using techniques based _significantly on
observable market data. Instruments'in this category are valued using:
(a) quoted prices for similar instruments or identical instruments in markets which. are not
considered to be active; or
(b) valuation techniques where all the inputs that have a srgnrflcant effect on the valuations
are drrectly or indirectly based on observable market data. ‘
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- ROYAL BANK LEASING LIMITED o ~ SC058013
- NOTES TO THE FINANCIAL STATEMENTS (continued) -

23 Derivatives (continued)

Valuatlon hierarchy S
There is a process to review and control the classification of fmancual instruments |nto the
three level hierarchy established by IFRS 13. Some instruments.may not easily fall into a
level of the fair value hierarchy and judgment may be required as to which level the”
" instrument is classified. Initial classification of a financial instrument is carried.out by the
Product Control team following the principles in IFRS 13. They base their judgment on
information gathered during the IPV process for instruments which include the sourcing of
independent prices and mode! inputs. The quality and completeness of the information

‘gathered in the independent price verification. (IPV) process gives an indication as to the

liquidity and" valuation uncertainty of an instrument. These initial classifications are
reviewed and challenged by senior management. Particular attention is paid to instruments
crossing from one level to another, new instrument classes or products, instruments that
are generatmg significant profit and loss and mstruments where valuation uncertainty is

high. :

Valuatlon techniques ' ‘
Royal Bank Leasing Limited derives fair- value of its mstruments differently dependmg on
whether the mstrument is a non-modelled or a modelled product.”

Modelled products :

Modelled  products are valued using a . pricing model range in -complexity from
comparatwely vanilla products such as interest rate swaps and options (e.g. interest rate
caps and floors) through to more complex derivatives. The valuation of modelled products
requires an appropriate model and inputs into this model. Sometimes models are -also
used to derive inputs (e.g. to construct volatility surfaces). Royal Bank Leasing Limited
uses a number of modelling methodologles

Inputs to valuation models
Values between and beyond available data points are obtalned by mterpolatlon and
extrapolation. When utilising valuation techniques, the fair value can be sugnlflcantly‘
affected by the choice of valuation model and by underlying assumptions concerning
factors such as the amounts and timing of cash flows, discount rates and credit risk. The
principal inputs to these valuation techniques are as follows: '
e Interest rates - these are principally benchmark interest rates such as the London
Interbank Offered Rate (LIBOR), Overnight Index Swaps rate (O1S) and other quoted
_ interest rates.in the swap, bond and futures markets.
e Foreign currency exchange rates - there are observable markets both for spot and
forward contracts and futures in the world's major currencies. '

In order to determine a .reliable fair value, where appropriate, management applies
valuation adjustments to the pricing information gathered from the above sources. The
sources of independent data are reviewed for quality and are applied in the IPV processes
using a formalised input quality hierarchy. These adjustments reflect Royal Bank Leasing
Limited's assessment of factors that market participants would consider in setting a price.-

Furthermore, on an. ongoing basis, Royal Bank Leasing Limited assesses. the
appropriateness of any model used. To the extent that the price determined by internal
models does not represent the fair value of the instrument, for instance in highly stressed
market conditions, Royal Bank Leasing Limited makes adjustments to the model valuation
to calibrate to other available pricing sources.
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' NOTES TO THE FINANCIAL STATEMENTS (continued)

24. Borrowings

2015 2014

£°000 £°000 -
- Loans from group undertakings : ~ _4,339,409 4,882,887
‘_CUrr'e'nt —on demand or within one year 499,598 - 699,853
Non-current o . ' : - T
- between one and two years = - ' - 328,101 370,210
- between two and five years : 1,411,840 1,144,857

- after five years ' 4 o 2,099,870 2,667,967

3,839,811 4,183,034

The Company has the.following unsecured borrowmg from group undertakmgs greater

than five years

£124,692, 000 (2014: £173,622,000) is at fixed rates-varying from 1. 0826% to 6 625%

'£1 975,178,000 (2014: £2, 494,345 000) isata floatmg rate

The repayment profile of the borrowings is drsclosed in note 28 (ii).
25, Trade and other payables

" Due within-one year

- 2015 2014

£°000 £°000

- Value added tax payable S o : 301 : 255
Other payables . 1,110 1,387
. : ‘ S 1,411 . 1,642

- 26. At.fcrdalS, deferred income and other liabilities |

| 2015 2014’
£°000 £°000

| Accruals v DR L 4,611 4,944
Deferred income S - o : 2,646 @ - 3,199
-Other liabilities o S o : 1,605 ° 1,605

8,862 - 9,748
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NOTES TO THE FlNANCIAL STATEMENTS (contvinued)'
27. Deferred tax

Net deferred tax liability comprises:

Capital ‘

allowances Derivatives Other - Total

£°000 £000 - £°000. £'000
At 1 October 2013 . - 7,347 . (425) 143 .. 7,065 -

- Credit/(charge) to profit and loss (1,279) 636 - (88) (731)
At 30 September 2014 , 6,068 . 211 - 55 6,334
(Credit)/charge to profit and Ioss (386) 16,522 99 16,235 -

At 30 September 2015 5,682 16,733 154 22,569

28, Fmancral instruments and risk managenter\t

(i) Fair value of financial instruments not carried at fair value

- Except as detailed in the following table, the directors consider that the carrying amounts
of financial assets and financial liabilities recognised :in the financial statements
approxrmate to their fair values. Where the fmancral instruments are of short maturity, the -
carrying value is equal to the falr value. :

Where the interest rates on finance lease receivables, loan receivables and borrowings
- have been fixed by way of aninterest rate swap in the parent company, which is not in a

hedge relationship, the fair value has been calculated by adjusting the carrying value of the

associated mark to market arising on the swap. ‘

Lessee credit risk posutlon is ‘an.input into the fair value of fmance lease receivables
. calculation as disclosed. :

The fair value of the borrowings is estimated by discountingfuture expected cash flows
using current interest rates and making adjustments for own credit risk in the current year.

2015 ° 2015 2014 2014

Carrying Fair Carrying " Fair
value value value value
£’000 £°000 - £°000 £°000

~ Financial assets o , .

* Finance lease receivables . 38,306 - 37,084 41,871 40,174
Loans receivable o 4,800,933 4,968,101 5,316,451 5,469,203
Financial liabilities. . : o ' ' ,
Borrowings 4 4,339, 409 4, 060 404 4,882,887 4,546,184

‘The financial assets and liabilities detailed in the table above fall within level 2 of the
valuation methodologies, as set out below: : -

Financial; assets and liabilities have been classified above according to a valuation
hierarchy that reﬂects the valuation techniques used to determine fair value

Level 1: valued by reference to unadjusted quoted pnces in active. markets for ldentlcal
assets and liabilities

Level 2: valued by reference to observable market data, other than’ quoted market pnces

Level 3: valuatlon is based on inputs other than observable market data
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28. Financial instruments and risk management (continued)

(i) Financial I’ISk management
The: prmcnpal risks assomated with the Company S busmesses are as foIIows

Interest rate risk
- Structural. interest rate risk arises where assets and liabilities have different re- pncmg
. maturities. '

The Company manages mterest rate risk by monitoring the consistency in the interest rate
profile of its assets and liabilities, and limiting any re-pricing m|smatches

Finance lease recelvables may be based on fnxed and/or floatlng rates. These are funded .
primarily through balances owed to group undertakings. The re-pricing maturity profile of
the financial assets of the Company may be different to that of the associated borrowings
and hence give potential exposure to mterest rate risk

This information is presented consnstently with the mformatuon that management use to A
manage the nsk . :

The interest proﬁle of the Company’s assets and Iiabilities is as follows: -

- . " Non-
Fixed Variable . interest .

2015 rate " - rate earning . Total:
£°000 £°000 £'000 - £°000

Financial assets L : :
Finance leases 1,777 36,529 - .38,306

Loans receivable 3,122,951 - 1,663,633 - 14,349 4,800,933 ~

Trade and other receivables - - 136 136

Prepayments, accrued income . " .
and other assets - - 4,768 4,768
Derivatives - L. 5,943 5,943
- Cash - . 29,634 Co- - 29,634.
. : 3,124,728 1,729,796 25,196 . 4,879,720
Financial liabilities 4 - ' ' o
_ Borrowings : - 2,783,415 1,555,994 - 4,339,409
Trade and other payables . o - - . 688 688
Derivatives _ - - 447,050 447,050
Accruals and other liabilities - - 4,023 . 4,023
' ' 2,783,415. . 1,555,994 451,761 4,791,170
Net financial assets/(liabilities) 341,313 173,802 (426,565) . 88,550
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28. Financial instruments and risk management (contihued)

(ii) Financial risk management (continHued)

Non- )
o : Fixed Variable. . interest
2014 _ rate rate earning Total
L £°000 £°000 £°000 £’000
Financial assets ' . L
Finance leases 3,040 38,831 - 41,871
Loans receivable . 3,429,479 1,870,908 16 064 5,316,451
- Prepayments, accrued income - - ' :
and other assets. - - 4 883 4,883
Derivatives - - : - 4,172 4172
Cash 4 - 37682 37,682
- 3,432,519 1,947,421 ' -25,119 5,405,059
Financial liabilities : ' '
Borrowings . 3,094,718 1,788,169 - 4,882,887
Trade and other payables - - 757 757
Derivatives - - : - 436,534 436,534
Accruals and other Inabllmes . . - - 3,749 3,749
3,094,718 1,788,169 441,040 5,323,927 .
Net financial assets/(liabilities) 337,801 159,252 (415,921) 81,132

Assuming that the balances receivable and/or payable at the balance sheet date were
receivable and/or payable for the whole year, had interest rates been 0.5% higher and all
other variables held constant, the Company’s profit before tax for the year would have -
increased by £1,049,000 (2014: profit before tax for the year would have increased by
£1,268,000). This is mainly due to the Company’s exposure to interest rates on its variable
rate. borrowings, loans receivable and cash balances. There would be no other materlal
impact on equity. . h
Currency risk

The Company is mainly exposed to Euro and US dollar currencies.

The sensmvnty analysis below has been determined ‘based on the . foreign currency .
exposure at the balance sheet date. The analysis is prepared on the assumption that the
balances receivable and/or payable at the balance sheet date were receivable and/or-
payable for the whole year. -

The foIIowmg table details the impact on the Company s profit before tax for the year if the
rate of Sterling against foreign currencies had been 10% higher and all other vanables
were held constant. :

C Assets Liabilities

2015 2014 - 2015 . 2014

: : . : £'000 £’000 £°000 £'000
Euro . ’ . ‘ 39,861 125,464 33,030 113,836

.US Dollar : _ 830,431 .- 843,864 854,032 891,981
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28. Financial instruments and risk management (continued)
(ii) Financial risk management (continued)
Currency risk (continued)

Euro . US dollar
Currency- Currency

impact _Impact

A £°000 £°000
2015 ' ' - :

(Reduction)/increase in profit before tax _ (621) 2,146
2014 . ~ ST . -

(Reductlon)/mcrease in proflt beforetax . . (1,057) 4,374

"~ The impact on proflt before tax is malnly due to the Company’s gap'between its foreigh
. currency lending and its foreign currency ‘borrowings. There would be no other matenal
impact on equuty . . :

Credlt risk :
- The table below provndes details of credit exposures for those financial - assets not‘
|mpa|red

-

~

No.of 2015 2014

Sector ; , , counterparties . £°000 ~£'000
Finance lease recelvables -Transport and , : ‘
: infrastructure . . . 6(2014:6) 38,306 41,863
- Group undertakings , 4,688,064 5,212,957
Amounts due from jomtly controlled entmes ... 142,503 141,184 -
Other \ 4 _ ' 4,904 4,883
Other — group undertaklngs - A 5943 = = 4172
Maximum credit exposure : o S 4,879,720 5,405,059

Based on counterparty payment hlstory the Company conS|ders all the above- financial
assets to be of good credit quahty .

h Fmanclal Tiabilities
The following table shows by contractual maturity the undiscounted cash rows payable
from the balance sheet date mcludmg future interest payments '

0-3 3-12 - 1-3 4-5 5-10 10-20

2015 : months months years - years - years - years
' ' ‘ £'000 £'000 - £'000 £'000 £'000 - £'000 -

Borrowings - 243,022 283,767 629,640 1,287,329 1,449,148 936,819

- Gross derivatives -+ . 19,576 82,285 201,920 137,523 107,683 77,580
Trade and other : ' ‘ . ) o
payables . 688 - - - - S -
Accruals and other : ‘ ‘ '
liabilities 4,023

- 267,309 366,052 . 831,560 1,424,852 1,556,831 1,014,399
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: 28 Financial instruments and risk management (contmued)

(u) Financial rlsk management (contmued)
Fmanclal |IabI|I‘tles (continued) .

0-3° 3512 1-3 . 4-5  5-10. 10-20

2014 ‘ - months - months years - years years  years
: £'000 £000  £'000 . £'000 . £'000- £'000
Borrowings 405,945 332,850 793,997 982,416 1,951,797 1,138,477
‘Gross derivatives - 21,843 94,355 229,934 188,668 = 160,113 85,720
. Trade and other : : ' : '
" payables ‘ . 757 ‘ - . - ; - , -
Accruals and other ‘ : '
liabilities 3,749 -

432,294 427,205 1;023,931 1,171»,084 2,111,910 1_,224,197_

‘The Company’s intra-group liabilities may in certarn circumstances ‘become repayable on ‘
demand pursuant to the terms of the caprtal support deed (see note 31 commitments and
. contingent Irabrlrtres)
29. Share capital

2015 2014

£'000 . £000
Authorised: ' o - o . ~
22,000,000 Ordinary shares of £1 - . : 22,000 22,000
* Allotted, called up and:fully paid:
Equity shares , - A S - .
19,000,000 Ordlnary shares of £1 . S ‘ - 19,000 19,000

The Company has one class of ordmary shares which carry no right to frxed income.
30. Capntal resources

The Comp_anys capital consists of equity comprising issued share capital, retained.
earnings and loans from group undertakings. The Company is a member of The Royal
Bank of Scotland. group of companies which has regulatory disciplines over the use of
‘capital. In the management of capital resources, the Companyis governed by the group’s
policy which is to maintain a strong capital base: it is not separately regulated. The group
has complied with the Prudential Regulation Authority's capital’ requirements throughout
the year.
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31. Commitments and contlngent llabllltles

The Company, together with other members of the RBSG group companies, is party to a -
capital support deed (CSD). Under the terms of the CSD, the Company may be. required, if-
compatible with its legal obligations, to make distributions on, or repurchase or redeem, its
ordinary shares. The amount of this obligation is limited to the Company’s lm'medlately
accessible funds or assets, rights, facilities or other resources that, using best efforts, are
reasonably capable of being converted to cleared, immediately available. funds (the
Company'’s available resources). The CSD also provides that, in certain circumstances,

funding received by the Company from other parties to the CSD becomes immediately
repayable, such repayment being limited to the Company’s available resources.

The Company has issued letters of support to certain subsidiary companies, mcludnng
those which are in a net liability position. The Company has the capacity and ability to
cover the liability.if required.

32. Related partles ) |
UK Government

" The UK Government through HM Treasury is the ultimate controlllng party of The Royal

. Bank of Scotland Group plc. Its shareholding is managed by UK Financial Investments
‘Limited, a company it wholly owns and as a result, the UK Government and UK
_ Government controlled bodles are related parties of the Company

" The Company enters into transactions wuth these bodies on an arms’ Iength basis; they
include the payment of taxes lncludmg UK corporation tax and value added tax

‘Group undertaklngs

The. Company s |mmed|ate parent company is The Royal Bank of Scotland plc, a company '
incorporated in the UK. As at 30-September 2015 The Royal Bank of ‘Scotland pic heads
the smallest group in which the Company is consolidated. Copies of the consolidated
accounts may be obtained from Corporate Governance and Secretariat, The Royal . Bank of
Scotland pIc Gogarburn PO Box 1000, Edinburgh, EH12 1HQ

The Company s ultimate holding company is The Royal Bank of Scotland Group plc which-
is incorporated in the UK and heads the largest group in which the Company is
consolidated. Copies of the consolidated accounts may be obtained from Corporate
Governance and Secretariat, The Royal Bank of Scotiand Group plc, Gogarburn PO Box
1000 Edinburgh, EH121HQ

33. Post balance sheet events
There have been no S|gmf|cant events between the year end and the date of approval of

these financial statements which would require a change to or disclosure in the fmancnal :
- statements: - 4
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