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Directors' report
For the year ended 30 September 2010

Business review and principal activities

Lioyds UDT Leasing Limited {("the Ccmpany”) 15 a imited company incorporated and domiciled in England and Wales
(registered number 665240)

The Company provides a range of operating and finance lease options for corporate customers

The Company's results for the year show a profit before tax of £479,000 (2009 £50,000) and net interest expense of £343,000
(2009 £988,000)

The Company is funded entirely by other companies within the Lioyds Banking Group ("the Group")

Future outlook

The Company ceased to wnte new finance lease business in September 2007 A decision was made in June 2008 to
discontinue the operating lease business due to unfavourable margins Accordingly, the carrying value of property, plant and
equipment, loans and advances and the associated income will reduce as individual lease agreements expire and assets are
disposed

Principal nisks and uncertamnties

From the perspective of the Company, the pnncipal nsks and uncertainties are integrated with the principal nsks of the Lloyds
TSB Asset Finance Dwwsion (“the Division™) and are not managed separately for the Company Further detals of the
Company's and Division’s nsk management policy are contained in note 2 to the financial statements

Key performance indicators {'KPIs")

Given the straightforward nature of the business, the Company's directors are of the opinion that analysis using KPIs 1s not
necessary for an understanding of the development, performance or position of the business KPls are monitored and reported
at a divisional leve! and are disclosed in the financial statements for Black Horse Limited

Policy and practice on payment of suppliers

The Company follows “The Better Payment Practice Code™ published by the Department for Business, Innovation and Skills
(BIS) regarding the making of payments tc supphers A copy of the code and information about it may be obtained from the

BIS Publications Order Line 0845-0150-010 quoting ref URN 04/606

The Company's policy 15 to agree terms of payment with supplers and these normally provide for settlement within 30 days
after the date of the invoice, except where other arrangements have been negotiated

Itis the policy of the Company to abide by the agreed terms of payment, provided the supplier performs according to the terms
of the contract

As no amounts are owed to trade creditors as at 30 September 2610, the number of days required to be shown in this report, to
comply with the provisions of the Companies Act 20086, is ni) (2009 nil)

Dividends

No dividends were paid or proposed dunng the year ending 30 September 2010 {2009 £nil)

Going Concern

The Company 1s rebant on funding uttimately provided by Lioyds TSB Bank plc Notwithstanding the improvement 1in market
hquidity dunng 2009 and 2010, the Company's ultimate parent company, Lloyds Bankig Group plc, continues to be reliant on
UK Government sponsored measures {0 mantain its wholesale funding position The dirrectors are satisfied that it 1s the

intention of Lioyds Banking Group plc that its subsidianes, including the Company, will continue to recerve funding in the future
and, accordingly, the financial statements have been prepared on a going concern basis
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Directors’ report {continued)
For the year ended 30 September 2010

Directors
The names of the current direclors are shown on the cover
The following changes have taken place dunng the year

G Ferguson (appointed 1 February 2010)
C K Sarfo-Agyare (appointed 1 February 2010)

Statement of directors’ responsibilities

The directors are responsible for prepanng the directors’ report and the financial statements in accordance with applicable law
and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors have
prepared the financial statements in accordance with Internatienal Financial Reporting Standards (IFRSs) as adopted by the
European Union  Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that period In
preparing these financial statements, the directors are required to

- select sutable accounting policies and then apply them consistently,

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

- state whether applicable International Financial Reporting Standards {(IFRS) as adopted by the European Union have
been followed, subject to any matena! departures disclosed and explained in the financial statements, and

- prepare the financial statements on the going concern basis, unless it I1s inappropnate to presume that the Company will
continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s
transactions and disclose with reasonable accuracy at any time the financial position of the Company and enable them to
ensure that the financial statements comply with the Compantes Act 2006 They are also responsible for safeguarding the
assets of the Company and hence for taking reascnable steps for the prevention and detection of fraud and other rregulanties
Auditors and disclosure of Information to auditors

Each director in office at the date of this report confirms that

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

- the director has taken all the steps that he ought {0 have taken as a director in order to make timself aware of any
relevant audit nformation and to establish that the Company’s auditors are aware of that information

This confirmation 1s given, and should be interpreted, in accordance with the prowvisions of section 418 of the Companies Act
2006

On behalf of the Board

e 74

T M Blackwell
Director
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Independent auditors’ report to the member of Lloyds UDT Leasing Limited

We have audited the financial statements of Lloyds UDT Leasing Limited for the year ended 30 September 2010 which
compnse the income statement, statement of comprehensive income, the balance sheet, the statement of changes in equity,
the cash flow statement and the related notes The financial reporting framework that has been applhed in their preparation 1s
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union

Respective responsibilities of directors and auditors

As explained more fully in the directors’ responsibiities statement set out on page 2, 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 1s to audit
and express and opimien on the financrat statements in accerdance with applicable law and International Standards on Auditing
(UK and Ireland) These standards require us to comply with the Auditing Pract:ices Board's Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the Company's members as a body \n accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose We do not, 1n giving these opimions, accept or
assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it may
come save where expressly agreed by our prior consent (n wnhng

Scope of the audit of the financial statements

An audt involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error This
includes an assessment of whether the accounting policies are appropnate to the Company’s 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

Opinion on financial statements

In our opinion the financial statements

- give a true and farr view of the state of the Company's affairs as at 30 September 2010 and of its profit and cash flows for
the year then ended,

- have been properly prepared in accordance with IFRSs as adopted by the European Unicn, and
- have been prepared in accerdance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given 1n the directors’ repert for the financial year for which the financial statements are prepared
15 consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, In
aur opinion

- adequate accounting records have not been kept, or returns adequate for our audit have not been recewved from
branches nct visited by us, or

- the financial statements are not in agreement with the accounting records and returns, or
- cerfain disclosures of directors’ remuneration specified by law are not made, or
- we have not recewved all the information and explanations we require for our audit

. @02

Mark Ellis (Semor Statutory Auditor)

for and on behalf of

PricewaterhouseCcopers LLP

Chartered Accountants and Statutory Auditors

One Kingsway

Cardiff
CF10 3PW
?_3"‘ Marcl, 2011
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Income statement
For the year ended 30 September 2010

Reclassified
Note 2010 2009
£'000 £'000
Interest and simitar income 735 1,033
Interest and similar expenses (1,078) (2.021)
Net interest expense 4 (343) (888)
Other operating iIncome 5 12,529 12,551
Impairment losses on loans and advances {40) )]
Other operating expenses 3] {11,667} (11,512)
Profit before tax 479 50
Taxation 9 (10} (108)
Profit/{loss) for the year attributable to equity shareholders 469 (58)
Statement of comprehensive income
For the year ended 30 September 2010
2010 2009
£'000 £'000
Proflt/{loss) for the year 469 (58)
Other comprehensive income
Movement In cash flow hedges, net of tax {155) (831)
Total comprehensive income for the year 314 (589)

The notes on pages 8 to 25 are an integral part of these financial statements

The 2009 comparatives have been restated to reflect the reclassification explained in note 21

All results denve from continuing operations

4 Lloyds YDT Leasing Limited




Balance sheet
As at 30 September 2010

Reclassified Reclassified
30 September 1 October
Note 2010 2009 2008
£'000 £000 £'000

ASSETS
Cash at bank - 1,575 -
Other current assets 10 7,528 5,513 5,976
Derwative financial assets 177 - - 132
Loans and advances to customers 11 11,550 15,704 21,735
Inventones 4,968 2,650 1,509
Property, plant and equipment 12 2,425 16,146 28,265
Deferred tax asset 13 298 3,106 -
Total assets 26,769 44 694 57617

LIABILITIES

Borrowed funds 14 13,335 30,366 41,038
Other current liabilites 6,278 4,228 3,848
Denvative financial liabilities 177 809 605 -
Current tax hability 42 3,504 3,102
Deferred tax hability 13 - - 3,049
Total habilities 20,464 38,703 51,037

EQUITY
Share captal 15 6,500 6,500 6,500
Retained profits/{losses) 396 (73} (15)
Other reserves (591) {436} a5
Total equity 6,305 5,991 6,580
Total equity and Labilities 26,769 44 694 57,617

The notes on pages 8 to 25 are an integral part of these financial statements

The 2009 comparatives have been restated to reflect the reclassification exptained in note 21

The financia! statements on pages 4 to 25 were approved by the board of directors and were signed on its behaif by

. v

T M Blackwell
Director

18 Mo 201
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Statement of changes in equity
For the year ended 30 September 2010

Share Other Retained
capital reserves profits Total
£'000 £000 £'000 £'000
At 1 October 2008 6,500 85 (15) 6,580
Loss for the year and total comprehensive income - (531) {58) (589)
At 30 September 2009 6,500 (436) {73) 5,991
Profit for the year and total comprehensive income - (155) 469 314
At 30 September 2010 6,500 (591) 396 6,305

The notes on pages 8 to 25 are an integral part of these financial statements

6 Lloyds UDT Leasing Limited




Cash flow statement
For the year ended 30 September 2010

Reclassified
2010 2005
£'000 £'000
Cash flows from operating activities
Profit before tax 479 50
Adjustments for
- interest paid 1,078 2,021
- depreciation 4,613 7,391
- cost on disposal of ex leased assets 6,790 3,687
Changes n operating assets and habilities
- net decrease In loans and advances to customers 4,154 6,031
- net decreasef(increase) in other debtors and other current assets 436 (344)
- net increase in other current habilities 2,050 380
Cash generated from operations 19,600 19,116
Interest paid {1,078) (2,021)
Taxes paid via group relief (615) (5.654)
Net cash generated from operating activities 17,907 11,441
Cash flows used in financing activities
Repayment of balances with group undertakings {19,482} {9,866)
Net cash used in financing activities {19,482} {9,866)
Net (decrease)/increase In net bank overdrafts {1,575} 1,575
Cash and cash equivalents at beginning of year 1,575 -
Cash and cash equivalents - 1,575

The notes on pages 8 to 25 are an integral part of these financial statements

The 2009 comparatives have been restated to reflect the reclassification explained in note 21

7 Lloyds UDT Leasing Limited




Notes to the financial statements
For the year ended 30 September 2010

1.

11

12

Accounting policies
Basis of preparation

The principal accounting polictes applied in the preparation of these financial statements are set out below These policies
have been consistently applied to both years presented, unless otherwise stated

These financial statements have been prepared in accordance with apphcable IFRSs as adopted by the European Union
and the Companies Act 2006 applicable to companies reporting under IFRSs

The following new IFRS proncuncements relevant to the Company have been adopted n these financial statements

N IAS 1 (revised), ‘Presentation of financial statements’ The revised standard prohibits the presentation of tems of
income and expense {that 1s 'non-owner changes in equity”) in the statement of changes n equity, requining ‘non-
owner changes in equity’ to be presented separately from owner changes in equity All non-owner changes in
equity are required to be shown in a performance statement Entlies can choose whether to present one
performance statement (the statement of comprehensive income) or two statements (the income statement and
statement of comprehensive income) The Company has chosen to present two statements The financial
statements have been prepared under the revised disclosure requirements, the application of this revised
standard, which affects presentation only, has not had any impact for amounts recogrised in these financial
statements

This revised standard has also intreduced the requirement to present an additional balance sheet, representing
the balance sheet as at the beginning of the earliest comparative penod, where the prior year comparatives have
been restated As the Company has retrospectively applied the amendment to |IAS 16 'Property, plant and
equipment' detailed in part {m} below, a restated balance sheet as at 1 October 2008 has been presented in these
financial statements

{m Amendments to IFRS 7 ‘Financial Instruments Disclosures - Improving Disclosures about Financial Instruments’
The amendment requires enhanced disclosures about farr value measurement and iquidity nsk In particular, the
amendment requires disclosure of fair value measurements by level of a fair value measurement hierarchy As the
amendments only result in additional disclosures, the amendments have not had any impact for amounts
recognised in these financial statements

(m) IAS 16 'Property, plant and equipment' (amendment) The amendment requires that where a company routinely
sells items of property, plant and equipment that it has held for rental to others the company shall transfer such
assets to nventones at therr carrying amount when they cease to be rented and become held for sale The
amendment also reguwes that proceeds from the sale of such asseis shall be recognised as revenue in
accordance with IAS 18 'Revenue’ Comparative information has been re-presented so that it also 1s in conformuty
with the revised standard, as set out in note 21 The effect has been to reclassify assets with a value of
£7,416,000 (2009 £2,650,000) from property, plant and equipment to inventories and to increase other operating
income and expenses by £4,338,000 (2008 £3,507,000)

() Improvements to IFRSs {(issued May 2008) Sets out minor amendments to IFRSs as part of annual
improvements process  Most amendments clanfied existing practice The application of these new interpretations
has not had any impact for amounts recognised in these financial statements

Details of those pronouncements which will be relevant to the Company but which were not effective at 30 September
2010 and which have not been applied in preparing these financial statements are given in note 22

The financial statements have been prepared on a going concern basis, as detailed in the directors’ report, and under the
histonical cost convention

Income recognition
Interest income from financial assets

Interest income and expense are recognised in the income statement for all interest-beanng financial instruments,
including loans and advances, using the effective interest rate method The effective interest rate method 1s a method of
calculating the amortised cost of a financial asset or hability and of allocating the interest income or interest expense to a
period of account

Finance lease income 1s recegnised over the lease term using the net investment method so as to refiect a constant
periodic rate of return on the Company's net mvestment in the lease Intial direct incremental costs attnibuted to
negotiating and arranging the lease are incfuded in the initial measurement of the finance lease recevable thus reducing
the amount of iIncome recognised over the lease term

8 Liovds UOT Leasing Liputed




Notes to the financial statements (continued)
For the year ended 30 September 2010

1.

12

13

14

15

e L

Accounting policies (continued)

Income recognition (continued)

Interest income from financial assets (continued)

When calculating the effective interest rate, the future cash flows are estimated after consrdening all the contractual terms
of the agreement but not future credit losses The calculation includes all amounts received or paid by the Company that
are an integral part of the overall return such as acceptance and, where relevant, early settlement fees as well as direct
ncremental transaction costs related to the acquisition, 1ssue or disposal of a financial instrument and all other premiums
or discounts

Once a financial asset or a group of similar financial assets has been written down as a result of an impatrment loss,
nterest income 15 recogmsed usmng the rate of interest used to discount the future cash flows for the purpose of
measunng the impairment loss

Lease classification

Lease agreements are classified as finance leases if the lease agreements transfer substantially all of the nsks and
rewards of ownership to the lessee, all other leases are classified as operating leases

When assets are leased under a finance lease, the net present value of the lease payments plus any guaranteed residual
value payments, where applcable, 1s recognised as a receivable within loans and advances to customers

Operating lease rental income

Operating lease rental mcome 1s recognised on a straight ine basis over the Iife of a lease

Where operating lease contracts are extended, in certain pre-specified circumstances, profits from the extension rentals
are shared with a third party as part of a risk shanng agreement All extension rentals are recognised within other
operating iIncome and any related direct cost 1s charged to operating expenses

Financlal assets and liabilities

Fmancital assets comprise amounts due from group undertakings, loans and advances {0 customers, other trade
recewvables and other debtors Financial habiliies comprise borrowed funds and other current habiities Denvative
contracts can be either a financial asset or hability and are discussed separately in note 1 4

Financial assets and habiliies are recognised when the Company becomes a party to the contractual provisions of the
instrument Financial assets and habiities are derecognised when the nghts to receive cash flows, or obligations to pay

cash flows, have expired

Interest beanng financial assets and habilities are recognised at amortised cost inclusive of transaction costs, using the
effective interest rate method

Denvative financial instruments

The Group enters into a varnety of denvative financial Instruments to manage its exposure to interest rate nsk

Denvatives are initially recognised at fair value at the date a denvative contract i1s entered into and are subsequently re-
measured to therr fair value at each balance sheet date The resulting gain or loss I1s recognised In equity in other

reserves

A denvative with a positive fair value 1s recognised as a financial asset whereas a denvative with a negative farr value 1s
recogmsed as a financial hability

Hedge accounting

Denvatives may only be designated as hedges prowided certain sinct crterra are met At the inception of a hedge, its
terms must be clearly documented and there must be an expectation that the derivative will be highly effective in
offsetting changes in the far value or cash flow of the hedged rnisk

The effectiveness of the hedging relationship must be tested throughout its Iife and if at any pont it 1s concluded that it 1s
no longer highty effective in achieving its objective the hedge relationship 1s termimated

DT Leas imited




Notes to the financial statements (continued)
For the year ended 30 September 2010

1.

15

16

17

18

Accounting policies {continued)
Hedge accounting (continued)

The effective portion of changes n the fair value of derivatives that are designated and qualfy as cash flow hedges s
recognised in equity The gamn or loss relating to the ineffectve portion 15 recogmsed immediately 1n the income
statement Amounts accumulated in equity are recycled to the income statement in the penods in which the hedged item
affects profit or loss When a hedging instrument expires or 1s sold, or when a hedge no longer meets the critena for
hedge accounting, any cumulative gam or loss existing in equity at that tme remains in equity and 1s recogmised when the
forecast transaction 1s ultimately recogrised in the income statement When a forecast transaction 15 no longer expected
to occur, the cumulative gain or loss that was reported in equity 1s immediately transferred to the income statement

Impairment
Loans and advances to customers

At each balance sheet date the Company assesses whether, as a result of one or more events occurrning after initial
recognition, there 1s objective evidence that a financial asset or group of financial assets has become impaired Evidence
of impairment may include indications that the borrower or group of borrowers are expenencing significant financial
difficulty, default or delinquency n interest or principal payments, it becoming probable that the borrower will enter
bankruptcy or other financial reorganisation or the debt being restructured to reduce the burden on the borrower

If there I1s objective evidence that an imparment loss has been incurred, a provision 1s established which 1s calculated as
the difference between the balance sheet camying value of the asset and the present value of estimated future cash flows
discounted at that asset’s orniginal effective interest rate If an asset has a vanable interest rate, the discount rate used for
measuring the impairment loss 15 the current effective interest rate The calculation of the present value of the estimated
future cash flows of a collateralised asset or group of assets reflects the cash flows that may resuit from foreclosure less
the costs of obtaining and selling the collateral

The method and assumptions used for estmating future cash flows are reviewed regularly by the Company to reduce any
differences between the loss estimates and actual loss experience

If, In a subsequent period, the amount of the iImpairment loss decreases and the decrease can be related objectively to
an event occurnng after the impairment was recognised, such as an improvement in the borrower’s credit rating, the
provision 1s adjusted and the amount of the reversal I1s recognised in the Income statement

When a lpan or advance 1s uncollectible, it 1s written off against the related provision once all the necessary procedures
have been completed and the amount of the loss has been determined Subsequent recoveries of amounts previously
written off are recognised in the income statement on a cash receipis basis

Assets held under operating leases

Impairment of property, plant and equipment leased to customers under operating leases s assessed by comparing the
nel present value of the expected future cash flows with the asset’s carrying value Any mpairment identified in this way
is charged immed:ately to the income statement

If, n a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to
an event occurnng after the impairment was recognised, the residual value of the related asset 1s adjusted and the
amount of the reversal 1s recognised in the income statement

Inventones

Inventonies are stated at the lower of cost and net realisable value Cost excludes borrowing costs Net reahsable value 15
the estimated seling price In the ordinary course of business, less applicable vanable seling expenses Inventores
include property, plant and equipment which has ceased to be rented and has become held for sale

Property, plant and equipment

Property, plant and equipment are included at histoncal purchase cost less depreciation and any impairment allowance
Depreciaticn 1s calculated using the straight-lne method {o allccate the difference between the cost and expected
residual value over the penod of the lease The useful life of all tems of property, plant and equipment is 1 to 5 years

Fulure rates of depreciation are reassessed each year m hght of changes to anticipated residual values, and are
amended as required

The carrying value of property, plant and equipment held as operating lease assels Is transferred to inventones at the end
of the operating lease penod when the asset becomes held for sale Upon sale, the invoiced value of these assets 1s
recognised as other operating income and the carrying value charged to other operating expenses

10 Ligyds UDT Leasing Limited




Notes to the financial statements (continued)
For the year ended 30 September 2010

1.

19

110

21

Accounting policies (continued)
Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents compnse balances with less than three months’
maturity

Taxation, including deferred iIncome taxes

Current tax which 15 payable or receivable on taxable profits or losses 1s recognised as an expense or credit in the period
in which the profits or losses arise

Deferred tax 1s provided in full, using the hability method, on temporary differences ansing between the tax bases of
assets and liabilibes and therr carrying amounts in the financial statements Deferred tax is determined using tax rates
that have been enacted or substantially enacted by the balance sheet date that are expected to apply when the related
deferred tax asset 1s realised or the deferred tax hability 1s settled

Deferred tax assets are recogmsed where it 1s probable that future taxable profit will be avallable agamnst which the
temporary differences can be utilised The tax effect of losses available for carry forward are recogmised as an asset
when it 15 probable that future taxable profits will be available against which these losses can be utilised

Tax assets and habiities are offset when they arse in the same tax reporting group and where there 1s both a legal night
of offset and the intention to settle on a net basis or to realise the asset and settle the lability simultaneously

Risk management policy

The Company's operations expose it to credit nsk, interest rate nisk, liquidity nisk and market nisk, it 1s not exposed to any
significant foresgn exchange nsk Responsibility for the control of overall nsk lies with the board of directors, eperating
within a management framework established by the intermediate parent, Lioyds TSB Asset Finance Division Limited, and
the ultimate parent, Lloyds Banking Group plc Interest rate hedges are used to mitigate interest rate nsk relating to a
proportion of the Company's intercompany borrowings The remaining interest rate and hquidity nsk faced by the
Company are in substance managed and borne by other group undertakings which fund the Company and credit nsk 1s
carefully monitored by the Diwvision's credit committee and credit functions Market rnisk 1s managed by the Company
through the terms negotiated in commercial agreements and management regularly reviewing its portfolio of leases for
impairment

Credit nsk

Credit nsk 1s the nsk that a counterparty will be unable to pay amounts in full when due The credit nsk associated with
mstalment credit contracts and operating leases 1s managed through the application of strict underwrniting critena,
determined by the Dwision's credit committee and credit functions Significant credit exposures are measured and
reported on a regular basis

For loans and advances, credit nsk anses both from amounts lent and commitments to extend credit to a customer,
principally loan commitments

In measuring the credit nsk of loans and advances fo customers, the Company reflects three components (1) the
‘probability of default’ by the clhient or counterparty en its contractual abligations, (i) current exposures to the counterparty
and therr iikely future development, fram which the Company denves the ‘exposure at default’, and () the hkely recovery
ratio on the defaulted obligations (the ‘loss given default’)

In contrast, impairment allowances are recognised for financral reporting purposes only for losses that have been incurred
at the balance sheet date based on cbjeclive evidence of imparrment (see note 1 6}

Credit nsk mitigation

- Credit principles and policy Group Risk sets out the group credit pnnciples and policy according to which credit
nsk 1s managed, which in turn 15 the basis for divisional and business unit credit policy Principles and policy are
reviewed regularly and any changes are subject to a review and approval process Business umt policy includes
lending guidelines, which define the responsibiliies of lending officers and provide a disciplined and focused
benchmark for credit decisions

- Stress testing and scenaric analysis at a divistonal level The credit portfolio 1s also subjected to stress-testing and
scenario analysis, to simulate outcomes and calculate therr associated impact

11 Lioyds UDT Leasing Limited




Notes to the financial statements (continued)
For the year ended 30 September 2010

2.

21

22

23

24

Risk management policy {(continued)
Credit sk (continued)
Credit risk mitigation (continued)

- Counterparty imits Credit nsk in wholesale portfolios 1s subject to individual credit assessments, which consider
the strengths and weaknesses of indmdual transactions and the balance of nsk and reward Dwsional exposure
to indmidual counterparties, groups of counterparties or customer nsk segments 15 controlled through a tered
hierarchy of delegated sanctioming authorties

Interest rate nsk

Interest rate nsk 1s the nsk of financial loss as a result of adverse movements in interest rates, and anses largely because
of timing differences between the repncing of financia) assets and habilities Interest rate nsk 1s managed at a divisianal
level, however the Company is exposed to inferest rate fluctuations due to factors outside the Company, and as aresult a
sensitivity analysis has been provided in note 17 3

In respect of a particular portfolio of larger leases, however, the Company has managed interest rate nisk through use of
interest rate swaps which convert interest payable on group borrowings from floating to fixed rate in order to match the
fixed rentals recevable on the Company’s finance lease books

Liguidity nsk

Liquidity nisk 1s the nsk that the Company 1s unable to meet its obligations as they fall due To manage this nsk extensive
borrowing facilities are avallable from within the Lloyds Banking Group

Liquidity nsks are managed as part of the Lloyds Banking Group by the intermediate parent company, Lloyds TSB Bank
plc, in consultation with the board of directors

Market risk

Market risk 1s the nisk that the Company is unable to realise the carmrying value of its nventones and the nsk that market
factors management have applied In estimating the anticipated residual values of property, plant and equipment and
residual values on finance lease agreements where the Company retains title of the asset differ from actual trends, as the
Company I1s exposed to fluctuations i the value of second hand motor vehicles and other plant and machinery

Market risk 1s managed through a combination of management regularly reviewing the Company's portfolio of leases to
assess for imparment, residual values being agreed on commencement of leases and the existence of a risk sharning
agreement with a third party company, which has been designed to reduce the impact of adverse fluctuations in second
hand markets

Critical accounting estimates and judgements in applying accounting policies

The preparation of financial statements in conformity with generally accepted accounting pnnciples requires the use of
estimates and assumptions that affect the reported amounts of assets and labilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period Although those estmates
are based on management's best knowledge of the amount, event or achens, actual results ulimately may differ from
those estimates

Impairment of assets accounted for at amortised cost

The Company regularly reviews its portfalio of leases to assess for imparment In determining whether an impairment
has occurred the Company considers whether there 1s any observable data indicating that there has been a measurable
decrease in the estimated future cash flows and therr tmings, such observable data includes whether there has been an
adverse change in the payment status of borrowers or changes in ecenomic conditions that correlate with defaults on
assets in the Company

The methodology and assumptions used for estimating both the amount and timing of future cash flows are reviewed
regularly to reduce any differences between loss estimates and actual loss expenence

12 Liovds UDT Leasing Limited
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otes to the financial statements (continued)

For the year ended 30 September 2010

3.

Critical accounting estimates and judgements in applying accounting policies (continued)
Operating lease assets

The Company reviews the residual value of its operating lease assets on a quarterly basis by reference to independent
market value data and the prevailing economic conditions and adjusts rates of depreciation accordingly

Deferred tax
The deferred tax asset has been recognised on the basis that tax losses ansing in the future will be surrendered as group

relief which will be paid for by the recipient company None of this deferred tax asset 15 expected to be realised within 12
months of the balance sheet date

Net interest expense
2010 2009
£'000 £'000
Interest income
From finance lease contracts 735 1,033
Interest expense
Group interest expense (see note 16) (1,078) (2,021)
Net Interest expense (343) (988)
Other operating income
Restated
2010 2009
£'000 £'000
Proceeds on disposal of ex leased assets 6,786 3,507
Operating lease rental income 5,743 9,044
12,529 12,551
The 2009 comparatives have been restated to reflect the reclassification explained in note 21
Other operating expenses
Restated
2010 2008
£'000 £'000
Management fees (see note 16) 245 434
Depreciation (see note 12) 4,613 7,391
Cost on disposal of ex leased assets 6,790 3,587
Other operating expenses 19 100
11,667 11,512

Fees payable to the Company's auditors for the audit of the financial statements of £6,000 (2009 £8,000} have been
borne by a fellow subsidiary undertaking and are not recharged to the Company Accounting and administration services
are provided by a fellow subsidiary undertaking and are recharged to the Company as part of management fees

The 2009 comparatives have been restated to refiect the reclassification explained in note 21
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Notes to the financial statements {continued)
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7.

14

Staff costs

The Company did not employ any persons during the year (2008 none)

Directors' emoluments

No director received any fees or emoluments dunng the year (2009 £nif) The directors are employed by other
companies withn the the Group and consider ihat theirr services to the Company are necdental to ther other

responsibiities within the Group (see also note 16)

Taxation
2010 2009
£'000 £'000
a) Analysis of charge for the year
UK corporation tax
- Current tax on taxable profit for the year 42 3,333
- Adjustments in respect of prior years {2,890) 2,724
Current tax (credit)/charge (2,848) 6,057
Deferred tax chargel/(credit) {see note 13) 2,858 {5,949)
10 108

Corporation tax 1s calculated at a rate of 28 0% (2009 28 0%) of the estimated taxable profit for the year

b) Factors affecting the tax charge for the year

A reconciliation of the charge that would result from applying the standard UK corporation tax rate to profit before tax to

the tax charge for the year 1s given below

2010 2009

£'000 £'000
Profit before tax 479 50
Tax charge thereon at UK corporation tax rate of 28 0% (2009 28 0%) 134 14
Factors affecting charge
- Adjustments in respect of prior years - 94
- Effect of reduction in tax rate 3 -
- Losses claimed for no payment {(127) -
Tax on profit on ordinary activities 10 108
Effective rate 21% 216 0%

Dunng the year group relief of £454,000 (2009 £nil) was surrendered by fellow Group Undertakings to the Company for

no payment

oyds T Leas) mit




Notes to the financial statements (continued)
For the year ended 30 September 2010

9. Taxation (continued)
c) Tax effects relating to comprehensive income

The tax effect relating to other comprehensive iIncome 15 as follows

Before tax Tax Net of tax
amount credit amount
£'000 £'000 £'000
2010
Movements in cash flow hedges (205) 50 (15%5)
2009
Movements in cash flow hedges (737) 206 (531)
10. Other current assets
2010 2009
£'000 £000
Amounts due from group undertakings (see note 16} 7,515 5,064
Other trade receivables 9 442
Other debtors 4 7
7.528 5513

Amounts due from Lloyds UDT Limited are net of funding on which interest 1s payable at fixed rates set at the inception of

lease agreements All other amounts are non-interest bearing

11. Loans and advances to customers

2010 2009

£'000 £000

Gross loans and advances 1o customers 11,554 15,724

Less allowance for losses on loans and advances (4) {20)

Net loans and advances to customers 11,550 15,704
of which

Due within one year 2,548 4,318

Due after one year 9,002 11,386

11,550 15,704
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Notes to the financial statements (continued)
For the year ended 30 September 2010

11

1%

Loans and advances to customers (continued)

Loans and advances to customers include finance lease recevables

2010 2009
£'000 £'000
Gross investment in finance tease contracts, receivable
- no later than one year 3,027 4,951
- later than one year and no [ater than five years 5731 7,400
- {ater than five years 4,956 6,174
13,714 18,565
Unearned future finance income on finance lease contracts {2,160) (2,841)
Net investment in finance lease contracts 11,554 15,724
The net investment in finance fease contracts may be analysed as follows
2010 2009
£'000 £000
- no later than one year 2,552 4 337
- later than one year and no later than five years 4,557 5,857
- later than five years 4,445 5,430
11,554 15,724

The Company provides a range of finance lease options in connection with the financing of motor vehicles and

equipment The leases typically run for penods of between 3 and 20 years

Durning 2010 and 2009, no contingent rentals in respect of finance leases were recognised in the income statement

Further analysis of loans and advances to customers 1s provided in note 17
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Notes to the financial statements (continued)
For the year ended 30 September 2010

12. Property, plant and equipment

Total
£'000
Cost
At 1 October 2008 - previously reported 42 285
Pnor penod adjustment (see note 21) (2,218)
At 1 October 2008 - as restated 40,067
Transfer to inventones (10,026)
At 30 September 2009 30,041
Transfer to inventones (23,388)
At 30 September 2010 6,653
Accumulated depreciation
At 1 October 2008 - previously repcrted 12,512
Pnor penod adjustment (see note 21) (709)
At 1 October 2008 - as restated 11,803
Charge for the year 7,391
Transfer to Inventories (5,299)
At 30 September 2009 13,895
Charge for the year 4613
Transfer to inventones (14,280)
At 30 September 2010 4,228
Balance sheet amount at 30 September 2010 2,425
Balance sheet amount at 30 September 2009 16,146
Property, plant and equipment represent assets leased to customers under operating leases
At 30 September the future minimum rentals receivable under non cancellable operating leases were as follows
2010 2009
£'000 £000
Recewable within 1 year 893 5,855
Receivable between 1 1o 5 years 4 961
897 6,816

The Company’s operating leases are typically for terms of 1 to 5 years
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14.

18

Deferred tax

The movement in the deferred tax asset i1s as follows

2010 2009
£'000 £'000
At 1 October 3,106 (3,049)
{Charge)/credit for the year (see note 9) (2,858) 5,949
248 2,900

Amount credited to equity
- cash flow hedges 50 206
At 30 September 298 3,106

The deferred tax {(charge)/credit in the income statement compnses the following temporary differences

2010 2009

£'000 £'000

Accelerated capital allowances (2,858} 5,949
Deferred tax assets comprise 2010 2009
£'000 £'000

Accelerated capital allowances 79 2,937
Cash flow hedges 219 169
298 3,108

With effect from 1 Apnl 2011 profits are charged to corporation tax at the rate of 27% Accordingly deferred tax has been
provided at 27%

Within the deferred tax asset at 30 September 2010 are amounts of approximately £mil (2009 £854,000) that are
expected to be realised in less than twelve months after the balance sheet date

The deferred tax asset has been recognised on the basis that tax losses ansing in the future will be surrendered as group
relief which will be paid for by the recipient company

A number of changes to the UK Corporation tax system were announced in the June 2010 Budget Statement Finance
(No 2) Act 2010, which was substantively enacted on 20 July 2010, proposed a reduction to the maimn rate of corperation
tax from 28% to 27% Accordingly the deferred tax asset has been recognised at 27% Further reductions to the mam
rate are proposed to reduce the rate by 1% per annum to 24% by 1 Apnl 2014 These changes had not been
substantively enacted at the balance sheet date and, therefore, are not included in these financial statements

The proposed further reductions in the rate of corporation tax by 1% per annum to 24% by 1 Apnil 2014 are expected to
be enacted separately each year starting n 2011 The effect of these further changes upon the Company's deferred tax
balances and leasing business cannot be rehably quantified at this stage

Borrowed funds

2010 2009
£000 £'000
Amounts due to group undertakings (see note 16) 13,335 30,366

Amounts due to group undertakings are unsecured and repayable on demand, although there 1s no expectation that such
a demand would be made Amounts due to United Dominions Trust Limited are interest bearing based on historic market
swap rates and Lloyds TSB Bank plc at vanable rates based on LIBOR All other amounts are non-iterest bearing
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15

16.

Share capital

2010 2009
£000 £'000
Allotted, 1ssued and fully paid
6,500,100 ordinary shares of £1 each 6,500 6,500

At 30 September 2010, the authonsed share capital of the Cempany was £6,500,100 divided into 6,500,100 ordinary
shares of £1 each

The immedsate parent company 1s Black Horse Finance Holdings Limited (incorporated in England and Wales) The
company regarded by the directors as the ullimate parent company is Lloyds Banking Group plc (incorporated in
Scotland), which 15 also the parent undertaking of the largest group of undertakings for which group accounts are drawn
up and of which the Company 1s a member Lloyds TSE 8ank plc 1s the parent undertaking of the smallest such group of
undertakings Copies of the accounts of both companies may be abtained from Group Secretanat, Lioyds Banking Group
plc, 25 Gresham Street, London, EC2V 7HN

Related party transactions

The Company 1s controlled by Black Horse Finance Holdings Limited A number of transactions are entered mto with
related parties in the normal course of business These include loan and fee transactions A summary of the outstanding
balances at the year end and the related expenses for the year are set out below

2010 2009
£'000 £'000
Amounts due from group undertakings
Lloyds UDT Limited 7,497 5,046
Lloyds TSB Leasing Limited 18 18
Total amounts due from group undertakings (see note 10) 7,515 5,064
Amounts due to group undertakings
United Dominions Trust Limited 5,475 19,541
Lloyds TSB Bank plc 7,654 10,321
Black Horse Limited 206 504
Total amounts due to group undertakings (see note 14) 13,335 30,366
Denivative financial instruments
Lloyds TSB Bank plc (see note 17 7) 809 605
Interest expenses
United Dominions Trust Limited 550 1,244
Lloyds TSB Bank pic 393 488
Lioyds UDT Limited 135 289
Total interest expenses (see note 4) 1,078 2,021
Management fees
Black Horse Limited 245 372
Lloyds TSB Leasing Limited - 62
Total management fees (see note 6) 245 434
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16,

17.

171

20

Related party transactions {continued)

Key management personnel

Key management personnel are those persons hawving authonty and responsibility for planning and controling the
activities of the Company Accordingly, key management comprise the directors of the Company and the members of the
Lloyds Banking Group plc board There were no transactions between the Company and key management personnel

duning the current or preceding year Key management personne! are employed by other companmies within the Licyds
Banking Group and consider that their services to the Company are incidental to their other actvities within the Group

Financial risk management

A descrphion of the nature and mitigation of key nisks facing the Company 1s provided in note 2 A description of the
financial assets/habilities and associated accounting 1s provided in note 1

Credit nsk

Credit concentration - trade receivables

The Company provides operaling lease arrangements to customers geographically located in the United Kingdom The
maximum exposure to trade receivables at the year end 1s £9,000 (2009 £442,000), all of which are past due up to 30
days Past due 1s defined as failure to make a payment when it falls due No trade recevables are considered to be
impaired (2009 £ml)

Credit concentration - loans and advances to customers

The Company lends predominantly to wholesale customers (being motor traders and corporate customers)
geographically located in the United Kingdom

Loans and advances to customers — maximum exposure

2010 2009

£'000 £'000
Nerther past due nor impaired 11,326 15,649
Past due but not impared 211 34
Imparred 17 41
Maximum exposure — loans and advances 11,554 15,724
Loans and advances to customers which are neither past due nor impaired

2010 2009

£'000 £'000
Good qualty 2,528 3,747
Satisfactory qualty 3,118 5,610
Lower quality 5,678 528
Below standard, but not mpaired 2 5,764
Total 11,326 15,649

In general, good quality lending compnises those balances with a lower probability to default rating assigned and the
rating progressively increases for each category exhibiting a progressively higher probability to default
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17.

171

17 2

Financial risk management (continued)
Credit risk {continued)

Loans and advances to customers which are past due but not impaired

2010 2009

£'000 £'000
Past due up to 30 days 12 4
Past due from 30-60 days 113 -
Past due from 60-180 days 86 -
Total 211 34
Past due 1s defined as falure to make a payment when it falls due
Allowance for loans and advances to customers which are impaired

2010 2009

Total Total

£'000 £'000
Brought forward at 1 October 20 9
Advances written off (56)
Charge for year (including recoveries) 40 1
Recoveries of prior advances written off - 10
At 30 September 4 20

The cntenia used to determine that there 1s cbjective evidence of an impairment 1s disclosed 1n note 16 All loans and
advances to customers are individually assessed for impairment

Renegotiated loans and advances to customers

Dunng the year the Company did not renegotiate any loans and advances to customers which would otherwise have
been past due or impaired (2009 £nil}

Repossessed collateral

Collateral held aganst loans and advances to custemers I1s principally comprised of motor vehicles and other plant and
machinery The Company does not take physical possession of any collateral, instead it uses agents to realse the
collateral's value as soon as practicable, usually at auction, to settle indebtedness Any surplus funds are then returned to
the borrower or are octherwise dealt with in accordance with appropriate insolvency regulations

Due to the nature and volume of the assets held as collateral it 1s impracticable to estimate the fair value of collateral held
at the year end n respect of loans and advances to customers

Dunng the year the Company repossessed collateral in respect of defaulted debt with a value of £ril {2009 £nil)
Liguidity risk
The Company I1s funded entirely by companies withun the Lloyds Banking Group Such funding 1s repayable on demand,

although there 1s no expectation that such a demand would be made With the exception of denvative financial
instruments (see ncte 17 7), all other financial liabihties are repayable on demand
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22

Financial risk management (continued)
Interest rate risk

Interest rate nsk 1s managed at a dvisional level As the Company 1s exposed to interest rate fluctuations a sensitivity
analysis has been prepared to lllustrate the impact of a change in the rates

Interest rate nsk - Sensitivity analysis

The senstivity analysis Is based on the Company’s amounts due to group undertakings and takes account of mavement
in the market swap rates which 15 the basis for the interest rate on intercompany balances A 0 7% increase or decrease
15 used to assess the possible change in interest rates

If market swap rates increased by 0 7% and all other vanables remain constant this would increase interest expense by
£83,000 (2009 £165,000) and accordingly decrease Interesl expense by £83,000 (2009 £165,000) if swap rates
decreased by the same amount

Market risk

The Company believes it 1s not subject to market nsk exposure as all residual values of amounts owed under finance
lease agreements are guaranteed under the terms of the associated agreements

Financial strategy

The Company's activities are principally related to the use of financial instruments However, the Company does not
trade Iin financial instruments

Fair values of financial assets and liabilities

The fair value of a financial Instrument I1s the amount at which the instrument could be exchanged in a current transaction
between willing parties, other than in a forced or hquidation sale

Fair values of loans and advances to customers are estimated by discounting anticipated cash flows (including nterest at
contractual rates) at market rates for similar loans prevailing at the balance sheet date

The aggregated far value of loans and advances 1o customers i1s approximately £12,354,000 (2009 £16,309,000)
Denwvative financial instrurments are carried at fair value (see note 17 7) The carrying value of all other financial assets
and habilittes 1s considered an approximation of farr value

Denvative financial instruments

The pnincipal derivatives used by the Company are interest rate swaps to hedge against fluctuations in interest rates An
interest rate swap 1s an agreement between two parties to exchange fixed and floating rate payments, based upon
interest rates defined in the contract

Under interest rate swap contracts, the Company agrees to exchange the difference between fixed and vanable rate
interest amounts calculated on agreed notional prnincipal amounts  Such contracts enable the Company to mitigate the
nsk of changing interest rates on the borrowings utiised to fund existing finance lease agreements

The fair value of mterest rate swaps at the reporting date i1s determined by discounting the future cash flows using the

curves at the reporting dale and 1s disclosed below The average interest rate 1s calculated using a weighted average
methodology

1 T Leasing Limnted




Notes to the financial statements (continued)
For the year ended 30 September 2010

17.

177

18

19

20.

23

Financial risk management {continued)
Derivative financial instruments (continued)
The following {able details the notional pnncipal amount and remaining terms of interest rate swap contracts outstanding

as at the reporting date The table has been drawn up based on the undiscounted net cash inflows and outflows on
dernvative instruments that settle on a net basis

Average contract fixed Notional principal Fair value
interest rate value

2010 2009 2010 2009 2010 2009
% % £'000 £'000 £'000 £'000

Less than 1 year 4927 4918 996 1,126 111 81
1to 2 years 4948 4 927 874 9596 97 72
2 to S years 4 951 4 949 2,463 2573 275 186
5 years + 4 926 4932 2,928 3,691 326 266
7,261 8,386 809 605

All interest rate swap contracts exchanging fioating rate interest amounts for fixed rate interest amounts are designated
as cash flow hedges {o reduce the Group’s cash flow exposure resulting from vanable interest rates on borrowmngs The
nterest rate swaps and the interest payments on the loan occur simultaneously and the amount accumulated in equity 1s
reclassified to profit or loss over the penod that the floating rate interest payments on debt affect profit or loss

The increase in the far value hability, net of tax, of £155,000 {2009 £531,000) has been recognised Iin the statement of
comprehensive income

In 2010, all hedged cash flows are expected to occur 50 there 1s no ineffectiveness recognised In the income statement
(2009 £nil) Due to the contractual arrangements in place between the Company and its customers, the Company does
not have any exposure to future losses should a customer settle a loan before its contractual term

Fair value hierarchy

The interest swap agreements entered into by the Company are carried at fair value These valuations are based on

inputs other than quoted prices in active markets for identical assets or liabilities that are observable for the asset or
liability, ether directly or indirectly, and are considered to be level 2 i1n the far value hierarchy defined under IFRS 7

Capital disclosures

The Company's objectives when managing capital are to safeguard the entity's ability to continue as a going concern,
provide an adequate return to its shareholders through pricing products and services commensurately with the level of
nsk and, indirectly, to support the Group’s regulatory capital requirements

The Company’s parent manages the Company’s capital structure and adwises the board of directors to consider making
adjustments to it in the hght of changes in econemic conditions and the risk charactenstics of the underlying assets In
order to mantain or adjust the capital structure, the board of directors may adjust the amount of dwvidends to be pad to
shareholders, return capital to shareholders, 1ssue new shares, or sell assets

The Company's capital comprises all components of equity, movements (n which appear in the statement of changes n

equity The Company recewves its funding requirements from its fellow group undertakings and does not raise funding
externally

Contingent liabilities and commitments
There were no contingencies or contracted capital commitments at the balance sheet date (2009 £mil)
Post balance sheet events

There are no post balance sheet events requiring disclosure in these financial statements
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Reclassification of comparatives

The fol

lowing items have been restated in the 2009 comparatives as required by the retrospective application of the

amendment to IAS 16 'Property, plant and equipment’, adopted on 1 October 2008 Details of amounts and account items
affected are provided below

Previously
Restated Adjustment reported
£'000 £000 £'000
Income statement
Other operating mcome (a) 12,551 3,507 9,044
Other operating expenses (a) (11,512) {3,507) {8,005)
Balance sheet
At 1 October 2008
Inventories {£) 1,509 1,509 -
Property, plant and equipment () 28,265 (1,509) 29,774
At 30 September 2009
Inventones {a) 2,650 2,650 -
Property, plant and equipment {a) 16,146 {2.650) 18,7596

(a)

(b}

Under the amendment to IAS 16 ‘Property, plant and equipment, the Company 15 required to transfer the
property, plant and equipment held for rental to inventones at thewr carrying amount when they cease to be rented
and become held for sale and to recognise the proceeds from the sale of such assets as revenue The 2009
comparatives have been reclassified as the change in accounting policy has been applied retrospectively

The amendment to IAS 16 'Property, plant and equipment’ has resulted in the gross up of Other operating income
and Other operating expenses by £3,507,000, being the separation of proceeds from the sale of ex leased assets
from the net book value of the associated assets The reclassifications have also resulted tn an amount of
£2,650,000 being transferred from property, plant and equipment to inventones representing the net book value of
operating lease assets held for sale at 30 September 2009

Under IAS 1 (revised) 'Presentation of financial statements’, the Company 1s required to include an additional
balance sheet as at the beginning of the comparative penod, 1e 1 October 2008, due to the retrospective
application of the amendment to IAS 16 A restated balance sheet as at 1 October 2008 has been presented in
the financial statements with an amount of £1.508,000 reclassified from property, plant and equipment to
inventones

The reclassifications have had £nil impact on the profit before or after tax, £nil impact on net assets and have increased
cash generated from operations by £3,507,000 and decreased cash generated from investing activities by £3,507,000
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22. Future developments

The following pronouncements will be relevant to the Company but were not effective at 30 September 2010 and have
not been applied in preparing these financial statements

Pronouncement Nature of change Effective date
Improvements to IFRSs Sets out miner amendments to IFRSs as part of Dealt with on a standard by
(1ssued May 2010) annual mprovements process standard basis but not earlier

than annual pertods beginning
on or after 1 July 2010

IAS 24 Related Party Disclosures Simplfies the defintion of a related party and  Annual periods beginring on or
provides a partial exemption from the disclasure  after 1 January 2011
requirements for government related entities

IFRS 9 Financial Instruments Simplifies the way entiies will classify financial Annual perods beginning on or
Ctassification and Measurement ' assets and reduces the number of classification  after 1 January 2013

categories to two, far value and amortised cost

The existing availlable-for-sale and held-to-matunty

categories have been elrminated Classiication

will be made on the basis of the objectives of

entity's business model for managing the assets

and the charactenstics of the contractual cash

flows

1 Atthe date of this report this pronouncement 1s awaiting EU endorsement

The full impact of these pronouncements s being assessed by the Company However, the imitial view 1s that none of
these pronouncements are expected to cause any material adjustments to the reported numbers in the financial
statements
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