ents
tors’ report and financial statem
Direc




BMI (No18) Limited
Directors’ report and financial statements
For the period ended 1 August 2011

INDEX

Directors’ report

Independent Auditors’ report
Income statement

Statement of comprehensive Income
Balance sheet

Statement of changes in equity

Cash flow statement

Notes to the financial statements

Registered number 2136044 1

Page

11-25



BMI (No18) Limited
Directors’ report
For the period ended 1 August 2011

The Directors present their annual report together with the audited financial statements of the Company for
the period ended T August 2011

Business review and principal activities

During the period the only deal in the Company matured and the Company ceased to trade on 1 August 2011
The Directors will consider new business opportunities as appropriate

Business performance

The results of the Company show a loss after tax of £450,000 (year ended 30 June 2011 £304,000) and a
profit before tax of £17,000 (year ended 30 June 2011 £138,000) for the period The Company has net assets
of £16,038,000 (as at 30 June 2011 £16,488,000) Net cash inflow from operating activities for the period was
£1,529,000 (year ended 30 fune 2011 £6,515,000)

Future outfook

The Directors will consider new business opportunities as appropnate.

Principal risks and uncertainties

The management of the business and the execution of the Company's strategy are subject to a number of
nsks These risks are more fully explained in note 13 of the financial statements

Operational risk

Operattonal risk 1s the risk of direct or indirect losses resulting from inadequate or failed internal processes or
systems, human factors or from external agents

Business risk

Business risk 1s the risk of adverse outcomes resulting from a weak competitive positton or from poor cheoice of
strategy, markets, products, activities or structures.

The Company 1s committed o the advanced management of operational and business risks, consistent with
the ultimate parent, Barclays PLC

Key performance indicators

The directors of Barclays PLC manage the group’s operations on a business cluster basis For this reason, the
Company's Directors belteve that analysis using key performance indicators for the Company 1s not necessary
or appropriate for an understanding of the development, performance or position of the business of the
Company The development, performance and position of the relevant business cluster, which includes the
Company, is discussed In the Barclays PLC annual report, which does not form part of this report,

Results and dividends

Dunng the period the Company made a loss after tax of £450,000 (year ended 30 June 2011 £304,000)

The Directors did not recommend the payment of an interim dividend during the period (year ended 30 June
2011 £nil} The Directors do not recommend the payment of a final dividend (year ended 30 June 2011. £nil)

Registered number. 2136044 2




BMI (No18) Limited
Directors’ report
For the period ended 1 August 2011 (continued)

Change 1n UK corporation tax rate

The main rate of corporation tax was reduced from 28% to 26% on 1 April 2017 and will reduce from 26% to
24% on 1 Apnil 2012 Further reductions are proposed to reduce the rate by 1% per annum to 22% on 1 April
2014, These reductions in rate are more fully explained in note 15 of the financial statements

Change of accounting reference date

The accounting reference date of the Company, which was previously 30 June, has been changed to 1 August
for commercial reasons These financial statements are prepared for the peried from 1 july 2011 to 1 August
2011  The prior period covers the year to 30 June 2011 and hence comparative amounts for the income
statement, changes in equity, cash flows and related notes are not comparable

Directors

The Directors of the Company, who served during the period and up to the date of signing the financial
statements, together with their dates of appointment and resignation, where appropriate, are as shown below.

] T Leather

T G Ridout

D | Rowberry
H A M. Watson

Since the year end M Akram was appointed as a director on 1 May 2012 and T G Ridout resigned as a Director
on 23 Martch 2012

Going concern

After reviewing the Company's performance projections, the available banking facilities and taking into account
the support available from Barclays Bank PLC, the directors are satisfied that the Company has adequate access
to resources to enable it to meet 1t's obligations and to continue in operational existence for the foreseeable
future For this reason, the directors have adopted the going concern basis in preparing these financial
statements

Statement of Directors’ responsibilities

The following statement, which should be read in conjunction with the Auditors’ report set out on pages 5 and
6, 1s made with a view to distinguishing for shareholders the respective responsibilities of the Directors and of
the Auditors in relation to the financial statements.

The Directors are required by the Companies Act 2006 to prepare financial statements for each financial year
which give a true and fair view of the state of affairs of the Company as at the end of the financial year and of
the profit or loss for the financial year The Directors have prepared the financial statements in accordance
with International Financial Reporting Standards (‘IFRS’) as published by the International Accounting
Standards Board They are also in accordance with IFRSs as adopted by the European Union

The Directors consider that in preparing the financial statements on pages 7 to 25

« the Company has used appropriate accounting policies, consistently applied and supported by reasonable
and prudent judgements and estimates;

+ that all the accounting standards which they consider to be applicable have been followed, and

« that the financial statements have been prepared on a going concern basis
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BMI (No18) Limited
Directors’ report
For the period ended 1 August 2011 (continued)

Statement of Directors’ responsibilities (continued)

The Directors have responsibility for ensuring that the Company keeps accounting records which disciose with
reasonable accuracy the financial position of the Company and which enable them to ensure the financal
statements comply with 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

Financial instruments

Barclays financial risk management objectives and policies and the exposure to credit nisk, iquidity risk and
market nisk are set out in note 13 ‘financial nisks’

Directors third party indemnity provisions

Qualifying third party indemnity provistons were n force during the course of the financial period ended 1
August 2011 for the benefit of the then Directors and, at the date of this report, are 1n force for the benefit of
the Directors in relation to certain losses and liabilities which may eccur (or have cccurred) in connection with
their duties, powers or office

Pillar 3 disclosures

In accordance with the rules of the Financial Services Authority, the Company's parent, Barclays Bank PLC has
published information on its risk management objectives and pohcies and on 1ts regulatory capital
requirements and resources This information 1s available at http //group.barclays com/Investor-
Relations/Financial-results-and-publications/Annual-Reports

Independent Auditors

PricewaterhouseCoopers LLP will continue to hold office in accordance with Section 487 of the Companies
Act 2006

Statement of disclosure of information to Auditors

So far as the Directors are aware, there 1s no relevant audit information of which the Company's Auditors are
unaware The Directors have taken all the steps that they ought to have taken as Directors in order to make
themselves aware of any relevant audit information and to establish that the Company's Auditors are aware of
that information

On behalf of the Board

s

M Akram
Director

Date 27 June 2012
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BMI (No18) Limited
Independent Auditors’ report
For the period ended 1 August 2011

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF BMI (No18} LIMITED

We have audited the financial statements of BMI (No18) Limited for the period ended 1 August 2011, which
comprise the Income statement, the 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 applied in their preparation is applicable law and International Financial Reporting Standards (‘IFRS’) as
adopted by the European Union

Respective responsibilities of Directors and Auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on pages 3 and 4, the Directors
are responsible for the preparation of the financial statements and for being satisfied that they give a true and
far view Qur responsibility 1s 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

This report, including the opinions, has been prepared for and only for the Company's members as a body In
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose We do not, in
giving these opinions, accept or assume responsibility for any other purpose or te any other person to whom
this report 15 shown or into whose hands it may come save where expressly agreed by our prior consent in
writing

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 crcumstances and have been consistently applied and adequately disclosed, the
reasonableness of sighificant accounting estimates made by the directors, and the overall presentation of the
financial statements

Opinion on financial statements

fn our opinion the financial statements:

* give a true and fair view of the state of the Company’s affairs as at T August 2011 and of ts loss and cash
flows for the period then ended,

+ have been properly prepared in accordance with IFRSs as adopted by the European Union, and
+ have been prepared in accordance wrth the requirements of the Companies Act 2006
Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial period for which the financial
statements are prepared Is consistent with the financial statements.
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BMI (No18) Lumited
Independent Auditors’ report
For the period ended 1 August 2011 (continued)

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF BMI (No18} LIMITED (continued)

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 our opinion

adequate accounting 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 with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or

we have not received ail the information and explanations we require for our audit

Z0

Nicholas Morrison (Senior Statutory Auditor)
For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

London

bate 7§ Sewp ZON

Registered number 2136044 6




BMI (Ne18) Limited
Income statement
For the period ended 1 August 2011

Notes Period ended Year ended 30

1 August June
2011 2011
£'000 £'000
Contmuing operations
Lease revenue 4 11 71
Interest income 6 6 67
Profit before tax 17 138
Tax 7 (467) (442)
Loss after tax (450) (304)

Loss after tax and total comprehensive expense for the period was £450,000 (year ended 30 June 2011.
£304,000) There were no items of other comprehensive expense

The accompanying notes form an integral part of the financial statements
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BMI (No18) Limited
Balance sheet
Asat 1 August 2011

Notes 1 August 30 june
2011 2011
£'000 £'000
ASSETS
Non-current assets
Deferred tax assets 11 33 363
Finance lease receivables 8 - -
Total non-current assets 33 363
Current assets
Finance lease receivables 8 - 1,334
Group relief receivable - -
Amount due from immediate parent undertaking 9 18,016 16,487
Total current assets 18,016 17,821
Total assets 18,049 18,184
LIABILITIES
Current liabilities
Croup relief payable (1,757) {(1,621)
Other payables 10 (254) (75)
Total current liabilities (2,011) {1,696)
Net current assets 16,005 16,125
Net assets 16,038 16,488
SHAREHOLDERS' EQUITY
Called up share capital 12 - -
Retained earnings {16,038) (16,488)
Total shareholders’ equity {16,038) (16,488)

The accompanying notes form an integral part of the financial statements

The financial statements were approved by the Board of Directors and authorised for i1ssue on 27 June 2012

and were signed on its behalf by

M . sy

M Akra

DIRECTOR
Date 27 June 2012
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BMI (No18) Limited
Statement of changes in equity
For the period ended 1 August 2011

Share Retained Total

capital earnings equity

£'000 £°000 £'000

Balance at 1 July 2011 - 16,488 16,488
Loss after tax and total comprehensive expenditure - {450) {450)

Balance at 1 August 2011 - 16,038 16,038

Share Retained Total

capttal earnings equity

£'000 £000 £°000

Balance at 1 July 2010 - 16,792 16,792
L.oss after tax and total comprehensive expenditure - (304) (304)

Balance at 30 June 2011 - 16,488 16,488

The accompanying notes form an integral part of the financial statements
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BMI (No18) Lirited
Cash flow statement
For the period ended 1 August 2011

Period ended  Year ended
1 August 30 june

2011 2011

£000 £'000
Continuing operations
Reconcihation of profit before tax to net cash flows from operating activities:
Profit before tax 17 138
Non-cash movement in finance leases 1,333 1,199
Interest income (6) (67)
Net increase/(decrease) in payables 179 (64)
Cash frem operating activities 1,523 1,206
Interest received 6 67
Croup relief received/ (paid) - 5,242
Net cash from operating activities 1,529 6,515
Net increase in cash and cash equivalents 1,529 6,515
Cash and cash equivalents at beginning of period/year 16,487 9,972
Cash and cash equivalents at end of period/year 18,016 16,487
Cash and cash equivalents comprise:
Amounts due from immediate parent undertakings 18,016 16,487
Cash and cash equivalents at end of period/year 18,016 16,487

The accompanying notes form an integral part of the financial statements
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BMI (No18) Limited
Notes to the financial statements
For the period ended 1 August 2011

1.

Reporting entity

These financial statements are prepared for BMI (No18) Limited (the ‘Company’), the principal activity of
which is the proviston of leasing to business customers The financial statements are prepared for the
Company only The Company 15 a wholly owned subsidiary of Barclays Mercantile Business Finance
Lirmited and its ultimate parent company 1s Barclays PLC Barclays PLC prepares consolidated financal
statements 1n accordance with International Financial Reporting Standards ('IFRS’)

The Company i1s a private lkmuted company, demiciled and incorporated in the Uruted Kingdom. The
address of the registered office of the Company 1s Churchill Plaza, Churchill Way, Basingstoke, Hampshire
RG21 7CP

Compliance with International Financial Reporting Standards

The financial statements have been prepared in accordance with IFRS, adopted for use m the European
Union, International Financial Reporting Interpretations Committee (‘IFRIC’) interpretations and with
those parts of the Companies Act 2006 applicable to comparues reporting under IFRS

Summary of significant accounting policies

The prinaipal accounting policies applied in the preparation of the financial statements are set out below.
These policies have been consistently applied

Basis of preparation

The financial statements have been prepared under the historical cost convention modified to include the
fair valuation of certain financial instruments to the extent required or permitted under 1AS 39, ‘Financial
Instruments Recognition and Measurement’ as set out in the relevant accounting pelictes They are
presented In thousands of pounds sterling, £'000, the currency of the country in which the Company 1s
incorporated

Critical accounting estimates

The preparation of financial statements in accordance with IFRS requires the use of certain critical
accounting estimates It also requires management to exercise Judgement 1n the process of applying the
accounting policies The notes to the financial statements set out areas mvolving a higher degree of
judgement or complexity, or areas where assumptions are significant to the financial statements such as
tax (note 7) and credit nsk (note 13)
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BMI (No18) Limited
Notes to the financial statements
For the period ended 1 August 2011 {continued)

3.

(a)

(b)

(c)

Summary of significant accounting policies (continued)
Interest

Interest income or expense 15 recogrused on all interest bearing financial assets classified as held to
maturity, available for sale or loans and recewvables and on interest bearing financial hiabilities using the
effective interest method

The effective interest rate is the rate that exactly discounts the expected future cash paymenis or receipts
through the expected life of the financial instrument, or when appropriate, a shorter period, to the net
carrying amount of the instrument. The application of the method has the effect of recognising income
(and expense} receivable (or payable) on the instrument evenly in proportion to the amount outstanding
over the period to maturity or repayment.

In calculating effective interest, the Company estimates cash flows {using projections based on its
experience of customers’ behaviour) considering all contractual terms of the financial instrument but
excluding future credit losses Fees, including those for early redemption, are included in the calculation
to the extent that they can be measured and are considered to be an integral part of the effective interest
rate Cash flows arising from the direct and incremental costs of i1ssuing financial instruments are also
taken into account in the calculation Where 1t 15 not possible to otherwise estimate reliably the cash
flows or the expected life of a financial instrument, effective interest is calculated by reference to the
payments or receipts specified in the contract, and the full contractual term.

Current and deferred income tax

Income tax payable on taxable profits (‘current tax’) i1s recognised as an expense in the pertod in which
the profits arise Income tax recoverable on tax allowable losses 1s recognised as an asset only to the
extent that it i1s regarded as recoverable by offset against current year or prior year taxable profits

Deferred income tax 1s provided in full, using the liabihty method, on temporary differences arising from
the differences between the tax bases of assets and habilities and therr carrying amounts in the
Company’s financial statements Deferred income tax 1s determined using tax rates and legislation
enacted or substantively enacted by the balance sheet date and that are expected to apply when the
deferred tax asset is realised or the deferred tax liability 1s settled

Deferred tax assets are recognised on deductible temporary differences, carry forward of unused tax
losses and unused tax credits to the extent that it Is regarded as probable that sufficient taxable profits
will be available against which the deductible temporary difference, unused tax losses and unused tax
credits can be utiised.

Deferred and current tax assets and habilities are only offset where there 1s both the legal right and the
intention to settle on a net basis or to realise the asset and settle the hability simultaneously with the
same tax authority

Financial assets and liabilities

The Company recognises financial instruments from the contract date, and continues to recognise them
until, in the case of assets, the rights to receive cash flows have expired or the Company has transferred
substantially all the risks and rewards of ownership, or in the case of habdities, until the liability has been
settled, extinguished or has expired

Financial assets are initsally recognised at fair value and then classified in the following categories and
dealt with in the financial statements as follows

Registered number. 2136044 12




BMI (No18) Limrted
Notes to the financial statements
For the period ended 1 August 2011 (continued)

3.

Summary of significant accounting policies (continued)

{c) Financial assets and liabilities (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market and which are not classified as available for sale They are included in
current assets, except for matunties greater than twelve months after the balance sheet date These are
classified as non-current assets Loans and receivables are stated at amortised cost using the effective
interest method (see 3 (a)). They are imibially recogmised at fair value including direct and incremental
transaction costs. They are subsequently valued at amortised cost, using the effective interest method
They are derecognised when the rights to receive cash flows have expired or the Company has transferred
substantially all the risks and rewards of ownership.

Financial liabilities

Financial liabilities are measured at amortised cost. Financial liabilities are derecognised when
extinguished. The Company's financial iabilities comprise trade and other payables and borrowings in the
balance sheet.

Determining fair value

Where the classification of a financial instrument requires 1t to be stated at fair value, this 1s determined by
reference to the quoted bid value 1n an active market wherever possible Where no such active market
exists for the particular asset, the Company uses a valuation technique to arnve at the fair value, including
the use of prices obtained in recent arms’ length transactions, discounted cash flow analysis, option pricing
models and other valuation techniques commonly used by market participants

Impairment of financial assets

The Company assesses at each balance sheet date whether there 1s objective evidence that a financial asset
or a portfolio of financial assets, including trade receivables, 1s impaired The factors that the Company
takes mto account include significant financial difficulties of the debtor or the 1ssuer, a breach of contract
or default in payments, the granting by the Company of a concession to the debtor because of a
deterioration 1n its financial condition, the probability that the debtor will enter into bankruptcy or other
financial reorganisation, or, in the disappearance of an active market for a security because of the 1ssuer’s
financial difficulties

The Company also considers observable data indicating that there is a measurable decrease in the
estimated future cash flows from a portfolio of assets since the initial recogmition of those assets, although
the decrease cannot yet be identified with the individual financial assets in the portfolio, arising from
adverse changes 1n the payment status of borrowers in the portfolo and national or local economic
conditions that correlate with defaults on assets in the portfolio

The Company first assesses whether objective evidence of impairment exists individually for individually
significant financial assets and then collectively assesses remaining financial assets that are not individualty
significant  In addition, portfolios of financial assets with similar credit nsk charactenstics are also
collectively assessed

Impairment allowances are calculated, based on the difference between the carrying amount of the asset
and its estimated recoverable amount, calculated by reference to the expected cash flows from it
discounted at the original effective interest rate for the asset
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BMI (No18) Limited
Notes to the financial statements
For the period ended 1 August 2011 {continued)

3.

(c}

(d)

(e)

U

Summary of significant accounting policies (continued)
Financial assets and liabilities {continued)
Netting

Financial assets and liabilities are offset and the net amount reported in the balance sheet if, and only if,
there 1s a legally enforceable night to set off the recognised amounts and there 1s an intention to settle on a
net basis, or to realise an asset and settle the liability simultaneously

Leases

Assets leased to customers under agreements, which transfer substantially all the risks and rewards of
ownership, with or without ultimate legal title, are classified as finance leases. When assets are held
subject to a finance lease, the present value of the lease payments, discounted at the rate of interest
imphcit in the lease, 1s recognised as a receivable The difference between the total payments recewvable
under the lease and the present value of the recervable 1s recogrised as unearned finance income, which is
allocated to accounting periods under the pre-tax net investment method to reflect a constant periodic
rate of return Where there i1s a change in the lease cash flow assumptions, for example as a result of a
change in the corporation tax rate, the resultant change in the current period lease receivable balance 1s
recogrused in the current period income statement within lease revenue.

Renewal rental income earned on the secondary rental period is recognised as lease revenue on a
recervable basis

Termination profits and/or losses, If they arise, are included tn lease revenue
Cash and cash equivalents

For the purposes of the cash flow statement, cash amounts comprise amounts due from/owed to the
immediate parent undertaking as these amounts are payable on demand

Borrowing costs

The Company does not capitalise borrowing costs
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BMI (No18) Limited
Notes to the financial statements
For the period ended 1 August 2011 (continued)

3.

Summary of significant accounting policies (continued)
Future accounting developments

IFRS 9 Financial Instruments contains new requirements for accounting for financial assets and habilities,
which wall also include new requirements for impawment and hedge accounting once the current round of
consultation concludes {currently expected early 2012}, replacing the corresponding requirements n 1AS
39 Financial Instruments Recognition and Measurement

Adoption is not, at present, mandatory until accounting periods beginning on or after 1st January 2013,
with the propesa!l to move mandatory application to 1 January 2015 Earler adoption will be possible
upon endorsement by the EU, although no date has currently been set for this None of the key changes
1ssued or those proposed are anticipated to have a significant impact on the performance reporting of the
Company

The International Accounting Standards Board 1s also undertaking a comprehensive review of other IFRS,
including the accounting for leases. It 1s currently proposed that the majority of leases will be accounted
for as finance leases by the lessor The effect of this 1s not considered to be significant.

In addrtion to the above the 1ASB also i1ssued six new or amended IFRS in May 2011, each with an effective
date of 1 January 2013 Other than amendments to disclosures required in the financial statements the
effect of these standards on the Company i1s not considered to be significant.

Lease revenue

Lease revenue represents income from agreements entered into relating to leased assets, instalment
credit, and other financial facilities Income s calculated 1n accordance with note 3(d)

Lease revenue 1s arrived at after taking into account

Period ended Year ended

1 August 30 lune

2011 2011

£000 £'000

Repricing adjustment (note 15) - (11)

Administrative expense

The Company has no full time employees (year ended 30 June 2011 none) Administrative expenses of
the Company, are borne by Barclays Mercantile Business Finance Limited, this Company's parent
undertaking and relevant employee remuneration i1s disclosed in that company’s financial statements
Audit fees of £4,000 (year ended 30 june 2011. £6,000) are borne by Barclays Bank PLC

The Directors did not recerve any remuneration from the Company and no contributions were made, by
the Company, under defined benefit or defined contribution pension schemes, on their behalf (year ended
30 June 2011 £nil) The services of the Directors are considered to be insignificant in relation to their
overall management responsibility relating to the Barclays Mercantile Business Finance group
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BMI (No18) Limited

Notes to the financial statements

For the period ended 1 August 2011 (continued)
6. Interestincome

Interest income comprises the following

Period
ended Year ended
1 August 30 June
2011 2011
£'000 £'000
Interest income
Immediate parent undertaking 6 67
Total interest income 6 67
7. Tax
The analysis of the charge for the period 1s as follows
Period
ended  Year ended
1 August 30 June
2011 2011
£000 £'000
Current tax;
Current year charge (23) (355)
Adjustment for prior years (114) (46)
Deferred tax: (note 11)
Current year charge (330) (41)
Total charge (467) (442)

The effective rate of tax 1s 2,747% (year ended 30 june 2011 320%). The increase in the rate from last
year 15 primarily due to the movement on assets not qualifying for tax relief and a prior year adjustment
to the current tax charge

A numerical reconcibiation of the applicable tax rate and the average effective tax rate is as foliows:

Period ended Year ended

T August 30 June
2011 2011
£'000 £'000
Profit before tax 17 138
Tax charge at standard UK corporation tax rate of 26% (year ended 30
June 2011: 27 5%) (4) (38)
Prior year adjustment (114) (47)
Depreciation on assets non-qualifying for tax relief {(347) (329)
Change in rate at which deferred tax will reverse (2) (28)
Overall tax charge (467) (442)
Effective tax rate % 2,747% 320%
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BMI (No18) Limited
Notes to the financial statements
For the period ended 1 August 2011 (continued)

8. Finance lease receivables

The Company is a lessor under finance leases, providing asset financing for its customers. An analysis of
the impact of these transactions on the Company's balance sheet and income statement s as follows

An analysis of finance lease receivables is as follows:

1 August 30 June
2011 2011

Gross  Future Net Cross  Future Net

investmentin finance investment investmentin finance investment

finance lease income in finance financelease ncome in finance

recelvables lease recervables lease

receivables receivables

£'000 £'000 £'000 £000 £000 £000

Not more than one year - - - 1,347 (13) 1,334
Over one year but not

more than two years - - - - - -
Total after more than

one year - - - - - -

Total - - - 1,347 (13) 1,334

During the period finance lease recervables with a net book value of £nit (30 June 2011. £rul) matured

An analysis of the fair value of the Company’s finance lease receivables and the valuation methodology

apphed is detailed in note 14

The credit and interest rate risk inherent in these leases s detailed (n note 13

9. Amounts due from immediate parent undertaking

The amounts due from the immediate parent company have no fixed maturity date and are unsecured,

bearing interest at rates varying throughout the year based on prevailing market interest rates

10. Other payables

Other payables have no fixed matunity date, are unsecured and are non-interest bearing. Their fair value

1s disclosed in note 14

Registered number. 2136044
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BMI (No18) Limited

Nates to the financial statements

For the period ended 1 August 2011 {continued)
11. Deferred tax

The components of and the movement on the deferred income tax account during the period was as

follows

Accelerated tax  Fair value of Total
depreciation derivatives
and rental
apportionment
£000 £'000 £000
Assels
At 1 July 2011 320 43 363
Income statement charge (320) (10) (330)
At 1 August 2011 - 33 33
Assets - 33 33
At 1 August 2011 - 33 33
Accelerated tax  Fair value of Total
depreciation derivatives
and rental
apportionment
£000 £000 £000
Assets
At 1 uly 2010 348 56 404
Income statement charge (28) (13) {41)
At 30 June 2011 320 43 363
Assets 320 43 363
At 30 June 2011 320 43 363

Deferred income taxes are provided in full on temporary differences under the liability method using a

principal tax rate of 25% (year ended 30 june 2011 26%)

The amount of deferred tax asset expected to be recovered after more than 12 months 1s £25,000 (year

ended 30 June 20711 £35,000)

Registered humber- 2136044
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BMI (No18) Limited
Notes to the financial statements
For the period ended 1 August 2011 (continued)

12,

13.

Share capital

Particulars of the Company's share capital were as follows

1 August 30 June
2011 2011
£ £
Ordinary shares of £1 each 100 100

Ordinary shares of $1 each - -

The authorised share capital of the Company Is £350,000,000 comprising of 350,000,000 ordinary shares
of £1 each and US$500,000,000 comprising 500,000,000 ordinary shares of US $1 each The issued and
fully paid up share capital consists of one hundred £1 ordinary shares

Financial risks

The Company's activities expose it to a variety of financial risks. These are credit nisk, iquidity nsk and
market risk (including interest rate risk} Consequently, the Company devotes considerable resources to
maintaining effective controls to manage, measure and mitigate each of these risks, and regularly reviews
its risk management procedures and systems to ensure that they continue to meet the needs of the
business

The Board of Directors monitors the Company's financial risks and has responsibility for ensuring effective
risk management and control

Credit risk

Credit risk 1s the risk that the Company’s customers or counterparties will not be able or willing to pay
interest, repay capital or otherwise to fulfil their contractual obligations in relation to the Company’s
financial assets

The Company uses statistical modelling technigues in its credit rating system These systems assist the
Company n credit decisions on new commitments and in managing the portfolio of existing exposures
They enable the application of consistent risk measurement across all credit exposures The key building
blocks In the measurement system are the probability of customer default (‘PD’) (expressed through an
internal risk rating), exposure at default (‘EAD') and severity of loss-given-default (‘'L.GD’)

The Company assesses the credit quality and assigns an mternal nsk rating to all borrowers and other
counterparties. Each internal rating corresponds to the statistical probability of a customer in that rating
class defaulting within the next 12 month period Exposure at default represents the expected level of
utilisation of the credit faciity when default occurs At default the customer may not have drawn the
loan/lease fully or may have already paid some of the principal, so that exposure is typically less than the
approved loan imit. When a customer defaults, much of the outstanding loan/lease is usually recovered
The part that 1s not recovered, the actual loss, 1s the LGD. The three components above, PD, EAD, and
LGD, are used to calculate the expected loss

Credit exposures are actively managed, where weaknesses are detected action 1s taken to mitigate the
risks These include steps to reduce the amounts outstanding or the sale of assets In addition, to
mitigate the risk, security may be taken for funds advanced.
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BMI (No18) Limited
Notes to the financial statements
For the period ended 1 August 2011 (continued)

13. Financial risks (continued)
Credit risk (continued)

The Company's principal financial assets are amounts due from the intermediate parent undertaking and
finance lease recetvables

In the prior year, in respect of finance lease receivables, the Company mitigated this credit risk by
obtaining guarantees from third parties which enabled the Company to claim settlement in the event of
default. The Company did not hold any collateral as security as at 1 August 2011 in respect of finance
lease receivables

In addition, the Company has the financial support of Barclays Bank PLC
Maximum exposure to credif risk
Whilst the Company’s maximum exposure to credit risk is the carrying value of the assets, the likely

exposure 1s far less due to the collateral and credit nsk mitigants described in the section above. The
analysis presented below shows the financial effects of these mitigants

Total Total

Exposure collateral and

other

Asat 1 August 2011 enhancements
£'000 £000

Amounts due from immediate parent undertaking 18,016 -
Total maximum exposure at T August 18,016 -
Total Total

Exposure  collateral and

other

As at 30 June 2011 enhancements
£'000 £000

Amounts due from immediate parent undertaking 16,487 -
Finance lease receivables 1,334 1,334
Total maximum exposure at 30 June 17,821 1,334
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BMI (No18) Limited

Notes to the financial statements

For the period ended 1 August 2011 (continued)
13. Financial risks (continued)

Credit risk (continued)

Financial assets subject to credit risk

For the purposes of the Company’s disclosures regarding credit quality, financial assets subject to credit

risk have been analysed as follows

1 August
2011
Amounts due from Finance Total
immediate parent lease
receivables
Note £'000 £'000 £'000
As at 1 August
Neither past due nor impaired (a) 18,016 - 18,016
Total carrying amount 18,016 - 18,016
30 June
2011
Amounts due from Finance Total
immediate parent lease
receivables
Note £'000 £000 £000
As at 30 June
Neither past due nor impaired (a) 16,487 1,334 17,821
Total carrying amount 16,487 1,334 17,821

{a) Financial assets neither past due nor impaired

Financial assets nerther past due nor impaired can be analysed according to the rating systems used by
the Company when assessing customers and counterparties, The credit qualty of financial assets subject
to credit that were neither past due nor impaired, based on credrt rating, was as follows

1 August 2011 Strong

£'000

Amounts due from immediate parent 18,106
Finance lease recervables -
Total financial assets subject to credit risk neither past due nor impaired 18,016
30 lune 2011 Strong

£000

Amounts due from immediate parent 16,487
Finance lease receivables 1,334
Total financial assets subject to credit risk neither past due nor impaired 17,821

Strong indicates there 15 a very high hkelihood of the asset being recovered in full.
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BMI (No18) Limited
Notes to the financial statements
For the period ended 1 August 2011 (continued)

13. Financial risks (continued)
Market risk

Market risk 1s the nisk that the Company’s earnings or caprtal, or its ability to meet business objectives will
be adversely affected by changes in the level or volatihty of market rates or prices such as interest rates
and foreign exchange rates. The Company I1s not exposed to changes in equity prices or foreign exchange
rates

Interest rate risk

Interest rate risk is the nisk that changes in interest rates will result in higher financing costs and/or
reduced mcome from the Company’s interest bearing financial assets and liabilitres.

The Company primarily lends at a variable rate and finances it with floating rate debt with the parent
company.

At 1 August 2011, if interest rates for the year had been 25 basis points lower with all other varrables
being constant, there would have been an msignificant decrease in the profit before tax (year ended 30
lune 2011 £44,000), ansing as a result of lower interest payable on the balances owing by the parent
company The resulting net profit before tax in the period ended 1 August 2011 would have been
unchanged (year ended 30 June 2011 £94,000)

Similarly, as there was no cap on the variable interest rate, had interest rates for the year been 25 basis
points higher, the profit would have increased by an insignificant amount (year ended 30 June 2011:
£44,000) giving an unchanged net profit before tax in the period of £17,000 (year ended 30 June 2011.
£182,000)

Liquidity risk

Liquidity risk 1s the nisk that the Company's cash and committed facilities may be insuffictent to meet 1ts
payment obligations as they fall due The Company has the financial support of 1ts parent, Barclays Bank
PLC, that s designed to ensure the Company has sufficient available funds for operations and planned
expansion

Contractual maturity of financial assets and financial liabilities

The table below presents the undiscounted cash flows receivable/payable by the Company under financal
assets/habilittes by remaining contractual maturities at the balance sheet date

As all financial habilities are either on demand or are short-term n nature, the amounts disclosed 1n the

table for financial habiities represent both the contractual discounted and undiscounted cash flows (1 e
nominal values)

Registered number. 2136044 22




BMI {(No18) Limited
Notes to the financial statements

For the period ended 1 August 2011 {continued)

13. Financial risks {continued)

Liquidity risk (continued)

Contractual matunty of financial assets and financial habilities (continued)

Total
On <1 1-5 >5 1 August
demand year years years 2011
£'000 £'000 £'000 £'000 £'000
Assets
Amounts due from immediate parent 18,016 - - - 18,016
Total 18,016 - - - 18,016
Ligbilities
Other payables - - - - -
Total - - - - -
Contractual maturity gap 18,016 - - -
Cumulative contractual maturity gap 18,016 18,016 18,016 18,016
Total
On <1 1-5 =5 30 June
demand year years years 2011
£'000 £'000 £'000 £000 £000
Assets
Finance lease recewvables - 1,334 - - 1,334
Amounts due from immediate parent 16,487 - - - 16,487
Total 16,487 1,334 - - 17,821
Liabilities
Other payables (75) - - (75)
Total {75) - - (75)
Contractual maturity gap 16,487 1,259 - -
Cumulative contractual matunty gap 16,487 17,746 17,746 17,746

14, Fair value of financial instruments

The fair value of a financial instrument 1s the amount for which an asset could be exchanged, or a habdity
For finance lease
receivables and amounts due to immediate parent undertaking, the carrying amount 15 a reasonable

settled, n an arms-length transaction between knowledgeable willing parties

approximation of fair value.

For all other financial assets and habilities the fair value approximates carrying value due to the short-
term nature of these financial assets and habtlities.
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BMI (No18) Limited
Notes to the financial statements
For the period ended 1 August 2011 (continued)

15.

16.

Change in UK corporation tax rate

A number of changes to the UK Corporation tax system were announced in the June 2010 Budget
Statement.

The March 2011 Budget Statermnent included an amendment to The Finance (No 2) Act 2010 reducing the
main rate of corporation tax from 28% to 26% from 1 April 2011 A further reduction to the main rate to
25% on 1 April 2012 was substantively enacted on 5 July 2011 As these changes in rate were
substantively enacted prior to 1 August 2011, they have been reflected 1n these financial statements The
effect of these changes on these financial statements was a reductton in the deferred tax asset provided at
1 August 2011 of £1,000 and a reduction in the finance lease receivable and current year lease revenue of
Enil

The March 2012 Budget Statement included an amendment reducing the main rate of corporation tax
from 26% to 24% from 1 Apnl 2012 Further reductions are proposed to reduce the rate by 1% per
annum to 22% on 1 April 2014 The amendment from 25% to 24% and subsequent changes to the main
rate had not been substantively enacted at the balance sheet date and, therefore, are not included In
these financial statements. The overall estimated effect of a change in corperation tax rate from 25% to
22%, if applied at 1 August 2011, with consideration of the expected effective date of each reduction and
expected movement in temporary differences would be to reduce the deferred tax asset at 1 August 2011
by approximately £3,000 and would have reduced the finance lease receivables balance by approximately
£nil

Related party transactions

Parties are considered to be related if one party has the ability to contrel the other party or exercise
significant influence over the party in making financial or operational decisions, or one other party
controls both

The definition of related parties includes parent company, ultimate parent company, subsidiary,
associated and joint venture companies, as well as the Company’s key management which includes i1ts
Directors The Company, which 1s a wholly owned subsidiary and 1s consolidated within the financal
statements of Barclays PLC (see note 18), has disclosed transactions with related parties which are
members of the Barclays Group in notes 5, 6, 7and 9
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BMI (No18) Limited
Notes to the financial statements
For the period ended 1 August 2011 (continued)

17. Capital management
The Company's objective when managing capital is to safeguard the Company’s ability to continue as a
going concern The Board of Directors is responsible for capital management and has approved minimum
control requirements for capital and hquidity risk management. The Company regards as capital its
equity, as shown in the balance sheet

Total capital 1s as follows

1 August 30 June
2011 2011
£'000 £'000
Called up share capital - -
Retained earnings (16,038) (16,488)
Total capital resources (16,038) (16,488)

In order to maintain or adjust the capital structure, the Company may limit the payment of dividends to
shareholders, return capital to shareholders or issue new shares

The Board of Directors is responsible for capital management and has approved munimum control
requirements for capital and hquidity nsk management The Company regards as capital its equity, as
shown in the balance sheet.

18. Parent undertaking and ultimate holding company
Barclays Mercantile Business Finance Limited 1s the immediate parent undertaking of the Company
The parent undertaking of the smallest group that presents group accounts 1s Barclays Bank PLC. The
ultimate holding company and the parent company of the largest group that presents group accounts i1s
Barclays PLC. Both companies are incorporated in the Umited Kingdom and registered in England.

Barclays Bank PLC's and Barclays PLC’s statutory accounts are avaiable from Barclays Corporate
Secretaniat, 1 Churchill Piace, London E14 SHP
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