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LLOYDS TSB COMMERCIAL FINANCE LIMITED

Directors’ report
For the year ended 31 December 2010

The directors present their report and audited financial statements for the year ended 31 December 2010
Business review and principal activities

Lloyds TSB Commercial Finance Limited (“the Company™ i1s a imited company incorporated and domiciled in England
and Wales

The principal activity of the Company s, and will continue to be, the prowision of asset based lending which includes
recevables finance and hire purchase of plant and equipment Business 1s carried out pnmarnly in the United Kingdom
although it does have clients in other Eurcpean locations Its German clients are now serviced from the United Kingdom
following the closure of the German branch in 2010 The company also continues to play a pioneenng role in developing
the syndication market in the United Kingdem and leading and participating in a number of syndicated deals As at 31
December 2010 syndicated lending was £297m (2009 £372m)

The Company made a profit before taxation for the year of £122,415,000 (2009 £40,047,000) which represents a
205 7% increase on the pnior year Dunng 2010, there were signs of economic recovery which contributed to the
increase In revenue £227,045,000 (2009 £197,787,000) representing an increase of 14 8% on the pnor year
Impairment on loans and advances in the year amounted to £23,579,000 (2009 £42,137,000) which represents a 44 0%
decrease on the pnor year

Future outlook

Recent economic forecasts indicate that the UK economy will continue to grow in spite of disappointing 2010 fourth
quarter GDP growth The company continues to be firmly committed to providing cash flow solutions to fund future
growth in the SME market

Pnncipal nsks and uncertainties

The key business rnisks and uncertainties affecting the Company are closely related to the cendition of the economic
chmate In the context of significant credit pressures, nsk management has been further strengthened throughout 2010

The Commercial Finance Board of Directors, assisted by the Risk Management Committee, continues to maintain the
focus on Corporate Governance ensuring that legisiative, regulatory and comphance requirements are met Integral to
the nsk management processes 1s the Commercial Finance Independent Credit Risk Control Unit which ensures that the
Company's nsk capital 1s managed effectively, reacting appropnately to changes in the economy and borrower
behaviour

Further detail of the Company’s financial nsk management policies are contained i note 28 to the financial statements
Key performance indicators (‘KPI's’)

The Company monitors three KPI's in relation to its business, being the average numbers of clents served, new
assignments of debt and new advances to clients

The Company has seen a movement in 2010 of average clients, assignments and advances of -0 8% (2009 -3 2%),
11 8% (2009 2 4%) and 9 4% (2009 17 8%) respectively

Policy and practice on payment of suppliers

The Company foliows “The Better Payment Practice Cede” published by the Department for Business Innovation and
Skills (BIS) regarding the making of payments to suppliers A copy of the code and information about it may be obtained
from the BIS Publicabons Order Line 0845-0150-010 quocting ref URN 04/606

The Company's policy 1s to agree terms of payment with suppliers and these normally provide for settlement within 30
days after the date of the invoice, except where other arrangements have been negotated It 1s the policy of the
Company to abide by the agreed terms of payment, provided the suppher performs according to the terms of the
contract

Trade creditor days at the year end were 9 days (2009 55 days), based on the ratio of trade creditors at the end of the
year to amounts invoiced during the year by suppliers




LLOYDS TSB COMMERCIAL FINANCE LIMITED . ‘

Directors’ report (continued)
Dividends

The directors recommend the payment of an ntenm dividend of £56,000,000 In 2010 intenm dwidends totalling
£53 250,000 were paid by the company

Employees

The company 1s committed to employment policies that follow best practice, based on equal opportunites for all
employees imespective of sex, race, national ongin, religien, colour, disability, sexual onentation, age or marital status

Lioyds Banking Group 1s a member of the Employers’ Forum on Disability in support of employment of people with
disabiities This recognises the need for ensuring far employment practices in recrutment and selection, and the
retention, training and career development of disabled staff

Employees are kept closely involved i major changes affectng them through such measures as team meetings,
brefings and internal communicabons  There are well-established procedures, including regular meetings with
recogmsed unions, 1o ensure that the views of employees are taken into account in reaching decisions

Schemes offenng share options for the acquisition of shares in Lloyds Banking Group are available for maost staff, to
encourage their financial involvement in the group

Directors
The directors of the company who were In office dunng the year and up to the date of signing the financial stalements
are shown on page 1 The following changes have taken place dunng the year

Resigned Appointed
M Mazzocchi 1 January 2010
G T Tate 29 June 2010
Company secretary
C K Sarfc-Agyare 13 September 2010
P Gitlins 13 September 2010

Statement of directors’ responsibilities
The directors are responsible for prepanng the directors’ report and the financial statements in accordance with
apphicable law and regulations

Campany law requires the directors to prepare financial statements for each financial year Under that law the drectors
have elected to prepare the company's financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union Under company law the directors must not approve the financial
statements untess they are satisfied that they give a true and fair view of the state of affars of the company for that
period In prepanng these financial statements, the directors are required to

e select sutable accounting policies and then apply them consistently,
s make Judgements and accounting estimates that are reasonable and prudent,

e state whether applicable International Financial Reporting Standards (IFRSs) as adepted by the European
Union have been followed, subject to any matenal departures disclosed and explained In the financial
statements,

s prepare the financial statements on the going concern basis unless it 1s Inappropriate 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 and the directors' remuneration report comply with the Companes
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 rregulanties
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LLOYDS TSB COMMERCIAL FINANCE LIMITED
Directors’ report (continued)

Disclosure of iInformation to auditors
In the case of each of the persons who are directors at the time when the report 1s approved, the following apphes

e so far as the director 1s aware, there 1s no relevant audit information of which the company's auditor 1s unaware,
and

e he has taken all the steps that he ought to have taken as a director in order to make himself aware of any
relevant audit information and to establish that the company's auditor 1s aware of that information
This confirmation is given, and should be interpreted, in accordance with the provisions of section 418 of the Companies
Act 2006

A halfaof the board

gyare

Apnl 2011
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LLOYDS TSB COMMERCIAL FINANCE LIMITED

Independent auditors’ report to the member of Lloyds TSB Commercial
Finance Limited

We have audited the financial statements of Lloyds TSB Commercial Finance Limited for the year ended 31 December
2010 which compnse the Statement of Comprehensive Income, the Statement of Financial Positon, the Statement of
Changes in Equity, the Statement of Cash Flows and the related notes The financial reporting framework that has been
applied 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 Statement of directors’ responstbiliies set out on page 4, 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 an opmion 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, sncluding the opinions, has been prepared for and cnly 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 to any other person to whom this report 1s shown or into whose
hands 1t may come save where expressly agreed by our prior consent in writing

Scope of the audit of the financial statements

An aud 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

Opsnion on financial statements
in our opinion the financial statements

« gwve a true and far view of the state of the company's affairs as at 31 December 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 Union, and

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

Opinion on other matter prescribed by the Compames Act 2006
In our opinion the information given In the directors’ report for the financial year for which the financial statements are
prepared is 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, iIn our ocpinion

« adequate accounting records have not been kept, or returns adequate for our audit have not been recewed from
branches not visited by us, or

« the financial statements are not In agreement with the accounting records and returns, or
« certan disclosures of directors’ remuneration specified by law are not made, or

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

S AR Senseeim

Michael Newman (Senior Statutory Auditor)

For and on behalf of PncewaterhouseCoopers LLP
Charered Accountants and Statutory Auditors
London

United Kingdom

Date G Ap( Lol




LLOYDS TSB COMMERCIAL FINANCE LIMITED

Statement of comprehensive income
For the year ended 31 December 2010

Revenue

Staff costs

Other operating expenses

Other operating ncome

Depreciation and amortisation

Interest expense

Profit before tax

Taxation

Profit for the year attributable to owners of the parent
Other comprehensive income

Exchange differences on foreign operations

Total comprehensive income for the year attnbutable
to owners of the parent

The notes on pages 11 to 38 are an integral part of these financial statements

All results denve from continuing activities

Note

2010 2009
£'000 £000
227,045 197,787
{46,517) (50,379)
(64,363) (81,105)
29,026 5615
{1,385) (1,801)
(21,391) (30,070)
122,415 40,047
(4,423) (10,950)
117,992 29,097
139 242
118,131 29,339




LLOYDS TSB COMMERCIAL FINANCE LIMITED
Registered number: 00733011

Statement of financial position
As at 31 December 2010

Note
ASSETS
Non-current assets
Intangible assets 10
Property, plant and equipment 11
Investments 12
Deferred tax assets 16
Retirement benefits 20
Current assets
Trade and other recevables 13
Other current assets 14
Cash and cash equivalents 15
Total assets
EQUITY AND LIABILITIES
Liabilities
Current habilities
Trade and other payables 17
Amounts owed to Group undertakings 17
Current tax payable
Non-current liabilities
Deferred tax labilities 16
Equity attributable to owners of the parent
Called up share capital 18
Revaluation reserve 18
Retained earnings
Total equity

Total equity and liabilities

The notes on pages 11 to 38 are an integral part of these financial statements

Company number 00733011

2010 2009
£'000 £000
9,036 9,227
1,925 1,944
16,683 16,583
2,964 2,962
15,434 936
46,042 31,652
2,950,296 2,750,575
9,083 7.823
87,838 100,531
3,047,217 2,858,929
3,093,259 2,890,581
152,384 170,242
2,835,956 2,674,386
560 10,124
2,988,900 2,854,752
4,167 518
4,167 518
1,011 1,011
2,399 2,399
96,782 31,901
100,192 35,311
3,093,259 2,890,581




LLOYDS TSB COMMERCIAL FINANCE LIMITED

Statement of changes in equity
For the year ended 31 December 2010

Share Revaluation Retained Total equity
Note capital reserve profits
£000 £'000 £000 £'000

Balance at 1 January 2009 1,011 2,399 29,562 32,972
Comprehensive iIncome
Profit for the year - - 29,097 29,097
Other comprehensive income
Currency translation differences - - 242 242
Total other comprehensive iIncome - - 242 242
Total comprehensive income - - 29,339 29,339
Transactions with owners
Dwidend paid relating to 2008 - - (27,000) (27,000)
Transactions with owners - - (27,000) {27,000)
Balance at 1 January 2010 1,011 2,399 31,301 35,311
Comprehensive income
Profit for the year - - 117,892 117,992
Cther comprehensive iIncome
Currency translation differences - - 139 139
Total other comprehensive Income - - 139 139
Total comprehensive Income - - 118,131 118,131
Transachons with owners
Dividend paid relating to 2009 26 - - (53,250} {53,250}
Transactions with owners - - {53,250) {53,250)
Balance at 31 December 2010 1,011 2,399 96,782 100,192

All amounts are attributable to owners of the parent

The notes on pages 11 to 38 are an integral part of these financial statements




LLOYDS TSB COMMERCIAL FINANCE LIMITED

Statement of cash flows
For the year ended 31 December 2010

Note
Cash expended on operations 19

interest paid
Tax pad

Net cash used in operating activities

Cash flows from investing activities

Proceeds from sale of property, plant and equipment

Purchase of property, plant and equipment 11
Proceeds from sale of intangible assets

Purchase of mtangible assets 10

Purchase of iInvesiments
Dividend receved

Net cash used from investing activites

Cash flows from financing activities

Dividends paid to shareholders 26
Advances of other funding amounts from

Group undertakings

Net cash from financing activities

Effects of exchange rates on cash and
cash equivalents

Net increase in cash and cash equivalents

Overdrafts net of cash and cash equivalents
at beginnuing of year

Overdrafts net of cash and cash equivalents
at end of year 15

The notes on pages 11 to 38 are an integral part of these financial statements

10

2010 2009

£000 £000
(110,713) (222,867)
(21,457) (30,375)
{10,339) (1,495)
(142,509) (254,737)
(946) (770)

. 15

(229) -
(100} -
23,250 -
21,975 {(755)
{53,250) (27,000}
221,637 324282
168,387 247,282
139 242
47,992 42,032
(80,919) (122,951)
{32,927) (80.919)




LLOYDS TSB COMMERCIAL FINANCE LIMITED

Notes to the financial statements
For the year ended 31 December 2010

1

a)

b)

Accounting policies

The principal accountng policies applied in the preparation of these financial statements are sei out below
These policies have been consistently appled to all the years presented, unless otherwise stated

Basis of preparation

The financial statements have been prepared n accordance with International Financial Reporting Standards
(IFRS) as adopted by the European Union, IFRIC Interpretations and the Companies Act 2006 apphcable to
companies reporting under IFRS The financial statements have Deen prepared under the historical cost
convention

The preparation of financial statements n conformity with IFRS requires the use of certain cntical accounting
estimates [t also requires management to exercise its judgement in the process of applying the company's
accounting policies The areas mvolving a higher degree of jJudgement ar complexity, or areas where assumptions
and estimates are significant to the financial statements are disclosed in note 2

The company has adopted the following new and amended IFRSs as of 1 January 2010

IFRS 2 (amendment), 'Share-based payment' (effective 1 January 2010) deals with vesting conditions and
cancellations it clanfies that vesting conditions are service conditions and performance condiions only Other
features of a share-based payment are not vesting conditions These features would need to be included in the
grant date far value for transactions with employees and others prowiding similar services, they would not impact
the number of awards expected to vest or valuation there of subsequent to grant date All cancellations, whether
by the entity or by other parties, should receive the same accounting treatment The company has adopted IFRS
2 (amendment) from 1 January 2010 The amendment does not have a matenal impact on the Company's
financial statements

IAS 1 (revised) Presentation of financial 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 recognised in these financial statements

Details of those IFRS pronouncements which will be relevant in future penods but are not yet effecive and so
have not been apphed i prepanng these financial statements are set out In note 30

The Company is reliant on funding provided by Lloyds TSB Bank plc Notwithstanding the improvement in market
liquidity dunng 2010, the Company's ultimate parent company, Lioyds Banking Group plc, confinues to be refiant
on UK Government sponsored measures to maintain its wholesale funding position The directors are satisfied
that it 1s the intention of Lloyds Banking Group pic that its subsidianes including this Company will continue to
recewe funding In the future and, accordingly, the financial statements have been prepared on a going concem
basis

These financial statements contain information about the Company and do not contain consolidated financial
information as the parent of a group The Company has taken advantage of the exemption under IAS 27
"Consolidated and Separate Financial Statements” and Section 400 of the Companies Act 2006 from the
requirement to prepare consolidated financial statements The Company and its subsidianes are inciuding n the
consolidated financial statements of the Company's ultimate parent company (see Note 25)"

Financial assets and financial habilities

Financial assets and financial habilies compnse trade and other recewables, other debtors, trade creditors,
amounts due to group undertakings, amounts due to cllents and other creditors Loans and advances to
customers are accounted for at amortised cost inclusive of transaction costs and are amortised using the effective
interest rate method

Financial assets and liabiities are recognised when the Company becomes a party to the contractual provisions
of the instrument Financial assets and habilities are derecognised when the nghts to receive cash flows, or
chligations to pay cash flows, have expired

Lease agreements are classified as finance leases If the lease agreements transfer substantially all of the nsks

and rewards of ownership to the lessee When assets are held subject to a finance lease, the present value of the
lease payments s recognised as a recevable within loans and advances to customers

11




LLOYDS TSB COMMERCIAL FINANCE LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2010

1

c)

d}

e)

a)

Accounting policies (continued

Investments 1n subsidiary undertakings

Investments are shown within non-current assets at cost less a provision for any impawment Cost relaling to
investments In group undertakings represents the nominal value of ordinary shares held Cost relating to trade
investments represents the fair value of shares acquired

Property, plant and equipment

Property, plant and equipment 1s stated at histoncal cost less accumulated depreciation and any recognised
imparrment loss Histoncal cost includes expenditure that s directly attnbutable to the acquisition of the items

Depreciation 1s provided on assets 5o as to write off their cost less residual value on a straight ine basis over their
expected useful lives as follows

- Computer and office equipment 3-10 years
- Motor vehicles 4 years

Intangible assets

Computer software

Costs that are directly associated with the production of identifiable and unique software products controlled by the
Company, and that will probably generate economic benefits exceeding costs beyond one year, are recognised as
intangible assets Direct costs include software development, employee costs and an appropriate portion of
relevant overheads Computer software development costs recognised as assets are amortised using the straight-
line method over their useful lives (not exceeding 5 years)

Goodwill

Goodwill ansing on the acqu1smoh of subsidiary undertakings represents the excess of cost over the farr value of
net identifiable assets acquired Goodwill ansing on acquisitions 1S capitalised within intangible assets and carned
at cost less accumulated imparment losses Goodwill 1s assessed annually for imparrment

Taxation

Current tax which 1s payable on taxable profits Is recognised as an expense in the period in which the profits anse
Deferred tax 1s provided in full, using the liability method, on temporary differences ansing between the tax bases of
assets and liabilities and therr carrying amounts in the financial statements Deferred tax 1s determined using tax
rates that have been enacted or substantively enacted by the statement of financial position date that are expected
to apply when the related deferred tax asset 1S realised or the deferred tax liability 1s settled

Deferred tax assets are recognised where it 1s probable that future taxable profit will be available against which the
temporary differences can be utiised

Tax assets and liabilities are offset when they anse in the same tax reporting group and where there 1s both a legal
nght of offset and the intention to settle on a net basis or to realise the asset and settle the liability simultaneously

Employee benefits

Pensions

The Company partcipates in varnous defined benefit and defined contribution pension schemes operated by
companies within the Lloyds Banking Group A defined benefit plan 1s a pension plan that defines an amount of
pension benefit that an employee will receive on retirement, usually dependent on one or more factors such as age,
years of service and compensation A defined contribution plan is a pension plan under which the Company pays
fixed contributions into a separate entity

12




LLOYDS TSB COMMERCIAL FINANCE LIMITED

Notes to the financial statements {continued)
For the year ended 31 December 2010

1

g)

h)

Accounting policies {(continued
Employee benefits (continued)

The hability recogmsed in the statement of financial position In respect of defined benefit pension plan Is the
Company's share of the present value of the defined benefit obligation at the statement of financial position date
less the far value of plan assets, together with adjustments for unrecognised actuanal gains or losses and past
service costs The defined benefit obligation 1s calculated annually by independent actuaries using the projected
unit credit method The present value of the defined benefit obligation 1s determined by discounting the estimated
future cash flows using interest rates of mgh-qualty corporate bonds that are denominated in the currency n which
the benefits will be paid, and that have terms to maturity approximating to the terms of the related pension liability

The Group's statement of comprehensive income charge includes the cusrent service cost of providing pension
benefits, the expected return on the schemes’ assets, net of expected administration costs, and the interest cost on
the schemes' labilities Actuanal gains and losses ansing from expenence adjustments and changes in actuanal
assumptions are not recognised unless the cumulative unrecognised gan or loss at the end of the previous
reporting period exceeds the greater of 10 per cent of the scheme assets or lhabiliies (‘the corndor approach’) In
these circumstances the excess i1s charged or credited to the income statement over the employees' expecied
average remammng working lives Past service costs are charged immediately to the statement of comprehensive
income, unless the charges are conditional on the employees remaining in service for a specified penod of ime (the
vesting period) In this case, the past service costs are amortised on a straight-ine basis over the vesting period

For defined contnbution plans, the Company pays contributions into publicly or privately administered pension
insurance plans on a mandatory, contractual or voluntary basis The Company has no further payment obligation
once the contributions have been paid The contributions are recogmised as employee benefit expense when they
are due Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in the
future payments 1s avalable

Share based paymenits

The Company’s ultimate parent company operates a number of group-wide equity-setiled, share-based
compensation plans The Company's share of the value of its employees’ services teceived in exchange for equity
instruments granted under these plans 1s recognised as an expense over the vesting penod of the nstruments with
a corresponding hability to the ultimate parent undertaking This expense is determined by reference 1o the far
value of the number of equity instruments that are expected to vest The fair value of equity instruments granted 1s
based on market prices, if available, at the date of grant In the absence of market pnces, the farr value of the
nstruments at the date of grant i1s estmated using an appropnate valuation technique, such as a Black-
Scholes option pricing model

The determination of fair values excludes the impact of any non-market vesting conditions, which are included in
the assumptions used to estimate the number of options that are expected to vest At each statement of
financial posthon date, this estimate 1s reassessed and if necessary revised Any revision of the onginal estimate I1s
recognised In the statement of comprehensive income over the remaining vesting period

Leases

Operating lease rentals payable are recognised as an expense in the statement of comprehensive income: on a
straight ine basis over the lease term, unless another systematic basis 1s more appropriate

Foreign currency translation
a) Functional and presentation currency

ltems included In the financial statements relating to overseas branches are measured using the currency of the
pnmary economic environment in which the branch operates (the functional currency) The financial statements are
presented in sterling, which 1s the Company's presentation and prnmary functonal currency

b} Transactions and balances

Foreign currency transactions are translated into the functiona! currency using the exchange rates prevailing at the
dates of the transactions Foreign exchange gains and losses resuling from the settlement of such transactions
and from the translation at year-end exchange rates of monelary assets and habilities denomuinated in foreign
currencies are recognised in the statement of comprehensive income The results of the foreign operations
exchange differences arising from the translation of the net investment are taken to shareholders’ equity via the
statement of comprehensive income

13




LLOYDS TSB COMMERCIAL FINANCE LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2010

4,
]

k}

m)

Accounting policies {continued
impairment of financial assets

At each statement of financial position date the Company assesses whether, as a result of one or more events
occurnng after inial recognttion, there 1s objective evidence that a financia! asset or group of financial assets has
become impared Ewidence of imparment may include indications that the borrower or group of borrowers are
experniencing significant financial difficulty, default or delinguency In 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 1s objective evidence that an imparment loss has been incurred, a provision s established which is
calculated as the difference between the statement of financial position carrying value of the asset and the present
value of estimated future cash flows discounted at the financial asset's onginal effective interest rate The
calculation of the present value of the estimated future cash flows of a collateralised financial asset reflects the
cash flows that may result from foreclosure less costs for obtaining and selling the collateral

If there 1s no objective evidence of individual impairment the asset 1s included 1n a group of financial assets with
similar credit nsk charactenstics and collectively assessed for impairment  Future cash flows are estimated on the
basis of the contractual cash flows of the assets in the group and historical loss experience for assets with simular
credit nsk charactenstics Histoncal loss expenence 1s adjusted on the basis of current observable data to reflect
the effects of current conditions that did not affect the penod on which the histoncal loss expenence is based and to
remove the effects of conditions In the historical penod that do not exist currently

The method and assumptions used for estimating future cash flows are reviewed regularly by the company to
reduce any differences between the loss estimates and actual loss expenence If, in a subsequent penod, the
amount of the impairment loss decreases and the decrease can be related objectively to an event occurnng after
the iImpairment was recognised, such as an improvement in the borrower's credit rating, the provision I1s adjusted
and the amount of the reversal 1s recognised in the statement of comprehensive: Income

Cash and cash equivalents

For the purposes of the statement of financial position and statement of cash flows, cash and cash equivalents
compnse balances with less than three months’ matunty from the date of acquistion Bank overdraft balances are
presented in the statements of financial position under amounts due to group undertakings (see note 17)

Revenue recogmiion

Factonng and discounting income and expenses are recogrised In the statement of comprehensive mcome using
the effective interest method The effective interest rate 1s the rate that exaclly discounts the estimated future cash
payments or receipts over the expected life of the instrument to the net carrying amount of the financial asset

When calculating the effective interest rate, the future cash flows are estimated after considering all the contractual
terms of the interest but not future credd losses The calculation includes all amounts paid or receved by the
company that are an integral part of the overall return, direct incremental transaction costs (including commissions
payable on new business) related to the acquisition, issue or disposal of a financial instrument and all other
premiums or discounts

Finance lease Income 1s recognised over the lease term using the net investment method so as to reflect a constant
penodic rate of return on the Company's net investment in the lease Inial direct Incremental costs attnbuted to
negotiating and arranging the lease are included In the 1mihal measurement of the finance lease recewvable thus
reducing the amount of iIncome recognised over the lease term

Fees and commssions which are not an integral part of the effective interest rate are recognised on an accruals
basis when the service has been provided

Once a financial asset or a group of similar financial assets has been wntten down as a result of an impairment
loss, interest Income 1s recognised using the rate of interest used to discount the future cash flows for the purpose
of measuning the impairment loss

Dividends

Dividends on ordinary shares are recoghised In equity in the period in which they are paid

14




LLOYDS TSB COMMERCIAL FINANCE LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2010

1

n}

o)

p)

q)

2

Accounting policies {(continued
Offsetting financial instruments
With the exception of deferred tax assets and habiibes which are analysed separately for clanty (note 18}, financial
assets and Ilabilikes are offset and the net amount reported in the statement of financial position when there I1s a
legally enforceable nght to offset the recognised amounts and there 1s an intention to settle on a net basis, or
realise the asset and settie the iability simultaneously
Borrowing costs

Borrowing costs, including interest and other casts incurred in relation to the borrowing of funds, are recognised as
an expense 1n the period 1N which they are incurred

Borrowings

Borrowings are recognsed inihally at far value, net of transaction costs incurred Borrowings are subsequently
carned at amorhised cost, any difference between the proceeds (net of transaction costs) and the redemption value
is recognised in the income statement over the penod of the borrowings using the effective interest method

Share capital

Ordinary shares are classified as equity

Critical accounting estimates, and udgements in applying accounting policies

The Company makes estimates and assumptions that affect the reported amounts of assets and habilities within the
next financial year The resulting accounting estimates will, by definition, seldom equal the related actual results

Estimates and judgements are continually evaluated and are based on hustorical expenence and other factors,
including expectations of future events that are believed to be reasonable under the circumstances  The estimates
and assumptions that have a significant nsk of causing a matenal adjustment to the carrying amounts of assets and
labilibes within the next financial year are discussed below

Impawrment losses on loans and advances

The Company prowvides for specific accounts 1o the extent that the expected recovery 1s less than amounts
advanced to customers, this is done on a specific individual chent basis and takes into account the time cost of
money to the anticipated point of final recovery or write off These accounts are reviewed on a monthly basis and
provision I1s adjusted on the basis of anticipated recoveries

A collective provision Is set for the remainder of the book and 1s split into two elements, those clients in ‘default’ but
where the collection process has not flagged a specific prowsion and those chents not 1n default The collectve
provision I1s reviewed monthly and adjusted accordingly The collective provisions are based on Basel comphant
Probabulity of Default (PD) ratings

Revenue

Turnover represents fees eamed from services provided and interest income an prepayments to clents, and 1s
analysed as follows

2010 2009

£'000 £'000

United Kingdom 225715 194,585
Germany 639 2,167
Ireland 691 1,025
227,045 197,787
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3

4

a)

b)

Revenue {continued)

2010 2010
£000 £000
Factonng 72,658 67,533
Invoice discounting 132,880 109,105
Hire purchase 13,626 14,047
Payroll services 6,825 6,483
Suppter finance 1,058 619
227,045 197,787
Included within revenue in 2010 1s £44,000 (2009 £50,000) in respect of impaired financial assets
Directors and employees
Staff costs
The average number of FTE’s employed by the company durning the year was as follows
2010 2009
Number Number
Factoning 636 536
Invoice discounting 299 260
Payrcll services 25 23
Support services 125 124
Hire purchase 4 5
1,089 948
Staff costs 2010 2009
£000 £000
Wages and salanes 42273 37,915
Social secunty costs 4,164 3,745
Share-based payments (see nole 21) 1,319 1,687
Other penston costs -Defined benefit schemes (see note 20) (2,465) 8,127
Other pension costs -Defined contnbution schemes (see note 20} 1,234 905
46,517 50,379
Directors' emoluments
2010 2009
£000 £000
Aggregate emoluments 1,095 1,140
Highest paid directer
- Emoluments 276 133
- Compensation for loss of office - 264
276 397
Contnbutions paid into defined contnbutions pension scheme in respect of the 29 -
highest paid director
Accrued pension at end of year under defined benefit pension scheme - based on
penstonable service to the company to 31 December but payable at normal - 68

retirement age in respect of the highest paid director

The tighest paid director exercised nil shares in respect of qualifying services dunng the year (2009 nil shares)

None of the directors were paid or were due to receive amounts under long-term incentive schemes n respect of
qualifying services in 2009 or 2010 The net value of assets (excluding money, shares and share options) received

of receivable by directors under such schemes In respect of such services was £nil 2009 £nil)
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4 Directors and employees (continued)
During the financial year no directors exercised share options during the year

The emoluments of the directors have been apportioned between Lloyds TSB Bank plc, and the Lloyds TSB
Commercal Finance Limited Group according to their services as directors or officers of those companies

Retirement benefits In respect of services to Lloyds TSB Commercial Finance Limited are accruing to three {2009
five) directors under defined benefit pension schemes Five of the directors have benefits accruing under money
purchase schemes

None of the directors had a matenal interest, directly or indirectly, at any time dunng the year in any significant
contract, transaction or arrangement with the Company or s subsidianes

Key management compnse only the directors of the Company (see note 27)

§ Other operating expenses

2010 2009
£000 £000
Impairment on loans and advances 23,579 42 137
Premises costs 4,362 4,982
Travel and motor expenses 5,681 5,322
Prninting, postage and stationery 5,296 4,736
Agents' commission 2,397 2,384
Credit information 669 759
Consultancy and professional fees 2,616 1,951
Indirect staff costs 1,324 960
Marketing fees 1,980 1,385
Management fees {see note 27) 1,442 4,959
Cther administrative expenses 15,017 11,530
64,363 81,105

6 Other operating iIncome
2010 2009
£000 £'000
Recharge of costs to other Group companies (see note 27) 5776 5,615
Dividends received 23,250 -
29,026 5615

7 Interest expense

2010 2009
£'000 £'000
On balances with Group undertakings (see note 27) 21,391 30,070

Included in the interest expense charge above 1s interest paid on bank overdraft balances with group undertakings
Generally interest 1s charged on overdraft balances at base rate plus an applicable margin
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8 Profit before tax

Profit before tax Is stated after charging / {crediting)

2010 2009
£'000 £'000
Operating lease rentals on land and bulldings 2,195 2,585
Services provided by the company's auditor and its associates
During the year the following services were obtained from the company’s auditor
and its associates
Fees payable to company’s auditor for the audit of the parent company financial 111 104
statements
Fees payable to the company’s auditor and its associates for other services
- fax services 69 12
- other services 145 25
9 Taxation
a) Analysis of charge for the year
2010 2009
£000 £000
UK corporation tax
Current tax on profit for the year 781 9,937
Adjustments in respect of pnor years (5) 35
Current tax charge 776 9,973
Deferred tax {see note 16) 3,647 977
Charge for taxation 4,423 10,950

The charge for tax on the profit for the year I1s based on a UK corporation tax rate of 28 0% (2009 28 0%)

b} Factors affecting the tax charge for the year

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

profit before tax to the tax charge for the year s given below

Profit before tax

Tax charged at UK corporation tax rate of 28 0% (2009 28 0%)
Factors affecting charge

Group relief not paid for

Disallowed and non-taxable items
Adjustments in respect of pnor years
UK corporation tax rate change

Tax on profit on ordinary activities

Effective rate

2010 2009
£000 £000
122,415 40,047
34,276 11,213
(23,889) -
(5,920) 80

- (343)

(44) -
4,423 10,950
36% 27 3%

Dunng the year group relief of £23,889,000 was surrendered by fellow Group Undertakings to the Company for no

payment (2009 nif)
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10 Intangible assets

Software Goodwill Total
Cost £'000 £'000 £000
At 1 January 2009 4,251 8,529 12,780
Disposals (15) - (15)
At 31 December 2009 4,236 8,529 12,765
Additions 229 - 229
At 31 December 2010 4,465 8,629 12,994
Aggregate amortisation and impairment
At 1 January 2009 1,924 201 2,825
Charge for the year 713 - 713
At 31 December 2009 2,637 901 3,538
Charge for the year 420 - 420
A1 31 December 2010 3,057 901 3,958
Net book value
At 31 December 2010 1,408 7,628 9,036
At 31 December 2009 1,599 7,628 9,227

The Company's mvestment 1n Cash Friday gave nse to goodwilt which 1s held on the Company’s statement of
financial position and tested at least annuaily for impairment For the purposes of impatrment testing goodwill is

allocated to the appropniate cash generating unit which 1s Cash Friday

The recoverable amount has been based on a value in use calculation The calculation uses projections of future
cash flows based upon budgets and plans approved by management covering a four-year pericd, and a discount
rate of 13 per cent {gross of tax) The budgets and plans are based on past expenence and adjusted to take into
account anticipated changes In assignments and fee rates having regard to expected market conditions and
competitor activity The discount rate 15 determined with reference to internal measures and available industry
information Cash flows have been extrapolated beyond the first four years using a steady 2 25 per cent growth
rate Management believes that any reasonable change in the key assumptions would not cause the recoverable

amount io fall below its statement of financial position carrying value
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1 Property, plant and equipment

Computer
and office Motor
equipment vehicles Total
£'000 £'000 £'000

Cost
At 4 January 2009 13,432 10 13,442
Addittons 770 - 770
Disposals - - -
At 31 December 2009 14,202 10 14,212
Additions 946 - 946
Disposals (6,588) - (6,588}
At 31 December 2010 8,560 10 8,570
Depreciation
At 1 January 2009 11,170 10 11,180
Charge for the year 1,088 - 1,088
Disposals - - -
At 31 December 2009 12,258 10 12,268
Charge for the year 865 - 965
Disposals (6,588} - (6,588)
At 31 December 2010 6,635 10 6,645
Net book value.
At 31 December 2010 1,925 - 1,925
At 31 December 2009 1,944 - 1,944
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12 Investments

Investment in Group undertakings

Investment in Group undertakings at 1 January
Additions — see below

investment in Group undertakings at 31 December
Trade investments

Total investments at 31 December

The Company owns 100% of the ordary share capital of each of the followi
Lioyds TSB Commercial Finance Scotland Limited, which 18 registered in S

are wholly owned and registered in England and Wales

Name Year ended Profit for
the year
£'000
Eurolead Services Holdings 31 December 2010 92
Limnited
Alex Lawrie Factors Limited 31 December 2010 -
Alex Lawne Recewvables 31 December 2010 -
Financing Ltd
Chancery Factors Limited 31 December 2010 -
LTSBCF Limited 31 December 2010 -

Additions to investments in 2010

Glythorne Limited 28 February 2010 3
Snowglen Securities Limited 31 March 2010 12
Evansville Limited 31 May 2010 7
Kmgstar Leasing Limited 31 August 2010 3
Azedcrest Limited 30 November 2009 1
Lloyds TSB Commercial Finance 31 December 2010 4285

Scotland Limited

2010 2009
£000 £'000
16,566 16,566
100 -
16,666 16,566
17 17
16,683 16,583

Assets
£'000
5018

200

11,978

978
1677
624
1,704
80

196,721

Liabilities
£'000
(4,662)

4]
(100)

(24)

191,048

ng subsidianies With the exception of
cotland, all of the other subsidianes

Capital and
Reserves
£'000

5016
(4,662)

200

11,978

(976)
1,677
600
1,704
80

5,672

The following above mentoned subsidianies are dormant Alex Lawrne Factors Limited, Alex Lawne Receivables
Financing Ltd, Chancery Factors Limited (in the process of being struck off) and LTSBCF Lunited

The directors consider the value of mvestments to be supported by their underlying assets

13 Trade and other receivables

Loans and advances {o cusiomers
Amounts receivable under non-recourse factoring agreements

Impairment losses on loans and advances (Note 28 1)

21

2010 2009
£:000 £000
3,022,783 2,763,822
26,268 80,150
3,049,051 2,843,972
(98,755) (93,397)
2,950,296 2,750,575
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13. Trade and other receiwvables {continued)

Loans and advances to customers include hire purchase

2010 2009
£000 £000
Gross investment in hire purchase contracts, receivable

- no later than one year 100,683 91,685
- later than one year and no later than five years 137,072 132,605
237,755 224,290
Unearned future finance income on hire purchase contracts {16,295) (17,134)
Net investment in hire purchase contracts 221,460 207,156

The net nvestment in hire purchase contracts may be analysed as follows
2010 2009
£000 £000
- no later than one year 92,384 83,813
- later than one year and no later than five years 129,076 123,343
221,460 207,156

The Company provides hire purchase in connection with the financing of vehicles, plant and equipment The
accumulated allowance for uncollectible hire purchase agreements 1s £1 ,524,000 (2009 £1,928,000)

14. Other current assets

2010 2009

£'000 £'000

Prepayments 6,547 6,004

Other debtors 2,536 1,729

9,083 7,823

15 Cash and cash equivalents

2010 2009

£'000 £000

Cash at bank and in hand 87,838 100,531
Qverdrafts {see note 17) (120,765} {181,450)
Net overdrafis (32,927) (80,919)

Cash and cash equivalents compnse cash and balances hetd at banks with a maturity of less than 3 months

incuded 1n cash at bank and in hand 1s £83,530,000 (2009 £95,852,000) of balances with related parhes (see
note 27)
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16 Deferred tax

The movement in the net deferred tax balance 1s as follows

2010 2009

£'000 £000
At 1 January 2,444 3,421
Statement of comprehensive Income charge (see note 9) (3,647) (977)
At 31 December {1,203) 2,444
The deferred tax charge in the statement of comprehensive income compnses the following temporary
differences
Pensions (3,905) (1,991)
Share based payments 258 (104)
Accelerated capital allowances 220 504
Provisions (122) 504
Other temporary differences {96) 110

{3,647) (977)
Deferred tax at 31 December compnses
Pensions (4,167) (262)
Share based payments - (256)
Deferred tax hability (4,167) (518)
Accelerated capital allowances 1,734 1,511
Provisions - 497 619
Qther temporary differences 736 832
Deferred tax asset 2,964 2,962

(1,203) 2,444
The net deferred tax hability / {asset) s recoverable / (payable) as follows

2010 2009

£'000 £'000
After more than 12 months (1,203) 1,720
Within 12 months - 724

There are unrecognised foreign tax deferred tax assets of £nil (2009 £220,000)

A number of changes to the UK Corporation tax system were announced n the June 2010 Budget Statement
Finance (Mo 2} Act 2010, which was substantively enacted on 20 July 2010, proposed a reduction to the main
rate of corporation tax from 28% to 27% Accordingly the deferred tax liability and deferred tax asset has been
recognised at 27%

In the March 2011 Budget Statement a further reduction of the main rate of corporation tax by 1% to 26% was
announced with effect from 1 Apnl 2011 Further reductions of 1% per annum to 23% by 1 April 2014 were also
announced These changes had not been substantively enacted at the batance sheet date and, therefore, are
not reflected in these financial statements

The proposed further reductions n the rate of corporation tax by 1% per annum to 23% by 1 Apnl 2014 are

expected to be enacted separately each year starting in 2011 The effect of these further changes upon the
company's deferred tax balances and leasing business cannot be relably quantified at this stage
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17. Trade and other payables

2010 2009
£'000 £000
Amounts due to clients on collections 107,131 08,727
Due to chents on collection under non-recourse factonng agreements 14,453 41,273
Trade creditors 926 6,335
Other taxation and social securty 7.250 55833
Accruals and deferred income 22,403 17,398
Bank overdraft balances (see note 15) - 684
Other creditors 221 192
152,384 170,242

Amounts owed to Group undertakings (see note 27)
- Bank overdraft balances {see note 15) 120,765 180,766
- Other funding balances 2,714,921 2,493 284
- Interest payable to Group Treasury 270 336
2,835,956 2,674,386

Amounts owed to Group undertakings are unsecured, repayable on demand and generally interest beanng
Vanable rates based pnmarlly on base rate were charged during the year

18 Capital and reserves

Called up share capital

2010 2009
£000 £'000

Authonsed, 1ssued and fully paid
101,100,000 ordinary shares of £0 01 each 1,011 1,011

Each authorised, 1ssued and fully paid ordinary share of £0 01 carnes equal voting and dividend rights
Revaluation reserve

The reserve amounting to £2,399,000 (2009 £2.399,000) relates to the revaluation of investments in subsidiaries
held by the Company prior to IFRS transition These are non-distnbutable reserves

19 Cash flow from operating activities

2010 2009
£'000 £'000
Profit on ordinary activities before taxation 122,415 40,047
Adjustments for
Depreciation and amortisation 1,385 1,801
Dividend received {23,250) -
Interest expense 21,391 30,070
Increase in trade and other receivables (199,721) (315,222)
{Increase) / Decrease In other current assets (1,260} 3,349
(Decrease) / Increase In trade and other payables {17,175} 23,014
Net decrease in retirement benefit obligations (14,498) (5,926)
Cash expended on operations (110,713) (222,867)

20 Retirement benefit obligations

Defined contnbution schemes

The Company’s ultimate parent company operates a number of defined contnbution pension schemes, principally
the defined contribution sections of the Lloyds TSB Group Pension Schemes Nos 1 and 2, new employees are
offered membership of the defined contribution section of the Lloyds TSB Group Pension Scheme No 1 During
the year ended 31 December 2010 the charge to the statement of comprehensive income In respect of this
scheme was £1,234,000 (2009 £805,000), representing the contributions payable by the employer 1n accordance
with the scheme rules There are no outstanding or prepaid contnbutions at 31 December 2010 (2009 £nil)
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20

Retirement benefit obligations (continued)

Defined benefit schemes

The Company’s ultimate parent company has established a number of defined benefit pension schemes In the UK
and overseas The majonty of the Company's employees are members of the defined benefit sections of the
Lioyds TSB Group Pension Schemes Nos 1 and 2 These are funded schemes providing retirement benefits
calculated as a percentage of final salary depending upon the length of service, the miimum retirement age
under the rules of the schemes 1s 50

The latest full valuations of the two main schemes were carned out as at 30 June 2008, these have been updated
to 31 December 2010 by qualified independent actuanes

The amounts shown below relate to the Company's share of obligations ansing from membership by the
Company’s employees of the defined benefit schemes operated by the Company’s ultimate parent company

Amounts included in the statement of financial position

2010 2009
£'000 £000
Defined benefit pension schemes net assets {15,434} {936)

The amounts recognised in the statement of financial position are represented as follows

2010 2009

£000 £000

Company's share of present value of funded obligations 219,698 230,245
Company's share of fair value of scheme assets (224,791) (178,380)

(5,093} 51,865
Company’s share of unrecognised actuarial losses (10,341) (52,801)
{15,434) (936)

The movements 1n the amounts recognised in the statement of financial position are as follows

2010 2008

£000 £'000

At 1 January (936} 4,990

Net (credit) / charge to the statement of comprehensive income {2,465) 6,127
Contributions paid (12,033) (12,053)
At 31 December (15,434) (936)

The expense recognised 1n the statement of comprehensive incCOme COMpPNses

2010 2009

£'000 £'000

Current service cost 6,216 5,840

Interest cost 26,540 23,115

Expected return on plan assets {27,132) {22,828)

Curtaiiment {9,404) -

Amortisation outside corndor 1,315 -

{(2,465) 6,127

Actuanal gains and losses ansing from expenence adjustments and changes in actuanal assumptions are not recognised
unless the cumulative unrecognised gain or loss at the end of the previous reporting penod exceeds the greater of 10 per
cent of the scheme assets or liabilities (‘the corndor approach’} In these circumstances the excess I1s charged or credited
to the Income statement over the employees’ expected average remaining working lives
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20 Retirement benefit obligations {¢ontinued)

Movements in the defined benefit obligation

At 1 January

Current service cost
Interest cost

Actuanal (gains) / losses
Benefits paid
Curtaiment

At 31 December

Changes in the fair value of scheme assets

At 1 January

Expected return
Employer contributions
Actuanal gains
Benefits paid

At 31 December
Actual return on scheme assets

The pnncipal actuanal and financial assumptions used were as follows

Discount rate
Rate of inflation — Retail price index
- Consumer price index
Rate of salary increases
Rate of increase for pensions in payment

Life expectancy for member aged 60, on the valuation date

-Men

- Women

Life expectancy for member aged 60, 15 years after the valuation date
- Men

-Women

26

2010 2009
£'000 £'000
230,245 154,003
6,216 5,840
26,540 23115
{8,788) 62,964
{17,672) (15.677)
(1 6:84_3) -
219,698 230,245
2010 2009
£000 £000
178,380 147,492
27,132 22,828
7,033 12,053
29,918 11,684
(17,672) {15.677)
224,791 178,380
57,050 34,512
2010 2009
% %
5.50 570
340 340
290 -
200 375
320 320
2010 2009
Years Years
272 271
283 282
282 287
299 298
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20

21

Retirement benefit obligations (continued)

The mortality assumptions used n the scheme valuations are based on standard tables published by the Institute
and Faculty of Actuanes which were adusted in line with both current industry expenence and the actual
expenence of the relevant schemes Composition of scheme assels

2010 2009

% %

Equites 46 a7
Fixed interest gilts 3 9
Index inked gilts 19 8
Non-government bonds 14 12
Property 8 9
Other 10 15
At 31 December 100 100

The assets of all the funded plans are held independently of the Group's assets in separate trustee admurustered
funds

The expected return on plan assets was determined by considenng the expected returns available on the assets
underiying the current investment policy Expected yields on fixed interest investments are based on gross
redemption yields at the statement of financial position date Expected returns on equity and property
investments reflect long-term real rates of return experienced in the respective markets Experience adjustments
history

2010 2009 2008 2007 2006

£'000 £'000 £'000 £000 £'000

Present value of defined benefit obligation 219,698 230,245 154,003 186,820 194,910

Fair value of scheme assets (224,791) (178,380) (147.,492) (212,057) (187.000)

(5,093) 51,865 6,511 (25,237) 7,910

Unrecognised actuarial {losses) / gains (10,341) (52,801) (1,521) 38,538 11,170
(Asset) / liabiity in the statement of financial

position {15,434) {936) 4,990 13,301 19,080

Experience losses on scheme liabiites 10,869 3 {576} (5,290) (780)

Expenence (losses) / gains on scheme assets 29,927 11,667 (89,153) 3,682 7.766

Share based payments

During the year ended 31 December 2010, the Company's ultimate parent company operated the following share
based payment schemes, all of which are equity settled The share based payment charge for the year aliocated
by the group 15 £1,311,000 (2009 £1,687,000)

Executive schemes

The executive share option schemes were long-term incentive schemes available to certain senior executives of
the Lloyds Banking Group, with grants usually made annualty Options were granted within imits set by the rules
of the schemes relating to the number of shares under option and the price payable on the exercise of options
The last grant of executive options was made n August 2005 These options were granted without a performance
multipler and the maximum himit for the grant of options in normal circumstances was three times annual salary
Between Apnl 2001 and August 2004, the aggregate value of the award based upon the market pnice at the date
of grant could not exceed four imes the executive’s annual remuneration and, narmally, the it for the grant of
options to an executive 1n any one year would be equal to 1 § imes annual salary with a maximum performance
muttiplier of 3 5 Prior to 18 Apnl 2001, the normal limit was equa! to one year's remuneration and no performance
multiplier was applied
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21  Share based payments {continued)

Performance conditions for executive options
For options granted up to March 2001

The performance condition was that growth in earnings per share must be equat to the aggregate percentage change in
the Retall Price Index plus three percentage points for each complete year of the relevant perod together with a further
condition that Lloyds Banking Group pic's ranking based on total shareholder return (calculated by reference to both
dividends and growth in share price) over the retevant perncd should be in the top fifty companies of the FTSE 100

The relevant period for the performance conditions began at the end of the financial year preceding the date of grant and
continued until the end of the third subsequent year following commencement or, if not met, the end of such later year in
which the conditions were met Once the conditions were satisfied the ophons remain exercisable without further
conditions If they were not satisfied by the tenth anniversary of the grant the options would lapse

For options granted from August 2001 to August 2004

The performance condition was linked to the performance of Lloyds Banking Group plc's total shareholder retum
(calculated by reference to both dividends and growth m share price) against a comparator group of 17 companies
meluding Lloyds Banking Group plc

The performance condition was measured over a three year penod which commenced al the end of the financial year
preceding the grant of the option and continued until the end of the third subsequent year [f the performance condition
was not then met, it was measured at the end of the fourth financial year If the condition has not then been met, the
options would lapse

To meet the performance conditions, the Lloyds Banking Group’s ranking against the comparator group was required to
pe at least ninth  The full grant of options only became exercisable if the Group was ranked first A performance
multipher (of between nil and 100 per cent) was apphed below this level to calculate the number of shares In respect of
which options granted to executive directors would become exercisable, and were calculated on a sliding scale I Lloyds
Banking Group plc was ranked below median the options would not be exercisable

Options granted to senior executives other than executive directors were not so highly leveraged and as a result,
different performance multipliers were applied to therr options  For the majonty of executives, options were granted with
the performance condition but with no performance multipher

For options granted m 2005
The same conditions applied as for grants made up to August 2004, except that

« the performance conditon was hnked to the performance of Lloyds Banking Group plc’s total shareholder return
(calculated by reference to both dividends and growth in share pnce) against a comparator group of 15 companies
including Lloyds Banking Group plic,

« If the performance condition was not met at the end of the third subsequent year, the options would lapse, and

« the full grant of cphons became exercisable only «f the Lloyds Banking Group plc 1s ranked in the top four places of the
comparator group A shding scale applies between fourth and eighth posibons  If Lloyds Banking Group plc was ranked
below the median (ninth or below) the options would lapse

Save-As-You-Earn schemes
Ehgible employees may enter into contracts through the Save-As-You-Earn (SAYE) schemes to save up to £250 per
month and, at the expiry of a fixed term of three, five or seven years, have the option to use these savings within six

months of the expiry of the fixed term to acquire shares in Lioyds Banking Group plc at a discounted price of no less than
80 per cent of the market price at the start of the invitation
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21 Share based payments {continued)

Other share option plans
Lloyds TSB Group Executive Share Plan 2003

The plan was adopted in December 2003 and under the plan share options may be granted to senior employees
Options under this plan have been granted specifically to facilitate recruitment and as such were not subject to any
performance condions The plan’s usage has now been extended to not only compensate new recruits for any lost
share awards but also to make grants to key individuals for retention purposes with, in some instances, the grant being
made subject to individual performance conditions

Other share plans
Long-Term Incenfive Plan

The Long-Term Incentive Plan (LTIP) introduced in 2006 1s aimed at delivening shareholder value by linking the receipt of
shares to an improvement n the performance of the Lioyds Banking Group over a three year perod Awards are made
within imits set by the rules of the plan, with the limits determining the maximum number of shares that can be awarded
equating to three times annual salary In exceptional circumstances this may increase fo four tmes annual salary

The performance conditions for awards made in March and August 2007 are as follows

() For 50 per cent of the award (the EPS Award) — the percentage increase in earnings per share of Lloyds Banking
Group plc (on a compound annualised basis) over the relevant period needed to be at least an average of 6
percentage points per annum greater than the percentage increase (If any) in the Retail Price Index over the same
penod If it was less than 3 per cent per annum the EPS Award would lapse If the increase was more than 3 per
cent but less than 6 per cent per annum then the praportion of shares released would be on a straight ine basis
between 17 5 per cent and 100 per cent The relevant penod commenced on 1 January 2007 and ended on 31
December 2009

() For the other 50 per cent of the award (the TSR Award) — 1t was necessary for Lioyds Banking Group pic's total
shareholder retumn (calculated by reference to both dvidends and growth in share price) to exceed the median of a
comparator group (14 companies) over the relevant penod by an average of 7 5 per cent per annum for the TSR
Award to vest i full 175 per cent of the TSR Award would vest where Lioyds Banking Group plc's total
shareholder return was equal to median and vesting would occur on a straight ine basis in between these ponts
Where Lloyds Banking Group plc’s total shareholder return was below the median of the comparator group, the
TSR Award would lapse The relevant period commenced on 8 March 2007 and ended on 7 March 2010

As a consequence of the acquisition of HBOS and the general marketl turmoil, in March 2009 the Remuneration
Committee decided that the performance test for the 2007 awards should be based on the performance of Lloyds
Banking Group plc up to 17 September 2008, the date prior to the announcement of the HBOS acquisition The
performance test was on a farr value basis, on the estimated probability, as at that date, of achieving the performance
conditions

The performance conditions for awards made In March, April and August 2008 are as follows

()  For 50 per cent of the award (the EPS Award) — the performance condition i1s as descnbed for the 2007 awards with
the relevant performance period commencing on 1 January 2008 and ending on 31 December 2010

(p  For the other 50 per cent of the award (the TSR Award) — the performance condition 1s as descnbed for the 2007
awards, except that the comparator group comprises of 13 companies, with the relevant performance penod
commencing on 6 March 2008 (the date of the first award} and ending on 5 March 2011

The current LTIP rules allow for awards to be made of up to 400 per cent of base salary Under normal crcumstances
awards are made of 300 per cent of salary with the additional 100 per cent available for arcumstances that the
Remuneration Committee deems to be exceptional In 2008, awards were made of 375 per cent of base salary to the
chief executive and two of the Executive Directors for retention purposes, and in hght of data reviewed by the commuttee
which showed total remuneration to be behind median both for the FTSE 20, and the other major UK banks
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As for the 2007 LTIP awards, as a consequence of the acquisiion of HBOS and the general market turmoil, in March
2009 the Remuneration Committee decided that the performance test for the 2008 awards should be based on the
performance of Lloyds Banking Group plc up to 17 September 2008, the date pnor to the announcement of the HBOS
acquisiion The performance test was on a fair value basis, on the estimated probability, as at that date, of achieving the
performance conditions

The performance conditions for awards made i Apnil, May and Sepiember 2009 are as follows

EPS relevant to 50 per cent of the award Performance will be measured on the extent to which the growth in EPS
achieves cumulative EPS targets over the three-year period

Economic Profit relevant to 50 per cent of the award Performance will be measured based on the extent to which
cumulative Economic Profit targets are achieved over the three-year penod

An additional discretionary award was made in Apnl, May and September 2009 The performance conditions for those
awards are as follows

Synergy savings The release of 50 per cent of the shares will be dependent on the achievement of target run-rate
synergy savings in 2009 and 2010 as well as the achievement of sustainable synergy savings of at least £1 5 ihon by
the end of 2011 The award will be broken down into three equally weighted annual tranches Performance will be
assessed at the end of each year against annual performance targets based on a trajectory to meet the 2011 target The
extent to which targets have been achieved will determine the proportion of shares to be banked each year Any release
of shares will be subject to the Remuneration Committee judging the overall success of the delivery of the integration
programme

Integration balanced scorecard The release of the remaining 50 per cent of the shares will be dependent on the
outcome of a Balanced Scorecard of non-financial measures of the success of the integration in each of 2009, 2010 and
2041 The Balanced scorecard element will be broken down into three equally weighted tranches The tranches will be
crystallised and banked for each year of the performance cycle subject to separate annual performance targets across
the four measurement categories of Building the Business, Customer, Risk and People and Organisation Development

The performance conditions for awards made in March and August 2010 are as follows

EPS relevant to 50 per cent of the award Performance will be measured based on absolute improvement n adjusted
EPS over the three financial years starting on 1 January 2010 relative to an adjusted fully diluted 2009 EPS base

Economic Profit relevant to 50 per cent of the award Performance will be measured based on the compound annual
growth rate of adjusted Economic Profit over the three financial years starting on 1 January 2010 relative to an adjusted
2009 Economic Profit base

Performance share plan

Under the performance share plan, introduced during 2005, participating executives would have been ehgible for an
award of free shares, known as perfarmance shares, to match the bonus shares awarded as part of their 2004 and 2005
bonus The maximum match was two performance shares for each bonus share, awarded at the end of a three year
period The actual number of shares which would have been awarded was dependent on Lloyds Banking Group plc's
total shareholder retum performance measured over a three year period, compared to other compamies In the
comparater group The maximurn of two performance shares for each bonus share would have been awarded oniy if
Lioyds Banking Group pic's total shareholder retum performance placed 1t first in the comparator group, one performance
share for each bonus share would have been granted if Lloyds Banking Group plc was placed fifth, and one performance
share for every two bonus shares If Lloyds Banking Group plc was placed eighth (median) Between first and fifth
position, and fifth and eighth position, shiding scales would have apphed If the total shareholder return performance was
below median, no performance shares would have been awarded There was no retest Whilst income tax and national
insurance was deducted from the bonus before deferral into the plan, where a match of performance shares was
justified, these shares would have been awarded as if ncome tax and national insurance had not been deducted
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Share incentive plan
Free shares

An award of shares may be made annually to employees based on a percentage of each employee’s salary in the
preceding year up to a maximum of £3,000 The percentage is normally announced concurrently with Lloyds Banking
Group pic's annual results and the price of the shares awarded 1s announced at the time of award The shares awarded
are held in irust for a mandatory penod of three years on the employee’s behalf, dunng which perniod the employee s
entitled to any dwvidends paid on such shares The award I1s subject to a non-market based condition If an employee
leaves the Lloyds Banking Group within this three year penod for other than a ‘good’ reason, all of the shares awarded
will be forfeited

No free shares were awarded in 2009 or 2010
Matching shares

Lloyds Banking Group plc undertakes to match shares purchased by employees up to the value of £30 per month, these
shares are held in trust for a mandatory period of three years on the employees’ behalf, during which penod the
employee is entitled to any dividends paid on such shares The award 1s subject to a non-market based condition 1f an
employee leaves within this three year period for other than a 'good’ reason, 100 per cent of the matching shares are
forfeited Similarly if the employees sell their purchased shares within three years, therr matching shares are forfeited

The number of shares awarded relating to matching shares in 2010 was 17,414,651 (2009 16,746,310), with an average
fair value of £0 63 (2009 £0 69), based on market prices at the date of award

Other iInformation

The charge made 1o the income statement represents the Company's share of the cost of the above schemes This
charge has been allocated to the Company based on the number of the Company's employees who participate in the
above schemes It 1s not practicable for the Company to provide information regarding the ranges of exercise prices,
weighted average exercise pnces, weighted average remaining contractual life information and the number of options
outstanding that 1s specific to the Company's employees without incurnng significant addshonal cost

Full detalls of the ranges of exercise pnces, weighted average exercise pnces, weighted average remaining contractual
Iife information and number of options outstanding for the above schemes overall can be found in the 2010 annua! report
and accounts of the Company's ultimate parent company Coptes of the ultimate parent company's 2010 annual report
and accounts may be obtaned from the Company Secretary's Department, Lloyds Banking Group pic, 25 Gresham
Street, London, EC2V 7THN

22 Operating lease commitments relating to prope

The future aggregated mimimum lease payments under non-cancellable operating leases relating to property are

as follows
2010 2009
£'000 £'000
Due within one year 1,330 1,662
Due between one and five years 5,011 4,681
Due beyond five years 5,856 6,974
12,197 13,317

Operating lease payments made during the year amount to £2,195,000 (2009 £2,585,000), sublease payments
recevable during the year amount to £84,000 (2009 £08,000) Total future sublease payments receivable
relating to the above operating leases amounted 1o £276,000 (2009 £240,000)

23 Capital commitments

There 1s no capttal expenditure that has been committed but not prowded for (2009 E£nil)
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Commitments and contingent habilities

2010 2009

£000 £'000

Commitments to lend 46,427 39,984
Total commitments 46,427 39,084

Commitments to lend relate to guarantees given by the Company to third parties 1n respect of bank overdrafts and
syndicated lending The Company also has undrawn facilities of £1,096,025,000 relating to amounts clents have
yet to draw down from their invoice finance current accounts

The Company has commiments of £40,057,000 (2009 £32,188,000) In respect of guarantees to group
undertakings

25 Ultimate parent undertaking

26

27

The Company's immediate parent company is Lloyds TSB Bank Plc The company regarded by the directors as
the ultimate parent company is Lloyds Banking Group plc, a hmited liability company incorporated and domiciled
in Scotland, which 1s also the parent undertaking of the largest group of undertakings for which group accounts
are drawn up and of which the Company i1s a member Lioyds TSB Bank Plc 1s the parent undertaking of the
smallest such group of undertakings Copies of the group accounts of both companies may be cbtained from
Group Secretanat, Lloyds Banking Group plc, 25 Gresham Street, London EC2V 7HN

Dividends per share

On 17 May 2010, an intenm dividend of 29 67p per share amounting to a total of £30,000,000 was resolved On
13 September 2010, a further intenm dividend of 23 00p per share amounting to a total of £23,250,000 was
resolved Hence intenm dividends paid in 2010 total £53,250,000 (2009 £27.000,000)

Related party transactions

A number of transactions are entered into with related parties in the normal course of business These include
loans, recharges and expense transactions The outstanding balances at the year end, and related expense and
income for the year are as follows

2010 2009
£000 £000
Cash at bank and in hand {amounts included in note 15)
Lloyds TSB Bank plc 34,552 11,720
HBOS plc 48,978 84,132
83,530 95,852
Creditors outstanding at 34 December (see note 17)
Lloyds TSB Bank plc {2,592,379) {2,446,886)
HBOS plc (3,283) (502)
Lloyds TSB Commercial Finance Scotland Limited {4,366) (5,939)
Ltoyds UDT Limited (221,414) {206,545)
Lioyds TSB Scotland plc - -
Other fellow LBG group undertakings {14,514) (14,514)
{2,835,956) (2,674,386)
Interest expense {see note 7)
Lloyds TSB Bank plc 14,094 21,540
Lloyds TSB Commercial Finance Scotland Limited - 131
Lloyds UDT Limited 6,798 7,993
Lloyds TSB Scotland plc 499 406
21,391 30,070
Management fees payable (see note 5)
Lioyds TSB Commercial Finance Scotiand Limited - 3,108
Lioyds UDT Limited 1,442 1,851
1,442 4,959
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Related party transactions (continued)

2010 2009
£000 £000

Recharge of costs {see note 6}
Lloyds TSB Bank pic 4,696 4,764
Lloyds TSB Commercial Finance Scotland bimited 1,080 8561
5,776 5,615

Lloyds TSB Bank pic 1s the parent company, whilst Lioyds TSB Commercial Finance Scotland, Lloyds uDT
Limited and Lloyds TSB Scotland plc are fellow subsidianes

Included n other administrative expenses 1s an amount of £7,724,000 (2009 £4,689,000) relating to costs
recharged by Lloyds TSB Bank plc to the Company In relation to shared services There were no other related-
party transactions with the ultimate parent company or with the parent company, Lloyds TSB Bank plg, other than
the payment of dividends on ordinary shares

Directors and key management personnel

The remuneration of directors is set out in note 4 The directors consider that there are no other key management
personnel Key management personnel are those persons having authonty and responsibility for planning and
controlling the activities of the company Accordingly, key management comprise the directors of the company
and the members of the Lloyds Banking Group plc board which comprnises the statutory directors of that company
and certain other senior management

Financial risk management

The Company's activifies are principaily related to the use of financial instruments However, the Company does
not trade In financial Instruments, nor does it use denvatives

Lending actvity 1s largely in the form of advances to customers The Company seeks to maximise margins on all
products whilst mamntaining 1its long-standing commitment of interest rate consistency to customers The
Company's other pnncipal financial instruments are amounts to and from Group companies, which are used to
finance the Company’s fending business

The Company's policies expose It to a vanety of financial nsks credit nsk, lquidity nsk and interest-rate nsk  The
company 1s also exposed to foreign currency nsk ansing from the investment In s overseas operations The
Company's overall nsk management programme focuses on the unpredictabilty of financial markets and seeks to
minimise potential adverse effects on the Company's financial performance

Responsibility for the control of overall nisk withn the Company lies with the Board of Directors However as the
Company’s funding 1s provided and managed on behalf of the Company by Its parent Lloyds Banking Group plc,
the interest rate and the bquidity nsk faced by the company 1s in substance managed and borne by its parent A
description of the financial assets, llabivties and associated accounting 1s shown in note 1

Credit nsk

Credit risk 1s the nisk that a counterparty will be unable to pay amounts in full when due Impairment provisions
are provided for losses that have been incurred at the statement of financial posiion date

Credit nsk 1s managed through the apphcation of strict underwnting cntena Significant credit exposures are
measured and reported on a regular basis
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Financial nsk management {continued}

Credit nisk {continued)
Credit concentration

The Company lends to commercial customers geographically located within the United Kingdom, freland and
Germany

Loans and advances to customers — maximum exposure

31 December 2010

£'000

Neither past due nor impaired 2,919,922
Past due but not impaired 2,071
Impaired 127,058
Gross exposure — loans and advances 3,049,051
Commitments to lend (see note 24) 46,427
Maximum credit exposure 3,085,478
Loans and advances to customers — maximum exposure
31 December 2009

£000
Nenther past due nor impasred 2,723,002
Past due but not impaired 3,795
Imparred 117,175
Gross exposure — loans and advances 2,843,972
Commitments to lend {see note 24) 39,984
Maximum credit exposure 2,883,956
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Loans and advances to customers which are neither past due nor impatred

31 December 2010 £000
Good quality 571
Satisfactory quality 1,634,362
Lower quality 1,241,439
Below standard, but not impaired 43,550
Total 2,919,922
31 December 2009 £'000
Good qualty 77,100
Satisfactory quaty 1,814,087
Lower quality 790,823
Below standard, but not impaired 40,892
Total 2,723,002

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

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

2010 2009
£000 £'000
Past due up to 30 days 1,740 3,139
Past due up to 30-60 days 170 403
Past due over 90 days 161 253
Total 2,071 3,795
Past due 1s defined as fallure to make a payment when i falls due
Allowance for loans and advances to customers which are impaired
20610 2009
Total Total
£'000 £'000
Balance at 1 January (93,397) (29,267}
imparment allowances transferred with HBOS business - (29,534)
Exchange and other adjustments 15 {9
Advances wrtten off, net of recovenes 17,838 7,366
Notional income 268 184
Charge to statement of comprehensive income (23,579) (42,137)
At 31 December {98,755) (93,397}

The cntena used to determine whether there 1s objective evidence of imparment are disclosed in Note 1))
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Credit nsk (continued)
Renegotiated loans and advances to customers

Dunng the year the Company renegotiated no loans and advances to customers, which would otherwise have
been past due or impaired

Repossessed collateral

Repossessed collateral relates to the Company's legal nght to repossess assets whereby customers have
defaulted on the terms of agreements The Company's night fo repossess assets I1s established through signed
agreements and by law

At year end held by agents on the Company's behalf was repossessed collateral of £4,449,000 (2009
£5,671,000) In respect of defaulted debt The Company does not take physical possession of any collateral,
instead 1t uses agents to realise 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 otherwise dealt with in accordance with
appropnate insolvency regulations

Liquidity nsk

Liquidity nsk s the nsk that the Company s unable to meet its obhgations as they fall due To manage this nsk
extensive borrowing faciliies are available from within the Lloyds Banking Group

Liquidity risks are managed as part of the Lloyds Banking Group by the iniermechate parent company, Lloyds
Banking Group plc, in consultation with the board of directors

The Company 1s funded on an ongoing basis entirely by companies within Lloyds Banking Group Such funding
1s technically repayable within three months, although there 1s no expectatien that such a demand would be
made Al other financial iabilites are repayable on demand

Interest rate risk

Interest rate nsk Is the nsk of financial loss as a result of adverse movements in interest rates, and anses largely
because of tming differences between the re-pncing of financial assets and habilities

Through inter-company funding arrangements, the Company has effectively transferred its exposure to changes
In interest rates to Lloyds Banking Group plc  The exposure and impact of substantial interest rate movements to
the Company is imited

The Commercial Finance treasury team continues to closely monitor the movement in interest rates to ensure a
close alignment 1s maintained between the cost of funding and borrowing

Foreign currency exchange rate risk

Foreign currency exchange rate nsk 1s the nsk of financial loss as a result of adverse movements In foreign
exchange rates when translating financial assets and habilities denominated in foreign currencies into sterling

The Company manages foreign currency exchange rate rnisk by borrowing in the same currency that it lends to is
customers to minimise exposure (1e it matches cumency assets and habilites) Foreign currency balances are
monitored closely and currency exposures eliminated regularly to minimise foreign exchange nsk As at 31
December 2010, lending denominated in foreign currencies totalled £1 57,000,000 (2009 £167,000,000)
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Financial instruments include financial assets and financial habilthes The fair value of a financial instrument 1s the
amount at which the instrument could be exchanged in a current transaction between willing parties, other than in
a forced or iquidation sale

Financial nstruments In this context are loans and advances to customers and borrowed funds from Group
companies The accounting policy for such financial instruments s explained m note 1 These preducts are
accounted for on an amortised cost basis and no financial instruments use fair value accounting

The Company provides loans and advances to commercial and corporate customers at both fixed and vanable
rates The carrying value of the variable rate loans and those relating to hire purchase financing 1s assumed to be
therr far value The aggregated far value of loans and advances to customers relating to hire purchase 1s
approximately £239,947,000 (2009 £224 137,000) Farr value 1s principally estimated by discounting anticipated
cash flows (including interest at contractual rates} at market rates for similar loans offered by other financial
institutions

The aggregated far value of loans and advances to customers, excluding those relating to hire purchase is
approximately £2 8 billion (2009 £2 6 bilhon}

Capital management

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, ndirectly, to support the Lloyds Banking Group's regulatory capital requirements

The Company's parent manages the Company’s capital structure and advises the Board to consider making
adjustments to 1t in the ight of changes in economic conditions and the nsk charactenstics of the underlying
assets In order to mantain or adjust the capital structure, the Company’s parent may adjust the amount of
dividends to be paid to shareholders, return capital 1o shareholders, 1ssue new shares, or sell assets

The Company's capital comprises all components of equity, movements in which appear in the statement of
changes in equity on page 9 The Company receives its funding requirements from its parent and does not raise
funding externally

Future developments

The following pronouncements wili be relevant to the Company but were not effective at 31 December 2010 and
have not been applied in prepanng these financial statements The full impact of these accounting changes s
being assessed by the Company

Pronouncement Nature of change IASB effective date
Amendment to I1AS 32 Financial Requires nghts 1ssues denominated in a currency Annual periods
Instruments Presentation — other than the functional currency of the i1ssuer to beginming on or
‘Classification of Rights Issues’  be classified as equity regardless of the currency in after 1 February
which the exercise price 1s denominated 2010
Improvements to IFRSs Sets out minor amendments to IFRS standards as Dealt with on a
{issued May 2010) part of annual improvements process standard by

standard basis but
not earlier than
annual periods
beginning on or
after 1 July 2010

37




LLOYDS TSB COMMERCIAL FINANCE LIMITED
Notes to the financial statements (continued)

For the year ended 31 December 2010

30

Future developments (continued)

IFRIC 19 Extinguishing

Financial Liabilities with Equity

Instruments

Clarifies that when an entity renegohates the terms
of s debt with the result that the hLability 1s
extinguished by the debtor 1ssuing its own equity
instruments to the credtor, a gamn or loss IS
recognised in profit or loss representng the
difference between the carrying value of the
financial habiity and the far value of the equity
instruments 1ssued, the far value of the financial
kability 1s used to measure the gan or loss where
the far value of the equity instruments cannot be
reliably measured This interpretation 1s consistent
with the Group's existing accounting policy

Annual penods
beginning on or
after 1 July 2010

Amendment to IFRIC 14
Prepayments of a Mimmum
Funding Requrement

Applies when an entity 1s subject to mimmum
funding requirements In respect of s defined
benefit plans and makes an early payment of
contributions to cover those requirements and
permits such an entity to treat the benefit of such
an early payment as an asset

Annual penocds
beginming on or
after 1 January
2011

1AS24 Related Party
Disclosures 1

Simplifies the defimtion of a related party and
provides a partial exemption from the disclosure
requirements for government related entities

Annual penods
beginning on or
after 1 January
2011

Amendments to IFRS 7
Financial Instruments
Disclosures — 'Disclosures-

Transfers of Financial Assets’

Reguires additional disclosures in respect of nsk
exposures ansing from transferred financial assets

Annual penods
beginning on or
after 1 July 2011

Amendments to IAS 12 Income

Taxes — ‘Deferred Tax

Recovery of Underlying Assets’

Introduces a reputable presumption that investment
property measured at far value 15 recovered
entirely through sale and that deferred tax In
respect of such Investment property 1s recognised
on that basis

Annual penods
beginning

on or after 1
January 2012

IFRS 9 Financial Instruments
Classification and Measurement

1

Simplifies the way entites will classify financial
assets and reduces the number of classification
categones to two, fair value and amortised cost
The existing avaslable-for-sale and held-to-maturity
categones have been elimmated Classification
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

Annual penods
beginning on or
after 1 January
2013

1 IFRS 9 1s the initial stage of the project to replace IAS 39 Future stages are expected to result in amendments to IFRS 9 to deal with changes to the
impairment of financial assets measured at amortised cost and hedge accounting Until all stages of the replacement project are cornplete, it 1s not
possible to determine the overall impact on the financial statements of the replacement of IAS 39 The effective date of the standard 1s annual periods
beginning on or after 1 January 2013

At the date of this report, IFRS 9, Improvements to IFRSs (issued May 2010), the Amendments to IFRS 7 and the
Amendments to 1AS 12 are awarting EU endorsement
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