HILL SAMUEL INVESTMENTS LIMITED

REPORT AND ACCOUNTS

FOR THE PERIOD ENDED

31 DECEMBER 2012

|

A

COMPANIES HOUSE

A1

Company registration no. 1084304
Incorporated in England and Wales




¢
HILL SAMUEL INVESTMENTS LIMITED

\

REPORT AND ACCOUNTS
For the penod ended 31 December 2012

Registered m England & Wales Company No 1084304

Registered office 25 Gresham Street, London, EC2V 7HN.

DIRECTORS

RGM Conway

A K Goldsrth

PN Pitale

P M Woodbury resigned as director of the Company on 13th June 2012
COMPANY SECRETARY

SN Slattery




HILL SAMUEL INVESTMENTS LIMITED

CONTENTS
Page

Directors' Report 3
Independent Auditors' Report 5
Statement of Comprehensive Income 7
Balance Sheet 8
Statement of Changes in Equity 9
Cash Flow Statement 10
Notes to the Financial Statements 3!




'
L

HILL SAMUEL INVESTMENTS LIMITED ("'the Company'")

v

DIRECTORS' REPORT
For the penod ended 31 December 2012

The directors present their report and the audited financial statements of the Company for the period ended 31 December
2012

BUSINESS REVIEW AND PRINCIPAL ACTIVITY

The Company's principal activity 1s to carry on the business of an investment holding company There have been no
changes 1n the nature of the Company’s operations during the period and no change 15 expected in the foreseeable future

The Company changed its accounting reference date 1 2012 from 18 December to 31 December The comparatives
represent the period 19 December 2010 to 18 December 2011 and the current period represents 19 December 2011 to 31
December 2012

The profit after taxation for the penod of £9,992,000 (2011 £9,599,000) 15 set out in the Statement of Comprehensive
Income on page 7

The Company paid no dividends during the period (2011 £48,000,000)
PRINCIPAL RISKS AND UNCERTAINTIES

From the perspective of the Company, the principal nsks and uncertainties are integrated with the principal nisks of Lloyds
Banking Group, the ultimate parent of the Company, and are not managed separately Full disclosure of the Company's
financial nsk management objectives and policies are given in note 11 to the financial statements

KEY PERFORMANCE INDICATORS ("KPis")

Grven the straightforward nature of the business, the Company’s directors are of the opmnton that analysis using key
performance indicators 1s not necessary for an understanding of the development, performance or position of the business

DIRECTORS

The names of the directors of the Company, all of whom, except P M Woodbury, served throughout the period and up to
the date of signing the financial statements are shown on page 1

DIRECTORS’ INDEMNITIES

The directors have the benefit of a deed of indemmity which constitutes a "qualifying third party indemnaty provision”
These deeds are m force during the whole of the financial year (or from the date of appointment 1n respect of the directors
who jomn the board during the financial year) The indemnities remain in force at the date of signing these financial
statements Deeds for existing directors are available for inspection at the registered office of Lloyds Banking Group plc

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for preparing the directors' report and the financial statements 1n accordance with applicable
law and regulations

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

. select suitable accounting policies and then apply them consistently,

. make judgements and accounting estimates that are reasonable and prudent,
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HILL SAMUEL INVESTMENTS LIMITED

DIRECTORS' REPORT (CONTINUED)
For the period ended 31 December 2012

STATEMENT OF DIRECTORS' RESPONSIBILITIES (CONTINUED)

. state whether applicable IFRSs as adopted by the European Umon have been followed, subject to any
matenal departures disclosed and explamned 1n the financial statements, and

. prepare the financial statements on the gomg concern basis unless 1t 15 mappropnate to presume that the
Company will continue in business

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

Each of the directors, whose names are histed on page 1 confirm that, to the best of their knowledge
. the financial statements, which have been prepared m accordance with IFRSs as adopted by the European
Union, give a true and fair view of the assets, habilities, financial position and profit or loss of the
Company, and
. the directors’ report contained above includes a fair review of the development and performance of the
business and the position of the Company, together with a description of the principal risks and
uncertamties that 1t faces
INDEPENDENT AUDITORS AND AUDIT INFORMATION
Each director 1n office at the date of this report confirms that, so far as the director 1s aware, there 1s no relevant audit
mformation of which the Company’s auditors are unaware and each director has taken all the steps that he or she ought to
have taken as a director in order to make himself or herself aware of any relevant audit information and to establish that the

Company’s auditors are aware of that mformation

This confirmatien 1s given, and should be interpreted, in accordance with the provisions of section 418 of the Compames
Act 2006

PricewaterhouseCoopers LLP are deemed to be re-appomted as auditors under section 487(2) of the Compames Act 2006

On behalf of the board

el

PN Pntale
Darector

Date 10 June 2013

Incorporated and domiciled 1n England and Wales Company No 1084304
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HILL SAMUEL INVESTMENTS LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF HILL SAMUEL INVESTMENTS
LIMITED
For the period ended 31 December 2012

We have audited the financial statements of Hill Samuel Investments Limited for the period ended 31 December 2012
which compnise the Balance Sheet, the Statement of Comprehensive Income, the Statement of Cash Flow, the Statement of
Changes i Equity and the related notes The financial reporting framework that has been applied 1n their preparation 1s
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union

Respective responsibihties of directors and auditors

As explained more fully in the Statement of Directors® Responsibilities set out on pages 3-4, 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
1§ to audit and express an opinion on the financial statements m accordance with applicable law and International Standards
on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s Ethical Standards
for Auditors

This report, including the opimons, has been prepared for and only for the company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose  We do not, in giving these opinions, accept
or assume respensibility for any other purpose or 1o 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 audit mmvolves obtaiming evidence about the amounts and disclosures i the financial statements sufficient to give
reasonhable assurance that the financial statements are free from material misstatement, whether caused by fraud or error
This includes an assessment of whether the accounting pelicies are appropriate to the company’s circumstances and have
been consistently apphed and adequately disclosed, the reasonableness of significant accounting estimates made by the
directors, and the overall presentation of the financial statements In addition, we read all the financial and non-financial
information 1 the Report and Accounts to dentify material meonsistencies with the audited financial statements If we
become aware of any apparent material misstatements or inconsistencies we consider the implications for our report

Opimon on financial statements
In our opnion the financial statements

. give z true and fair view of the state of the company’s affairs as at 31 December 2012 and of 1ts profit and cash
flows for the year then ended,

. have been properly prepared 1 accordance with IFRSs as adopted by the European Union, and
. have been prepared 1n accordance with the requirements of the Cornpanies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opinton the information given m the Directors’ Report for the financial year for which the financial statements are
prepared 1s consistent with the financial statements




HILL SAMUEL INVESTMENTS LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF HILL SAMUEL INVESTMENTS
LIMITED (CONTINUED)
For the period ended 31 December 2012

Matters on which we are required to report by exception

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

10 our opmion

. adequate accounting records have not been Kept, or returns adequate for our audit have not been received from
branches not visited by us, or

. the financial statements are not 1n agreement with the accounting records and returns, or
. certain disclosures of directors’ remuneration specified by law are not made, or
. we have not received all the information and explanations we require for our audit

L ard

Kenneth Yam Q&;ol QWV) Mf"‘()

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

7 More London Riverside, London

SE1 2RT

Date

\\ Tu-u ,OOI’B




HILL SAMUEL INVESTMENTS LIMITED

STATEMENT OF COMPREHENSIVE INCOME
For the peried ended 31 December 2012

Period ended Year ended

31 December 2012 18 December 2011

Note £'000 £000

Interest and similar mcome 3 13,278 13,065
Interest and similar expense 3 29) -
Net interest income 3 13,249 13,065

Operating expense 4 ) {3)
Profit before taxation 13,244 13,060

Taxation 5 (3,252) (3.461)

Profit for the period 9.992 9,599

Total comprehensive income for the period 9.992 9,599

All activities are continuing The Company has no recognised gains and losses other than those inciuded in the results
above

The accompanying notes on page 11 to 21 are an ntegral part of the financial statements




HILL SAMUEL INVESTMENTS LIMITED

BALANCE SHEET
As at 31 December 2012
As at As at
31 December 2012 18 December 2011
Note £'000 £000
Assets
Current assets
Amounts owed by immediate parent company 10 2,030,035 2,015,892
Other current assets 6 384 1,249
Cash and cash equivalents 10 - 72
Total current assets 2.030.419 2.017.213
Total assets - 2030419 2,017,213
Liabilities
Current habilities
Bank overdraft 10 8,985 -
Current tax habihities 7 6,713 12,489
Other current Liabilities 8 20 15
Total liabilities 15,718 12,504
Equty
Share capital 9 2,000,000 2,000,000
Retained earnings 14,701 4.709
Total equity 2.014,70% 2.004.709
Total habilities and equity 2,030,419 2,017,213

The directors approved the accounts on pages 11 to 21 on the date of 10 June 2013

Rk

PN Pitale
Director

Date 10 June 2013

The accompanyng notes on page 11 to 21 form an integral part of the financial statements




HILL SAMUEL INVESTMENTS LIMITED

STATEMENT OF CHANGES IN EQUITY
For the period ended 31 December 2012

Share Capital  Retamned Earnings Total

£'000 £'000 £'000

Balance at 19 December 2010 2,000,000 43,110 2,043,110
Profit and total comprehensive income for the

year - 9,599 9,599

Dividends paid - (48.000) {48.000)

Balance at 18 December 2011 2,000,000 4,709 2,004,709
Profit and total comprehensive income for the

peniod - 9.992 9,992

Balance at 31 December 2012 2,000,000 14,70) 2,014,701

The accompanying notes on page 11 to 21 are an integral part of the financial statements




HILL SAMUEL INVESTMENTS LIMETED

CASH FLOW STATEMENT
For the period ended 31 December 2012

Note
Cash flows from operating activities
Profit before taxation
Adjustment for
Interest mcome 3
Interest expense 3
Operating profit before working capital changes
Increase in other current assets 6
Increase in other current hiabilities 8
Taxation paid
Net cash (used in)/generated from operating activities

Cash flows from investing activities

Interest received

Advanced to immediate parent company 10
Repayment by immediate parent company 10
Net cash generated from investing activities

Cash flows from financing activities
Dividends paid

Interest paid

Net cash used in financing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the period 10

19 December 2011 to 19 December 2010 to
31 December 2012 18 December 2011
£'000 £'000
13,244 13,060
(13,278) (10)
29 -
&) 13,050
- (252)
5 5
(2.028) -
{9,028) 12.803
14,143 10
(14,143) (12,809)
- 48,000
- 35.201
- (48,000)
29) -
29 (48,000
{9,057) 4
72 68
(8,985) 72

The accompanying notes on page 11 to 21 form an integral part of the financial statements

10




HILL SAMUEL INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the period ended 31 December 2012

1 ACCOUNTING POLICIES

BASIS OF PREPARATION

The financial statements have been prepared on a going concern basis under the historical cost convention in comphance
with the requirements of the Companies Act 2006 and 1n accordance with the apphcable International Financial Reporting
Standards (“IFRS”) as adopted by the European Umion

The principal accounting policies apphed n the preparation of these financial statements are set out below These policies
have been applied consistently for each of the periods presented, unless otherwise stated

The preparation of the financial statements necessarily requires the exercise of judgment both i the application of
accounting pohicies which are set out i the sections below and 1n the selection of assumptions used in the calculation of
estimates These estimates and judgments are reviewed on an ongoing basis and are continually evaluated based on
historical experience and other factors Actual results may differ from these estimates

The following proncuncements were effective during the year but not relevant to the Company

Pronouncement
Amendment to IAS 1, ‘Financial

Nature of change
The main change resulting from these

stalement presentation’, regarding amendments 15 a requirement for entities to

other comprehensive income

Amendment to IAS 12, Income
taxes', on deferred tax

group items  presented m  ‘other
comprehensive income’ (OCI) on the basts of
whether they are potentially reclassifiable to
profit or loss subsequently (reclassification
adjustments) The amendments do not
address which items are presented in OCI

Currently IAS 12, 'Income taxes', requires an
ennity to measure the deferred tax relating to
an asset depending on whether the entity
expects to recover the carrying amount of the
asset through use or sale This amendment
introduces an exception to the existing
principle for the measurement of deferred tax
assets or liabilihies arising on investment
property measured at far value As a result
of the amendments, SIC 21, 'Income taxes
recovery of revalued non depreciable assets’,
would no longer apply to 1nvestment
properties carmed at far value The
amendments also incorporate into IAS 12 the
remaming guidance previously contamned in
S1C 21, which 1s accordingly withdrawn

11

IASE effective date
1 July 2012

1 January 2012 (not endorsed by the
European Umon at the time of going to
print)




HILL SAMUEL INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the penod ended 31 December 2012

1. ACCOUNTING POLICIES (CONTINUED)

The following pronouncements will be relevant to the Company but were not effective as at 31 December 2012

Pronouncement
Amendment to IFRS 7, ‘Financial

Nature of change
This amendment includes new disclosures to

mstruments Disclosures’, on asset facilitate comparison between those entities

and hability offsetting

IFRS 12 Disclosure of Interests i
other entities

IFRS 13, "Fair Value
Measurement'

Amendment to IAS 32, ‘Financial
mstruments Presentation’, on
asset and liability offsetting

IFRS 9, ‘Financial instruments’

that prepare IFRS financial statements to
those that prepare financial statements m
accordance with US GAAP

IFRS 12  ncludes the  disclosure
requirements for all forms of interests n
other entities, including jomnt arrangements,
assoctates, special purpose vehicles and
other off balance sheet vehicles

IFRS 13 aims to improve consistency and
reduce complexity by providing a precise
defimition of far value and a single source of
farr value measurement and disclosure
requrements for use across IFRSs The
requirements, which are largely aligned
between IFRS and US GAAP, do not extend
the use of fair value accounting but provide
gwdance on how 1t should be applied where
its use 15 already required or permitted by
other standards within IFRSs or US GAAP

These amendments are to the apphcation
guidance n [AS 32, ‘Financial mstruments
Presentation’, and clanfy some of the
requirements for offsetting financial assets
and financial habilities on the balance sheet

IFRS 9 15 the first standard 1ssued as part of a
wider project to replace IAS 39 IFRS 9
retans  but  simphfies the mxed
measurement model and establishes two
primary  measurement  categonies  for
financtal assets amortised cost and far
value The basis of classification depends on
the entity’s business model and the
contractual cash flow charactenstics of the
financial asset The guirdance i IAS 39 on
mmparrment of financial assets and hedge
accounting continues to apply

TASB effective date

1 January 2013

1 January 2013

1 January 2013

1 January 2014

1 January 2015

The following pronouncements will not be relevant to the Company and were not effective as at 31 December 2012

Pronouncement
Amendment to 1AS 19,
‘Employee benefits'

Nature of change
These amendments eliminate the comdor

approach and calculate finance costs on a net
funding basis

12

TASB effective date
I January 2013
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HILL SAMUEL INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the penod ended 31 December 2012

1. ACCOUNTING POLICIES (CONTINUED)

Amendment to IFRS 1, ‘First time This amendment addresses how a first time

adoption’, on government loans

Amendment to IFRSs 10, 11 and
12 on transition guidance

[FRS 10’ Consohdated Financial
Statements'

IAS 27 (revised 2011), *Separate
financial statements’

adopter would account for a government
loan with a below market rate of mterest
when transitioning to IFRS It also adds an
exception to the retrospective application of
IFRS, which provides the same rehef to first
time adopters granted to existing preparers of
IFRS financial statements when the
requirement was incorporated into IAS 20
2008

These amendments provide additional
transition relief to IFRSs 10, 11 and 12,
Imiting the requirement to provide adjusted
comparative information to only the
preceding  comparative  penod For
disclosures related to unconsolidated
structured entities, the amendments wll
remove the requirement to present
comparative information for periods before
IFRS 12 1s first applied

The objective of IFRS 10 1s to establish
principles  for the presentahon and
preparation of conschdated financial
statements when an entity controls one or
more other entity (an entity that controls one
or more other enfities) to present
consolidated financial statements It defines
the principle of control, and establishes
controls as the basis for consohidation It sets
out how to apply the principle of control to
identify whether an investor controls an
mvestee and therefore must consolidate the
mmvestee It also sets out the accounting
requrements for the preparation of
consolidated financial statements

IAS 27 (revised 2011) includes the

requirements relating to separate financial
statements

13

| January 2013

1 January 2013

1 January 2013

1 January 2013




HILL SAMUEL INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the penod ended 31 December 2012

1. ACCOUNTING POLICIES (CONTINUED)

IFRS 11, ‘Jont arrangements’ IFRS 11 1s a more reahstic reflection of joint 1 January 2013
arrangements by focusing on the nghts and
obhigations of the parties to the arrangement
rather than s legal form There are two
types of joint arrangement jomt operations
and jomnt ventures Jomt operations arise
where a joint operator has rights to the assets
and obligations relating to the arrangement
and therefore accounts for its share of assets,
habihties, revenue and expenses Jomnt
ventures arise where the jont venturer has
nghts to the net assets of the arrangement
and therefore equity accounts for 1ts interest
Proportional consolidation of jont ventures
1s no longer allowed

IAS 28 (revised 2011), IAS 28 (revised 2011) includes the 1 January 2013
‘Associates and jomnt ventures’  requirements for associates and jomt

ventures that have to be equity accounted

following the 1ssue of IFRS 11

IFRIC 20, ‘Strippmng costs inthe This interpretation sets out the accountng 1 January 2013
production phase of a surface for overburden waste removal (stripping)
mine’ costs mn the production phase of a surface

mme The mterpretation may require mining

entities reporting under IFRS to write off

existing stnpping assets to opening retained

earnings 1f the assets cannot be attributed to

an 1dentifiable component of an ore body

(a) Revenue recognition

Interest income and expense are recognised in the Statement of Comprehensive Income for all interest—bearing financial
nstruments, using the effective interest method The effective interest method 1s a method of calculating the amortised cost.
of a financial asset or liabihty and of allocating the nterest income or interest expense over the relevant penod The
effective nterest rate 1s the rate that exactly discounts the estimated future cash payments or receipts over the expected hfe
of the instrument to the net carrying amount of the financial asset or financial hability The calculation includes all amounts
paid or received by the Company that are an integral part of the overall return, direct mcremental transaction costs related
to the acquisition, 1ssue or disposal of a financial mstrument and all other premiums or discounts Fees and commuisstons,
which are not an integral part of the effective interest rate, are generally recogmsed when the service has been provided
Coupon or dividends received on investment 1n irredeemable shares, which carry a mandatory coupon, are recognised 1n
the Statement of Comprehensive Income as mterest income

(b) Dividends receivable
Dividends 1n respect of investment i ordmary shares are recognised as income 1n the year in which they are received

(¢) Income taxes, including deferred income taxes

Current income tax which 1s payable on taxable profits 15 recogmsed as an expense mn the year in which the profits anse
Deferred tax is provided 1n full, using the hability method, on temporary differences arising between the tax bases of assets
and habilities and their carrymmg amounts 1n the Company’s financial statements Deferred tax 1s determined using tax rates
that have been enacted or announced by the balance sheet 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 1t 15 probable that future
taxable profit will be available against which the temporary differences can be utilised

14
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HILL SAMUEL INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the period ended 31 December 2012

1. ACCOUNTING POLICIES (CONTINUED)

(d) Cash and cash equivalents
Cash and cash equivalents comprises cash on hand and demand deposits as well as short-term, highly hquid investments
that are readily convertible to known amounts of cash and which are subject to an msignificant risk of changes 1n value

(e) Loans and receivables
Loans and receivables are accounted for at amortised cost using the effective mterest method Loans and receivables are
imtially recognised when cash 1s advanced to the borrowers at fair value inclusive of transaction costs

() Impairment

At each balance sheet date the Company assesses whether, as a result of on¢ or more events occurring after intal
recognition, there 1s objective evidence that a financial asset has become impaired If there 15 objective evidence that an
nmpairment loss has been mcurred, a provision is established which 1s calculated as the difference between the balance
sheet carrying value of the asset and the present value of estimated future cash flows discounted at that asset’s ongnal
effective 1nterest rate

2. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The Company makes assumptions and estimates that affect the reported amounts of assets and liabilities within the next
financial year Estimates and judgements are continually evaluated and are based on histoncal expenence and other factors,
includmg expectations of future events that are believed to be reasonable under the circumstances

The accounting policies deemed critical to the Company’s results and financial position, based upon matenality and
significant judgements and estimates, are discussed below

Impairment of loans and receivables

The Company determines that the loans and receivables are impaired when the present value of the estimated future cash
flows do not exceed their recoverable amount. Estimating the future cash flows requires a degree of judgement and may
depend to a large extent on the selection of key assumptions about the future used

3. NET INTEREST INCOME

Period ended Year ended
31 December 2012 18 December 2011
£'000 £000
Interest income
Amounts owed by immediate parent company (note 10) 13,278 13,055
Cash balance with immediate parent company (note 10) - 10
13,278 13,063
Interest expense
Cash balance with immediate parent company (note 10) 29) -
29) -
Net interest income 13,249 13,065
4 OPERATING EXPENSE
Period ended Year ended
31 December 2012 18 December 2011
£'000 £'000
Statutory audit fees 5 5
5 5

15
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HILL SAMUEL INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the penod ended 31 December 2012

The number of persons employed by the Company during the penod was mil (2011 ml) The directors receive no
remuneration for their services to the Company

5. TAXATION
(a) Analysis of charge for the period
Period ended Year ended
31 December 2012 18 December 2011
£'000 £000
Current pertod tax charge 3,252 3.461

The tax charge on the Company’s profit for the period 1s based on a UK corporation tax rate of 24 55% (2011 26 5%)

(b) Factors affecting the tax charge for the period

A reconciliation of the charge that would result from applying the standard UK corporation tax rate to profit before tax to
the tax charge for the period 15 given below

Period ended Year ended

31 December 2012 18 December 2011

£000 £'000

Profit before taxation 13,244 13,060

Tax charge thereon at UK corporation tax rate of 24 55% 3,252 3.461
(2011 26 5%)

Total taxation 3252 3,461

Effective rate 24 55% 26 5%

On 21 March 2012, the Government announced a reduction 1n the rate of corporation tax to 24% with effect from 1 Apnl
2012 Ths reduction was enacted under the Provisional Collection of Taxes Act 1968 on 26 March 2012 In addition, the
Fmance Act 2012, which passed mto law on 3 July 2012, ncluded legislation to reduce the main rate of corporation tax
from 24% to 23% with effect from 1 Apnl 2013

On 5 December 2012, the Government announced a further reduction 1 the main rate of corporation tax to 21% from 1
Apnl 2014 In addition, on 20 March 2013 the Government announced a further reduction 1n the main rate of corporation
tax to 20% from 1 April 2015

6. OTHER CURRENT ASSETS

As at As at

31 December 2012 18 December 2011

£'000 £000

Accrued interest receivable (note 10} 384 1,249
384 1,249

16
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HILL SAMUEL INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the pertod ended 31 December 2012

7. CURRENT TAX LIABILITIES

As at Asat
31 Pecember 2012 18 December 2011
£'000 £'000
Corporation tax payable 6,713 12,489
6,713 12,489
8. OTHER CURRENT LIABILITIES
As at As at
31 December 2012 18 December 2011
£'000 £'000
Sundry amount payable to immediate parent company
(note 10) 20 15
20 15
9. SHARE CAPITAL
As at As at
31 December 2012 18 December 2011
£'000 £'000
Authorised
2,000,000,000 ordinary shares of £1 each 2,000,000 2,000,000
- 2,000,000 2,000,000
2012 2011 2012 2011
Number of Number of
shares shares £000 £'000
Issued and fully paid-
At the beginning and end of the period 2.000,000,000 _ 2.000,000,000 2,000,000 2,000,000

10. RELATED PARTY TRANSACTIONS

The Company's immediate parent company 15 Lloyds TSB Bank plc The Company regarded by the directors as the
ultimate parent company 18 Lloyds Banking Group pic (formerly Lloyds TSB Group ple), which 1s the parent undertaking
of the largest group of undertakings for which group accounts are drawn up and of which the Company 15 a member
Lloyds TSB Bank plc 1s the parent undertaking of the smallest such group of undertakings Copies of the group accounts of
both may be obtained from the Company secretary's office, Lloyds Banking Group plec, 25 Gresham Street, London, EC2V
THN The Company's related parties include 1ts ultimate parent company, fellow subsidiaries and pension schemes of the
Company's ultimate parent company and the Company's key management personnel Key management personnel are those
persons having authonty and responsibility for planning, directing and controlling the activities of the Company, which 15
determined to be the Company's directors

Transactions with key management personnel

There were no ransactions between the Company or its subsidiartes with key management personnel during the current
period Key management personnel are employed by other companies 1n the Lloyds Banking Group and consider that their
services to the Company are incidental to their other activities with the Group

17




HILL SAMUEL INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the penod ended 31 December 2012

10. RELATED PARTY TRANSACTIONS (CONTINUED)

Other transactions with immediate parent company

As at Asat
31 December 2012 18 December 2011
£'000 £'000
Cash balance with immediate parent company
Lloyds TSB Bank plc - (bank overdraft)/cash and cash (8,985) 72
equivalents
Interest mcome earmned (note 3) - 10
Interest expense paid (note 3) (29) -
The Company has audit fees payable of £20,000 to Lloyds TSB Bank plc (2011 £15,000) (note 8)
The Company has not declared any dividends during the year (2011 £48,000,000)
Amounts owed by immediate parent company
As at Asat
31 December 2812 18 December 2011
£'000 £000
At beginning of the period 2,015,892 2,051,083
Advances during the peniod 14,143 12,809
Repayments during the period - (48.000)
At end of the penod - 2,030,035 2,015.892
Representing
Lloyds TSB Bank plc 2,030.035 2,015,892
Interest Income carned (note 3) 13,278 13.0585
Interest recervable (note 6) 384 1,249

The loan advanced to Lloyds TSB Bank plc pays one month LIBOR rate and 1s payable on 18 January 2013 No
impairment has arisen in respect of the loan balance and accordingly no provision has been recogmised The fair value of
the loan 15 approximately equal to the book value

11. FINANCIAL RISK MANAGEMENT

The Company uses financial instruments to meet the financial needs of its counterparties and to reduce 1ts own exposure to
fluctuations n interest rates The Company makes loans to other Lloyds Banking Group companies at floating rates and for
various tenors Such exposures to counterparties 1nvolve balance sheet loans and advances

(a) Interest Rate Risk

Interest rate risk arises from the mismatch between interest rate sensitive liabihities and interest rate sensitive assets From
the perspective of the Company, the 1nterest rate nisks are integrated with the interest rate nsks of the group and are not
managed separately The scenanos are run only for assets and habilities that represent the major interest-bearing positions
Based on the simulahons performed, the full year impact on post-tax profit of a 0 25% shift would be a maximum increase
or decrease of approximately £3,829,000 (2011 £3,629,000)

The table below summanses the repricing mismatches of the Company's non-trading assets and habilities Items are
allocated to time bands by reference to the earher of the next contractual interest rate repricing date and the maturity date
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HILL SAMUEL INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the penod ended 31 December 2012

11. FINANCIAL RISK MANAGEMENT (CONTINUED)

As at 31 December 2012 3 months 1 year 5 years
or less or less or less Non-
1 month but over but over but over Over § interest
or less 1 month 3 months 1 year years bearing Total
£000 £'000 £'000 £'000 £000 £'000 £'000
Assets
Amounts owed by
immedsate parent company 2,030,035 - - - - - 2,030,035
Other current assets - - - - - 384 384
Total Assets 2.030,035 - - - - 384 _ 2,030,419
Liabilities
Bank everdraft 8,985 - - - - - 8,985
Current tax liabilities - - - - - 6,713 6,713
Other current liabilities - - - - - 20 20
Total Liabilities 8.985 - - - - 6,733 15,718
Total interest sensitivity gap _ 2,021,050 - - - = — {6349 _ 2,014,701
As at 18 December 2011 3 months 1 year 5 years
or less or less or less Non-
1 month but over but over but over Over 5 interest
or less 1 month 3 months 1 year years bearing Total
£000 £'000 £000 £000 £'000 £000 £000
Assets
Amounts owed by
immediate parent company 2,015,892 - - - - - 2,015,892
Other current assets - - - - - 1,249 1,249
Cash and cash equivalents 72 - - - - - 72
Total Assets 2,015,964 - - - - 1,249 _ 2017213
Liabilities
Current tax habihtes - - - - - 12,489 12,489
Other current liahlities - - - - - 15 15
Total Liabihties - - - - - 12,504 12,504
Total interest sensitivity gap __ 2,015,964 - - - - (11,255% _ 2,004,709
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HILL SAMUEL INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)
For the period ended 31 December 2012

11. FINANCIAL RISK MANAGEMENT (CONTINUED)
(b) Fair Value of Financial Assets and Liabilities

Financial instruments mclude financial assets and financial habilities The fair value of a financial mstrument 1s the amount
at which the instrument could be exchanged 1n a current transaction between willing parties, other than 1n a forced or
liquidation sale

Wherever possible, fair values have been estimated using quoted market prices for instruments held Where market prices
are not available, far values have been estunated using quoted values for instruments with either identical or similar
charactenstics In certain cases, where no ready markets currently exist, vartous techntques (such as discounted cash flows
or observations of similar recent market transactions) have been developed to estimate what the approximate fair value of
such mstruments might be These estimation techmques are necessarily subjective in nature and involve several
assurmptions

The Company provides loans and advances to other Lloyds Banking Group companies at vanable rates The fair value for
these loans and advances as disclosed n note 10 were estimated by discounting anticipated cash flows at a rate which
reflects the effects of interest rate changes, adjusted for changes in credit nsk, and are constdered to be approximately the
same as the carrying value The fair values are at a specific date and may be significantly different from the amounts which
will actually be pad or received on the maturity or settlement date

(¢) Measarement Basis of Financial Assets and Liabilities
The accounting policies n note 1 describe how different classes of financial instruments are measured, and how mcome
and expenses, including fair value gains and losses, are recogmised The following table analyses the carrying amounts of

the financial assets and habilities by category and by balance sheet heading

As at 31 December 2012

Loans and receivables Held at amortised cost Total
£'000 £'000 £'000
Assets
Amounts owed by immediate parent
company 2,030,035 - 2,030,035
Other current assets - 384 384
Total financial assets 2.030.035 384 2.030.419
Liabilities
Bank overdraft - 8,985 8,985
Other cuwrrent hiabihities - 20 20
Total financial hiabihties - 9,005 9.005
As at 18 December 2011
Loans and receivables Held at amortised cost Total
£000 £'000 £000
Assets
Amounts owed by immediate parent
company 2,015,892 - 2,015,892
Other current assets - 1,249 1,249
Cash and cash equivalents - 72 72
Total financial assets 2,015,892 1,321 2.017213
Liabihies
Other current habilities - 15 15
Total financial habilities - 15 15
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HILL SAMUEL INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the penod ended 31 December 2012

11. FINANCIAL RISK MANAGEMENT (CONTINUED)

(d) Credit Risk

The maximum credit risk exposure of the Company 1n the event of other parties failing to perform their obhgations 1s
detailed below The maximum exposure to loss 15 considered to be the balance sheet carrying amount as at the period end

As at As at

31 December 2012 18 December 2011

£'000 £'000

Amounts owed by immediate parent company 2,030,035 2,015,892
Other current assets 384 1,249
Cash and cash equivalents - 72
Total credit nisk exposure - 2030419 2,017,213

The current rating of the immedate parent company, Lloyds TSB Bank plc, 1s A2 (2011 A1) as per Moody's

(e) Liqudity Risk

All hiabilities of the Company would be classified as on demand on an undiscounted future cash flows basis according to
contractual maturity

(f) Capital Risk Management

The Company’s objectives when managing capital are to provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to reduce the cost of capital In order to mamntan or adjust the
capital structure, the Company may adjust the amount of dividends paid to shareholders, return capital to shareholders,

1ssue new shares or sell assets to reduce debt
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