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FIRST DEBENTURE FINANCE PLC

REPORT OF THE DIRECTORS
for the year ended 30th September 2011

The directors have pleasure in subrmitting ther report and the audied financial staternents for the year ended 30th Seplember 20t 1

BUSINESS REVIEW

Principal Activity

First Gebenture Finance PLC was formed in 1987 as a vehicle fo raise money from the public by the 1ssue of £80 millior 11 125% Severally
Guaranteed Debenture Stock 2018 Thus Cebenture Stock was severally guaranieed by four investment trusts managed by RCM (UK) Lid
(RCM) n accordance with the terms of the Debenture Steck Trust Deed

The proceeds were apphied in subscnbing for bonds and notes (ssucd by four Investment trusts under the management of RCM and In
investing in certificates of deposit end fixed rate bonds issued by Halifax plc out of which the Company services the debenture  The bonds
and noles issued by the investmen! trusts provide for interest on the inial pnncipal amounis to be paid dunng tha first ten years at siepped
rales nsing o rates in the eleventh year which will continue for the remainder of the life of the bends and notes  Further adjusiments 1o the
amounts of interest payable may be made on the occurrence of certain specified events

On 20th March 2002 the directors of Charter European Trust plc { Charter) issued propasals to reconstruct Charter  These proposals were
approved and resulted i Chaner being placed in members' veluntary igudation on 25th Apnl 2002 1involving repayment of its noles and
bonds 1ssued by Charter to the Company Consequently the Company repaid £23 4m of the £80m nominal value of the Debenture Stock in
1ssue together wilh an appropnate premium io reflect iis market value at that tme  This premium amounting to £10 4m and the £23 4m
principal was funded out of the proceeds received from Charter on the repaymeni of the notes and bonds

On 30th September 2002 Lloyds TSB Group pic dispesed of the beneficial interest of its shares in the Company by sale conlract and
declaration thal it held the legat title an trust for the purchasers pending its ransfer Cn 21st November 2002 legal ownership of the A and C
shares held by Lioyds TS8 Group plc was transferred to the three remdining investmant trusts

In March 2004 the directors of Allianz Dresdner Smaller Companies Investment Trust plc { Smaller ) informed the Company of proposals to
repdy their share of the debt  These propoesals were subsequently approved and resulted in Smaller bemng placed In members voluntary
liguidation on 23cd Apni 2004 1invelving repayment of the noles and bonds 1ssued by Smaller to the Company Consequently the Company
repald £4 4m of the remaining £56 6m nominal vatue of the Debenture Stock inissue together with a premium of £2 0m to reflect its market
value at that ime  Bath the £4 4m principal and the £2 Om premium were funded cut of the praceeds recerved from Smaller on repayment
of s notes and bonds

$n 10th March 2011 the legat ownership of the 'A' "B C and D shares held by Smaller was transferred to the two remaning investment
trusts

The directors do not currently envisage any further changes o the business actibies of the Company

Share Capital
Detadts of the Company s share capital are sot out tn Note 11 and Note 12 There have been no changes in the year under review

Principal Risks
The pnncipal risks faced by the Company fall :into the following categonies

Credit nsk the nsk that funds are not recerved from the borrowers of the Loans Inihe event of the assets of any borrower being less
than the amount reguired 1o repay its borrowings there 1s a nsk of default by that borrower The borrowers have guaranteed their
proportionata share of the repayment required by the Company to repay s principal and interest on the £52 2 mullon of 11 125%
Severally Guaranteed Debenture Stock 2018 There are floating charges on each of the borrower's present and future assels and

the borrowers have also agreed 1o meet their proportionate share of any expenses incurred by the Company including any tax hability
which may accrue to the Company generally or as a result of the redemption or carier transfer of the loan notes and bonds held by
the Company as set out in Notes 10{1) to the financial stalements

Legal and regulatory nsk - the nsk that applicable provisions of Company Law and Listing Rules are not complied with  The Company
mitigates this nsk by relying on the service of its company secretary and professional advisers to ensure appropnate comphiance

Further details of financial nsk managemeni policies and procedures are set out In note 15

Kay Performance Indicators
Due to the hmited nature of the Company s activities the Board does not consider It necessary o assess the performance of s
actvihes using key performance indicators

Future Developments
The Company does not have and does not expect to have any other business interests and the current activings of the Company are
expected to continue for the foreseeable future

GOING CONCERN
Afier considenng the Pnncipal Risks noted above including the guarantees given by the Company s borrowers in respect of the 11 125%
Severally Guaranteed Debenture Stock 2018, the directors have reasonable expectations that the Company has adequate resources

10 contnue In eperational existence for the foresoceable future  For ihis reason they continue 10 adopt the geing concern basis in
prepanng the firancial statements Please refer to Note 1 (b) for more details

Fage 1




FIRST DEBENTURE FINANCE PLC
REPORT OF THE DIRECTORS continued
for the year ended 30th September 2011

POST BALANCE SHEET EVENTS

There have been no significant events after the balance sheel date

RESULTS AND DIVIDENDS

The results of the Company for the year are set out in detail on paga 6 A profit of £41 150 has been credited to reserves (2010 - profit
£29 361) The directors do not recommend the payment of a dividend (2010 - Erl)

DIRECTORS

The directers who held office dunng the yoar under review were as follows

8 J Doran

M D Hooper

| E Barfow

SR T White

L J Clark

Simon Whita retired as a Director on 31 August 2011 and Lynn Clark was appoinicd as a Director on the same date

None of the diractors had dunng the year directly or indirectly a malerial beneficial interest in any contract to which the Company was a
party and which 1s or was significant in retation to the Company s business

Direclors do not have scrvice contracts and hold office in accordance with the prowvisions of the artiles of assomation of the Company

There were no employees of ihe Company dunng the year {2018 - none)

DIRECTORS INTERESTS

None of the direcigrs had any interest i the share capital of the Company at any bme dunng the year or between the and of the year and
ihe date of this report

DONATIONS AND SUBSCRIPTIONS

No donations or subscnplons of a political or chantable nalure were mage dunng the year (2010 - Enil)

SUBSTANTIAL INTERESTS

The Company has been advised of the following holdings representing 3% or more of the 1ssued share capital carying voting
nghts to vote at general meetings of the Company on 30 January 2012

The Brunner Invesiment Trust PLC { Brunner') B0 {or 50%) A shares 60 {or 50%) B shares

The Merchants Trust PL.C ( Merchants’) 60 (or 50%) A shares 60 {or 50%) B shares
CORPORATE GOVERNANCE

The Company has Debenture Stock hsted on the London Stock Exchange which is a speaianst debt secunty as determined by the London
Stock Exchange at the ime the deht was isied  The Board does not therefore have to give a stalermend of comphance with the governance
panciples contained in the Combined Code on Corporale Governance

The Board has overall respansibibity for the company s inemal controls  The Board sms 1o maintain {ull and effeclive control over appropriate
stralegic financial operational and compliance 1ssugs

SUPPLIER PAYMENT POLICY

It1s the Company's financial payment policy for the forthcorming financal year to ge! the best terms for all business and therefore there 1s no

consistent policy as to the terms used  In general the Company agrees with its supphers lerms at which business will take place and it 1s our
pehcy 1o abide by these terms  The Company had no trade creditors at the year end (2010 - Enil)
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FIRST DEBENTURE FINANCE PLC

REPORT OF THE DIRECTORS continued
for the year ended 30th September 2011

INDEPENDENT AURITOR

Each of the directors at the date or approval of this report confirms that

a) sofar as the direclor 1s aware Lhere 1s no relevant audit Information of which the Cempany s auditor 1s unaware and

b) the director has taken all the steps that he/she ought to have taken as a director 10 make himselihersell aware of any relevani audit
information and to estabhsh that the Company s auditor 15 aware of thal information

This confirmation 1s given and should be interpreted 1n accordance wilth the provisians of 5418 of the Companies Act 2006

Deloitte LLLP have expressed thewr willingness 1o conbinue (n office as auditor  In accordance with the provisions of $487 of the Companies
Act 2006 a resolution tor their reappasniment will be proposed at the forihconung Annual General Meeting

Approved by the Board of Diroctors and signed on its behalf by

P W | Ingram
Company Secrelary

30th January 2012
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FIRST DEBENTURE FINANCE PLC

STATEMENT OF DIRECTORS RESPONSIBILITIES

The directors are responsibie for prepanng the Annual Report and the financial statements in accordance with the apphcable laws and
regulations

Company law requires the directors to prepare such financial statemments for cach financat year Under Company law he directors have
elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and Applicable Law) Under company law the direclors must not appeove the financial statements unless they are
salisfied thal thay give a true and far view of the state of affars of the Company and of the profit and loss of the Company for that peried in
compliance with UK GAAP and the Compames Act 2006 In prepanng those hinancial statements the directors are required to

select sutable accounting pohicies apphed consisiently
- make Judgemenis and estimales that are reascnable and prudent
state whether the applicable UK accounting standards have been followed and
- prepare financsal statements on the going concern basis uniess It Is inappropriate o presume that the Company will continue in

business

The directors are responsible for keaping adequate accounting records that are sufficient to show and cxplain the Company transactions
and disclose with reasonable accuracy at any tme the financial posilion of the Company and to enable them to ensure that the

financial staternents comply with the Compamies Act 2006 They are also responsible for safeguarding the assets of ihe Company and
hence for taking reasonable steps for the prevention and detection of fraud and other irregulanties
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FIRST DEBENTURE FINANCE PLC

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF FIRST DEBENTURE FINANCE PLC

We have audited the financial statements of First RDebenture Finance ple for the year ended 30th September 2011 which compnse the Profit
and Loss Account the Reconcihabon of Movements in Shareholders Funds the Balance Shee!l the Cash Flow Siatement and the Noles

1o tha Financial Statements numbered t 1o 17 The financial reporing framework that kas been apphed in their preparalion 18 apphcable law
and United Kingdom Accountng Standards {United Kingdom Genorally Accepted Accounting Practice)

This report ¢8 made solely to the Company s members as a body in accordance with Chapier 3 of Pan 16 of the Compames Act 2006 Qur
audit work has been undertaken so thal we might siate te the Company's members those matters we are required to state to them in an
auditors report and for no other purpose  To the fullest extent permitted by law we do not accept or assume responsibility to anyone other
than the Company and the Company's members as a body 1or our audit work far this report or for the optnions we have formed

Respective responsibiities of directors and auditor

As explained more fully in the Directors Responsibilities Statement the directors are respensible for the preparation of the financial
stalements and for beung sahisfied that they give a true and fair view  Qur responsibility 1s te audit and express an opinien on the financeal
statements i accordance with applicable law and International Standards on Audinng (UK and Ireland)  Those standards roguire us to
comgly with the Auditing Practices Board s Ethical Standards for Auditors

Scope of the audit of the financial statemonts

An audil involves eblaning evidence about the amounts and disclosures n the inancial statements sufficient 10 give reasonable
assurance that the financial statementis aro free from maienal misstatement whether caused by traud or error - Thus includes an
assessment of whether the accounting pelicies are appropnate to the Company s circumstances and have been consisiently applied

and adequalely disclosed the reasonableness of signficant accounung estimates made by the directors and the overall preseniation

of the financial statements In additon we read al? the financial and non-finanoial information in the annuai report to identify matenal
Inconsistencies with the audited financial statements  If we become aware of any apparent matenal misstatements or Inconsistencies we
consider the implications for our repon

QOpimion on financial statements

In our opirion the financ:al statemaents
give a true and fair wew of the state of the Company s affairs as at 30 September 2011 and of 1s profit for the yoar then ended
have been propery prepared in accordance with Umited Kingdom Generally Accepled Accounting Praclice and
have been prepared in accardance with the roequrements of ihe Companies Act 2006

Opimon on othor matter prescrnibod by the Companies Act 2006

In our epiman the infermation given in the Cirectors Repaon for the financial year tor which the finaneial statements are prepared 18
consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report an respect of the following matters where the Companies Act 2006 requircs us 1o report 16 you If i our opinion
adequale accounting records have not been kept or returns adequato for our audit have nol been received from branches
not visited by us or
the financial statements are not In agreemen! with the accounting records and felurns or
carlain disclosures cf direclors renumeration specified by law are not made or
we have nol received all the information and explanations we require lor our audit

H= freze—

Stuant McLaren (Senior Statutory Auditor)
for and on behalf of Deloite LLP

Charered Accountants and Statutory Audilor
London United Kingdom

30th January 2012
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FIRST DEBENTURE FINANCE PLC

PROFIT AND LOSS ACCOUNT
for the year ended 30th September 2011

{nterest premium and discount receivable
Administrative expenses

Cperating profit before finance costs and taxation
Finance costs of borrowings

Operating profit on ordinary activities before taxation
Tax on profit on ordinary activilies

Retained profit for the year

Nates

13

All the profits and losses of the Company have been dernved from coninuing activiies

There are no recogmsed gains or Josses for the current or previous financial year other than as stated in the profit and loss account

The notes on pages 11 1o 18 form part of these financial statements

Page &

201 2010
£ [

5953 140 5 046 688
(48 115) (59 196)
5905 025 5 887 492
(5 B3 178) (5 857 417)
41 847 30075
(697) (714)

41 150 29 361




FIRST DEBENTURE FINANCE PLC

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS FUNDS
for the year ended 30th September 2011

Called up Share Premium frofit and Loss Total
Share Capital Account Accounl

£ £ [
Net deficit at 1st October 2009 548 4817 892 {5000 942) {382 502)
Prafit for the financial year - 29 361 256361
Net deficit at 30th September 2010 548 4617 882 {4 971581} (353 141)
Net deficit at 1si Oclober 2010 548 4617 892 {4 571 581} (353 1410)
Rectassification of C Shares (nate 11} 49 760 - - 49 760
Profit for the financial year - - 41150 41150
Nat deficit at 30th Seplember 2011 50 308 4617 852 (4 930431} (262 231)

The notes on pages 11 to 18 form part of thesa inanciat statements
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FIRST DEBENTURE FINANCE PLC

BALANCE SHEET
as al 30th September 2011

Fixed asssts
Investmaents

Current assets

Debtors  due witlen one year
Cash al bank and in hand

Creditors
Amounts falling due in less than one year

Not current assets
Total assets less current Habihtios

Craditors - Amounts falling due afier more
than one yoar

Net abilites

Capital and resorves

Called up share capital
Share premium account
Profit and loss accoumn

Sharcholders deficit

The notes on pages 11 to 18 form pan of these financial statements

Noles

10

11

12

2011 2011 2010

£ E £

51342 285 51 265 880

1422 807 1412935
84 330 73134
16507137 1 486 069
{1,463,934) (1,463,538)
43203 2253

51385 488 51 288 411

{31647 71

(51 641 552)

Fage 8

(262 231) (353 141
50 308 548
4617 892 4 617 892
{4 830 431) {4 971 581%
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FIRST DEBENTURE FINANCE PLC

CASH FLOW STATEMENT
for the year ended 30th September 2011

Net cash inflow from operating activities {note {a)}
Returns on investments and servicing of finance
Debenture interesi paid
Qverdraft interest paid

TJaxation
Corporation tax {paid) receved

Net cash Inflow after financing

Increase incash {note (c))

Notas to the cash flow statement

a}  Reconciliation of operating profit before taxation and
warast to net cash inflow from oparating activities

Operating profit before taxation and finance cosis
Increase in value of fixed asset iInvestments
(Increase) Decrease in deblors

Increase {Decrease) in creditors

Net cash inflow from ecperating activiies

b} Reconcifiation of net cash flow to movement in net debt

Increase in cash during year
Other non cash movements
Change in net debt

Net debi at 1s1 October

Net debt at 30th September (Note {¢)}

The noles on pages 11 to 18 form part of thesa finanoal statements

Page §

2041 2010
£ £

5819 161 5785949
{5 BOT 250) (5 807 250)
m (89)

(714) 25130

11196 3740

11 196 3740
2011 2010

£ £

5905025 5 BR7 402
(76 405) (106 824}
(9872) 6075

413 (794}

5819 161 5 785 949
2011 2010

£ £

11196 3740

(55 927) (50 078)

(44 731) (46 338)

(53 000 343) (52 954 005)
(53 045 074) (53 000 343)




FIRST DEBENTURE FINANCE PLC
CASH FLOW STATEMENT (continued)
tor the year ended 30th September 2011

c) Analysis of changes in net debt

Cash in hand and at bank
Debt due within one year
Debt dua afier ona year

At 1s1 Ocl 2010 Cash flows Other changes At 30th Sepl 2011
£ £ £ £

73134 11 166 . 84 330

(1431 925) . . (1 431 925)
(51 641552) - {55 927) (51 697 479)
(53 000 343) 11196 (55 927) (53 D45 074}

The notes on pages 11 to 18 form par ¢f these mancial siatlements

Paga 0




FIRST DEBENTURE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30th September 2011

1 Accounting policies

The financiai statements have been preparcd 1n accordance with the applicable Unied Kingdom law and Uniled Kingdom Generally
Accepted Accounting Practice (UK GAARY

a)  Accounting Conventian
These financial siatements have been prepared in accerdance with the historical cost convention

The accounting poficies adopted in prepanng the current year's financial statements are consistent with those of previous years

b) Going Concern
The directors believe that it 15 appropnate to conhinue to adepl the going concern basis In prepanng the financial statements as
the borrowers of the loan notes and bonds have guaranteed their proporionate share of the repayment required by the Company to
repay s principal and interest on the £562 2 million of 11 125% Severally Guaranteed Debenture Stock 2018 The directors have
evaluated the financial positions of the borrowers of the loan netes and bonds and have determuned there to be no issue around
their going concem or meeting of the guarantee There are floating charges en cach of the borrower s present and future assets
and the borrowers have also agreed to meet their proportionate share of any expenses incurred by the Company including any tax
liabty which may accrue 16 the Company generally or as a result of the redemption or earher transfer of the loan notes and bonds
held by the Company as set out in Note 10{1) to the financial statements

¢) Interest, premium and discount receivable
Interest premium and discournt receivable are recogmised in the profit and Ioss account as set out in Note 1{e) below Bank
interest 1s accounied for on an accruals basis

d) Finance costs
Finance costs of financial habihties are recegnised in the protl and loss account as sei oul in Note 1() below

ey Fixed assets
Bonds
The bonds are 1ssued by the lwo invesiment trusts (Merchants and Brunner) and are listed on the Luxembourg Stock Exchange
They are classified as held to matunty investments and measured al amortised cosl using ihe effective mterest rate methed Jess
impairment in accordance with FRS 268 Finanaial Instruments Recognition and Measurement  Amortised cost 1s calculated by taking
into account any 1ssue costs and any discount or premium

Loan notes

The loan notes are unhisted and are included in financial assets  They are classified as loans and recervebles and measured

at amortised cost using the effective interest rate method less impairment in accordance with FRS 26 Financial Instruments Recognibion
and Measurement Amortised cost s calculated by taking into account any 153ua costs and any discount or premium

Interest premium and discount are accrued on the bonds and loan notes al constant rates beng in each case that imphoit In the
terms cn which the investment was acquired and are shown net of interest adjustments calculated under ihe terms of the loan
agreements The bonds and loan notes are carmed in the balance sheel at cost plus accrued discount and interest Accrued
Interest in respect of the current interest penocd 1s shown separately under debtors due within one year

fn Debenture Stock
Debenture stock 15 classified as other financial iabilities and measured at amorhised cost using the effective interest rate methad
The debenture stock 1s stated at the amount of nel procecds recewed iImmediately after 1ssue plus the appropnate accrued
finance costs at the balance sheet date  The finance costs of such bomowings (being the difference between the net proceeds
of a borrowing and the total payments that may be required in respect of that borrowing) are alincated 1o the profit and loss
account aver the term ¢f ihe Debenture Stock at a constant rate on the carrying amount

g} Taxation

UK corporation tax 1s provided at amounts expected ta be paid (or recovered) using the lax rates and laws that have been enacted
or substantively enacted by the balance sheet date

Deferred tax 15 prowided in full an iming differences which resull in an obligation at the balance sheet date to pay more tax or a nght
lo pay less tax at a future date at rates expected to apply when they crystallise based on current rates and law  Tirming differences
anse from the inclusion of ilems of Income and expenditure In taxation computations In periods different from those in which they are
included in financial staterments Deferred tax assets are recognised to the extent that 1t 1s regarded as more likely than not that they
will be recovered Deferred tax assets and hab:liues are not discounted
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FIRST DEBENTURE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
tor the year ended 30ih September 2011

2

[X]

&

2011 2010
Interest and discount receivable £ £
Interas! and redemplion prenwum received on notes and bonds 5866 827 5845850
Movement in interest accrued n respect of current inlerest period on nolcs 9872 (6075
and bonds
5876 699 5839775
Movement in other interest and discount accrued 76 405 106 824
Tetal aceruing interest and discount on noles and bonds 5953 104 5946 599
Bank deposit and other interest receivable 38 88
5953,140 5 946,688
2011 2010
Finance costs of borrowings £ £
Interest and redemption premium payable on debenlure stock (repayabla after five yoars) 5807 250 5807 250
Amortisation of inance costs 55 927 50078
Overdraft interest 1 89
5,863,178 5857 417
2011 2010
Operating profit on ordinary activities before taxation £ £
The operating profit on ordinary actwvihies before taxabon IS armveg
at after charging
Auditor's remunearatian (inclusive of VAT) 13,200 11,475

Amounts paid to the auditer's in respect of non-audit services for taxation advice amounted to EB 960 inclusive of VAT
{2010 - £19 445)

2011 2010
Staff costs and drectors emoluments E £
Fmoluments of the directors were as follows
Fees 1,000 4,000

These fees are payable to RCM (UK} L imited There are no employees of the Company
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FIRST DEBENTURE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30th September 2011

2011 2010
& Taxabion on profit on erdinary activities E £
Corparation tax payable at 20 5% (2010 - 21%) 697 714

Tha current tax charge assessed for the year s lower than that resulting from applying the standard rate of corporation tax of 27%
(2010 - 28%) The aifferences are explaincd bolow

Operating profit on ordinary activities before taxation 41,847 30,074

Taxal 27% (2010 28%) thercon 11 209 8421

Reconciling factors

Eftect of small compames tax rate (2 720) {2 105)
Non laxable item (7 882} (5 602)
Current tax charge for the year 697 714

Al a Board Mecting on 29th January 2010 the Directors agreed to elect that the Company be taxed under the Secunbsation Companios
Regulations 2008 (51 2006/32986} for the accounting penod commencing 1st October 2007 and all subsequent accounting penads

7 Fixed asset investments Lisied bonds on the Unlisted
Luxembourg Stock Fxchange loan nates Total
£ £ £
Onginal cast
Al 151 Octoher 2010 and 301h Seplember 2013 32,443 845 8 110,962 40,554 807
Amoriised cost
At 1st Qctober 2010 40979 250 10 286 630 51 265 880
Movermnent in other interest and discount agcrued 75058 1346 76 405
At 30th September 2011 41,054 309 10,287,976 51,342,285

The fixed asset investments compnse unhsled stopped rate loan notos and hsted stepped rate bonds 1ssued by two invesiment trusts
(Tha Brunner Investment Trust plc and The Merchants Trust pic) it )1s the intenbion to held these invesiments to matunty or until
earlier repayment in accordance wih the terms

In accordance with FRS 26 the bonds are classified as held to matunty invesimenss and measured at amortised ¢os! using the cffective
nterest rate method

In accordance with FRS 26 the loan notes are classified as loans and reccvables and are measured at amortised cost using the
eflective interest rate method

2011 2010

&8 Debtors 4 £
Amounts due within one year

Accrued mcome 1,422 807 1,412,835
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FIRST DEBENTURE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
far the year ended 30th September 2011

9

10

Croditors  amounts falling due within one year
Oebenture interest payable

Corporation tax payable
Other credilors

Creditors - amounts falling due after one year

11 125% Debenture Siock 2018 (at par)
New 1Ssue expenses
Discount cn 1ssue

Amount on 1sgue

Amortisation of discount and 18sue costs

C shares (note 11)

The Debenture Stock 15 due te be repaid at par on 2nd January 2018 subject to carly repayment  accordance with its lerms

2011 2010
£ £
1431925 1431 925
697 714
M 312 30 899
1,483 934 1,463,538
2011 2010
£ I
52 200 000 52 200 000
(580 768) (580 768)
(533 738) (533 738}
51085 494 51 085 404
562,225 506,298
51647 719 51 561 792
- 49 760
51647,719 51,641,552

The Debenture Stock 1s secured by a fixed charge over the invesiments and book debts of the Company and a floating charge over

the whata of the remainder of its undentaking property and assots  The siock 1s severally guaranteod by two isted investment trusts
{The Brunner investment Trust plc and The Merchants Trust plc} in proportion to the reiative onginal principal amounts of bonds and
notes 1ssued by those investment trusts and purchased by the Company fram the proceeds of tho stock
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FIRST DEBENTURE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30th September 2011

0n 2010
11 CaHed up share capital £ £
Authonsad
120 A shares of £1 each 120 120
120 B shares of £1 each 120 120
4% 760 C shares of £1 each 49 760 49 760
& 000000 D shares of 1p each 50 000 50 000
100,000 100 000
Allotted and fully paid
120 A shares of £1 each 120 120
120 B shares of £1 each 120 120
4% 760 C shares of £1 cach 49 760 -
30788 D shares of 1p each 308 308
50,308 548

The 'A shares of £1 each cenfer on the holders the nght 1o receive

a) ihe balance of the profits available for distnbution andg resolved {0 be distnbuted in any one financial penod 1o a8 maximum of
£3000p a after ihe payment of 1he dividend to the holders of C shares

b) three quarters of the profits available for distnbution and resalved to be distributed n any one year afler meeling the preferential
dwedend payable in respect of the C shares and the preterential diwdend referred o n (a) above pan passu with the holders of the
B shares and

<) onwinding up three quaners of the surplus remairing aftor payment o the holders of the C shares of thar entitlernents pan passu
wath the holders of the B shares

The A shares camy the nght to one vote per share

The B shares of £1 each confer on the holders the right to receive

4y one quarter of the profits available for distnbution and resolved 10 bo distnbuted 1n any one year after meeting the preferantial
dividend payable in respect of the C shares ark] the preferential divdend in respect of the A shares reforred 10 above pan passu

wilh the ordinary dividend payatle to holders of the A shares and

b) onwinding up one guarter of the surplus remaiming after payment to the holders of the C shares of thetr entitlernents  pan passu
wath the bolders of the A shares

The B shares carry the nght to one vote per share
The ‘C shares of £1 each confer on the holders the nght to receive

a) one quarter of the profits avarladle for distnbution and resolved to be distributed in any one financial penod  subject to a maximum of
£1000p a but with no further nght to share in the profits of the Company and

£} on winding up £49 760 ranking In prianty to all other shares in the capital of the Company

The C shares do nel carry the nght to receive notice of or attend or vote at any gencrel meeting of the Company

The [ shares of 1p each confer on the holders the nght 1o receive

a} a nen cumulative preferential diwdend at the rate of 5% per annum {net of any related tax credit) on the nominal value thereof aftor
meeling the preferenhial dividend payable in respect af the C shares and the A' shares but with no turther or other aght to any
dmadend and

b} on winding up a sum equal (o the amount subscribed for such D shares after payment to the holders of the C shares

The D shares do not camry the nght to receive nolice of or attend or vote at any gencral meetng of the Company

The C shares were classified as a hability in the pnor year however it has now been determined that the appropnate classification
under FRS 25 Financial Instruments Disclosure and Presentation 15 that of Equity rather than Liabiity as dividend payments are at the
discretion of the Company  and as per the Articlos of Association these dindends must be resolved to be distributed by the Company
Pnor year figures hdave not bean restaled because the change in classification does not moet the dofinitton of a fundamental error The

eficct of classifying the C Shares as Equily in the pnor year would have been 1o change the Sharehoiders deficit and net habilites to
E303 381
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FIRST DEBENTURE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
tor the year ended 30th September 2011

12 Share premium account E

Balance at 151 October 2010 4617 892
Movement in year -

Balance at 30th September 2011 4,617,892

13 Profit and loss account £
Balance at 15t Octaber 2030 {4 B71 581
Profit for the financial year 41 150
Balance ai 30th September 2011 {4,930.431)

14 Related party transactions

The unhsted stepped rate Joan notes and listed stepped rate bonds included tn fixed asset investments are 1ssued by wo
investment trusts which also hold a substanbal interest in the Company as disglosed in the Directors’ Report The carrying value of
these notes and bonds 1s shown in Note 7 and the movement in intarest accrued during the penod 1s shawn in Note 2

15 Fmnancial Risk Management Policies and Proceduras

The Company s financial instrumenis dunng the year consisted of the isted Deobenture slock the unlisted stepped rate loan notes
the bsled stepped rato bends and cash  As noted in the Report of the [hrectors the purpose of the tisted Debenture stock was

1o raise finance lor certain investmeni trusts managed by RCM (UK} Limited (hreugh fixed assel loan noles and bonds The
main nshs for the Company are summarised below

Markeot nsk

Market nsk anses manty from uncertainty about future values of financial instruments held speaifically lrom pnce foreign
currency and interest rate movemenis |t represents the potennial koss the Cempany might sufier through holding market posiions
tn the face of marke! movements

a} Price risk

Pnce nsk Is the nsk that the fair value or future cash flows of a financial nstrument will fluctuate because of changes in market
pnces (other than thase ansing from interest rate nsk or foreign currency risk)  1he hnancial assets comprise unlisted stepped
rate loan notes and Iisted sicpped rale bonds The financial habiliies compnse the 11 125% Debenturg Stock 11 the intention
1o held these financial instruments to matunty or untl earhier repayment in accordance with the ferms therefore the pnce nsk 1s
not deemed matenal to the entity

b) Foreign currency risk

The Company did net enter into faresgn currency transactions dunng the year and therefore there 15 A0 currency nsk

c) Interest rate rnisk

Intares! rato nsk s sphl Into two categones cash-flow interest rate nsk and fair vatue interest rale nsk

Cash flow imterest rate risk 1s tha risk that the future cash flows of financial instruments will Auctuate because of changes in
market interest rates The Company typically mainlains a low cash balance and therefore exposure to cash How inierest rate

nsk 15 mintmal

Fair value inferest rate nsk s the risk that the value of a tinancial instrument will ffuctuate because of changes in marke! interest
rates As the Company has lixed rate long toerm Debenture Slock foan noles and bonds it ts exposed 10 far value interest rate nsh
The nsk should be minimal since movements in market rates will have an opposing effect on the valuation of the Rebenlure

Stock to the valuation of the noles and bonds In addition 1 +s the intention Lo hold these financial Instruments to matunty or
unbl earlier repaymen! in accordance with the terms
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FIRST DEBENTURE FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30iLh Saptember 2011

18 Financial Risk Management Policies and Procedures {Continued)

The contractual matuntes of the financial assets and habit at 30th Sep 2011 based on the earbest date on which
payment can be required to be made was as follows

LConlracied EHective
Malunty wnlerest rate at interast rale at
{Jate 30Lh Sept 2011 30th Sept 2011
Bands 2 January 2018 14 5 115
Loan Notes 2 January 2018 145 115
Debenture Stock 2 January 2018 11125 "7
Contracted Effective
interest rate at interest rate at
30th Sept 2010 20th Sept 2010
Bonds 2 January 2018 145 1156
Loan Notes 2 January 2018 14 5 115
Debenture Stock 2 January 2018 11 125 117

Creadit nisk

The nsk that funds are nol recesved from the borrowers of the L oans in the evenl of the assets of any borrower baing less than
the ameuni required 10 repay its borrowings there s a nsk of default by that borrower The borrowers have guaranteed ther
proporiionale share of the repayment required by ihe Company fo repay Its pnncipal and imerest on the £52 2 million of 11 125%
Severally Guaranteed Debenture Slock 2018 There are floating charges on cach of the borrower’s present and fulure assets
and the borowers have alse agreed 1o meet therr proportionate share of any expenses incurred by the Company including

any tax habihity which may accrue 10 the Company generally or as a result of the redemption or earher transfer of the foan noles
and honds held by the Company as set out in Notes 10(1) and 11 10 the financial statements

Liquidity nisk

The Company manages Its iquidity through the Debenture Stock and the bank overdraft facility The Debenture Stock interest 1s
maliched by that of the loan notes and bends The borrowing investiment irusis contnbute te the running costs of the Cempany
There are deemed to be no further hquidity nsks

Future cash flows in respect of the financial iabilies ai 30th September 2041 based on the earigst date on which
payment can be reguired to be made was as follows

2011 2011 20m 2011
£ [ E £
Not more Between Mare than
3 months than one and five years
or less one year five years
Creditors - Amounts falhing due within one year
Finance costs of Debenture Stock - 5 807 250 - -
Other creditors 31312 897 -
Creditors - Amounts falling due after more than ono year
Finance costs - - 23 229000 8 710 875
Amounts payable on matunty - - 52 200 000
of Debenture Stock
Amounis payable on C shares - - 49,760
31,312 5807947 23,229,000 60,860,635
©0 028,864
2010 2010 2010 2010
£ £ £ £
Not more Between More than
3 manths than one and five yoars
or lgss ong yoar five years
Craditors Amounts falling due withun ona year
Finance cests of Debenture Stock - 5 807 250 -
Other creditars 30 99 714 - -
Creditors Amounts faling due after more than one year
Finance costs of Dabenture Stock - 23 229 000 14 518125
Amgunis payable on matunty - 52 200 00C
of Debenture Stock
Amounts payable on C shares - 48 7602
30,898 5,807,964 23,229,000 66 767 885
95 835 748

The Debenture Stock 1s repayable in January 2018

The bonds and noles issued by the iInvestment trusts are redcemable in January 2018
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Financial Risk Managoment Pehcies and Procedures (Continued)

Fair value disciosure

With the exceplion of the Debenture Stock and Ihe bonds and lean notes 1ssued by the imvestment trusts afl the other assets

and liabibties of the Company are held ai fairr value

2011 201

Faw Value Book Value

£ milthon £ millron

Debenturo Stock {74 5) {51 5)
Bonds and Loan Noles 735-718 511

The fair vatue of the Debenture Stock has been calculated using the clean closing prce at 301h Seplember 2011 of 142 84p

(2010 142 81p)

The range of far values of the bonds has been calculaled al lower and upper margins of 200-250 basis points above the gross

redemption yield of Treasury B 75% 2017 at the year end being 1 56% (2010 - 2 26%)

The farr value of the loan notes has been calcutated 1n each case 100 basis points hugher than the bonds

Hedging instruments

The Company had no hedging arrangements in place at the year end

Capital Management Policy

The company s capital at 30 September comprises

Net Long Term Debt

Creditors Amounts falling due afler more than one year

Less Loans 1o Borrowers

Equity
Called up Share Capital

Total Capnal

2010 2010
Far Value Book Value
£ milhon £ million
{74 5) (515

738 717 511
201 2010
£ £

51647 719 51841552
{51342 285) {51,285 880)
305434 375672
50308 548
355,742 376,220

The Company manages its total capital 10 ensura that it will be able to continue to mees 1ts obligation to repay the Debenlure Stock on

2nd January 2018 This strategy remains unchanged from 2010

Mtimate parent company

In the epimion of the directors the Company does not have & controlhing parly  The shares of the Company are owned by the two

investmeni trusis as descnbed in the Directors Repor Boih investment trusis are incorparated sn Great Britain and their

financial statements are avalable from 155 Bishopsgale London EC2M 3AD
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