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FIRST DEBENTURE FINANCE PLC

REPORT OF THE DIRECTCRS
for the year ended 30th September 2012

The directors have pleasure in submitting ther report and the audited financial statements for the year ended 30th September 2012

BUSINESS REVIEW

Principal Actiity

Fust Debenture Finance PLC was formed in 1987 as a vehicle to raise money from the public by the 1ssue of £80 milllon 13 125% Severally
Guaranteed Debenture Stock 2018 This Debenture Stock was severally guaranteed by four investment trusts managed by RCM (UK) Ltd
{RCM) n accordance with the terms of the Debenture Stock Trust Deed

The proceeds were apphied n subscribing for bonds and netes issued by four nvestment trusts under the management of RCM and in
investing in certficates of deposit and fixed rate bonds issued by Halfax ple out of which the Company services the debenture  The bonds
and notes 1ssued by the investment trusis provide for interest on the intial principal amounts to be pad during the first ten years at stapped
rates nsing to rates n the eleventh year whuch will continue for the remainder of the life of the bonds and notes  Further adjustments to the
amounts of interest payable may be made on the occurrence of certan specified events

On 20th March 2002 the directors of Charter European Trust plc ( Charter ) 1ssued proposals to reconstruct Charter  Thesa proposals were
approved and resulied in Charter being placed in members voluntary hquidation on 25th April 2002 involving repayment of its notes and
bends ssued by Charter to the Company  Consequently the Company repaid £23 4m of the £80m nominal value of the Debenture Stock in
1ssue together with an appropriate premum to reflact its market value at that ime  This premum  amounting to £10 4m and the £23 4m
prncipal was funded out of the proceeds received from Charter on the repayment of the notes and bonds

On 30th September 2002 Lloyds TSB Group plc disposed of the beneficial interest of its shares in the Company by sale contract and
declaralion that it held the legal title on trust for the purchasers pending its transfer On 21st November 2002 legal ownership of the A and C
shares held by Lloyds TSB Group plc was transferred to the thres remaning investment trusts

In March 2004 the directors of Allanz Dresdner Smatter Comparies !nvestment Trust plc ( Smaller ) mformed the Company of preposals to
repay ther share of the debt  These proposals were subsequently approved and resulted in Smaller being placed n members voluntary
iguidation on 23rd Apnl 2004 invelving repayment of the notes and bonds issued by Smaller to the Company  Consequently the Company
rapaid £4 4m of tha remaining £56 Bm nominal value of the Cebanture Stock tnissue together with a premium of £2 Om to reflect its market
value at that tme Both the £4 4m principal and the £2 0m premum were funded out of the proceeds received from Smaller on repayment
of its notes and bonds

On 10th March 2011 the legal ownershipofthe A B C and D shares held by Smaller was transferrad to the two remaining investment
trusts

The directors de not currently envisage any further changes o the business activities of the Company

Share Captal
Details of the Company's share capial are set out In Note 11 and Nota 12 There have been no changes in the year under review

Principal Risks
The prncipal risks faced by the Company fall into the following categories

Cradit nsk - the nsk that funds are not receved from the borrowers of the Loans In the event of the assets of any borrower being less
than the amount required to repay its barrowings there 1s a nsk of default by that borrower The borrowers have guaranteed ther
proportionate share of the repayment required by the Company to repay its principal and interest on the £52 2 million of 11 125%
Saverally Guaranteed Debenture Stock 2018 Thera are floating charges on each of the borrower's present and future assets and

tha borrowers have also agreed 1o meet ther proportionate share of any expensas incurred by the Company including any tax habiity
which may accrue to the Company generally or as a result of the redemphion or earler transfer of the foan notes and bonds held by
the Company as set out in Notes 1001} to the financial statements

Legal and regulatory nsk - the sk that apphcable provisions of Company Law and Listing Rules are not complied with  The Compary
mitigates this nsk by relying on the service of ts company secretary and professional advisers to ensure appropnate complance

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

Kay Porformance Indicators
Due to the imited nature of the Company's activities the Board does not consider I necessary to assess the performarce of its
activities using key performance ndicators

Future Developmaents
The Company does not have and does not expect to have any other business nterests and the current actvities of the Company are
expected to continue for tha foreseeable future

GOING CONCERN

After conswdenng the Principal Risks noted above including the guarantees grven by the Company s borrowers in respect of the 11 125%
Severally Guaranteed Debenture Stock 2018 the directors have reasonable expectatians that the Company has adequate resources

te continue in cperational existence for the foresesable future  For this reascn they continue 1o adops the going concern basis n
preparing the financial statements Please refer to Note 1 (b) for more details
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FIRST DEBENTURE FINANCE PLC
REPQRT OF THE DIRECTORS continued
for the year ended 30th September 2012

POST BALANCE SHEET EVENTS

There have been no significant events atter the balance sheet date

RESULTS AND DIVIDENDS

The results of the Company for the year are set out in detaid onpage & A profit of £45 726 has been cradited fo reserves (2011 profit
£41 150} The directors do not recommend the payment of a dvidend (2011 - £ril)

DIRECTORS

The directors who served throughout the year under review, except as noted were as follows

M D Hooper

| E Barlow

L J Clark

B J Doran

M L Gallagher

B J Doran retired as a Director on 15 September 2012 and M L Gallagher was appointad as a Ovector on the same date

Mane of the drectors had dunng the year diractly or indirectly a matenal beneficial interest n any contract to which the Company was a
party and which 1s or was significant in relation to the Company s business

Directors do not have service contracts and held office In accordance with the provisions of the articles of association of the Company

There were no employees of the Company duning the year {2011 - none)

DIRECTORS' INTERESTS

MNona of the directors had any mterast in the share capital of the Company at any time dunng the year or between the end of the year and
the date of this report

DONATIONS AND SUBSCRIPTIONS

No donations or subscriplions of a palitical or chantable nature wera made during the year (2011 - £nil}

SUBSTANTIAL INTERESTS

Tive Company has been advised cf the followrky holdings representing 3% or more of the 1ssued share capital carrying voling
nghts to vote at general meetings of the Company cn 7th January 2013

The Brunnar tnvestment Trust PLC ( Brunner ) 60 (or 50%) A shares 60 {or 50%) B shares
The Marchants Trust PLC { Merchants ) 80 (or 50%) A shares 60 {or 50%) B shares
CORPORATE GOVERNANCE

The Company has Debentura Stock bsted on the London Stock Exchange which is a speciakst debt securty as determined by the London
Stock Exchangs at the time the debt was listed The Board does not therefore have to give a statement of compliance with the governance
principlas contaned in the Combined Code on Corporate Governarce

The Beard has overall responsibility for the company's internal controls The Board aims to mainian full and effective control over appropriate
strategic financial operational and complance 1ssues

SUPPLIER PAYMENT POLICY

It 1s the Cumpany's financial payment palicy for the forthcorming financial year to get 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 suppliers terms at which business will take place and it (s our
palicy to abide by these terms  The Company had no trade creditors at the year end (2011 - £nil)
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FIRST DEBENTURE FINANCE PLC

REPORT OF THE DIRECTORS continued
for the year ended 30th September 2012

INDEPENDENT AUDITOR

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

a) so far as the director 1s aware there 1s no relevant audit information of which the Company s audior 1s unaware and

b} the director has taken all the steps that hefshe ought to have taken as a drrector to make himself/herself aware of any relevant audit
infermation and to estabhish that the Company's auditor 1s aware of that information

This confirmation 15 given and should be interpreted in accordance with the provisions of S418 of the Companies Act 2006

Dedortte LLP have expressed ther wilingress to continue in office as auditer  In accordance with the provisions of S487 of the Comparies
Act 2006 a rasolution for therr reappointment will be proposed at the forthcoming Annual General Meeting

Approved by the Board of Directors ang signed an its behalf by

P W I fngram
Company Secretary

22nd January 2013
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FIRST DEBENTURE FINANCE PLC

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for prepanng the Annual Report and the financial statements in accordance with the applicable laws ang
regulatwons

Comnpany law requires the directors to prepare such financial statements for each financial year Undar Company law, the dwectors have
elected to prepare the financial statements in accordance with United Kingdam Generally Accepted Accaunting Practice (United Kingdom
Accounting Standards and Applicable Law) Under company law the directors must not approve the financial statements unless they are
satisfied that they gve a true and faw view of the state of affars of the Company and of the profit and loss of the Company for that parnied in
comphance with UK GAAP and the Companies Act 2008  In prepanng those financial statements the directors are required to

- select suitable accounting policies applied consistantly

- make judgements and estimates that are reasonable and prudent

- state whether the applicable LUK accounting standards have been followed and

- prepare 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 fransactions
ard disclose with reasonable accuracy at any time the financial position of the Company and to enable them to ensure that the

financial statements comply with the Companies Act 2006 They are alsc responsible for safeguarding the assets of the Company and
hence for taking reasonatle steps for the prevention and detection of fraud and other irregularities
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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 Frst Debenture Finance ple for the year ended 30th September 2012 which comprise the Profit

and Loss Account the Reconciiation of Movements in Shargholders’ Funds the Balance Sheet the Cash Flow Statement and the Notes

to the Financial Statements numbared 1 to 17 The financial reporting framework that has been applied in thar preparation is applicable law ,

and United Kingdem Accounting Starxdards (United Kingdom Generally Accepted Accounting Practice) }
I

This report 1s made solely to the Company's members as a body in accordance with Chapter 3 of Part 16 of the Comparses Act 2008 Cur
audit work has been undertaken so that we might stata to the Company’'s members those matters we are required to state to them inan
auditars' report and for no other purpose  To the fullest extent permitied by law we do not accept o assume rasponsibility {0 anyone other
than tha Company and the Company's members as a body for our audit work for this report or for the opinions we have formed

Respaoctive rosponsibilities of directors and auditor

As explaned more fully in the Statement of Dwectors Respansibiifies the dwectors are respensible for the preparation of 1he financial
statemants and for being sansfied that they give a true and far view  Our responsibility is to audit and express an cpinon on tha financial
statements m accordance with applicable law and International Standards on Auditing {UK and Ireland} Those standards requirg us to
comply with the Auditing Practices Board's Ethical Standards for Audors

Scope of tho audit of tho financial statemonts

assurance that the financial statements are free from matenat misstalement whether caused by fraud or error - This includes an
assassment of whether the accounting policies are appropriate to the Company’s circumstances and have been consistantly appled

and adequately disclosad, the reasonableness of significant accounting estmates made by the drectors and the overall presentation

of the financial statements In addition we read all the financial and non-financial Information in the annual report {o identdy materal
inconsistencies with the audied financial statements I wo bacome awara of any apparent maternal misstataments or nconsistencies we
consider the implications for our report

An audit Involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable i
|
]
!
|
|

Opinion on financial statemonts

In our opirvon the financial statements
gve a ue and faw view of the stata of the Company's affaws as at 30 September 2012 and of ts profit for the year then ended
have bean properly prepared n accordance with United Kingdom Generalty Accepted Accounting Practice and
* have been prepared In accordance with the requrements of the Companies Act 2006

Opinion on other matters prescribed by the Companles Act 2006

In our opinion the information given in the Directors’ Repart for the financial year for which the financial statements are prepared is
conststant with the financial statements

Matters on which we are required to repert by excoption
We have nathing to report in raspect of the following matters where tho Companies Act 2006 requiras us lo report (o you if N cur opinon
+ adequate accounting records have nat been kept o returns adequate for our audit have not been receved frem branchas
not vistad by us or I
the financial statemants are not in agreement with the accounting records and returns or
« certain discloswres of diectors’ renumeration specifiod by law are not made or
we have not raceved all the information and explanations we requira for our audit

G=A" 2

Stuart McLaren {Senior Statutory Auditor)
for and on behalf of Delotte LLP

Chartered Accountanis and Statutory Auditor
London United Kingdom

22rd January 213
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FIRST DEBENTURE FINANCE PLC

PROFIT AND LOSS ACCOUNT
for the yoar onded 30th Septambor 2012

Interast premium and discount recevable
Administraiive expenses

Qperating profit before finance costs and taxation
Financa costs of borrowings

Operating profit on ordinary activities bafore 1axation
Tax on profit on ordinary activitios

Retainod profit for the year

Notes

13

All the profits and losses of the Comgany have been derved from conbinuing activities

There are no recognised gains or losses for the current or previous financial year other than as stated in the prafil and loss account

The notes on pages 11 to 18 form part of thase financial statements

Paga B

2012 2011

£ £

5961 002 5053 140
(44 887} (48 115)
5916 115 5905 025
(5 889 709) (5863 178}
45 406 41 847
(880) {697)

45 726 41 150




FIRST DEBENTURE FINANCE PLC

RECONCILIATION OF MOVEMENTS IN SHAREHQLDERS' FUNDS
for the yoar onded 30th September 2012

Called up Sharo Premum Profit and Loss Total
Sharo Capital Account Account

£ £ £
Net deficit at 1st October 2010 548 4617 862 {4 971 581) (353 141)
Reclassfication of C' Shares (note 11) 40 760 - - 49 760
Profit for the financial year - - 41150 41150
Not doficit at 30th September 2011 50 308 4 617 892 {4 930 431} (262 231)
Net defictt at 1st Qctober 2011 50 308 4 617 892 (4 930 431} {262 231)
Profit for the financial year - 45726 45 726
Net deficit at 30th September 2012 50 308 4 617 852 {4 8B4 705) {216 505)

The notes on pages 11 to 18 form part of these hnancial staternents
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FIRST DEBENTURE FINANCE PLC

BALANCE SHEET
as at J0th Septembar 2012

Fixed assets
Investments

Current assats

Debtors - due within one year
Cash at bank and in hand

Croditors
Amounts falling dus n less than one year

Net current assots
Total assets less curront liabilities

Craditors - Amounts falling due after more
than one year

Net habilitios

Capital and reserves
Called up share captal
Share premium account
Profit and loss account

Shareholders’ deflcit

Notes

2

10

1
12
13

2012 2012 2011
£ £ £
51438 170 51342 285
1436 335 1422 807
79 529 84 330
1515 864 1507 137
—(1460,361) —{1463,934)
55503 43203
51493673 51 385,488
{51710 178} (51 647.719)
(216 505) (262 231)
50 308 50 308
4617 892 4617 892
{4 884 705} (4930 431}
{216 505) (262 231)

These financial statements for Frst Dabenture Finance pic, company number 02184859 were approved by the Board of Dwrectors and

authonised for 1ssue on 22nd January 2013

They were signed on its behalf by

5%\/&@_

L J Clark
Director

The notes on pages 11 1o 18 form part of these financial statements
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FIRST DEBENTURE FINANCE PLC

CASH FLOW STATEMENT
for the year ended 30th Septamber 2012

Net cash nflow from operating activities (note {a))
Returns on investments and servicing of finance
Debenture interest paid
Overdraft interest paid

Taxation
Corporation tax pad

Net cash (outflow} inflow after financing

{Decrease) Increase in cash {note (c}}

Notes to the cash flow statement

a) Roconciliation of operating profit before taxation and
interest to net cash inflow from operating activities

Operating profit before taxation and finance costs
Increase in value of fixed asset Investments
Increase in debtors

{Dacrease} Increase in craditors

Net cash inflow from operating actvities

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

(Decrease) Increase in cash dunng year
Other non cash movements

Change in net debt

Net debt at 1st October

Net debt at 30th September (Note (c))

The notes on pages 11 to 1B form part of these financial statemants

Page §

2012 2011

£ £

5 803 148 5819 161
{5 807 250} (5 807 250)
0 n

(697) (T14}

(4 BO1) 11196

(4 801) 11196
2012 2011

£ £
5916,115 5005 025
(95 885) (76 405)
{13 528) (9 872)
{3 556) 413

5 803 146 5810 161
2012 2011
£ £

(4 801) 11196
{12 889) {55 927)
(17 500) {44 731)
(53,045 D74) (53 000 343)

(53 062 574)

(53 045 074)




FIRST DEBENTURE FINANCE PLC
CASH FLOW STATEMENT {continued)
for the year ended 30th September 2012

¢)  Analysis of changes in net debt At 1st Oct 2011 Cash flows Other changes Al 30th Sept 2012
£ £ £ £

Cash in hand and at bank 84 330 {4 801) - 79 529

Debt due within one year (1431925 - - {1431 925}

Debt dua after one year {51 887 478) . {12 699) (51710 178}

(53 045 074) (4 801) {12 699) (53062 574)

The notes on pages 11 to 18 form part of these financial statements
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FIRST DEBENTURE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
for tho year onded 30th Septombor 2012

a)

b}

€}

d)

o

f

9}

1 Accounting policios

The financial staterments have been prepared n accordance with the applicable United Kingdom law and United Kingdom Generally
Accepted Accounting Practice (UK GAAP)

Accounting Convention
These financial statements have bean prepared in accordance with the hustornical cost convention

The accounting policies adopted in praparing the current year s financial slatements are consistent with those of previous years

Going Concern

The directors beligve that it i1s approprate to continue to adopt the going concarn basis in preparing the financiat statamants as

the borrowers of the loan notes and bonds have guaranteed ther proporticnate share of the repayment required by the Company to
repay #s principal and interest on the £52 2 miton of 11 125% Severally Guaranioed Debenture Stock 2018 The direclors have
evaluated the financial positions of the borrowers of the loan notes and bonds and have determined there to be no 1s5ue argund
therr going concern or meeting of tha guarantee Thera are floating charges on each of the borrower s present and future assets
and the borrowers have also agreed to meel ther proportionate share of any exponsos incurred by the Compary including any tax
liabilty which may accrue to the Company generally or as a result of the redemption or garlier transfer of the loan notes and bands
heid by the Company as set out in Note 10{)) to the financial statements

Intorost premium and discount receivable
Inlerest premum and discount racevable are recogresed in the profit and loss account as set out in Note 1(e} below Bank
interest 1s accounted for on an accruals basis

Fimance costs
Finance costs of financial labitwes are recognised in the prafit and loss account as set out n Note 1{f} below

Fixed assets

Bonds

The bonds are 1ssued by the two investment trusts {Merchants and Brunnor) and are listed on the Luxembourg Stock Exchange
Thoy are classified as hald to maturity nvestments and measured at amortised cost using the effectiva interest rate mathod less

impairment in accordance with FRS 28 "Financial Instruments Recognition and Moasurement’  Amortised cost is calculated by taking

nto account any issue costs and any discount or premium

Loan notes
The loan notes are unlisted and are included n financial assets They are classified as loans and recewables and measured

at amortised cost using the effactve Interest rate method less impairmant in accordance with FRS 26 "Financial Instruments Racognition

and Measurement® Amorhsad cost 1s calculated by taking into account any 1ssue costs and any discount or pramium

Interest premmim and discount are accrued on the bonds and loan noles at constant rates being 10 each case that implicit in the
terms on which the investment was acquired and are shown net of intorest adjustments calculated under the terms of the loan
agreements The bonds and loan notes are carried in the balance shaet at cost plus accrued discount and interest Accrued
interest in respect of the current interest penod & shown separataly undar debtors duc within one year

Debonture Stock

Dabenture stock 15 classified as ather financial labilties and measured at amortised cost using the effective interast rata method
The debenture stock 15 stated at the amount of net preceeds receved immadiately after issue plus the appropnate accrued
finance cos!s at the balance sheet date The hnance costs of such borrowings (bewng the differance batween Lha net procesds
of a borrowing and the total payments that may be required in respect of that borrowing) are allocated to the profit and loss
account over tha term of tho Debenture Stock al a constant rata on the carrying amaount

Taxation

UK corporation tax I1s provided at amounts expected to be paid {or recovered) using the tax rates and laws that have boen enacted
or substantvely enacted by the balance sheet date

Deferred tax 15 provided in full on timing differences which resuft in an obligation at the balance sheet date to pay more tax or a nght
to pay less tax at a fulure date at rates expected to apply when they crystallse based on current rates and law  Timing differences
anse from the nclusion of tems of Income and expenditure i taxaton computations in parads diffarent from thase in wiich they are
included i financial statements Deferred tax assets are recognised to the oxtond that it 1s regarded as more kely than not that they

will ba recovered Deferred lax assets and labiities are not discounted
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FIRST DEBENTURE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
for the year ondad 30th Septembaer 2012

2

w

o

[3,]

2012 2011
Interest and discount receivable £ £
Interest and redemption premiur receved on notes and bonds 5 851 549 5 866 827
Movement in interest accrued n respect of current nterest penod on notes 13,528 9 872
and bonds
5865077 5 876 699
Movement in other interest and discount accrued 95 885 76 405
Total accruing interest and discount on notes and bonds 5960 862 5953 104
Bank depos#t and other interest recevable 40 36
5 961 002 5953 140
2012 2m
Finance costs of borrowings £ £
Interest and redemption premium payable an debenture stock (repayable after five years) 5 807 250 § 807 250
Amortisation of finance costs 62 459 55 927
Qverdraft interest - 1
5 869 709 5863 178
2012 2011
Oparating profit on ordinary activities before taxation £ £
Tha operabing profit on ordinary activities before taxation 15 arnved
at after charging
Auditor's remuneration {inclusive of VAT) 14 400 13 200

Amaunts paid fo the auditar's in respect of non-audit services for taxation advice amounted to £6 960 inclusive af VAT
(2011 - £6 G960}

2012 2011
Staff costs and directors emolumants £ £
Emoluments of the directors were as follows
Fees 2000 1 000

The fees for M D Hooper L J Clark B J Doranand M . Gallagher are payable to RCM (UK} Limte¢ 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 Saptombaor 2012

2Nz 2011
6 Taxation on profit on ordinary activities £ £
Corporation tax payable at 20% (2011 - 20 5%) 880 697

The current tax charge assessed for the year 15 lower than that resulting from applying the standard rate of corporation tax of 26%
{2011 - 27%)} The differences are explamed below

Operating profit on ordinary activities before taxation 46 406 41 847

Tax at 25% (2011 - 27%) therean 11602 11299

Reconciling factors

Effect of small companios tax rale (2320) (2 720)
Non taxable tem (8 602) (7 882)
Current tax charge for the year 680 697

At a Board Meeting on 26th January 2010 the directors agreed to elect that the Company be taxed under the Securhsation Companies
Regulations 2006 (S| 2006/3296) for the accounting penod commencing 181 Ociober 2007 and all subsequent accounting ponods

T Fixed asset investmonts Listed bonds on the Unbsted
Luxembourg Stock Exchange loan notes. Total
£ £ £
Qnginal cost
Al 1st October 2011 and 30th September 2012 32,443 845 8 110,962 40,554 807
Amortised cost
|
I At st Octeber 2011 41 054 309 10 287 976 51 342 285
Movement in other interest and discount accrued B3 953 11932 95 BBS
At 30th Septembar 2012 41,138 262 10 299 908 51,438,170
The fixed asset nvestments compnse unhisted stapped rate loan notes and listad stepped rate bonds 1ssued by two investment trusts
{Brunner and Merchants) It 1s tha intention to hold these investments to matunty or until earhier repayment in accordance with the terms
In accordance with FRS 26 the bonds are classified as hetd to matunty investmonts and measured at amorhsed cost using the effective
interest rate method
In accordance with FRS 26 the loan notes are classified as loans and recevablos and are measured at amortised cost using the
effective interest rate mathod
2012 2011
8 Debtors £ £
Amounts due within one year -
Accrued incoma 1436335 1,422 807
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FIRST DEBENTURE FINANCE PLC

NOTES TC THE FINANCIAL STATEMENTS
for the year endod 30th Soptember 2012

9

10

Croditors - amounts falling due within one yoar
Debenture nterest payable

Corporation tax payabls
Other creditors

Creditors - amounts falling due after one year

11 125% Debenture Stock 2018 {at par)
New 1ssus expenses

Discount on Issue

Amount on issue

Amortisation of discpunt and 1ssue costs

2012 2011
£ £
1431925 1431925
680 697
27 756 31312
1460 361 1463 934
2012 201
£ £
52 200 000 52 200 D0OC
(580 768) (580 768)
(533 738) (533 738)
51085404 51085 454
624 684 562 225
51710178 51647 719

The Debenture Stock 15 due 16 be repaid at par on 2nd January 2018 subject to early repayment in accordance with its terms

Tha Debenture Stock 1s secured by a fixed charge over the investments and book debts of the Company and a floaling charge over

the whole of the remainder of s undertaking property and assets The stock is severally guaranteed by two listed investrent trusts
{The Brunner Investment Trust plc and The Merchants Trust plc) in proportion to the relative onginat principal amounts of bonds and
notes 1ssued by those Invastment trusls and purchased by the Company from the proceeds of the stock
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FIRST DEBENTURE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30th Septembaer 2012

2012 2011
11 Called up share capital £ £
Autherised

120 ‘A’ shares of £1 each 120 120
120 B shares of £1 each 120 120
49 760 'C shares of £1 each 49 760 49 760
5 000 000 D' shares of 1p each 50 000 50 000
100,000 100,000

Allotted and fully pad
120 A shares of £1 each 120 120
120 ‘B’ shares of £1 each 120 120
48 760 C' shares of £1 each 49 760 49 760
30 788 D shares of 1p each 308 308
50 308 50 308

The 'A' shares of £1 each confer on tha holders tha nght to recenve

a) the balance of the profits available for distnbution and resolved o be distnbuted i any one financial perod 1o a8 maximum of
£3000 pa after the payment of the dividend to the holders of C shares

b} thwee quarters of the profits avaltable for distnbution and resolved to be distnbuted in any one year after meeting the preferential
dividend payable in respect of the C shares and the preferential dividend raforred to in (a) above pan passu with the holders of the
B shares and

¢) onwinding up three quarters of the surplus remairung after payrment to the holders of the 'C shares of therr antitloments pan passu
with the holders of tha 'B shares

The A sharas carry the right to one vote per share

The 'B' shares of £1 each confer on the holders tha nght to receve

a) one quarter of the profits available for distribution and resalved to bo distributed In any one year after meating the prafarential
dividend payable in respect of the 'C' shares and the preferential dividend in respect of the 'A shares referred to above pan passu
with the ordinary dividend payable to holders of the A’ shares and

b} o winding up one quartar of the surplus remaining aftar payment to tho holdars of the 'C’ shares of thoir entitiements  par passu
with the holders of the 'A’ shares

The 'B shares carry the fight 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 available for distnbution and resctved to be distributed n any one financial period subject to 8 maximum of
£1000 pa but with no further nght to share in the profits of the Company and

b} on winding up £48 760 ranking in prionity to all other shares in the capral of the Company

The C sharas do not carry the nght to receve notice of or attend or vote at any general mesting of the Company

The C shares are classiied as Equity in accordance with FRS 25 'Fnancial Instruments Disclosure and Presentation as dividend
payments are at the discreton of the Company, and as per the Articlos of Association these dvidends must be resotved to be dsinbuted
by the Company Up to 30th Sepiember 2010 the C shares ware classified as a Liability

The D shares of 1p each confer on the holders tha nght to receve

a) a non-cumutative preferential dividend at the rate of 5% per annum {net of any related tax credt) on the nominal value thoroof after
meeting the preferentiat dnidand payable in respect of the C sharas and the ‘A’ shares but with no further of other right 1o any

dnadend and

b) on winding up a sum equal to tha amount subscribed for such ‘D shares aftor paymant to the holders of the C shares

The D shares do nat camry tha nght to recerve nolice of or attend or vote al any genarat meeting of the Company
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FIRST DEBENTURE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
for the yoar endoed 30th September 2012

12

13

14

15

Sharo promium account £
Balance at 1st October 2011 4617 892
Movemaent in year .
Balance at 30th September 2012 4617 892
Profit and loss account £
Balance at 1st October 2011 (4 830 431}
Profit for the financial year 45 726
Balance at 30th September 2012 {4 B84 705)

Relatod party transactions

The unlisted steppad rate loan notes and listed stepped rate bonds included in fixed assel investmants are 1ssued by two
nvestment trusts which alse hold a substantal intarast n the Company as disclosed in the Directors Report  The carrying value of
these rotes and bonds 1s shown in Note 7 and tha movement in interest accrued during the pencgd 15 shown in Note 2

Financial Risk Management Policies and Procedures

Ther Company's finantial nstruments dunng the year consisted of the listed Debenture stock the unlisled stepped rate loan notes
the isted stepped rate bonds and cash As noted m the Report of the Duectors the purpose of the listed Dabenture stock was
to raise finance for certain investment frusts managed by RCM (UK} Limited ihrough fixed asset loan notes and bonds The
main nisks for the Company are summansed below

Market nsk

Market nisk ansaes mainly from uncertainty about future values of financial instruments held specifically from price foreign
currency and Interest rate movements It represents the potontiat loss the Company might suffer through holding market positions
n tha face of market movements

a) Price risk

Price nsk 1s the nisk that the far value or future cash flows of a financial instrument will fluctuate bocause of ¢hangas n market

prices (other than those ansing from interest rate nsk or foreign currency nsk}  The financial assets compnse unhstod stapped
rate loan notes and listed stepped rate bords The financial liabiities comprise the 11 125% Dabenture Stock It 1s the intention
to hotd these financial mstruments to maturity or unbl earier repayment in accordance with the terms therafore the pnca sk s
net deemed matenal 1o the entity

b} Foroign currancy nsk

The Company dd not enter nto foregn currency transactons dunng the year and therefore there 15 no currency nsk

c) Interost rato risk

Interest rate risk 1s split into two categones cash-flow nterast rate nsk and far value intergs! rate nsk

Cash-flow interest rate nsk s the risk that the futura cash flows of financial nstruments will fluctuate because of changes n

market interest rates The Company typically maintains a fow cash balance and therefore exposure to cash fiow interest rate

risk 1& minimal

Farir value interest rate nisk 1s the rigk that the value of a financial instrument will fluctuate because of changas in market interasi
rates As tha Company has fiwed rate long-term Debenture Stock loan notes and bonds 1t 1s exposed to fair value interest rate risk
The nsk s considared mimmal since mavemants in market rates will have an opposing effect on the vatuation of the Debenture

Stock o the valuation of the notes and bonds In addition it 1s the intention to hold these financial instruments to maturity or
until earlier repayment in accordance with tha terms
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FIRST DEBENTURE FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30th September 2012

15 Financial Risk Managemant Policies and Procedures {Continued)

The contractual matunities of the financial assets and habilibes at 30th September 2012 based on the earliest date on which

payment can be required {o be made was as follows

Contracted

Maturity interest rate at

Date 30th Sept 2012

Bonds 2 January 2018 145
Loan Notes 2 January 2018 145
Debenture Stock 2 January 2018 11125
Contracted

interesi rate at
30th Sept 2011

Effective
interest rate at
30th Sept 2012

115

1186

17
Effective

interest rate at
30th Sept 2011

Bonds 2 January 2018 145 "5
Loan Notes 2 January 2618 145 15
Debenture Stock 2 January 2018 11128 "7
Cradit nsk
The risk that funds are net recewved from the borrowers of the Loans In the event of the assets of any borrower being less than
the amount required to repay its borrowings there s a nisk of defaull by that borrower The borrowers have guaranteed their
proportionate share of the repayment required by the Company to repay its principal and interest on the £52 2 milon of 11 125%
Severally Guaranteed Debenture Stock 2018 There are floating charges on each borrower's present and future assets and
each borrower has also agreed to meet its proportionate share of any expenses incurred by the Company including any tax
lability which may accrue to the Company generally ar as a result of the redemption or earlier transfer of the loan notes and bonds
held by the Company as set out in Notes 10(1) and 11 to the financial siatements
Liguidity nsk
The Company manages its hquidity through the Debanture Stock and the use of a bank overdraft faciity where appropriate The
Debenture Stock interest ss matched by that of the fcan notes and bonds The borrowing investment trusts contnibute to the running
costs of the Company There are deemed to be no further iquidity risks
Future cash flows in respect of the financial habities at 30th September 2012 based on the earhesi date on which
payment can be required to be made was as follows
2012 2012 2012 2012
£ £ £ £
Not more Batween More than
3 months than ore and fivg yaars
or less one year five years
Creditors - Amounts failing dus within one year
Finance costs of Debenture Stock - 5 807 250 - -
Other creditors 27 758 68C B -
Creditors - Amounts falling due after more than one year
Finance costs - - 23 229 000 2903625
Amounts payable on maturty - - 52 200 000
of Debenture Stock
27,756 5 807 930 23 229 000 §5,103 625
B4 168 311
201 2011 20m 2011
£ £ £ £
Not more Between Mare than
3 months than ore ard five years
or less one year five years
Croditors - Amounts falling due within one year
Finance casts of Debenture Stock - 5807 25CG - .
Other crediors 3132 697 - -
Craditors - Amounts falling due after more than one yoar
Finance costs of Debenture Stock - - 23 229 000 87108715
Amounts payable on matunity - - - §2 200 000
of Dabentura Stock
31312 5 807 947 23 229 000 60510 875

The Debentura Stock 1s repayable in January 2018

The bends and notas 1ssuad by the investment trusts are redeemable s January 2018
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FIRST DEBENTURE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30th Septomber 2012

15 Financial Risk Management Pohicies and Procedures {Continued)

16

1

-~

Fair value disclosure

With the exception of the Debanture Stock and the bends and loan notes 1ssued by the mvestment trusts, all the other assets
and habiities of the Company are held at far value

2nz 2012 2011 2011

Far Value Book Value Far Value Book Value

£ millien £ million £ milion £ milion

Debenture Stock (73 8) (515) (74 5) {515)
Boruis and Loan Notes 733-78 511 735-718 511

The tar value of the Debenture Stock has been calculated using the clean closing price at 30th September 2012 of 140 85p
(2011 - 142 64p)

The range of far values of the bonds has been calculated at lower and upper margins of 200-250 basis points above the gross
redemption yweld of Treasury 8 75% 2017 at the year end being 0 62% (2011 - 1 56%)

The fair value of the loan notes has been calculated in each case 100 basis points higher than the bonds

Hedging instruments

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

2012 2011

Capital Management Policy £ £
The Company's capital at 30 September comprises
Net Long Term Debt
Crediters Amounts falling due after more than one year 51710173 51647 718
Less Loans to Borrowers (51 438 170) (51342 285)

272008 305 434
Equity
Called up Share Capral 50 308 50 308
Total Capital 322 316 355 742

The Company manages its total capital to ensure that it will be able to continue to meet its cbligation to repay the Debenture Stock on
2nd January 2018 This strategy remains unchanged frem 2011

Ultimate parent company

In the opinion of the directors the Company does not have a controlling party The shares of the Company are owned by tha two

investment trusts as descnbed in the Directors' Report Both investment trusts are mcorporated in Great Britain and ther
financial statements ara avaidable from 155 Bishopsgate London EC2M 3AD
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