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FIRST DEBENTURE FINANCE PLC

REPORT OF THE DIRECTORS
for the year ended 30th September 2009

The directors have pleasure in submitting their report and the audited financial statements for the year ended 30th September 2009

BUSINESS REVIEW

Principal Activity

First Debenture Finance PLC was fermed in 1987 as a vehicla to raise money {rom the public by the 1ssue of £80 million 11 125% Severally
Guaranteed Debenture Stock 2018 This Debenture Stock was severally guaranteed by four investment trusts managed by RCM (Ui} Lt
{RCM} In accordance with the terms of the Debenture Stock Trust Deed

The proceeds were appled in subscnbing for bonds and notes 1ssued by four Investment trusts under the management of RCM and in
invasting in certificales of deposit and fixed rate bonds issued by Halfax plc, out of which the Company semices the debenture  The bonds
and notes issued by the investment trusts provide for interest on the inthial prncipal amounts to be paid dunng the first ten years at stepped
rates nsing to rates in the eleventh year which will centinue for the remainder of the Iife of the bonds and notes  Further adjustments to the
amounts of interest payable may bé made on the occurrence of certaln specified events

On 20th March 2002, the directors of Charter European Trust plc (Charter} issued proposals Lo reconstruct Charter  These proposals were
approved and resulted in Charter being placed in members' voluntary kquidahion on 25th Apnt 2002 involving repayment of its notes and
bonds 1ssued by Charler to the Company Consequently, the Gompany repaid £23 4m of the £80m neminal value of the Debenturs Stock in
issue together with an appropnate premium to reflact its markst value at that tme  This premium, amounting to £10 4m and the £23 4m
pnncipal was funded out of the proceeds received fram Charter on the repayment of the notes and bonds

On 30th September 2002 Lloyds TSB Group ple disposed of the beneficial iInterast of 118 shares in the Company by sale contract and
declaration that it held the legal utle on trust for the purchasers pending its transfer On 2151 Novernber 2002 legal ownership of the 'A'and 'C'
shares held by Lloyds TSB Group plc was transferred to the three remaning investmenit trusts

In March 2004 the directors of Alhanz Cresdner Smaller Companes Investment Trust plc {Smaller) informed the Company of proposals to
repay their share of the debt These proposals were subsequently approved and resulted in Smaller being placed in meinbers' voluntary
liguidation on 23rd Apnil 2004 Invelving repayment of the notes and bonds 1ssued by Smaller to the Company  Gonsequently, the Company
repad £4 4m of the remaining £56 6m nominal value of the Debenture Stock in Issua togethar with a premidm of £2 Om 10 reflect s markat
value at thal time  Both the £4 4m prncipal and the £2 Om premium were funded out of the proceeds receved from Smaller on repayment
of is notes and bonds

The directors do not currently envisage any further changes to the businass actviies of the Company

Share Capital
Detals of the Company's share capital are set out in Note 10 and Note 12 There have been no changes in the year under review

Principal Rizks
The prncipal nsks faced by the Company other than those identified in Note 16 fall inte the following categones

Credit ngk - the nsk that funds ara rot received from the borrowers of the Loans In the event of the assets of any borrower baing less
than the amount required o repay its borrowings, there 1s a nsk of default by that borrower Tha borrowers have guarantead ther
proportionate share of the repayment required by the Company to repay its principal and interest on the £52 2 millien of 11 125%
Severally Guaranteed Debenture Stock 2018 Thers are floating charges on each of the borrower's present and future assets and

the borrowers have also agreed to mset their proporionate share of any expenses incurred by the Comgpany, ncluding any tax hability
which may accrue to the Company generally or as a result of the redemption or earlier transfer of the loan notes and bonds beld by
the Company, as set out In Notas 10{) and 11 1o the financial statements

Legal and regulatory nsk - the nsk that applicable provisions of Company Law and Listing Rules are not compled with  The Company
mitigates this nsk by relying on the service of ts company secretary and professional advisers 10 ensure appropnate complance

Key Performancae Indicators
Due to the limited nature of the Company’s activities the Board does not consider it necessary to assess the performance of its
actvilies using key performance indicators

Future Developments
The Comparly does not have, and does not expect to have any other business mnterests, and the current activities of the Company are
expected to continue for the foreseeable future

GOING CONCERN

After considenng the Prncipal Risks noted above, including the guarantees given by the Company's borrowers n respect of the 11 125%
Severally Guaranteed Debenture Stock 2018 the directors have reasonable expectations that the Company has adequate resources

to continue in operational exsience for the foreseeable future  For this reason, they continue 1o adopt the gaing ¢oncern basis in
prepanng the financial statements
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FIRST DEBENTURE FINANCE PLC
REPORT OF THE DIRECTORS continued
for the year ended 30th September 2009

POST BALANCE SHEET EVENTS

Post balance sheet events are referred 1o in Note 17

RESULTS AND DIVIDENDS

The results of the Company for the year are set out In detall on page 6 A profit of £4,329,505 has been credited to reserves (2008 profit
K87 923) The drectors do not recommend the payment of a dividend {2008 - Erul)

DIRECTORS

The directors who held office dunng the year under review were as foliows

B.J Doran

M D Hooper

B C R Siddons

SR TWhie

None of the directors had dunng the year, directly or indirectly a matenal beneficial interest in any contract to which the Comparny was a
party and which s or was significant in relatien to the Company’s business

Drrectors do not have service contracts and held office in accordance with the provsions of the articles of assocration of the Company

There were no employees of the Company dunng the year (2008 - none)

DHRECTORS' INTERESTS

MNone of the directors had any interest n the share capital of the Company at any tme dunng the year, or between the end of the year and
the date of this report

DONATIONS AND SUBSCRIPTIONS

No donatiors or subsenphiens of a poltical or chantable nature ware made dunng the year (2008 - £nl)

SUBSTANTIAL INTERESTS

The Company has been adwsed of the following holdings representing 3% or mora of the Issued share capital carmying voling
nghts 10 vote at general meetings of the Company on 2na Febrruary 2010

Alkanz Cresdner Smaller Companies

Invesiment Trust pic (Smaller) - 26 (or 21 6%} 'A' shares B (or 6 7%) 'B' shares
The Brunner Investment Trust PLG {Brunner’} 47 (or 39 2%) 'A' shares 41 (or 34 1%) 'B' shares
The Merchants Trust PLC (Merchants’ 47 (or 39 2%) ‘A’ shares 71 (or 59 2%) 'B' shares

In members’ veluntary kquidation

CORPORATE GOVERNANCE

The Companty has iisted Debenturs Stock which 1s a specialist debt secunty as determined by the London Stock Exchange at the time the
dabi was isted The Beard does not therefore have to give a statement of comaliance with the gavernance principles contained in the
Combrened Code on Corporate Governance

SUPPLIER PAYMENT POLICY

It is the Company's financial payment policy far the forthcoming financial year to get the bast terms for all buginess and therefore there is no

consistent policy as 1o the terms used  In general the Company agrees wath its supphers terms at which business will take place and it1s our

policy 1o atnde by these terms  The Company had no trade creditors at the year end (2008 - £n)
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FIRST DEBENTURE FINANCE PLC

REFORT OF THE DIRECTORS continued
for the year ended 30th September 2008

INDEPENDENT AUDITORS

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

a) sofar as the director 1s aware, there 1$ no relevant audit iInformation of which the Company's auditors ars unaware and

b) the director has taken all the steps that he/she ought to have taken as 8 director 10 make himselifhersel aware of any relevant audn
nformation and to establish that the Company's auditors are aware of that information

This confirmation 1s given and should be interprated N accordance with the prowsions of 3418 of the Companies Act 2006

Deloitte LLP, have exprassed therr wilingness to continue in office as auditors  In accordance with the provisions of 5487 of the Comparies
Act 2006 a resclution for therr reappointment will be propesed at the forthcoming Annual General Masting

Agprovad by the Board ol Direclors and signed on s behall by

P Wl Ingram
Company Secretary .

2nd February 2010
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FIRST DEBENTURE FINANCE PLC

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The drrectors are responstble for prepanng the Annual Report and the inancial statements in accordance with the applicable laws and
regulations

Company law requires the directors to prepare such financial statements for each financiat year Under the law, the directors have
elecied 1o prepara the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and Applicable Law) Under comparny law the directors must not approve the financial statements unless they ara
satisfied that they give a true and fair view of the stated affars of the Company and of the profit and loss of the Cempany for that penodin
comphance with UK GAAP and the Comparues Act 2006  In preparing thosa financial statements, the directors are required to

select sullable accounting policies applied consistently;

make [udgements and estimates that are reasonable and prudent

state whether the applicable UK accounting standards have been folowed and

prepare financial statements on the gaing concern basis unless it is INappropnaie to presume that the Company will continue n

business

The diractors are responsible for keeping adequate accounting records that ara sufficient tc show and explain the Comp.ny transactions
and disclose with reasonable accuracy at any time the financial position of the Company and te enable them to ensura 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 rregulanties
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FIRST DEBENTURE FINANCE PLC

INDEPENDENT AUCITORS' REPORT TO THE MEMBERS OF FIRST DEEENTURE FINANCE PLC

We have audited the finangial statements of First Debenture Finance ple for the year ended 30th September 2008 which ¢ ompnse the Profit
and Loss Account, the Reconciliation of Movernents in Shareholders' Funds the Balance Sheet, the Cash Flow Statement and the Neles

to the Financial Statements numbered 11c 18 The financial reporting framework that has been applied in their preparation 1s applicable law
and Linted Kingdom Accounting Standards (United Kingdom Generally Accepled Accounting Practce)

Thus report 1s made solely to the Company's members as a body, in accordance with Chapter 3 of Part 16 of tha Cormpanies Act 2006 Qur
audit work has been undertaken so that we might state to the Company's members those matters we are required to state to them inan
auditors' report and for no other purpese  To the fullest exdent permitied by law, we do not accept or assume responsibility 1o anyone othar
than the Compary and the Company's members as a body for our audit work, for this repor, or for the cpinions we have formed

Respective responsibibties of directors and auditors

As explained more fully in the Directors’ Responsibilties Statement, the directors ara responsitle for the preparation of the financial
statements and for being satisfied that they give & true and fair view  Cur responsibility 1s to audit the finangial statements in accordance
with applicable law and International Standards en Auditing (L and Ireland)  Those standards require us te comply with the Auditing
Practices Board's {APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves oblaining evidence about the amounts and disclosures in the financial statements sufficiant to give reasonable
assurance that the inancial statements are free from materal misslatement, whether caused by fraud or error  This Inciudes an
assessment of whether the accounting policies are appropnate to the Company's circumstances and have been consistently appled
and adequately disclosed, the reasonableness of significant accounting estimates made by the directors, and the overall presentation
of the financia statements

Opimien on financial statements

in our opinton the financial statements
* gve a true and far view of the state of the Company's affars as at 30 Septembar 2008 and of its prefit for the year then ended
* have been properly prepared in accordance with United Kingdem Generally Accepted Accounting Practice anc
» have been prepared in accordance with the requiremants of the Companies Act 2008

Opinion on other matter prescnbed by the Companies Act 2006

In our opinen the information given in the Directers' Report for the financial year for which the financial statements are prepared 1s
consistant with the hnancial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2008 requires us to report to you if, n our opinion
+ adequate accounting records bave not been kapt, or returns adeguate for cur audit have not been received from branches
not visited by us or
« the financial statements are not in agreernent with the accounting records and returns, or
+ certain disclosures of directers' renumeration specified by law are not made or
+ we have not recerved all the information and explanations we require for our audit

4t} Ml

Stuart McLaren (Semior Statutory Audior)
for and on kehalf of Deloitie LLP

Chartered Accountants and Statutory Auditors
London United Kingdom

2nd February 2010
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FIRST DEBENTURE FINANCE PLC

PRCFIT AND LOSS ACCOUNT
for the year ended 30th September 2009

Notes 2009 2008 |
£ £

|

Interest, premium and discount receivable 2 5 965,303 6,023,065 :
Administrative expensaes (95 992) {67,043)

Operating profit before finance costs and taxation 5869,311 5,856 022 |
Finance costs of borrowings 3 (5,853 526) (5,847 400)
Operating profit on ardinary actmties before taxation 4 15,785 108,622
Tax credit {charge} on profit on ordinary activities <] 4 313,720 {20 699)
Retained profit for the year 14 4,329,505 BY 923

All the profits and losses of the Company have been denved from continuing activties

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

‘The notes on pages 11 10 1B form part of these financial statements |

Page 6




FIRST DEBENTURE FINANCE PLC

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS
for the year ended 30th Septamber 2009

Called up Share Premium Profit and Loss Total
Share Capital Account Account
£ £ £
Net deticit at 30th September 2007 548 4,617 892 (9,418 370) (4 798 930)
Profit for the Bnancial year - - 87 923 87,923
Not deficit at 30th Septernber 2008 548 4 817 892 {9 330 447) 4 712 007)
Net deficit at 30th September 2008 548 4 617,882 {9,330 447) {4 712 007)
Profit for the financial year - - 4,329 505 4,329 505
Net deficit at 30th September 2009 548 4617 892 (5 000 942) (382 502)

The notes on pages i1 to 18 form pan of these financial statements
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FIRST DEBENTURE FINANCE PLC

BALANCE SHEET
as at 30th Septembar 2000

Fixed asseats
Investmenis

Current assets

Debiors - dus within one year
Cash at bank and i hand

Craditors
Amounts falling due it less than one year

Nat current assets (labiliies)
Total assots less current liabibtios

Creditors - Amounts f2ling due after more
than one year

Deferred taxation

Net habilities

Copital and reserves
Called up share capital
Share premium account
Profit and loss account

Shareholders’ deficit

Notes

10

"

12
13

2009 2009 2008
£ £ £

51 159,056 51,131,316

1444 140 1,430,046
89 394 51488
1513534 1,481,534
(1 463 618) (1,489,633)
49,916 {8 009)

51,208,972 51123218

{51,591 474) (51 545 632)

(4 288 592)

1362 509) {4 712 006)

548 548

4617 892 4,617,892

{5,000,942) {9 330,447}

[362,602) {4,712,007)

These financiai statements for First Debenture Finance plc company number 02184859 were approved by the Soard of Directors and

authgpsed for 1ssu
Theyfvere sign

n 2nd February 2010
its behalf by

Directs

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

CASH FLOW STATEMENT
for the year ended 30th September 2009

Net cash inflow from operating activities [note {a})
Retums on investments and servicing of finance
Debenture interest pard
Overdraft interest pad

Taxation
Corporation tax pag

Net cash inflow (outflow} after financing

Increase {Dacrease) in cash [note {c}))

Notes to tha cash flow statement

a) Peconciliation of oporating profit bofore taxation and
thterest to net cash inflow from operating activites

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

Inctease in creditors

Net cash inflow from operating activites

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

ingrease (Decrease) n cash during year
Other non cash mevements
Change In net debt

Net debt at 1st October

Net debt at 30th Septamber [Note {c])

The notes on pages 11 to 18 form pant of thesa financial statements
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2009 2008

£ £

5853 148 5818 626

(5 807 250} (5 807 248)
[1,434) -

{26,558) (41,871}

17 906 {593)

17 906 593)

2009 2008

£ £

5,869,311 5,956,022

{27,740) (156 313)

11,035 6,504

541 12413

£ 653 148 5818 626

2009 2008

£ £

17 906 (593)

(44 842) {40 151)

(26 936) (40 784)

161 495 144) {51,454,400)

{51 522 080) (51 495 144)




FiRST DEBENTURE FINANCE PLC
CASH FLOW STATEMENT {continued)
for the year ended 30th September 2008

c} Analysis of changes in net debt Al 1st Oct 2008 Cash flows Cther changes At 30th Sept 2009
£ g £ £

Cashin hand and at bark 51,488 17 908 63,394

Debt due after one year (51,546 632) - (44 842) (51,591,474)

(51 495 144) 17 906 144 B42) 1 522,080,

The notes on pages 11 to 18 form pan of these financial staternents
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FIRST DEBENTURE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
for the year anded 30th September 2009

a}

b)

)]

d}

]

o}

1 Accounting policies

The financial stalements have been prepared in accerdance with the applicabla United Kingdom law and accounting standards

Accounting Convention
Thesg financial statements have been prepared in accordance with tha historical cost convaention, except for the revaluation of
certain financial nstruments

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

The directors believe that it 1s appropnate to continue te adopt the going concern basis In prepanng the financial statements as

the barrowers of the loan notes and bonds have guaranteed their proportionate share of the repayment required by the Company to
repay its pnncipal and erest on the £52 2 million of 11 125% Severally Guaranteed Debenture Stock 2018 There are floating
charges on each of the borrower's present and future assets and the borrowers have also agreed to meet therr proporticnate

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 redempuion or earlier transfer of the loan notes and bonds held by the Company as set out In Note 10{) and 11 1o the
financial statements

Intarest, premium and discount receivable
Interest premium and discount recevable are recognised in the profil and loss account as set cut in Nota 1(d} below Bank
nterest 1s accounted for on an accruals basis

Finance costs
Finance costs ¢f inancial habilities are recogrised in the profit and loss account as set out in Note 1(e) balow

Fixed assels

Bonds

The bonds are 1ssued by the two nvestment trusts {Merchants and Brunner} and are listed They are ¢lassified as hekd to matunty
investments and measured at amortised cost using the effective Interest rate methed n accordance with FRS 26 "Financial
Instruments Recogrniticn and Measurement* Amortised cost 1s calculated by 1aking into account any 1ssue costs and any
discount or premium

Loan notes

The loan notes are unhisted and are ncluded in financial ts They are classified as lpans and recelvabiles and measured
at amortised cost using the sffective intorest rate methed in accordance with FRS 26 *Financial Instruments Recogrytion and
Measurement” Amortised cost 1s calculated by taking into account any 1ssue costs, and any discount or premium

Interest, premium and discount are accrued on the bonds end loan netes at constant rates, being N each case thatimplicit n the
terms on which the investment was acquired, and are shown net of interest adjustments calcutated under the terms of the loan
agreements The bonds and loan notes are carried in the balance sheet at cost plus accrued discount and interest Accrued
nterest i respect of the current interest pened 1s shown separataly under debtors due wathin one year

Dehenture Stock

Debenture stock 15 classified as other financial kabilities and measured at amortised cost using the effective Interest rate methed
The debenture stock 1s stated at the amount of net proceeds received immediately after Issue plus the appropnate accrued
finance cosis at the balance sheet date  The finance costs of such borrowings (being the difference between the net proceeds
of a borrowing and the total payments that may be required in respect cf that borrowing) are allocated to the profit and loss
account over the term of the Debenture Stock at 2 constant rate on the carmying amount

Taxation

UK corporation tax s provwded at amounts expectad to be pad (or recovered) using the tax rates and laws that havo been enacted
or substantively enacted by tha balance sheet date

Deferred tax s provided in full on timing differences which resutt in an obligation at the balance sheet date to pay more tax or a nght

to pay less tax at a fulura date, at rates expecled to apply when they crystallse based on current rates and law  Timing differences

anse from the inclusion of items of Incoma and expenditure 1n taxation computations in pencds different from those in which they are
ncluded in financial statements Deferred tax assets are recognised to the extent that it 18 regarded as more Ikely than not that they

will be recovered Deferred tax assets and lablities are not discounted

'C’ shares

In accordance with FRS 25 “Financial Instruments Disclosure and Presentation”, the 'C shares are classified as a fiabiity as the
nghts of the shareholder 10 receive dradend payments (if profits are resolved to be distnbutec) are imited to a specific amount
and are not calculated by reference to the Company's profits
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FIRST DEBENTURE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30th September 2009

2009 2008
2 Interest and discount receivable £ £
Interest and redernption prermium received on notes and bonds 5,947,057 6872401
Movement in interest accruad in raspect of current interest penod on notes {11 035} (6,504)
and bonds
5936,022 5,865 897
Movement in other interest and discount accrued 27,740 156,313
Total accruing interest and discount on notes and bends 5,063,762 6022 210
Bank deposit and olher interest recevable 107 855
Other income 1434
5,866,303 B 023,065
2009 2008
3 Finonce costs of borrowings £ £
Interest and redermphion premium payable on debenture steck [repayable after five years) 5,807 250 5807 249
Amortisation of finance costs 44,842 40,151
Overdrafl interest 1,434
5 B53 626 5 847 400
2009 2008
4 Operating profit on ordinary activities before taxation £ £
The operating profit on ordinary acimttes before taxation is arnved
at after charging
Auditors' remuneration {inclusive of VAT 14,375 15,275

Armounts paid to the auditors in respect of non-audit senaces for taxation advice amounted to £43 104 inclusive of VAT

(2008 - £29 375)
2009 2008
5 Staff costs and directors’ emolumenta £ £
Emocluments of the directors were as follows
Faes 1 750 1,000

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 2009

2009 2008

6 Taxation on profit on ordinary activities £ £

Corporation tax payable at 21% (2008 - 21 5%) (25129} 26 5657

Deferred tax - (5,858)
Revarsal of defarred 1ax provision Note 11 (4 288,582) -

(431372Q) 20,699

The current tax charge assessed for the year 1s lower than that resulting from apphying the standard rate of corparation tax of 28%
(2008 - 28%)} The differences are explainad below:

Cperating profit on ardinary actmties before taxation 15 788 108 622

Tax al 28% {2008 - 28%) therean 4,420 30414

Reconciling factors

Reversal of irming differences - 4,289
Effect of small companies tax rate {1,705) (8 145}
Over provision In previous yaar {25 B42) (1)
Mon taxabie item (2,602 -
Current tax gredit {charge) for the year (26 129) 26,667
7 Fixed asset investments Listed bonds on an Unlsted
overseas exchange loan notes Total
e £ £

Onginal cost
At 1st October 2008 and 30th September 2009 32 443 845 B 110962 40 554 807
Amortised cost
At 1st Gectober 2008 40,852,142 10279 174 51,131 316
Meovement in other interest and discount acerued 60 000 {32,260) 27 74D
AL 30th September 2009 40812 142 10 246 914 51 159 056

The fixed asset nvestments comprse uniisted stepped rate locan notes and listed stepped rate bonds 1ssued by two nvestment trusts
{The Brunner Investment Trust ple and The Merchants Trust plc) Itis the intention to hold these investments to malunty or until
earlier repayment in accordance with the terms

In accordance with FRS 26 the bonds are ¢lassified as held to matunty Investments and measured at amortised cost using the effectiva
nierest rate method

In accordance with FRS 26 the lcan notes are ¢lassified as loans and recevables and are measured at amortised cost using the
effective interest rate method

2009 2008
8 Debtors £ £
Amounts due within ene year -

Accrued income 14190M 1430046

Comporation tax receivable 25129 -
1444 140 1 430046
2009 2008
8 Creditors - amounts falling due within one year £ £
Debenture interest payable 1,431,925 1 431,925
Corporation tax payable 26,566
QOther creditors 31 683 31152
1463 618 1489 633
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FIRST DEBENTURE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30th Soptember 2009

2009 2008

10 Creditors - amounts faling due after one year € £
11 125% Debenture Stock 2018 (at par) 52,200,000 52,200 CCO
New issue expenses (580,768) (580,768)
Discount on issue (633,738) (6533 738)
Amount on I1ssue 51,085,494 51 085 494
Amertisation of discount and 1ssue costs 456 220 411 378
61541 714 51,496,872

‘C' shares 49,760 49 760
61,691 474 51546 632

Iy

1

pry

The Debentura Stock 15 due to be repand at par on 2nd January 2018, subject to earty repayment in accordance with its terms

The Debenture Stock 1s secured by a flxed charge over tha investments and book debts of the Company and a floating charge over
the whola of the remainder of its undertaking, property and assets The stock 1s saverally guaranteed by two Iisted investment trusts
{The Brunner Investment Trust ple and The Merchants Trust ple) in properton to the relative onginal pnncipal amounts of bonds and

notes 1ssued by those investment trusts and purchased by the Company from the proceeds of the stock

The 'C' sharas of £1 each confer on the holders the nght to receve

a} one quaner of the profits avatllable for distnbution and resolved to be distnbuted in any one financial pencd, subyject to 8 maximum of

£1,000 p a but with no further nght to share n the profits of the Company, and
B) en winding up £49 760 ranking in pnonty to all other shares in the capital of the Company

The 'C shares do ol carry the nght to receive notice of or attend or vote at any general meeting of the Compary

Deferred taxation £

Balance at 1st October 2008 4 288 592

Reversal of deferred tax provision (4 288 592)
Balance at 30th September 2008 -

The provision for deferred taxation congists of the following amounts

2009 2008

£ £

Frozen gan on notes and bonds issued by investment trusts (see below) - 4186 000

Timing difference on unamortised dabenture 1ISsUe costs 102,682

- 4 288 592

Prewviously under the provisions of the Finance Act 1895 in relation to the Company’s holding of notes and bands issued by the two listed
investment trusts, taxable ncome equal to the éxcess of market value at 28th November 1994 over onginal cost was deemed to

anse on redemption In 2018 or transter if earfier A deferred tax provision was established to reflect this Labilty

Al a Board Meeting on 29th January 2010 the Directors agreed to elect that the Company be taxed under the Secuntisation Companies
Pegulations 2006 (S 2006/2298) for the accouning penod commencing 18t October 2007 and el subsequent ascouning pencds

As aresult of this election, the deferred tax prowvision has baen released
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FIRST DEBENTURE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30th September 2009

2009 2008
12 Called up share capital £ £
Authonsed

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
5000 000 '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
30 788'[Y shares of 1p each 308 308
548 548

The 'A' sharas of £1 each confer cn the holders the nght to receive

a) the balance of the profits avalable for distnbution and resatved to be distnbuted in any one financial penied 10 a Inaxmum of
£3000pa after the payment of the dwdend to the holders of 'C  shares

b} three quarters of the profits available for distnbution and resalved to be distnibuted In any one year after meeting the preferential
dividend payable in respect of the 'C' shares and the preferential dvidend referred 1o 1in (a) above, pan passu with the helders of the
B' shares and

c)on winding up three guarters of the surplus remaning after payment to the holders of the 'C' shares of ther entitlements, pan passu
with the holders of the 'B' shares

The ' shares carry the nght to one vote per share

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

a) one quarter of the profits avallable for distribution and resolved to be distnibuted in any one year after meeting the preferential
dividend payable n respect of the 'C' shares and the preferential dividend in respact of the ‘A’ shares referred to above pan passu

with the ordinary dividend payable to holders of the 'A’ shares and

by on winding up, ona quarter of the surplus remaining after payment to the helders of the 'C' shares of therr entittements pan passu
with the helders of the ‘A shares

The ‘B' shares carry the nght 1o one vote per share

The Dy shares of 1p each confer on the holders the nght to receive

a} a non cumulative prefereritial dradend at the rate of 5% per annum (net of any related tax ¢redd) on the norminal value theraof after
maeting the preferential cividend payable in respect of the 'C' shares and the 'A' shares but with no further er other r.ght to any
dividend, and

b} on winding up a sum equal to the amount subscnbed for such 'Dr shares after payment to the holders of the 'C' shares

The'D' shares do not carry the nght to receve nohce of, orattend, or vole at any genaral meeting of the Company
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13

14

15

16

Share premium account £
Balance at 1st October 2008 4817 892
Movermnent In year

Balance at 30th Septembar 2008 4 617,892
Profit and loss account £
Balance at 1st October 2008 {9,330 447)
Profit for the financial year 4,326,505
Balance at 30th September 2009 (6,000 942)

Related party transactions

The unhsted stepped rate loan notas and listed stepped rate bonds included in fixed asset investments are Issued by two
invastment tnusts which also hold a substantial interest In the Company as disclosed in the Directors' Report  The carrying value of
these notes and bonds 1s shown in Note 7, and the movement In interest accrued dunng the penod I1s shown in Nota 2

Financial Risk Management Policies and Procedures

The Company's financial instruments during the year consisted of the listed Debentura stock the unlisted stepped 1 1ta loan notes,
the Isted stepped rate bonds and cash  As noted in the Report of the Directors the purpose of the listed Debentura stock was
to raise finance for cerlan investment frusts managed by RCM (UK} Limited, through fixed asset loan notes and bonds  The

main nsks for the Company are summarised below

Market nsk

Market nsk anses mainly from uncertainty about future values of financiat Instruments heid specifically from prce tforeign

currency and interest rate movements It represents the potential loss the Company might suffer through holding market positions
n the face of market movements

a) Prnce nsk

Pnca nsk s the nsk that the far value or future cash flows of a financial instrument wilk fluctuate because of changes in market
prices {other than those ansing from interest rate nsk or foreign currency nsk) Tha financial assets comprise unhsted stepped

rale loan notes and histed stepped rate bonds The financial kakilities compnse the 11 125% Debenture Stock It s the intention

to hold these financial instruments to matunty, or until earier repayment in accordance with the terms, therefore the price nsk 1s
not deemed matenal {o the entdy

b) Foreign currency nsk

The Company dict not enter inte foresgn currency transactions dunng the year and therefore there 1s no currency nsk

¢} Interast rate nsk

Interast rate nsk1s spht inte two categones cash-flow interest rate nsk and fair value interest rate nsk

Cash flow nterest rate nsk Is the nsk that the future cash flows of financial instruments will fluctuate because of changes in

market interest rates The Company typically maintans a low cash balance and therefore exposura 1o cashiflow inlerest rate

nsk is minimal

Fair value interest rate nsk 1s the nsk that the value of a financial nstrument will fluctuate because of changes in market interest
rates As ihe Company has fixed rate long-term Debentura Slock, loan notes and bonds It Is exposed to far value interest rate risk

The nsk should be minimal since movements in markat rates will have an opposng etfect on the valuation of the Debenture
Stock 1o the valuation of the notes and bends
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16 Financial Risk Management Policies and Procedures {Continued)

The contractual matunties of the financial assets and liabilities at 30th September 2009, based on the earliest date on which
payment can be required to be made was as follows

Contracted Effective
Matunty nierest rate at nterest rats at
Date 30th Sept 2009 30th Sept 2009
Bonds 2 January 2018 145 15
Loan Notes 2 January 2018 145 115
Debenture Stock 2 January 2018 11125 17
Contracted Effective
interest rate at nterest rate at
30th Sept 2008 30th Sept 2008
Bonds 2 January 2018 145 115
Lean Notes 2 January 2018 145 156
Debenture Stock 2 January 2018 11125 17
Credit nsk
The nsk that funds are not received from the bomrowers of the Loans In the event of the assets of any borrower being less than
the amount required to repay its borrowings, there 1s a nsk of detault by that borrower The borrowers have guaranteed their
propertionate share of the repayment required by the Company to repay its principal and interest on the £62 2 milien of 11 126%
Severally Guaranteed Debenture Stock 2018 There are floating charges on each of the borrower's present and future assets
and the borrowers have also agreed to mest their proporticnate share of any expenses incurred by the Company including
any tax iability which may accrue to the Company generally or as a resuit of the redemption or earker transfer of the loan noles
and bonds held by the Company as set out in Notes 10(]) and 11 to the financial statements
Liguidity nsk
The Company manages its lquidity through the Debenture Stock and the bank overdraft faciity The Debenture Sto k nterestis
matched by that of the loan notes and ponds Also the borrowing investment trusts contrbute to the running cest of the Company
There are deemed to be no further hawdity nsks
The centractual maturities of the financial habilities at 30th Septembar 2008 based on the earlest date on which payment can be
required 10 be made was as follows
2009 2009 2009 2009
£ £ £ £
Not more Between Maore than
3 months than one and five years
or less one year five years
Current liabilities 31,693 1,431 925 -
Non-current hatilties 51,891 474
31,693 1,431 925 - 51591 474
£3 065 092
2008 2008 2008 2008
£ £ £ £
Not more Batween More than
3 menths than one and five years
ar less one year five years
Current labiiues 31,162 1,458,481 - -
Non-current liabilities - - - 55 835 224
31 152 1 458 48 - 55,835 224

57 324 857

The Debenture Stock is repayable in January 2018

The bonds and netes issued by the investment trusts are redeemable i January 2018
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17

18

F | Fisk Manag it Policies and Procedures (Continued)
Fair value disclosurs

With the exceplion of the Debenture Stock, the bonds and loan notes 1ssued by the Investment trusts, and the deferred tax provision,
all the other assets and ablities of the Company are held at fair value

2009 2009 2008 2008

Fair Valua Boock Value Fair Value Book Value

£ milion £ milion € mifhon £ milion

Debenture Stock {70 8) {51 5) 732 (515
Bonds and Loan Notes 00-721 511 B65-686 511

The far value of the Debenture Stock has been calculated using the clean closing pnce at 30th September 2005 of 135 2p
(2008 - 138 3p)

The range of tair values of the bonds has been calculated at lower and upper marging of 200-250 basis points albove the gross
redemption yield of Treasury B 75% 2017 at the year end being 3 17% (2008 - 4 51%)

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

Hedging instruments

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

Post balance sheet events

At a Board Meeting on 29th January 2010 the Directors agreed o elect that the Company ba taxed under the Secuntisation Companies
Regulations 2006 (S| 2006/3296) for the accounting pened commencing 1st October 2007 and all subsequent accounting penads

As a result of this election the deferred tax provisicn has been released as the Company 1S now taxable on a basis that results in the
delerred gains not being laxable

Utbmate porent company
In the epinicn of the directors the Company does not have a ¢ontrolling party The shares of the Company are owned by the three

mvestmen! trusts as descnbed in the Directors' Report All three investment trusts are incarporated in Great Bntan and their
financial staternents ara available from 155 Bishopsgate, London EC2M 3AD
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