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Santander Consumer (UK) plc - Company number 2243870

REPORT OF THE DIRECTORS

The directors submit their report together with the financial statements for the year ended 31 December 2012

Principal activity and Business Review

The prinaipal activity of Santander Consumer (UK) pic, {the "Company”) 1s the prowision of finance faclities induding finance
leases and unsecured personal loans to retall customers for the purchase of motor vehicles and equipment The Company also
provides wholesale funding, which s a facility that offers dealer funding in the UX

The Company achieved results shghtly above expectations in 2072 In September 2012 the Company entered into its second
secunitisatton with securitised assets totalling £1 Obn, the securitisation was a public placement to multiple investors The pool of
securitised assets is static and the nsks and rewards of ownership were retained by the Company and are therefore still recogrised
in the balance sheet on page 7 The Company 1s looking to diversify its funding 1n hne with group strategy and will continue to
look at alternative forms of borrowing

The Company entered into a joint venture, Hyundar Capital UK Limited, with the HyundavKia group The Company has an
investment of £10,002,000 which represents 50 01% of the share caprtal The joint venture provides finance for new and used
Hyundar and Kia vehicles The Company has agreed to provide the joint venture with 1ts operational and funding requirements

It 15 antiopated that the market will be flat in 2013 as the UK economy continues to experience slow growth which impacts on
new and used car sales It 1s expected that the UK car market will remain static with new and used car volumes in line with 2012
The directors are satisfied with the Company's overall performance

The principal nsk associated with the Company 1s a further deterioration in the UK economy, which would put icreased pressures
on consumers’ ability to repay their debt and could reduce demand for the Company's products The Company uses dervative
financial instruments to manage interest rate nisk and vanous measures are In place to manage bad debt nsk A further review of
the Company's nisks 1s included in Note 2 to the financial statements

The Santander UK plc group (the "Group") manages its operations on a divisional basis  For this reason, the Company’s directars
believe that further key performance indicators for the Company are not necessary or appropriate for an understanding of the
development, performance or position of the business The performances of the divisions of Santander UK plec, which include the
Company, are discussed in the Group’s Annual Report which does not form part of this Report

The purpose of this Report 1s to provide information to the members of the Company and as such it 1s only addressed to those
members The Repoit may contan certain forward-looking statements with respect to the operations, performance and financial
condition of the Company By ther nature, these statements involve inherent nsks and uncertainties since future events,
crcumstances and other factors can cause results and developments to differ matenalily from the plans, objectives, expectations
and intentions expressed in such forward-looking statements  Members should consider this when relying on any forward-looking
statements The forward-locking statements reflect knowledge and information availzble at the date of preparation of this Report
and the Company undertakes no obligation to update any forward-looking statement during the year Nothing in this Report
should be construed as a profit forecast

Principal nisks and uncertainties

The Company's principal nsk and uncertainties together with the processes that are in place to monitor and mitigate those nisks
where possible can be found in Note 2

Results and dividends

The profit for the year ended 31 December 2012 on ordinary activities after taxation amounted to £83,815,000 (2011 profit
£64,583,000)

The Company did not pay an intenm dividend of for the year (2011 £55,500 000) The directors do not recommend the payment
ul a final dwmdend (2011 £rai




Santander Consumer (UK) plc — company number 2248870

REPORT OF THE DIRECTORS (continued)
Drrectors
The directors who served throughaut the year and to the date of this report (excent as noted) were as follows

J Anton San Pablo

VT Hill Appointed 10 Jan 2012 (Alternate Director to F J San Fehix Garcia (resigned 22 May 2012),
Alternate Director to ! Anton San Pablo}

i Cueva Diaz Appointed 1 May 2012

B Montalvo Wilmot Appointed 17 Oct 2012

F JSan Felix Garaia Resigned 22 May 2012

Statement of Directors' responsibilities

The directors are responsible for prepaning the report and the financial statements in accordance wath applicable laws and
regulations

Company 'aw requires the directors to prepare tinancial statements for each financial year Under that law, the directors have
¢lected to prepare the financia! statements in accordance with Internatironal Financial Reporting Standards (IFRSs) as adopted by
the European Union  Under company law directors must not approve the financial statements unless they are satisfied that they
give a true and far vew of the state of affars of the Company and of the profit or loss of the Company for that peried In
prepanng these financial statements, International Accounting Standard 1 requires that directors

properly select and apply accounting pohces,
present nformation, including accounting pohicies, i a manner that provides relevant, reliable, comparable and
understandable information,

s provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient to enahle users to
understand the impact of particular transactions, other events and conditions on the entity’s financial positior and financial
performance, and

*  make an assessment ot the Company's ability to continue as a going concern

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

Statement of Going Concern

The Company's business actvities, together with the factors likely to affect its future development, performance and position are
set out above The financia! pesition of the Company, its cash flows, gudity pesition and borrowing facilities are set out in the
financial statements The Company's objectives, policies and processes for managing its capital are described in Note 3 to the
financial statements

Details of the Company's financial nsk management objectives, its financial instruments and hedging activities, and Its exposures to
credit risk, market nisk, hquidity nisk and other nisks are set out in Note 2 to the financial statements

The Company 1s part of the Santander UK pic group The directors have taken account of the fact that the board of arrectors of
Santander UK plc has confirmed that Santander UK plcis a going concern

As highlighted in Note 21 to the financial staternents, the Company meets its day to day working caprtal requirements through a
borrowing facility prowided by Abbey Natonal Treasury Services ple which 1s renewed on a three month rolling basis  The
Company has also entered into two securtisations, and it 1s the directors’ itention to continue to rase funds from internal and
exiernai sources

The Company’s forecasts and projections, taking account of reasonably possible changes in trading performance, show that it
shiould he able to operate withan the favel of s current horrowing facliies  The Company concluded renewal negotations n
2011 with Abbey National Treasury Services plc resulting in the existing facility being renewed for a two yeat penod Duning the
discussions held between the Company and Abbey National Treasury Services plc about its future borrowing needs, no matters
have been drawn 1o its attention to suggest that funding may not continue to be forthcoming on acceptable terms

The Company 1s reliant on companies in the Santander UK plc Group for a significant proportion of its funding The Board of
Santander UK plc has confirmed that it 1s a going concern, and that it will provide funding to the Company for the foreseeable
future




Santander Consumer (UK) plc - Company number 2248870

REPORT OF THE DIRECTORS (continued)

On the basis of the assessment, the directors have a reasonable expectation that the Company has adequate resources to continue
i operatienal existence fur the fuieseeabie futuie  Accordingly, they continue to adopt the going concein basis in prepanng the
Annual Report and accounts

Finanaal Instruments
The Company’s nsks are managed on a group level by the ultimate UK parenf company, Santander UK pic

The financial nsk management objectives of and policies of the Group, the policy for hedging each major type of forecasted
transaction for which hedge accounting 15 used, and the exposure of the Group to pnce nsk, credit risk, iquidity nsk and cash-flow
risk are outlined in the Group finanaal statements

Further disclosures regarding financial risk management objectives and policies and the Company’s exposure to principal nisks can
be found in Note 2

Third Party Indemnities

Enhanced indemnities are provided to the directors of the Company by Santander UK ple against habilities and assocrated costs
which they could incur in the course of therr duties to the Company  All of the indemnities remain in force as at the date of this
Report and Accounis A copy of each of the indemnities 15 kept at the registered office address of Santander UK plc

Payment Policy

The Company has cost management and procurement policies that explicitly promote competitive tendening and dealing with
suppliers in a far and open manner The Company does not operate a single payment policy in respect of all classes of suppliers
Payment terms vary depending on the supplier and the type of spend, and the supplier 15 made aware of these before
engagement

it 1s the Company's policy to ensure payments are made 1n accordance with the terms and conditions agreed, except where the
supplier fails to comply with those terms and conditions The Company's practice on payment of creditors has been quantified
under the terms of Schedule 7 of the Accounting Regulations Based on the ratio of the agyregate amounts owed to trade
creditors at the end of the year to the aggregate amounts invoiced by suppliers durning the year at 31 December 2012, trade
creditor days for the Company were 28 days (2011 28 days)

Employees
Detanls of the number of empioyees and related costs can be found in Note 8 to the financial statements

The Company participates in the Group's policies and practices to keep empioyees informed on matters relevant to them as
employees through regular meetings newsletters and the Intranet Employee representatives are consulted regularly on a wide
range of matters affecting their interests  Employees are encouraged to be involved in the Company’s performance through
Group sharesave schemes and are also encouraged to achieve a common awareness of the financial and economic factors
affecting the performance of the Company and Gioup

The Group 1s commitied to equality of access and quality of service for disabled people and embraces the spint of the UK Equality
Act 2010 throughout its business operations The Group has processes in place to help recrut, train, develop, retain and promote
empioyees with disabilities and s commuitted to giving full and fair consideration to appitcations for employment made by disabled
persons, and for continuing the employment of, and arranging appropriate training for, existing employees who have become
disabled

Pillar 3

The Santander UK plc group’s Pillar 3 disclosures are available in the Santander UK plc group Annual Report and Accounts
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Santander Consumer (UK) plc — company number 2248870

REPORT OF THE DIRECTORS {continued)
Auditor
Each of the directors as at the date of approval of this report confirms that
*»  sofar as the director 15 aware, there is no relevant aud:t information of which the Company’s auditor 1s unaware, and

* the drector has taken all steps that he/she ought to have taken as a director to make himsetf/herself aware of any
relevant audit information ard to establish that the Company's audttor 1s aware of that mtormation

This confirmation 1s given and should be interpreted in accordance with the provisions of s4 18 of the Companies Act 2006

Deloitte LLP have expressed their willingness to continue in office as auditor and a resolution to reappoint them will be proposed
at the Company’s forthcoming Annual General Meeting

By Order of the Board

=

For and on behalf of
Santander Secretariat Services Lirmted,  Secretary

= | March 2013

Regrstered Office Address 3 Princess Way, Redhill, Surrey RH1 ISR




Santander Consumer (UK) plc — Company number 2248870

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SANTANDER CONSUMER {(UK) PLC

We have audited the financial statements of Santander Consumer (UK} plc for the year ended 31 December 2012 which comprnise
the Income Statement, the Statement of Comprehansive tncome, the Balance Sheet, the Cash Flow Statement, the Statement of
Changes in Equity and the related notes 1 to 28 The financial reporting framewaork that has been applied in their preparation is
appucabie iaw and internationail Financial Reporting Stanoards (iFRSs) as adopted by the European Union

Thrs report 1s made solely to the company's members, as a body, In accordance with Chapter 3 of Part 16 of the Companies Act
2006 Our audit work has been undertaken so that we might state to the Company’s members those matters we are required to
state to them in an audrtor's report and for no other purpose To the fullest extent permitted by law, we do not accept or assume
responsibility 1o anvone other than the Company and the Company’s members as a body, for our audit work, for this report, or for
the opinions we have formed

Respective responsibilities of directors and auditor

As explaned more fully in the Directors’ Responsibilities Statement, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view Our responsibility 1s to audit and express an optnion
on the financial statements in accordance with applicable law and International Standards on Auditing (UK and Ireland) Those
standards require us 1o comply with the Auditing Practices Board's Ethecal Standards for Auditors

Scope of the audit of the finanaal statements

An audit involves obtaining evidence about the amounts and disclosures In the financal statements sufficient to give reascnable
assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error  This includes an
assessment of whether the accounting pohces are appropriate to the Company's crcumstances and have been consistently
apphed and adequately disclosed, the reasonableness of significant accounting estimates made by the directors, and the overall
presentation of the financial statements In addrion, we read all the financial and non-finanaal Information in the annual report
to identify material inconsistencies with the audited financial statements if we become aware of any apparent material
misstatemnents or inconsistencies we consider the implications for our report

Opinion on financial statements
In our opinion the financial statements

. give a true and fair view of the state of the Company’s affairs as at 31 December 2012 and of its profit for the year then
ended,
have been properly prepared in accordance with IFRSs as adoptad by the European Union, and

. have been prepared m accordance with the requirements of the Companies Act 20056

Opinion on other matter prescribed by the Companies Act 2006
in our opwwon the information given in the diectors’ report for the financial year for which the financial statements are prepared is
consistent with the tinancial statements

Separate opinion In relation to IFRSs as issued by the IASB
As explamned in Note 1 to the financial statements, the company in addition to applying IFRSs as adopted by the European Union,
has also applied IFRSs as 1ssued by the International Accounting Standards Board (IASB)

in our opinion the financial statements comply with IFRSs as issued by the 1ASB

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, 1n

our opmion
. adequate accounting records have not been kept, or returns adequate for our audit have not been receved from
branches not visited by us, or
the financial staternents are not in agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specfied by law are not made, or
we have not receved all the Information and explanations we reguire tor our audit

Caroline Bntton (Semor Statutory Auditor)
for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor

London, UK
Z \ March 2013




Santander Consumer (UK) plc - Company number 2248870

Income Statement

For the year ended 31 December 2012 and 2011

Year ended Year ended
NOTES 31 December 2012 31 December 2011
£000 £000
Revenue _ _ L } 4 ___305.464 295,332
Commussicns payable ~ (84,033, {88,443)
Finance costs 5 {66,110} {55,666)
Gross profit . 155,321 ~ 155,223
Other operating Income I o o ____ 20970 __17567
Administrative expenses - (36 540) (36 856)
imparrment losses 6 {28,997} (50.161)
_Operating profit . o 7 110,754 B 85,773
Investment gain / (loss) 10 618 {229)
Profit before tax 111,372 85,544
Tax - 11 (27.557) {20,961)
Profit for the year attnbutable to equity holders of the 83,815 64,583

Company

All the activities of the Company are classed as continuing

The accompanying Notes 1 to 28 form an integral part of the accounts

Statement of Comprehensive Income

For the year ended 31 December 2012

The Company has no comprehensive income or expenses other than the result for the current and previous year as set out in the

Income Staternent




Santander Consumer (UK) plc — company number 2248870

Balance Sheet

At 31 December 2012 and 2011

2012 2011
NOTES E000 £000
Nen-current assets o —— S
Intangible assets _ o L 12 - 242
Fixtures and equipment - i3 L - -
nvestmentnjomtventure T 0 T T TTHa __degoz T T
Finance lease recevables - T T 1121446 854,856
Loans and recewvables o 6 730 _seig4Ay
Trade and other recevables L _ i7 . 46690 B 52,775
Deferred tax 18 935 1,154
1,909,194 1,810,874
Current assets -
Finance lease recevables o 15 679,361 __._ 754,409
Loans and recevables . L 16 ez 976,466
Trade and cther recevables o 17 399 791 s 61556
Denvative financial instruments o 19 3,246 352
Cash and cash equivalents 23 554 37 506
2,127,669 1,830,689
Total assets 4,036,863 3,641,563
Current habilities - o e
Trade and other payables 20 (72,330} {76,320}
_Denvative financial instrumentss 18 L (7,545) -
Bank overdrafts and loans 2i (3,269,391) (2,916,396)
(3.349,266) (2,992,716}
Net current liabilities (1.221,597) (1,162,027)
Non-current habilities
Bank overdrafts and loans 21 (388,803} (433,868)
Total habilities 3,738,069) (3.426,5843)
Net assets 298,794 214,979
Equity
Capital and reserves
Share capital 22 150 000 150,000
Retained profits 148,794 64,979
~ Equuty attributable 1o equity holders of the parent 298,794 214,979

The accompanying Notes 1 to 28 form an mintegral part of the accounts

The finanaal statements of Santander Consumer (UK) plc were approved by the Board of directors and authonsed for issue on
March 2013 They were signed on its behalf by V' Ha i Ao

Director



Santander Consumer (UK) plc - Company number 2248870

Cash Flow Statement

For the year ended 31 December 2012

Year ended Year ended
NOTE 31 December 2012 31 December 2011
£000 £000
Net cash used in operating activities 24 {312,280 (705,484)
Investing activities _
Acquisitton of investment i joint venture 14 {10 002) -
Net cash used n investing activities (10,002} -
Financing activities - B - S -
Dividends pard o B L - (55 500)
Cash flow from secunitisation 785,665 979,846
_Repayments of obligations on secunitised notes _ {414,635} (166,954)
Secunitised loans (371,030 (812,891)
Increase in bank overdrafts and loans 307,930 769,950
Met cash from financing activities 307 930 714,451
"Met (decreaselincrease in cash and cash equwvalents T T~ (1435 T 8,967
Cash and cash equivalents at beginning of year 37,906 28,939
Cash and cash equivalents at end of year 23,554 37 906
Statement of Changes in Equity
For the years ended 31 December 2012 and 2011
Share Capital Retained earnings Total
£000 £000 £000
Balance at 1 January 2011 150,000 55,896 205,896
Frofit for the penod - 64,583 64,583
Dividends - (55,500) (55,500)
Balance at 31 December 2011 150,000 64,979 214,979
Profit tor the peniod i T } - " 83,815 T T T 83815
Balance at 31 December 2012 150,000 148,794 298,794




Santander Consumer (UK) plc - Company number 2248870
Notes to the financal statements for the year ended 31 December 2012

1. Accounting policies

Basis of preparation

The financial statements of Santander Consumer (UK) plc ("the Company™} have been prepared 1n accordance with International
hnanaal Reporting Standards (IFRS"} The financal statements have also been prepared in accordance with IFRSs adopted by
the European Union and therefore the Group financial statements comply with Article 4 of the EU 1AS Regulation The financial
statements have been prepared under the histonical cost basis, except for by the revaluation of financial instruments The
financial statements have been prepared on the going concern basis as disclosed in the directors’ Statement of Going Concern
set out in the Report of the Directors on page 2 The finanaial statements are presented in pounds sterling because that is the
currency of the pnmary economic environment in which the Company operates

Recent accounting developments
In 2012, the Company adopted the following amendments to standards which became effective for financial years beginning on
1 January 2012

a) IFRS 7 ‘Financial Instruments Disclosures’ — In October 2010, the IASB 1ssued amendments to IFRS 7 that increase the
disclosure requirements for transactions involving transfers of financial assets The amendments are intended to
provide greater transparency around risk cxposures wnen a finangial asset 1s transferred but the transferor retains some
level of continuing exposure i the assel The amendments also require disclosures where transfers of financial assets
are not evenly distnibuted throughout the penod The amendments to IFRS 7 are effective for annual periods beginning
on or after 1 July 2011, with earlier application permitted Disclostires are not required for comparatve periods before
the date of initial application of the amendments

These changes did not have an impact on the Company's inancizl statements

b) There are a number of other changes to IFRS that were effective from 1 January 2012 Those changes did not have a
sigrificant impact on the Company’s financial statements

Future accounting developments

The Company has not yet adopted the fallowing ssaniticant new or revised standards and interpretations, and amendments
thereto, which have been issued but which are not yet effective for the Company

a} iAS 1 ‘Presentation of Finanaal Statements’ — In June 2011, the |ASB 1ssued amendments to 1AS 1 that retan the option
to present profit or loss and other comprehensive income in either a single statement or in two separate but
consecutive statements However, the amendments to |AS 1 require addrtional disclosures to be made in the other
comprehensive income section such that items of other comprehensive income are grouped Into two categores (1)
items that will not be redlassified subsequently to profit or loss and (1) items that will be reclassified subsequently to
profit or loss when specific conditions are met Income tax on items of other comprehensive income s required to be
allocated on the same basis The amendments to 1AS 1 are effective for annual periods beginning on or after 1 July
2012

The Company anticipates that 1AS 1 (2011) will be adopted in the Company’s financial statements for the annual
peniod beginning on 1 January 2013 and that the application of the new Standard will modify the presentation of items
of other comprehensive income accordingly Retrospective apphcation is required The Company does not anticipate
that these amendments to 1AS 1 will have a significant impact on the Company’s disclosures

b} IFRS 10 "Consohdated Financial Statements’, IFRS 11 "Joint Arrangements’, IFRS 12 ‘Disclosure of Interests in Other
Entities’, IAS 27 ‘Separate Financial Statements’ and IAS 28 ‘Investments in Associates and Joint Ventures' - In May
2011, the 1ASB 1ssued new and amended guidance on consolidated financial statements and joint arrangements IFRS
10, IFRS 11 and IFRS 12 were new standards ssued while |AS 27 and 1AS 28 were amended Each of the standards
issued 1s effective for annual penods beginning on or after 1 January 2013 with earher application permutted as fong as
each of the other standards s also apphed earher

> Under IFRS 10 'Consohdated Financial Statements’, control is the single basis for consolidation, irespective of
the nalure of the investee this standard therefore eliminates the rsks-and-rewards approach IFRS 10
identifies the three elements of control as power over the investee, exposure, or nghts, to vanable retums
from imvolvement with the investee and the ability to use power over the investee to affect the amount of
the investor's returns  An investor must possess all three elements to conclude that it controle an investee
The assessment of control 1s based on all facts and circumstances, and the conclusion 1s reassessed if there
are changes to at least one of the three elements Retrospective application 15 required subject to certain
transitional provisions



Santander Consumer (UK) plc - Company number 2248870
Notes to the financial statements for the year ended 31 December 2012

1. Accounting policies (continued)

@]

d)

> IFRS 11 applies to all entities that are parties to a joint arrangement A joint arrangement 1s an arrangement
of which two or more parties have joint controi IFRS 11 esiablishes two types of joint arrangements, joint
operations and joint ventures, which are distinguished by the nghts and obhgations of the parties to the
arrangement In a joint operation, the parties to the joint arrangement (referred to as "joint operators’) have
rights to the assets and obligations for the habilities of the arrangament By contrast, In a joint venture, the
parties to the arrangement (referred to as ‘Joint venturers’) have nghts to the net assels of the arrangament
IFRS 11 requires that a joint operator recngnise 1ts share of the assets habiities, revenues, and expenses n
accordance with applicable IFRSs, however, a joint venturer would account for its interest by using the equity
methed of accounting under 1AS 28 (2011) Transitional provisions vary depending on how an interest is
accounted for under |1AS 31 and what its nature 1s under IFRS 11

> IFRS 12 integrates the disclosure requirements on interests in other entities, currently included n several
standards to make 1t easier to understand and apply the disclosure requirements for subsidiaries, joint
arrangements, associates and unconsoldated structured entities The standard also contains additional
requirements on a number of topics Under IFRS 12, an entity should disclose information about significant
judgements and assumptions (and any changes to thase assumptions) made in determining whether it has
control, joint control, or significant influence over another entity and the type of 1oint arrangement IFRS 12
also requires additional disclosures to provide information to enable users to assess the nature of, and risks
associated with the Company's interests in other entities and the effect of those interests on the Company’s
financial position, performance and cash flow Disclosures shall be aggregated or disaggregated so that
useful information 1s not abscured by erther the inclusion of a large amount of nsigmficant detail or the
aggregatior. of items that have different characteristics The standard applies prospectively from the
beginning of the annual period in which it 15 adopted

In June 2012, the IASB issued amendments to IFRS 10, IFRS 11 and IFRS 12 that clanfy the transitional guidance in IFRS
10 Consolidated Financial Statements, IFRS 11 Joints Arrangements and IFRS 12 Disclosure of Interest in Other Entities
The amendments provide addional transtion rehef in IFRS 10, IFRS 11 and IFRS 12 by hmiting the reguirement to
provide adjusted comparative information to anly the preceding comparative penad, and are in respense to constituent
requests for clanfication on certain aspects of the transitton guidance

The Company anticipates that IFRS 10, IFRS 11 and IFRS 12 will be adopted wm the Company’s financial statements for
the annual pericd begirning on 1 January 2013

The Company does not anticipate that the application of the new standards will have a sigruficant impact on its profit
or loss or financial position but expects t¢ enhance its disclosures around holdings of structured entities as a result of
IFRS 12

> tAS 27 was amended for the rssuance of IFRS 10 but retains the current girdance on separate financial
staternents
> IAS 28 was amended for conforming changes on the basis of the issuance of IFRS 10 and IFRS 11

The Company antiaipates that 1AS 27 (2011) and 1AS 28 (2011) will be adopted in the Company’s finanaal
staternents for the annual period beginning on 1 January 2013 The Company does not anticipate that these
amendments to IAS 27 and IAS 28 will have a significant impact on its disclosuses and on amounts reported
in respect of the Company’s profit or loss, financal position or disclosures

IFRS 13 ‘Far Value Measurement’ - In May 2011, the IASB issued IFRS 13, which establishes a single source of guidance
for far value measurement IFRS 13 defines far value, establishes a framework for measuring farr value, and requires
disclosures about farr value measurements 1FRS 13 applies to both financial instrument items and non-financal
instrument tems for which other IFRSs require or permit fair value measurements and disclosures about fair value
measurements, except in specafied circumstances In general, the disclosure reguirements in IFRS 13 are more extensive
than those requnred in the current acrcounting standards IFRS 13 15 effective for annual peniods heginning on or after 1
January 2013, with early adophon permitted, and apphes prospectively from the beginming of the annual period n
whudh it s adopied

The Company anticipates that IFRS 13 will be adopted in the Company's financial statements for the annual perod
beginning on 1 January 2013 The Company does not anticipate that the apphcation of the new standards will have a
significant smpact on s profit of loss, finanaal positon or disctosures

IFRS 9 ‘Tinanoal Instruments’ ~ In November 2009, the IASB issued IFRS 9 ‘Finanaial Instruments (IFRS 97 which
introduced new requirements for the classification and measurement of financial assets in October 2010, the 1ASB
issued an amendment to IFRS 9 incorporating requirements for financial abirres  Together, these changes represent
the first phase in the I1ASB’s planned replacement of 1AS 39 ‘Financial instruments Recognrtion and Measurement” ('lAS
39°) wath a less complex and improved standard for financial instruments

Following the IASB's decision m December 2011 to defer the effective date, the standard s effecuve for annual penods
teginning on or after 1 January 2015 with early adoplion perrmitted IFRS 9 15 required to be applied retrospectively
but pnor peniods need not be restated



Santander Consumer (UK) pl¢ - Company number 2248870
Notes to the financial statements for the year ended 31 December 2012

1 Accounting policies (continued)

The second and thid phases in the 1ASB’s project to replace 1AS 39 will address impairment of financial assets
measured at amortised cost and hedge accounting

The IASB re-opened the regquirements for classification and measurement in IFRS 910 2012 to address prachice and
other issues, with an exposure dratt of revised proposals ssued 1n November 2012

The Company antiapates that IFRS 9 will be adopted in the Company's financial statements for the annual penod
beginning on 1 January 2015 and that the application of the new Standard may have a significant impact on amounts
reportea in respect of the Company's financial assets and financiai habilies However, 1t 1s not practicable to provide a
reasonable estimate of that effect untl a detalled review has been completed

e) IAS 19 ‘Employee Benefits’ — In June 2011, the IASB issued amendments to IAS 19 that change the accounting for
defined benefit plans and termination benefits The most significant change relates to the accounting for changes in
defined benefit obligations and plan assets The amendments require the recognition of changes in defined benefit
abligations and in fair value of plan assets when they occur, and hence eliminate the ‘corndor approach’ permitted
under the previous version of 1AS 19 and accelerate the recognition of past service costs The amendments require alt
actuanal gains and losses to be recognised immediately through other comprehensive income 1n order for the net
pension assel or habiilty recogmised 1 the consohdated statement of Ninancal position (o refiect the full value of the
plan deficit or surplus The amendments to tAS 19 are effective for annual periods beginning on or after 1 January
2013 and require retrospective application with certain exceptions

The Company anticipates that IAS 19 (2011) will be adopted in the Company’s financial statements for the annual
period begining on 1 January 2013 The Company does not anticipate that these amendments to 1AS 19 will have a
significant impact on 1ts profit or loss or financial position as the Company does not utilise the ‘cornidor approacn’

f) In December 2011, the 1ASB 1ssued amendments to IFRS 7 ‘Disclosures — Offsetting Financial Assets and Financial
Liabihties” which requires the disclosures about the effect or potential effects of offsetting finanaal assets and financial
habilities and related arrangements on an entity's financial position The amendments are effective for annual peniods
beginnmg on or after 1 January 2013 and intenm penods within those annual peniods The amendments are required
to be applied retrospectively

o 'n December 2011, the IASB 1ssued amendments to I1AS 32 "Offsetting Financial Assets and Financial Liabilities’ which
canfied the regquirerments for offsetting financial instruments and ad hessed mconsistenues w current practice when
applying the offsetting cniteria In IAS 32 ‘Financial Instruments Presentation’ The amendments are effective for annual
percds beginning on or after 1 January 2014 with early adopton permitted and are required to be applied
retrospectively

the Company 1s currently assessing the impact of these clarfications but 1t 15 not practicable to quantify the effect as at
the date of the publication of these financial statements

h) There are a number of other standards which have been issued or amended that are expected to be effective 1n future
penods However, 1t 1s not practicable to provide a reasonable estimate of thewr effects on the Company’s financial
statements until a detailed review has been completed

The principat accounting policies applied in the preparation of financial statements are set out below These policies have been
consistently apphed to all years presented, unless otherwise stated

Revenue recognition

Revenue is measured at the fair value of the consideration received or recevable and represents amounts recewable for goods
and services provided 1n the normal course of business, net of discounts and other sales-related taxes

interest income 15 recognised using the effective interest rate method The effective inferest rate method 15 the rate that exactly
discounts estimated future cash receipts through the expected life of the financial asset to that asset's iitial net carrying
amount The Caiculabion includes all fees paid or recewved that aie integrel to the coniract and all other premiums and discounis
See lease pahcy for recognition of income regarding leases

Pcnsicns and cther post retirement benefits

The Company participates i a group defined benefit scheme run by Santander UK However, it 1s not possible to identify the
Company's share of the assets and labilities of the scheme, therefore 1t 1s accounted for as a defined contribution scheme  The
pension charge in the profit and loss reflects the contributions payable during the year




Santander Consumer (UK) plc — company number 2248870
Notes to the financal statements for the year ended 31 December 2012

1 Accounting pol:cies (continued)
Intangible assets

intangible assets are recognised if they anse from contracted or other legal nghts or if they are capable of being separated or
gwoea from tne enuty and soid, transferred, hicensed, renteg or exchangea  Tne vaiue of such imangime assets 15 amortiseq
over the useful economic ife of the assets which 1s three years Any intangible assets with indefimite useful economic lives are
subjected to an impairment review at least annually and whenever there 1s an indication that the intangible asset may be
impaired

Software development costs are capitalised when they are direct costs associated with identifiable and umique software products
that are expected to provide future economuc benefits and the cost of these products can be measured reliably These costs
include payroll, the costs of materials and services, and directly attributable overheads Internally developed software meeting
these cnteria and externally purchased software are dassified in fixtures and equipment on the balance sheet where the software
15 an integral part of the related computer hardware Capitalisation of costs ceases when the software 1s capable of operating as
intended Costs associated with maintaining software programmes are expensed as incurred

Fixtures and equipment

Fixtures and eguipment include office fixtures and equipment Fixtures and equipment are carned at cost less accumulated
depreciation and accumulated imparment losses A review for indications of impairment is carned out at each reporting date
Gains and losses on disposal are determined by reference to the carrying amount and are reported in net trading and other
income  Repans and renewdis are charged to the mcome staternent when the expendiure 15 incurred  Classes of fixtures and
equipment are depreciated on a straight-line basis over their useful life as follows

Office fixtures and equipment 3 to 15 years
Financaal assets

The entity ciasstfies 1ts financial assets ini the following categories financial assets at farr value through profit and loss account
and loans and receivables Management determines the classification of its investments at inrtial recognition

(a) Financial assets at fair value through the profit and loss
A financial asset classified in this category may be either held for trading or otherwise designated as held at far value on
inception Derivatives are categonsed as held for trading unless they are designated as hedges {see below)

The assets are recogniseq Initially at fair vaiue and transaction costs are taken airectly to the income statement Gains and iosses
ansing from changes in fair value are included directly in the income statement The assets are derecogrised when the fnights to
receive cash flows have expired or the entity has transferred substantially all the rnisks and rewards of ownership

(b) Loans and receivables

Loans and recevables are non-dervative finanaal assets with fixed or determmable payments that are not quoted in an active
market and which are not classified as avarlable-for-sale or as fair value through profit or loss  They anse when the Company
provides money or services directly to a customer with nc intention of trading the loan Loans and recewables are initatly
recognised at fair value including direct and incremental transaction costs  They are supsequently vaiued at amortised cost, using
the effective interest method They are derecognised when the nights to recewe cash flows have expired or the entity has
transferred substantially all of the nisks and rewards of ownership

Appropnate allowances for estmated irrecoverable amounts are recognised in the income statement when thete 1s objective

:
ewdence that the acset 16 imparred  The allowance recogrised o measured ac the difference betvween the asset's carmpng

pe [ =18 -2 Re R 14 Ty

amount and the present value of future cash flows discounted at the onginal effective interest rate
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Santander Consumer (UK) plc — company number 2248870
Notes to the financial statements for the year ended 31 December 2012

1 Accounting policies (continued)

Denvative financial instruments and hedge accounting

Dervatives are initially recogmised at fair value on the date on which a derwvative contract 1s entered into and are subseauently
remaasured at therr farr value Fair values are obtained from quoted market prices in active markets, including recent market
transactions, and valuation techmques, micluding discounted cash flow models and option priung models a. appropriate  All
dervatives are carred as assets when fair value 15 positive and as habiliies when fair value 1s negative

The Company designates certain denvatives as hedging instruments of the fair value of recognised assets (fair value hedge)
Hedge accounting 15 used for denvatives designated in this way provided cerfain cniena are met

At the time a financial instrument 1s designated as a hedge, the Company formally documents the relationship between the
hedging instrument and the hedged rtem Documentation includes nsk management objectives and the strategy in undertaking
the hedge transaction, together with the methods that will be used to assess the effectiveness of the hedging relationship
Accordingly, the Company formally assesses, both at the inception of the hedge and on an ongoing basis, whether the hedging
derwatives have been and will be highly effective In offsetting changes in the fair value of the hedged items A hedge 15 normally
regarded as highly effective if, at inception and throughout its life, the Company can expect and actual results indicate that
changes in the fair value of the hedged items are effectively offset by changes in the fair value of the hedging instrument, and
actual results are within a range of 80% t0 125%

The Company discontinues hedge accounting when it is determined that a dervative 1s not, or has ceased to be, highly effective
as 2 hedge, when the denvative expires or 1s sold, terminated or exercised, or when the hedged item matures or 1s sold or repaid

The fan value hedge adjustment 1s dassified in the batance sheet i the same cateyory as the hedged tems loans and recevables
and finance leases

Changes in the far value of the hedged nsk and hedged item are recognised In investment gamns and losses (see Note 10}
Hedge neffectiveness represents the amount by which the changes in the far value of the hedging dervative differ from
changes in the farr value of the hedged item

Certain derivatives embedded in other financral instruments are treated as sepdarale derwvatives when their economic
charactenstics and risks are not closely related to those of the host contract and the hybnd contract 1s not carried at fair value
through profit or loss  These embedded derwatives ate measured at faw value wath changes i fair value recognised in the
mcome statement

Impairment of financal assets

At each balance sheet date, the Company assasses whether, as a result of one or more events occurning after intial recognition,
there is objective evidence that a financial asset or group of financial assets classified as avauable-for-sale or loans and recevables
have become impaired Ewvidence of impairment may include indications that the borrower or group of borrowers have defaulted

or are expenencing significant financial difficulty, or the debt has been restructured to reduce the burden to the bortower

Financial assets carried at amortised cost

Impairment iosses are assessed individually for the financial assets that are indwvidually significant and individually or coltectively
for assets that are not indvidually significant

ror indmdually assessed assets, the entity measures the amount of the loss as the difference between the carnping amount of the
asset or company of assets and the present value of the estimated future cash flows from the asset or group of assets discounted
at the oniginal effective interest rate of the asset

tn making collective assessment for imparrment, financial assets are assessed for each portfolio segmented by similar risk
charactenstics  Future cash flows trom these portfolios are estimated based on histonical loss expertence The histoncal loss
experience ¢ adjusted for current ohservable data, 1o reflect the effects of current condihons not affecting the penod of
historical experience  The loss 1s discounted at the effective interest rate, except where portfolios meet the critena for short-term
receivables  The impact of the discounting 1s reported through interest recewvable within the income statement and represents
the unwind of the discount

Once an impaminent luss has been recogmsed on a iimdnciai assel or gioup of financial assets, miterest income continues to be
recognised based on the original effective interest rate basis

Impairment losses are recogmised in the income statement and the carrying amount of the financial asset or group of financal
assets reduced by establishing an allowance for impairment losses  If 1n a subsequent penod the amount of the impatrment lass
reduces and the reduction can be ascnbed to an event after the impairment was recognised, the previously recognised loss 1s
reversed by adjusting the allowance

13




Santander Consumer (UK) plc - company number 2248870
Notes to the financial statements for the year ended 31 December 2012

1 Accounting policies {continued)

A wite off 15 made when the financial asset 1s considered uncollectible and 1s charged against previously established provisions
for imparrment

Impairment of intangibie assets

At each balance sheet date or more frequently when events or changes in circumstances dictate intangible assets are assessed for
inchcators of impairment  The intangible assets are amortised on a straight-hne basis over the estimated economuc life of three
years If indications are present, these assets are subject to an imparment review The wmpairment review comprises a
comparison of the carrying amount cof the asset with its recoverable amount the higher of the assets or the cash-generating
urit’s net selling price and its value in use Net selling price 15 calculated by reference to the amount at which the asset could be
disposed of in a binding sale agreement In an arm’s length transaction evidenced by an active market or recent transactions for
similar assets  Value in use 1s calculated by discounting the expected future cash flows obtainable as a result of the asset's
continued use, including those resulting from tts ultimate disposal, at a market based discount rate on a pre-tax basis

Leases

The Company as a Lesser Assets leased to customers under agreements which transfer substantially all the nsks and rewards of
ownership to the lessee, are dassified as finance leases Assets held under finance leases are recognised in the Balance Sheet as a
receivable amount equai to the net investment in leases The net investment in leases represents the present value of the
minimum lease payments recevable under finance leases or the ife of the asset if shorter, at the inception of the lease, together
with any unguaranteed residual value accruing to the lessor discounted at the rates of nterest implicit in the leases Income from
finance leases is recognised using the effective interest rate method to give a constant perodic rate of return on the net
investment

Operating leases

The Company as a Lessee The Company enters into operating leases for the rental of motor vehicles Payments made under
stich leases are chargad to the income statement principally on a straight-ine basis over the period of the lease When an
operating lease 1s terminated before the lease period has expired, any payment to be made to the lessor by way of penalty s
recognised as an expense In the penad in which termination takes place

if the lease agreement transfers the nisk and rewards of the asset, the lease 15 recorded as a finance lease and the related asset 1s
capitalised At inceptron, the asset 1s recorded at the lower of the present value of the minimum lease payments or fair value and
depreciated over its estimated useful ife The corresponding rental obligations are recorded as borrowings

The agyregate benefit of incentives, if any, s recognised as a reduction of rental expense over 1he ledse term on a straighl-hne
basis

Commissions payable

Third party intermedharies including dealerships and brokers write all new business Commussion ts paid to these intermediaries
for therr services, the commission 1s spread using the effective interest rate method over the expected Iife of the agreements

Taxation
The tax expense represents the sum of the income tax currently payable and deferred income tax

Income tax payable on profits, based on the applicable tax law in each junsdiction is recognised as an expense i the perniod in
which profits anse Taxable profit differs from net profit as reported in the Statement of Comprehensive income because it
excludes items of income or expense that are taxable or deductible in other years and it further excludes 1tems that are never
taxable or deductible The hability for current tax 1s calculated using tax rates that have been enacted or substantively enacted by
the balance sheet date

Deferred income tax 15 the tax expected to be payable or recoverable on ncome tax losses available to carry forward and on
temporary differences ansing between the tax bases of assets and liabilities and ther carrying amounts in the Financial
Statements and is accounted for using the balance sheet liability method Deferred tax habilitizs are generally recognised for all
taxable temporary differences and deferred tax assets are recognised to the extent that it 1s probable that taxable profits will be
available against which the assets may be utiised as they reverse Such deferred iax assets and habilities are not recognised if the
temporary difference anses from goodwill Deferred tax assets and liabilities are not recognised from the initial recognrion of
other assets {other than in a business combination} and habilities In a transaction that affects nether the taxable profit nor the
accounting profit

Deferred tax 15 calculated at the tax rates that are expected to apply in the period when the lisbility 1s settled or the asset is
realised based on rates enacted or substantively enacted at the halance sheet date Deferred tax 1s charged or credited in the
Income statement, except when 1t relates to items recogrised in other comprehensive income or directly in equity, in which case
the defaired tax 15 alse recogmised in other comprehensive income or directly I equity
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Santander Consumer (UK) plc — Company number 22483870
Notes to the financial statements for the year ended 31 December 2012

1 Accounting policies {continued)

Deferred and current tax assets and habilities are only offset where there s both the legal nght and the intention to settle on a
net basis or to realse the asset and settle the latulity simultaneously

Cash ano cash equivaients

For the purposes of the cash flow statement and balance sheet, cash and cash equivalents comprise balances with less than three
months matunty from the date of acquisition, including cash and non restricted balances with central banks, treasury bills and
other ehgible bills, loans and advances to banks, amounts due from other banks and short term investments in securtties

Financial Liabilities, including borrowings and trade and other payables

Financial liabilities are recognised inrtially at fair value, being the proceeds (fair value of consideration received) net of transaction
costs incurred Financial habilities are subsequently stated at amortised cost, any difference between proceeds net of transaction
costs and the redemption value 1s recognised in the income statement over the penod of the borrowings using the effective
nterest rate method

Share capital

Incremental external costs directly attributable to the 1ssue of new shares, other than on a business combination, are deducted
from equety net of any related income taxes

2 Financial Risk Management

As a result of its normal business activities, the Company 15 exposed to a vanety of nsks, the most significant of which are
operational nsk, credit sk, market nisk, interest rate risk and hquidity nsk The Company manages its nisk in hine with the central
risk management function of the Santander UK Group Santander UK Group's Risk Framework ensures that nisk 1s managed and
controlled on behalf of shareholders, customers, depositors, employees and the Santander UK Group's regulators Effective and
efficient nsk governance and oversight provide management with assurance that the Santander UK Group’s business activities
will not be adversely impacted by nsks that could have been reasonably foreseen This in turn reduces the uncertainty of
achieving the Santander UK Group’s strategic objectives

Authority flows from the Santander UK plc Board to the Chief Executive Officer and from her to specfic indwviduals Formal
standing committees are maintained for effective management of oversight Their authority 1s derived from the person they are
intended to assist Further information can be found in the Santander UK plc Annual Report which does not form part of this
Report

Credit nsk

Ciedit nsk 15 the nsk that counterparties will not meet their financal obhgabions and may result in the Company losing the
principai amount lent, the interest accrued and any unrealised gains, less any secunty hela  The credit nsk on liguid funds and
denvative financial instruments 15 imited because the counterparties are banks wiath high credit ratings assigned by international
credrt rating agencies  Afl new business is subject to credit sconng and/or underwnting policy criteria designed to assess
creditworthiness  Loans and recewables to thud parties are unsecured

The Company has no significant concentration of credit risk, with exposure spread over a large number of counterparties and
customars The maximum exposure 1s the amount recerded m the balance shaet and disclosed in Notes 15 and 16

A description of how impairment 1s measured can be found in the accounting policies in Note 1
Liquidity nsk

Ligquidity nisk 1s the potenhal that, although remaining solvent, the Company does not have suffigent iguid financeal resources to
enable it to meet its obligations as they fall due, or can secure them only at excessive cost

The Company review on a regular basis its cash flow othgations, and through the utilisation of inter group lending and the
expected maturities on the tinance lease recevables and unsecured personal Ioans, they are able to meet all of 1ts current cash
flow obligations
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2 Financal Risk Management {continued)

Maturities of financial habilities

The table below analyses the matuntes of the undiscourted cash flows relating to financial iabires of the Compary based on
the remaining penod to the contractual matunty date at the balance sheet date There are no significant financial habulives
ielaied to financial guaraniee contracts  This tabie 15 novimended to show the hquidity of the Company

Demand Upto3 3-12 1-5 Over5 Total
At 31 December 2012 months  months years years
£000 £000 £000 £000 £000 £000
Intercompany liabilittes 1,463 2,464,872 795,119 388,803 - 3,650,257
Other liabilities 7,937 - - - - 7,937
Total financial liabilities 9,400 2,464,872 795,119 388,803 - 3,658,194
Demand Upto3 3-12 1-5 Over 5years Total
At 31 December 2011 months months years £000
£000 £000 £000 £000 £000
Intercompany habilities 1,497 2,519,180 379,024 433,868 - 3,333,569
Other liabilities 16,695 - - - - 16,695
Total financial habilities 18,192 2,519 180 379,024 433,868 - 3,350 264

Market risk

Market risk 1s the potential for loss of income or decrease i the valug of net assets caused by movements in the levels and prices
of financial instruments The Company’s retail business i1s subject to fair value interest rate nisk as the finance leasing agreements
and unsecured personal loans all bear fixed interest and as such the value of these assets fluctuates with changes mn market
interest rates To mitigate this nsk, lease arrangements and lending are economically hedged with denvatives from another
Santander UK group Company The balance on unsecured personal loans totals £753,773,000 {2011 £703,671,000) and the
directors have hedged the book value of these loans in its entirety against the risk of fluctuations in interest rates through the
use of a number of interest rate swaps

Sensitivity analysis

A 100bp adverse movement in interest rates would result in a reduction 1n operating proit of £6,279,000 {2011 £5,551,000)
over the remaining Ife of the asset portfolio

The Company only lends In sterling to UK indviduals and businesses and 50 15 not exposed to foreign curiency risk

3 Capital management and resources

The Company's shareholders adopt a centralised capital management approach, based on an assessment of both reguatory
requirements and the economic caprtal impacis of businesses in the Santander group The Company has no non-centralised

process for managing its own capital

Capital held by the Company and managed centrally as part of the Santander group, compnises share capital and reserves which
can be found in the Balance Sheet on page 7

4 Revenue

An analysis of the Company’s revenue is as follows

Year ended Year ended
31 December 2012 31 December 2011
£000 £000
_ Interest revenue _ e o o _ o o
Finance leasing income - 197,052 __ 181,468
Unsecured personal loan incorpe I e 92,196 103,148
_Wholesale funding ancome . _ 7 L . 14,872 14716
Interest recevable on borrowings loaned to Joint Venture 1,344 -
Total revenue 305.464 299,332
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5. Finance costs

Year ended Year ended

31 December 2012 31 December 2011

£000 £000

Interest payable on secuntisation 15,476 14,907
Guarantee payments to Santander Consumer Finance S A - 718
Interest payable on borrowings held with Abbey National Treasury Services plc 40,960 21,400
Fair value loss on interest rate swaps 9,578 18,265
Intarest on bank overdrafts and loans . 96- - - 376
66,110 55,666

Total _____ - -

The interest rate payable on bank overdrafts 1s vanable and based on the base rate plus 1%, as at the end of 2012 the rate was

150% (2011 1 50%)

Interest payable on securiisatron includes a fair value loss of £4,650,000 relating to interest rate swaps transacted with Abbey

National Treasury Services pic

6 Impairment losses

Movement in allowance for losses on finance lease recewvables, unsecured persanal laans and wholesale funding

2012 2011
£000 £000
Balance at 1 January 88,702 79,301
Increase 1n iMpairment provisions 28,997 50,161
Wirite offs (32,129) (40,760}
Balance as at 31 December 85,570 88,702
7 Operating profit
The profit from operations has been arrived at after charging
Year ended Year ended
31 December 2012 31 Decemnber 2011
£000 £000
Staff costs (see Note 8) 17,922 15,504
Amortisation of intangible assets (see Note 12) 242 463
Depreciatian of fixed assets (see Note 13) - 3
Auditor remuneration for audit services 106 96
8. 5taff costs
The average monthly number of employees {including executive directors) was
Year ended Year ended
31 December 2012 31 December 2011
No No
Sates and customer service 279 269
Administration and support 157 233
Total 476 502
Ther aggregate remuneration compnsed
Year ended Year ended
31 December 2012 31 December 2011
£000 £000
Wages and salares 15,276 12,729
Social secunify costs 1,466 1,567
Other pension costs {see Note 26) 1,180 1,208
Tota) 17,922 15,504
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9 Directors’ Emoluments

The aggregate emoluments receved by the directors of the Company were

Year ended 31 Year ended 31

December 2012 December 2011

il o . _ fonn ___£000
Salaries and fees 209 209
Performance related payments 210 265
Total emoluments excluding pension contributions 419 474
Pension contributions ) - g9 90
508 564

The aggregate emofuments above exclude emoluments receved by directors in respect of their primary duties as directors or
officers of Banco Santander, S A and Santander UK plc No apportionment of this remuneration has been made

Remuneration of highest paid Director

The emoluments excluding pension contnbutions of the highest paid Director were £418,75% (2011

£474.179) of which

£209,472 was pertormance related (2011 £265,020) The accrued pension benefit for the highest paid Director was £89,006
(2011 £90,486) The accrued lump sum of the highest paid director as at 31 December 2012 was £375,000 {2011 £375,000)
One Director will be recewving benefits under a defined benefits scheme and no directors wil be recewving benefits under a

defined contnbution scheme

10 Investment gain / (loss}

Year ended Year ended

31 December 31 December

2012 2011

£000 £000

Unrealised fair value gainf{loss} on interest rate swaps 618 (229)
618 (229)

The above represents the fair value gain generated by hedge accounting  The investment ioss arising on interest rale swaps
totals £2,569,000 (2011 gain £69,000) The investment gain ansing on the adjustment to the hedged item 1n a designated fair

value hedge accounting relationship totals £3,187,000 (2011 ioss £298,000)

11 Tax
Year ended Year ended
21 December 31 Decembar
2012 011
€000 £000
Current tax
UK corporation tax on profit of the year 27,000 22,561
_Adjustments In respect of prior pernods 338 (461)
Total current tax 27,338 22,100
_Deferred tax (Note 18) _ B o B e o o
‘Ongination and reversal of temporary differences T B _ 319 T 1z8
Change in rate of UK Corporation tax ) | T 87 95
A_djustl:nent-‘;_m respact bf_@or y?a_E R . (lBj © {i,362)
Total deferred tax B 219 T {1,139
Tax charge on profit for the year 27.557 20,961

UK corporation lax is calculated at 24 5% (2011 26 5%) of the estimated assessable prohis for the year The standard rate of

UK corporation tax was teduced from 26% to 24% with effect fiom 1 Apnl 2012

The hinance Act 2012, which prowides for a reduction tn the main rate of UK corporation tax to 23% effective from 1 Apnil
2013 was enacted on 17 July 2012 As this change in rate was substantively enacted prior to 31 December 2012, it has been
reflected in the deferred tax asset at 31 December 2012 The UK Government has also indicated that it intends to enact further

reductions in the main taz rate, to 21% by 1 Apnil 2014, and then to 20% by 1 Apnl 2015

These changes to the main tax rate have not been substantively enacted at the balance sheet date and, therefore, are not

included in these financial statements
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11 Tax {continued)

The tax on the Company’s profit before tax differs from the theoretical amount that would arse using the basic tax rate of the
Company zs follows

Year ended Year ended
31 December 2012 31 December 2011
£000 £000
Profit before tax -
Continuing cperations o B B B 111372 85,544
Tax at the UK corporation tax rate of 24 5% (2011 26 5%) - 27286 22,669
_Non deductible expenses o 33 21
Etfect of change in tax rate of deferred tax provision T 87 95
Adyustments n respect of prior penods 154 {1,824}
Tax charge for the year 27,557 20,961
12. Intangible assets
Software
caprtalisation
£000
Cost
At 31 December 2011 3.194
Additions -
At 31 December 2012 3,194
Amortisation
At 31 December 2011 {2,952)
Charge for the year {242)
At 31 December 2012 {3,194)
*Earrymg amount T B i T T
At 31 Decernber 2012 -
At 31 Decernber 2011 242

During the year the Company has recognised amortisation of £242,000 (2011 £463,000) The fronl end system has been
amortised on a straight-line basis over the estimated economic Wfe of three years and the net book value as at 31 December

2002 s £k

13 Fixtures and equipment

Fixtures and Total
equipment
£000 £000
Cost
At 1 Japuary 2012 [ ]
Additions - -
At 31 December 2012 6 6
Accumulated depreciation
At 1 January 2012 6 6
Charge for the year . -
At 31 December 2012 6 6

Carrying amount

At 31 December 2012

At 31 December 2011
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14 Investment In joint venture

Details of the Company’s joint venture at 31 December 2012 are as follows

Place of Proportion of Proportion of

incorporation ownership voting power

mterest % held %

Hyundai Capital UK Limited UK 5001 5001

The investment in the joint venture 15 stated at cost  The remaiming proportions of shares ins the joint venture are held as follows

Proportion of Proportion of

ownership voting power
interest % held %
Hyundai Caprtal Services Inc 29 99 2999
Hyundai Motor UK Limited 1000 1000
Kia Motors UK Limited 1000 1000

Hyundai Capital UK Limited 1s a joint venture, the Company’s share of the joint venture's results 1s accounted for on an equity
basis The Company does not prepare consolidated accounts, the share of the joint venture’s results 1s included in the
consohdaled accounts of the Company’s inmediale parent, Santander UK plc

15 Finance lease recevables

finomum lease Present valu= of

payments minimum lease payments
recewvable
2012 2011 2012 20
£000 £000 £000 £000
Amounts recevable under finance leases
Within one year 794,212 754,409 653,261 611,206
In the second to fifth years inclusive 1,306 792 1,209,253 1,143,828 1,037,069
After five years 4,246 1155 3,717 9490
2,105,250 1,964,817 1,802,806 1,649,265
Less unearned finance income (262,535) (279,769) - -
_Less impasrment provision o {41,908) {35 783) - -
Present value of mirimum lease payments recevable 1,300,807 1,649 265 . - . .
Analysed as o
Non-cuivent finance lease recewvables (recoverablo after TTTTTA.446 894,855 - -
12 months)
Current finance lease recewvables (recoverable withun 12 679,361 754 409 - -
months}
1 800, 807 1,649 265 - -

The Company enters intu finance leasing alangements fui the financing of vehicles  The average tetm of fmance teases entered
into s three years and eleven months (2011 three years and nine months)

The interest rate inherent in the leases is fixed at the contract date for all of the lease term  The average effective interest rate
contracted approximates 10 17% (2011 10 939%) per annum There are unguaranteed residual values at the balance sheet date
of £290,633,000 relating to Personal Contract Purchase (PCP) agreements (2011 £235,678,000)

Finance lease recevable balances are secured over the motor vehicle leased The Company s not permitted to sell or repledge
the collateral in the absence of default by the lessee

The directors consider that the carrying amount of the finance lease recewvables approximates to their fair value
An allowance has been made for esthimated wrecoverable amounts of £41,908,000 (2011 [35,783,000) This allowance has
been determined by reference to past default experience The concentration of credit sk 1s Iimited due to the customer base

being large and unrelated The dwectors believe that there 1s no further credit provision required in excess of the allowance for
iIrrecoverable amounts
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16. Loans and receivables

31 December

31 December

2012 2013

£000 £000
Loans and recevables due from thed parties 770,688 725,239
Wholesale funding 402, /37 531,816
Securitisation notes _ 559,352 583,122
Loans due frem Motor 2011 plc L e __ ) 29,497 _ 51,058
Loans due from Motor 2012 plc 33 225 -
Loans and receivables 1,795,499 1,891,232
tess Imparment allowances (43,661) (52,919)
Total 1,751,838 1,838,313

The directors consider that the carrying amount of loans and receivables approximates to their fair value

All loans to third parties are to private individuals and companies and are at fixed rates, the average effective interest rate Is
11 26% (2011 12 73%) Ali loans are made in UK sterhing Loans and recevables to third parties include amounts recevables
after twelve months totalling £508,788,000 (2011 £478,496,000)

An allowance has been made for estimated irrecoverable amounts of £16,916,000 (2011 £21,567,000) This allowance has
been determined by reference to past default experience The concentration of credit nisk 15 imited due to the customer base
being large and unrelated  The directors believe that there 15 no further credrt provision required i excess of the altowance for
irrecoverable amounts

The wholesale funding balance includes dealer stocking and dealer overdrafts, these are at vanable rates and are repayable
within twelve months  An ailowance has been made for estimated irrecoverable amounts of £26,745,000 (2011 £31,352,000)

The entities Moter 2011 plc and Motor 2012 plc are consolidated into the Santander UK plc Group accounts

17 Trade and other receivables

31 Pecember 31 December

2012 201
£009 £000

“Trade recewables T o T - 25680 8544
_Prepayments _ 92,650 105,571
Amounts receivable from joint venture 328,151 -
Amounts recevable from other group comparues- group relief - 216
Total 446,481 114,331

The directors consider that the carrving amount of trade recevables aoproximates to ther far value
Prepayments include amounts after twelve months of £46,690,000 (2011 £52,775,000)
18 Deferred tax

Deferred taxes are calculated on temporary differences under the hability method using the tax rates expected to apply when the
liability 1s settled or the asset is realised  The movement on the deferred tax account was as follows

Other temporary Accelerated capital

differences allowances
£000 £000 Total
£000
At 1 January 2011 - 15 15
Income statement charge - 1139 1,139
A1 1 Janvary 2012 . 1,158 1,154
Income statement credit 75 (294) (219)
At 31 December 2012 75 860 935
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18 Deferred tax (continued)

Deferred tax assets are attributable to the following items

Balance Balance Income Income
Sheet Sheet Statement Statement
2012 2011 2012 201
£000 £000 £000 £000
Deferred tax assets
Accelerated book deprecisbony 860 1,154 __{254) 1,139
Other temporary differences 75 - 75 -
Total deferred tax 935 1,154 (219) 1,139
19. Denvative financial instruments
Year ended Year ended
31 December 31 December
2012 201
£000 £000
_Bas:s rate swap with Ablbiey National Treasury Services pic re Motor 11 plc 3,246 -
Basis rate swap with Abbey Naticnal Treasury Services pic re Motor 12 plc {7.545) -
Basis rate swap with Banco Santander - 352
(4,299) 352

Following the Company's first secuntisation, the Company has entered into a basis rate swap to hedge an interest rate
misrnatch The swap counterparty in 2011 was Banco Santander $ A In 2012 the swap was novated to Abbey National Treasury
Services plc The swap will be in force until the earlier of the notes’ matunty date of March 2019 or such earlier date on which
the swap 1s terminated The swap 15 not designated into a hedge accounting relationsnip
As per the Report of the Directors, the Company has entered into its second secuntisation and has entered into a basis rate swap
to hedge an interest rate mismatch  The swap counterparty in 2012 was Abbey National Treasury Services plc The swap will be
in farce until the earhier of the notes matunty date of February 2020 or such earher date on which the swap 1s terminated  The

swap 15 not designated into a hedge accounting relationship

20 Trade and other payabies

31 December

31 December

2012 201

£000 £000

Trade payabies - _ 71,118 31,360
Tar and socal secunty 27,815 23,1474
Accruals and deferred income 23,397 21,486
Tota! 72,330 76,320

Trade creditors and accruals principally comprise amounts outstanding for trade purchases and ongoing costs The average credit

period taken for trade purchases 1s 28 days (2011 28 days)

The directors consider that the carrying amount of trade payables approximates to therr fair value
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21 Bank overdrafts and loans

31 December 31 December

2012 20M

£000 £000

Amounts due to Abbey National Treasury Services ple 2,437 692 2 26N 147
Amounts due to Motor 2011 plc 338,830 212,892
Arnounts due to Motor 2012 plc 845,092 -
Amounts due to Santander UK plc group companies _ o 28,377 258,939
_Amounts due to other group companes e e 266 591
Bank overdrafts 7,937 16 695
N _ B 3,658,194 3,350,264

. These borrowings are repayable as follows e . . 3
On demand or within one year 3,269,391 2,916,396
Amounts due after one year 388,803 433,868
3,658,194 3,350,264

Amounts owed to Abbey National Treasury Services plc for borrowings are interest beanng, the average weighted interest rate as
at the balance sheet date 1s 1 12% (2011 1 30%)

Amounts due to Saniander UK pic group companies telate to intercompany recharges and are repayable on demand The
directors consider that the carrying amount of amounts owed to group undertakings approximates to their fair value

Amounts owed to Motor 2011 plc relate to the assets securitised in Apnl 2031 All amounts due to Motor 2011 ple are
expected tu be iepayable within twelve months

Amounts owed to Motor 2012 plc relate to the assets securitised in Sentember 2012 Amounts due to Motor 2012 plec include
amounts repayable after twelve months totalling £388,803,000

All bank overdrafts are held in UK sterling The directors consider that the carrying amount of bank overdrafts approximates to
their fair value

22 Share capital

31 December 31 December
2012 2611
£000 £000
Issued called up and fully paid
150,000,000 ordinary shares of £1 each 150,000 150,000

23 Operating lease arrangements

At the balance sheet date, the Company had outstarding commitments for future minimum lease payments under non-
cancellable operatinig leases, which fall due as follows

2012 2011

£000 £000

wnbin onreyear 0 201 460
In the second to fifth years inclusive 88 63
289 523

The Company has entered into 42 operating lease agreements for motor vehicle hure for personnel including the director v 1 Hill
The contracts are for 24 months, on expiry of the agreement the Company has the option to continue to rent the motor vehicle
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24, Note to the cash flow statement

Year ended Year ended
31 December 2012 31 December 2011
£000 £000
Operating profit 110,754 85,773
Adjustments for
Finance costs 66,110 55,666
Depreciation on software development 242 463
Depreciation on fixtures and equipment - 3
Fair value loss / (gain) on denvative 4,650 (352)
Impairment losses / {gamns) (3,134) 9,40
Operating cash flows before mevements in working capital 178,622 150,954
Increase in finance lease receivables {157,357) (200,780}
Decrease / {increase) in loans and recevables 96,042 (597,219)
Decrease / (increase) in trade receivables (332,703) 21,440
Decrease In payables {30,990) (1,398)
Cash used in operations {246,386) (627,003)
Tax received / (paid) 216 {22,815)
Interest paid (66,110) {55,666)
Net cash used in operating activities (312,280) (705,484)

Cash and cash equivalents (which are presented as a single class of assets on the face of the balance sheet} comprise cash at
bank and other short-term highly iquid investments with maturity of three months or less

25 Contingent Liabilities

The Company, along with certain other subsidanies of Santander UK plc, 1s a party to a capital support deed dated 14 December
2012 with Santander UK plc, Abbey National Treasury Services plc and Cater Allen Limited (each a "regulated
entity”) The Caprtal Support Deed supports a core UK group for the purposes of section 10 of the Prudential Sourcebook for
Banks, Building Societies and Investment Firms (“BIPRU") of the FSA Handbook Under section 10 8 of BIPRU, exposures of each
requlated entity to other members of the core UK group, including the Company, are exempt from large exposure limits that
would otherwise apply The purpose of the Capital Support Deed 1s to facilitate the prompt transfer of available capital resources
or repayment of liabilities to a regulated entity to ensure that a regulated entity continues to comply with requirements relating
to capital resources and nisk concentrations The amount of any transfer 1s imited to the sum of the Company's capital resources
which would not cause the value of its habilities to exceed the value of its assets, taking into account all of its contingent and
prospective liabihties The Capital Support Deed also provides that, in certamn circumstances, funding recewved by the Company
from other parties to the Capital Support Deed becomes repayable on demand, such repayment being hmited to the Company's

avallable resources

26 Retirement Benefit Schemes

The Company participates In the Santander UK group defined benefit pension schemes in operation There 15 no contractual
agreement of stated policy for charging the net defined benefit cost The contnbution to be pad by the Company s
calculated as the contributions made by Santander UK plc to the schemes in respect of the Company's employees  An amount
of £1,180,000 (2011 £1,208,000) was recognised as an expense for the contributions and 1s included in Note 8 Of this
amount £274,643 was recognised for key management personnel (2011 £153,000) The details of the pension scheme appear

in the accounts of Santander UK plc
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27 Related party transactions
Trading transactions

Dunng the year, the Company entered into the following transactions with related parbes

Income Expenditure Amounts owed by Amounts owed to
related parties related partres

2012 2011 2012 201 2012 2011 2012 2011

£000 £600 £000 £000 £000 £000 £000 £000
Entities with significant influence over
the Company- Santander UK plc - - 2,523 4,084 27,602 29 659 34,833 278,580
Santander Consumer Finance S A - - - 718 - - - -
Banco Santander Central Hispano S A 8,873 5,572 5,478 - - 352 73 130

Other Santander UK plc group

compamies Santander Global

Consumer Finance Limited - - 264 843 - - 1 70
Other Santander UK plc group

companies- Ahbey Natinal Treasury

Services plc 320 34 41,280 21,434 3,246 6805 2457686 2,270,139
Other related parties Gesban UK

Limited - - 207 200 - - - 200
Other related parties_Isban UK - - 2181 2408 . - __ o e
Other related parties Ishan Span - - 1204 3064 - e -
Other related ;Sgr"‘nes Produban - - 3,205 2,858 - - 1
Other related parties Motor 2011 plc 75,082 27,360 84,355 35804 363712 634,176 338,830 812,982
Other related parties Motor 2012 plc 2,976 - - - 258361 o o-._..B4b092 -
Jont Venture Hyundai Capital UK

Limited 4,888 - - - 328370 - - -

Amounts paid to Santander UK pic include £2,417,000 of interest relating to Motor 2011 plc securitisation

Amounts owed to Santander UK plc primanly include amounts held at bank, and a repurchase agreement amount of
£26,914,000

Treasury borrowing costs induding the interest rate dervatives are all recharged

All transactions with Motor 2011 plc and Motor 2012 ple relate to the two securitisations which commenced in April 2011 and
September 2012 respectively

Amounts owed by Hyundar Capital UK Limited include treasury borrowings of £326,406,000, and management recharges for
borrowings, staff, system and overheads of £1,564,000

Remuneration of key management personnel

Santander UK plc holds the contracts of services of the key management personnel {not including the director disclosed
separately 1n note 9} and 1s responsible for their remuneration The remuneration of the management board which consists of
five employees including the director disclosed in note @ (2011 five) who act as the key management personnel of the
Company, is set out below in aggregate for each of the categonies specified in IAS 24 Related Party Disclosures

2012 2011
£000 £000
Short-term employee benefits ) : i . . I 14t I o 1,:13_7
Post-employment berefits 275 270
Share based payments 64 86
1,639 1,793

Long Term Incentive Plan

In 2012, no key management personnel {2011 five) were granted conditional awards of shares in Banco Santander, S A under
the Santander Long-Term Incentive Plan (2011 £121,514 based on a closing share price of Euro 5 5707 The value atinbutable
to the current year of these conditonal awards 15 included in share based payments abave Under the Santander Long-Term
Incentive Pians granied on 1 July 2009 and 1 July 2010, certain Directors, Key Management Perscnnel (as detined above) and
other nominated indwiduals were granted condional awards of shares in Banco Sartander, SA  The amount of shares
participants will receive throughout a three year period depends on performance of Banco Santander, S A during this penod Al
awards under the Santander Long-Term Incentive Plan depend on Santander's Total Shareholder Return performance agamst a
competitor benchmark group  Subject to perfermance conditions being met, 30% of the 2009 conditional award vested in July
2012 and 100% of the 2010 conditional award will be available to vest in July 2013
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27. Related party transactions {continued)
Directors’ transactions
Directors and key management personnel have undertaken the following transactions with the Company

Finance !eases and unsecured perscnal loans

Amounts in respect of diractors and key

Number of management personnel
directors/key £000
management

personnel
Balances outstanding at 1 January 2012 - -
Net movement duning the year 2 33
Balances outstanding at 31 December 2012 2 33

There were no other transactions with directors or key management personnel
28 Parent undertaking and controlling party

The Company's immediate parent company 15 Santander UK plc, a company registered in England and Wales and which owns
100% of the share capital

The Company's ultimate parent undertaking and controlling party s Barco Santander, S A, a company registered (n Span
Banco Santander, S A 15 the parent undertaking of the largest group of undertakmngs for which group accounts are drawn up
and of which the Company s a member Santander UK plc 1s the parent undertaking of the smallest group of undertakings for
which the group accounts are drawn up

Copies of ali sets of group accounts, which include the results of the Company, are available from Secretanat, 2 Tnton Square,
Regerit's Place, London NW1 3AN
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