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LOMBARD BUSINESS LEASING LIMITED _ . 04314962
STRATEGIC REPORT

. The directors of Lombard Business Leasing Limi{ed (“the Company”) present their Strategic Report
together with the audited financial statements for the year ended 31 December 2019.

ACTIVITIES AND BUSINESS REVIEW E
‘Activity
The principal activity of the Company continues to be the provision of credit finance by way of leasing

The Company is a subsidiary of NatWest Group plc (‘NatWest Group’) (formerly known as The Royal
Bank of Scotland Group plc (RBSG plc)) which provides the Company with direction and-access to all
central resources it needs and determines policies in all key areas such as:finance, risk, human -
resources or environment..For this reason, the directors believe that performance indicators specific to
the Company are not necessary or appropriate for an understanding of the development, pen’ormance
or position of the business. The annual reports of The Royal Bank of Scotland Group plc review these
matters on a group basis. Copies can be obtained from Corporate Governance and Regulatory Affairs,
RBS Gogarburn, .Edinburgh, PO BOX 1000 EH12 1HQ, the Registrar of Companies or at
www.natwestgroup.com. - ’ .

" Review of the year
Business review

The directors are satisf ed with the Company's performance in the year. The Company will be guided
by its shareholders in seeking further opportunities for growth. Post balance sheet events are described
in note 20 to the financial statements. :

Fmancral performance
The Company s financial performance is presented on pages 10 to 12.

Turnover grew by £2,504k (2018: £2,123k) and cost of sales decreased by £106k (2018: increased by
£6,385k), depreciation increased by £913k (2018: decreased by £3,507k) and expenses increased by
£512k (2018: £266k). After impairment provisions of £567k (2018: £5 778k) the profit for the year was
£25,579k (2018: £17,884k), an increase of 43.21% over 2018.

No dividend was paid during the year (2018: nil). Since the balance sheet date a final d'ividend of
~ £50, OOOk in respect of 2019 has been proposed and paid (see note 20).

At the end of the year, the balance sheet showed total assets of £1,108,88% (2018: £1,039 218k) .
including income-generating assets comprising finance lease receivables £774,541k (2018: £695,495k)
and assets held for use in operating leases £303,017k (2018: £308,249k). Total shareholders’ funds
were £53,391k (2018: £27,812k). .

Principal risks and uncertainties

The Company seeks to minimise its exposure to financial risks other than credit risks.

- Management focuses on both the overall balance sheet structure and the control, within prudent limits, .
of risk arising from mismatches, including market, interest rate, currency, liquidity, credit, residual value

and operation. It is undertaken within limits and other policy parameters set by the Group Asset and

Liability Management Committee (Group ALCO).

The Company is mainly funded by faciliti.es from Lombard North Central PLC. fhe majority of these are '
denominated in sterling which is the functional currency. o
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STRATEGIC REPORT
Principal risks and uncertalntles (continued)

The Company’s assets mainly. comprise property, plant and,équipment on which it has exposure to
asset risk on the residual value. The Company also has lease receivables which would expose it to
market, interest rate, currency, liquidity, credit risk, residual value and operational risk.

The priricipal risks associated with the Company are as follows:

Mafket risk

“Market risk is the potentlal for loss as a result of adverse changes in risk factors including mterest rates
‘forelgn currency and equity prices together with related parameters such as market volatilities. '

The principal market risk to which the Company is exposed is interest rate risk.

Interest rate risk ' .

Finance lease receivables maybe based on fixed and/or floating rates. These ‘are funded primarily
through balances owed to group undertakings, which are due primarily on demand and a variable rate
basis. The repricing maturity profile of the financial assets of the Company may be different to that of
the associated borrowmgs and hence g|ve potential exposure to interest rate risk.

The Company manages interest rate rlsk by monitoring the con5|stency in the interest rate profile of its
assets and liabilities, and limiting any repricing mismatches.

‘Curren'cy risk

The Company undertakes certain transactions denominated in foreign currencies, hence exchange rate
fluctuations arise. The Company's policy. is normally to match foreign currency receivables with
- borrowings in the same currency.

Liquidity risk

Liquidity risk arises where assets and liabilities have different contractual maturities. Management
focuses on risk arising from the mismatch of maturities across the balance sheet and from undrawn
commitments and other contingent obligations.

The Company manages its liquidity risk by 'having access to Group funding. 4
Credit risk

Credit risk management seeks to match the risk of credit failure to price of credit on granting a facility
whilst maintaining credit risk exposure in line with approved appetite for the risk that customers will be
unable to meet their obllgatlons to the Company.

The key principles of the group’s Credit Risk. Management Framework are éet out below:

. " Approval of all credit exposure is granted prior to any advance or extension of credit.

e« -Anappropriate credit risk assessment of the customer and credit facilities is undertaken prior to
approval of credit exposure. This includes a review of, amongst other things, the purpose of
credit and sources of repayment, compliance with affordability tests, repayment history, capacity

~ to repay, sensitivity to economic and‘market developments and risk-adjusted return.

. Credit risk authority is delegated by the Group Board and specifically granted in writing to all
individuals involved in the granting’ of credit approval. In exercising credit authority, "the
individuals act independently of any related business revenue origination.

. All credit exposures, once approved, are effectively monitored and managed and rewewed
periodically against approved limits. Lower quality exposures are subject to a greater frequency
of analysis and assessment.
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Principal rieks'and uncertaintie& (continued)

Residual value risk

Residual value risk is the risk that the value of a lease asset at the end of the lease term is less than
.estimated at inception of the lease contract and thus the Company may be subject to losses on disposal
of the lease asset. The Company manages this risk through an in-house residual value setting and
forecasting process which governs minimum standards for management and mitigation of residual value
risks. Residual values are established by reference to various sources of independent-and proprietary
knowledge. The Company monitors the asset risk exposure and its pricing level against current and
.expected future market development on a continuous basis and adjusts its residual values for new
leases accordlngly Other methods of managing this risk include the use of buybacks, guarantees and
split-risk arrangements and charging for asset impairment such as excess mileage or damages.

Operationall risk -

Operational risk is the risk of unexpected losées attributable to human error, systems failures, fraud or
inadéquate internal financial controls and procedures. The Company manages this risk, in line with the
NatWest Group. framework, through systems and procedures to monitor transactions and positions, the
documentation of transactions and periodic review by internal audit. The’ Company aIso maintains
contingency facilities to support operatuons in the event of disasters. :

Directors’ Duties and Engagement with- Stakeholders

Section 172(1) statement

Section 172(1) of the Companies Act 2006 (Section 172) is one of the- statutory duties that directors
have and requires them to promote the success of the company for the benefit of shareholders as a -
whole while taking into account the interests of other stakeholdérs and, in so doing, have regard to the
matters set out in Section 172(1) (a) to (f). These include the long term consequences of decisions,
colleague interests, the need to foster the company’s business relationships with suppliers, customers
and others; the impact on community and the environment and the company’s reputation.

- Board tra/n/ng and support ons. 172 (1) duties

Directors are supported in the discharge of their duties by the Company Secretary All directors receive
guidance on their statutory duties, including Section 172(1), and were briefed on the reporting
_ regquirements introduced by the Companies (Miscellaneous Réporting) Regulations 2018 in advance of
the effective date. The Company has introduced a new approach to board papers with greater focus on
ensuring relevant stakeholder interests are clearly articulated.

Engagement with suppliers, customers and others

Customers are at the heart of everything the Company does and the Board recognises the key role -
suppliers play in ensuring the Company delivers a reliable service to customers. - The Company is also
committed to managing the wider social, environmental and economic impacts of its operations which
includes the way it deals with its customers and manages sustainability issues in its supply chain.
Please refer to natwestgroup.com for the Modern Slavery Statement and details of the Supplier Code
of Conduct, both of which apply to the Company. ,

The Company’s key stakeholders are business customers of all sizes, from small family run businesses
to large commercial enterprises, a panel of selected asset finance brokers, NatWest employees
(‘colleagues”, being full time, part time, contractors and agency staff employed by NatWest Group)
engaged on Company related work, and suppliers who support the Company in the provision of
“elements of its products and services. These key stakeholders have been identified by virtue of contracts
held by those stakeholders directly with the Company or its parent. The range of engagement methods
"used by directors to understand the various stakeholder views and interests include Net Promoter
Scores, complamt volumes and the NatWest Our View survey. -
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How stakeholder interests have influenced decision making

All decisions taken by the board during the financial year were routine in nature but took account of
relevant stakeholder interests, as appropriate. :

Please refer to the Annual Report and Accounts of The Royal Bank of Scotland Group plc for further
information on NatWest Group’s approach to stakeholder engagement.

Going concern
These financial statements are prepared on a going concern basis, see note 1(a) on page 13.'
DIRECTORS' RESPONSIBILITIES STATEMENT

The dlrectors are responsuble for preparmg the annual report and the financial statements in accordance
W|th applicable’law. and regulations. .

Comp_any law requires the directors to prepare a Strategic Report, Directors' Report and financial
statements for each financial year. Under that law, the directors have elected to prepare the financial
statements in accordance with Financial Reporting Standard (FRS) 101 Reduced Disclosure
-Framework, and must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs at the end of the year and the profit or loss of the Company for
that penod In preparing these financial statements, the directors are. requrred to

select suitable ‘accounting policies and then apply them consistently;
make judgements and estimates that are reasonable and prudent;
state whether FRS 101 has been followed; and
. make an assessment of the Company’s ability to continue as a going concern.

The directors are responsible for keeping adequate accounting records that are sufficient'to show and
explain the Company'’s transactions and disclose with reasonable accuracy at any timé the financial
position of the Company and to enable them to ensure that the strategic report, directors' report and
financial statements comply with the requirements of 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 irregularities.

DISCLOSURE OF INFORMATION TO AUDITOR
Each of the directors at the date of approval of this report confirms that:

¢ so far as they are aware, there is no relevant audit information of which the Company’s auditor is
unaware; and
o the directors have taken all the steps that they ought to have taken to make themselves aware of
_ any relevant -audit information, and to establish that the Company’'s auditor is aware of that
_information. - - -

This confirmation is given and shall be interpreted in accordance wuth the provisions of- section 418 of
the Companies Act 2006. .

‘ _Approved by the Board of Directors and signed on its behalf:

| JIsaac
Director
Date: 18 December 2020
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DIRECTORS’ REPORT .

. The Strategic Report includes the review of the year, risk report, directors' responsibilities statement,
disclosure of information to auditors and note of post balance sheet events. Details .of the board's
engagement with customers, suppliers and others, and how these stakeholders’ interests have
influenced board decision making are set out on pages 4 and 5 of the Strategic Report which mcludes .
a sect|on 172(1) statement .

CHANGE OF REGISTERED OFFICE

The Registered Ofﬂce of the Company changed from 280 Blshopsgate London, EC2M 4RB to 250
Bishopsgate, London EC2M 4AA on 25 November 2019. _ .

DIRECTORS AND SECRETARY

The present directors and secretary, who have served throughout the year except where noted below
are listed on page 1. .

From 1 January 2019 to date the folIoWing chenges have taken place:

"Appointed Resigned
Directors ' _ '
J P Thwaite E 4 October 2019 - . . :
D G Harris : o - .4 October 2019
A D Parry : ' - " 4October 2019
" J A Pattara e - ' 4 October 2019 -
AUDITOR

Ernst & Young LLP has expressed its wnllmgness to contlnue in oft"ce as audltor

; Approved by the Board of Directors and sngned on its behalf

| J Isaac
Director ,
Date: 18 December 2020



" INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF LOMBARD BUSINESS LEASING
LIMITED

Opinion

We have audited the financial statements of Lombard Business Leasing Limited (“the Company") for the
year ended 31 December 2019 which comprise the Statement of Comprehensive Income, the Balance -
Sheet, the Statement of Changes in Equity and the related notes 1 to 20, including a summary of
significant accounting policies. The financial reporting framework that has been applied in their
preparation is applicable law and United Klngdom Accounting Standards including FRS 101 “Reduced
Disclosure Framework” (United Klngdom Generally Accepted Accounting Practlce)

In our opinion the financial statements:

e give a true and fair view of the Company S affalrs as at 31 December 2019 and of its prof it for the
year.then ended;
¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting -
_ Practice;.and
e have been prepared in accordance with the requirements of the Companies Act 2006

Basis for opinion' '

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor's
responsrbllmes for the audit of the financial statements section of our report below. We are independent
of the Company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other ethical
responsubrlltles in accordance with these requirements. :

We believe that the audit ewdence we have obtained is suffi C|ent and appropriate to provnde a basis for
our oplmon

Emphasns of matter — Effects of Covid-19

We draw attention to Notes 1(a) and 20 of the financial statements which describes the economic and -
social disruption the company is facing as a result of Covid-19, which.is impacting financial markets and
personnel available for work and being able to access offices. Our opinion is not modified in respect of

- . this matter.

~ Conclusions relating to going concern

We have nothlng to report in respect of the followmg matters in relation to which the ISAs (UK) require .
us to report to you where:
« the directors’ use of the going concern basis of accountlng in the preparation of the fi nancial
statements is not appropriate; or
o the directors have not disclosed in the financial statements any identified materlal uncertainties
.that may cast significant doubt .about the Company’s ability to continue to adopt the going
concern basis of accounting for a period of at least twelve months from the date when the
financial statements are authorised for issue. .

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information. ’

Our opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in this report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financia! statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If
we identify such material inconsistencies or apparent material misstatements, we are required to
determine whether there is a material misstatement in the financial statements or a material
" misstatement of the other information. If, based on the work we have performed, we conclude that there
is a material misstatement of the other information; we are required to report that fact.

'We have nothing to report in this regard.
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LIMITED

Opmlon on other matter pres¢ribed by.the dompanies Act 2006
“In our opinion, based on the work undertaken in the course of the audit:

e the information given in the strateglc report and directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
o the strategic report and directors report have been prepared in accordance with applicable legal
" requirements. .

Matters on which we are required to report by exoeption
In light of the knowledge and understanding of the Company and its environment obtained in the course
of the audit, we have' not identified material misstatements in the Strategic Report or Directors’ Report.

. We have nothlng to report in respect of the following matters in relation to which the Companies Act

2006 requires us to report to you if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or

e the financial statements are not in agreement with the accounting records and returns; or

. » certain disclosures of directors’ remuneration specified by law are not made or

¢ . we have not received all the information and explanations we require for our audit.

Responsibilities of directors -

As explained miore fully in the Directors’ Responsibilities Statement on page 5, the directors are

-responsible for the preparation of the financial statements and for being satisﬂed-that,they give a true
and fair view, and for such internal control as the directors determine .is necessary to enable the

-preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the directors are responsible for assessing the Company's ability -
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the directors either intend to Ilqmdate the Company orto
-cease operations or have no realistic alternative but to do $o.

Auditor’s. responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole -
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but js not a'guarantee that an
. audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate they could reasonably be expected to mfluence the economic decisions of users taken on
the basns of these financial statements.

A further description of our I’eSp0nSIbI|ItleS for the audit of the financial statements is located on theA
Financial Reporting Council's website at https://www. frc org. uk/aud|torsrespon5|billt|es This description .
forms part-of our auditor's report
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"LIMITED - . -

Uée of our report

This report is made solely to the Company s members as a body, in accordance with Chapter 3 of Par’('
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 auditor’s report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company’s members as a body, for. our audit work, for this
report, or for the opinions we have formed. .

F'f*r\.st_ & VQN P
'\j /
‘Andrew Blackmore (Senlor Statutory Auditor) .
for and on behalf of Ernst & Young LLP, Statutory Auditor

Bristol
Date: 18 December 2020
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STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2019

: . - : 2019 - 2018

Income from contmumg_peratlons ' - _Notes . £'000 __£'000 .
Turnover . - - 124,342 121,838
* Cost of Sales - I (20,951) (21,057)
Depreciation of property, plant and eqmpment 8 (61,800) ~ (60,887)
Operating expenses v 4. (5,043) (4,531)
Impairment losses ' ; : 5 (567) (5,778)
Operating profit . T - 35,981 29,585

Finance costs : : 6 : .(6,840) (5,805) .

Profit before tax .. . ' " ) <o 29,141 ‘ 23,780 .
Tax charge ‘ : ’ 7  (3562)  (5,896)
Profit and total comprehensuve income for the' year ' 25,579 17,884

The acbom'panyihg notes form an integral part of these financial statements.

- 10



LOMBARD BUSINESS LEASING LIMITED' S ‘ 04314962

. BALANCE SHEET
as at 31 December 2019

2019 ' 2018

Notes - - £'000. © £'000
Non-current assets - : ) -
Property, plant and equipment - 8 303,017 - 308,249
Finance lease receivables 9. " 606,267 491,130
Deferred tax-assets 7 - 9,282 13,171
: s o - 918,566 812,550

Current assets ' : : .
Finance lease receivables ' . 9 _ 168,274 - 204,365 .
Trade and other receivables B 1 651 . 601
Inventories I 12 963 1,065
Prepayments, accrued income and other assets . 13 20,435 20,637 -

. L i 190,323 226,668
Total assets - - 1,108,889 -~ 1,039,218
Non-current liabilities . .o . .
Amount due to group companies : 15 : 4,446 5,754
Cufrent liabilities R . : . : : .
Amount due to group companies ' 15 1,034,225 - 981,207
Current tax liabilities . : : 8,532 15,405
Trade and other payables . 14 - 1
Accruals, deferred income and other liabilities ~ 16 8,295 - 9,039

: 1,051,052 1,005,652
- Total liabilities ' ) 1,055,498 - 1,011,406

Equity
Called up share capital S ‘ 17 o - ‘ -
Profit and loss account - - : 53,391 27,812
Total equity ' . ’ 53,391 - 27,812
Total liabilities and equity ' . T ' 1,108,889 1,039,218

" The accofnpanying notes form an integralh part of these financial statements.

The financial statements of the Corhpany were approved by the Board of Directors on 18 December
2020 and signed on its behalf by: '

| J Isaac
D_irector

N
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STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2019
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 Share Profit and B

Capital loss account Total

- - £'000 £'000 £'000
At 1 January 2018 - 10,699 10,699
Implementation of. IFRS 9 on 1 January 2018 - (771) (771)
Profit for the year - 17,884 17,884
At 31 December 2018 - 27,812 27,812
Profit for the year - 25,579 25,579
At 31 December 2019 - 53, 391 ' 53,391

Total comprehensnve income for the.year of £25,579k (2018 £17 884k) was wholly attnbutable to the -

owners of the Company.

The accompanymg notes form an integral part: of these fi nancnal statements

12
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' NOTES TO THE FINANCIAL STATEMENTS
1. Accounting policies

.a) Preparation and presentation of financial statements
These financial statements are prepared:. . :

e on a'going concern basis. In the first quarter of 2020, the World Health Organisation declared
the Covid-19 outbreak to be a pandemic. Many ‘governments including the UK; have taken
stringent measures to contain and/or-delay the spread of the virus. Actions taken in response
to the spread.of Covid-19 have resulted in severe disruption to business operations and a
significant increase in economic uncertainty, with more volatile asset prices and currency
exchange rates, and a marked decline in long-term interest rates in developed economies.

NatWest Holdings Group (“the Group”) has a well- -developed business continuity plan which
includes pandemic response; enabling the Group to qmckly adapt to these unprecedented
' circumstances and continue as viable business.

There remains significant uncertainty regarding the developments of the pandemic and the
future economic recovery. The most likely expected financial impact is in respect of the
Company's profitability, assets, operations and Ilqmdlty which management continues to
“monitor.

.. The directors have g reasonable expectation that the Company has adequate resources to
continue in operational existence for the foreseeable future and have prepared the financial
statements on a going concern basis. This conclusion is based on the director’s assessment
of the Company's financial position, including the parental letter of support provided by the

~immediate parent company. The directors, in. relying on this support, have considered the
immediate parent company's ability to provide this support with no issues noted; .
. under Financial Reporting Standard (FRS) 101 Reduced Disclosure Framework in accordance
with the recognition and measurement principles of International Financial Reporting Standards
issued by the International Accounting Standards Board (IASB) and.interpretations issued by
the International Financial Reporting Interpretations Comm:ttee of the IASB as adopted by the
EU (together IFRS); and . .
e . on the historical cost basis.

The Company meets the definition of a qualifying entity under FRS 100 Appiication of Fmancnal
Reporting Requirements issued by the Financial Reporting Council.

.The: Company is incorporated in the UK and reglstered in England and Wales and the fnancnal
statements are presented:
« in accordance with the Companies Act 2006:
« in sterling which is the functional currency of the Company: and
¢ with the benefit of the disclosure exemptions permitted by FRS 101 with regard to:
o comparative information in respect of certam assets;
cash-flow statement;
standards not yet effective; .
related party transactions; and .
disclosure requirements of IFRS 7 “Flnanmal Instruments: D|sclosure and IFRS
13 “Fair value Measurement”.

0’0 00

Where required, equivalent disclosures are given in the group accounts of The Royal Bank of Scotland
Group plc; these accounts are available to the public and can be obtained as set out in note 19. .

Changes to IFRS that were effectuve from 1 January 2019 have had no material effect on the Company s
" financial statements for the year ended 31 December 2019.

13 !



LOMBARD BUSINESSLLEASING LIMITED ’ ‘ 04314962
NOTES TO THE FINANCIAL STATEMENTS
1. Acccunting policies (continued)

b) Foreign currencies )
Transactions in foreign currencies are translated into sterllng at the foreign exchange rate ruling at the

- date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated
into sterling at-the rates of exchange ruling at the ‘balance sheet date. Foreign exchange differences
arising on translation are reported in profit or loss. :

c) Revenue recogmtlon
Turnover comprises income from finance Ieases and operating leases and arises in the United Kingdom
-from continuing activities.

Finance lease income is allocated to accounting periods so as to give a constant periodic rate of return
before tax on the net investment. Unguaranteed residual values are subject to regular review, if there is
areduction in the estimated unguaranteed residual value, income allocatlon is revised and any reduction
in respect of amounts accrued is recognlsed rmmedlately .

Rental income during the primary perrod of operating leases is recognlsed in the income statement on
a straight-line basis over the lease term unless another systematlc basis better represents the time
pattern of the asset’s use. . .

. £

* Rental income. during the secondary penod is recognlsed in line with IFRS 15 “Revenue” in the period
in whnch it arises. .

Revenue from the sale of rental assets is recognised on transfer of ownership.

Fee income in respect of lending arrangements is considered mtegral to the yield and is included in the
effective interest rate on these arrangements.

Fees in respect of services are recognised as the right to consrderatlon accrues through the performance
of each distinct service obligation to the customer. The arrangements are generally contractual and the
cost of providing the service is incurred as each service is performed. The pnce is usually fixed and
always determrnable . .

Interest income or expense relates to financial instruments measured at amortised cost using the
effective interest rate method. _Negative effectlve interest accrumg to financial assets is presented in
" interest payable . ’

d) Taxation -

Income tax expense or income, comprising current tax and deferred tax, is recorded in the Statement
of Comprehensive Income except income tax on items recognised outside profit or loss which is credited
or charged to other comprehensive income or to equity as appropriate.

Current.tax is income tax payable or recoverable in respect of the taxable profit or loss for-the year
- arising in income, - other comprehensive income or in equity. Provision is rnade for current tax at rates.
enacted or substantlvely enacted at. the balance sheet date. - :

Deferred tax is the tax expected to be payable or recoverable in respect of temporary differences
between the carrying amount of an asset or liability for accounting purposes and its carrying amount for
tax purposes. Deferred tax liabilities are generally recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that it is probable that they will be recovered. Deferred
tax is not recognised on temporary differences that arise from initial recognition of an asset or liability in
a transaction (other than a business combination) that at the time of the transaction affects neither

' . accounting nor taxable profit or loss. Deferred tax is calculated using tax rates expected to apply in the

periods when the assets will be realised or the liabilities settled, based on tax rates and laws enacted,
or substantively enacted, at the balance sheet date. .

14
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NOTES TO THE FINANCIAL ST_'ATEMENTS
1. Accounting policies (continued)'

" e) Property, plant and equipment ,

Items of property, plant and equipment are stated at cost less accumulated depreciation and lmpalrment
losses. Where an item of property, plant and equnpment comprises major components having different
useful ||ves they are accounted for separately .

. The deprecrable amount is the cost of an asset less its resrdual value. Depreciation is charged to profit
or loss on a straight-line basis so as to write-off the depreciable amount of property, plant and equipment
(including assets owned and let on operating Ieases) over their estlmated useful lives. Estrmated useful
lives are as follows: .

Assets held for use in operating leases — overvthe term of the lease A

The residual value and useful life of property, plant and eqmpment are reviewed at each. balance sheet
date and updated for any changes to prevrous estimates.

f) Impalrment of property, plant and eqmpment

At each reporting date, the Company assesses whether there is any indication that its property plant
and equipment are impaired. If any such indication exists, the Company estimates the recoverable
amount of the asset and the impairment loss if any. The recoverable amount of an asset is the higher
of its fair value less cost to sell and its value in use. Value in use is the present value of future cash
flows from the asset or cash-generating unit discounted at a rate that reflects market interest rates
adjusted for risks specific to the asset or cash-generating unit that have not been taken into account in
estimating future cash flows. If the recoverable amount of the asset is less than its carrying value, an
impairment loss is recognised ummedlately in profit or loss and the carrying value of the asset reduced
~ by the amount of the loss. ‘

g) Inventorles

" Operating lease assets that are routmely marketed for sale at the end of thelr leases are reclassified as
inventories and are held at lower of their carrying amount or net realisable value. Proceeds from sales
are reported as revenue. On disposal the book value of assets that are classified as inventories is
charged to cost of sales. .

h) Leases
The Company has adopted IFRS 16 “Leases with effect from 1 January 2019, replacrng IAS 17 °
‘ "Leases" The Company has applied IFRS 16 on a modified retrospectrve basis.

Finance lease contracts are those which transfer substantially alf the risks and rewards of ownership of
an asset to a customer: All other contracts with customers to lease assets are classrf ed as operating
leases. .

Finance Iea'se receivables are measured at the net investment in the lease, comprising the minimum
lease payments and any unguaranteed residual value discounted at the interest rate implicit in the lease.
Finance lease income is recognised at a constant periodic rate of return before tax on the net investment.

"Unguaranteed residual values are subject to regular review; if there is a reduction in their value, income
allocation is revised and any reduction in respect of amounts accrued is recognised immediately.

Rental income from operating leases is recognised in other operating income on a straight-line basis '
" over the lease term unless another systematic basis better represents the time pattern of the asset's

use. Operating lease assets .are included within Property, plant and equipment and depreciated over

their useful lives. : , )
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LOMBARD BUSINESS LEASING LIMITED o 04314962
NOTES TO THE FINANCIAL STATEMENTS
", Accountlng pollcles (contmued)

' i) Fmanmal mstruments ' :
Financial instruments are classified either by product, by business model or by reference to the IFRS
default classification.

Classification by product relies on specific designation criteria which are applicable to certain classes of
financial -assets or circumstances where accounting mismatches would otherwise arise. Classification

" by business model reflects how the Company manages its financial assets to generate cash flows. A
business model assessment determines if cash flows result from holding financial assets to collect the
contractual cash flows; from selling those financial assets; or both.

The product classifications apply to financial assets that are either designated at fair value through profit
or loss (DFV), or to equity investments designated as at fair value through other comprehensive income
(FVOCI). In all other instances, fair value through profit or loss (MFVTPL) is the default classification

" and measurement category for financial assets.

Regular way purchases of financial assets classmed as amortised cost are recognised on the settlement
date; all other regular way transactions in financial assets are recognlsed on the trade date

All financial instruments are measured at fair value on initial recognition.
" All liabilities not subsequently 'measUred at fair value are measured at amortised cost.

All financial assets are held to collect the. contractual cash flows that comprise solely payments of
principal and interest and aré measured at amortlsed cost. .

j) Impalrment of fi nanmal assets

At each balance sheet date each financial-asset or portfollo of Ioans measured at amortised cost or at
fair value through other comprehensive income, issued financial guarantee and loan ‘commitment is
assessed for impairment. Loss allowances are forward looking, based on 12 month expected credit
losses where there has not been a signifi icant increase |n credit risk rating, otherwise allowances are
- based on I|fet|me expected losses.

. Expected credit Iosses area probablllty-welghted estimate of credlt Iosses. The probability is determined
‘by the risk of default which is applied to the cash flow estimatés. In the absence of a change in credit
rating, allowances are recogmsed ‘when there is reduction in the net present value of expected cash
flows. On a significant increase in credit risk, allowances are recognised without-a change in the
expected cash flows, although typically expected cash flows do also change; and expected credlt Iosses
are rebased from 12 month to hfetlme expectatlons .

On-restructuring a financial asset without causing derecognltlon of the original asset the rewsed cash
flows are used in re-estimating the credit loss. Where restructurlng causes derecognition of the original
financial asset, the fair value of the replacement asset is used as the closmg cash flow of the ongmal
asset , .

The costs of loss allowances on assets held at amortised cost are' presented as impairments in the
income statement, Contmgent liabilities are presented gross of allowances except where the asset has
been wholly or partlally written off. .

k) Derecogmtlon ) :
A financial asset is derecognised when the contractual rlght to receive cash flows from the asset has

expired or when it has been transferred and the transfer qualifies for derecognition in accordance with o

IFRS 9 “Financial lnstruments

‘A financial Ilablllty is removed from. the balance sheet when the obligation is dlscharged or cancelled,
or expires. A
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LOMBARD BUSINESS LEASING LIMITED R . 04314962
NOTES TO THE FINANCIAL STATEMENTS
2. Critical accounting policies and key sources of estimation (mcertainty _

The reported results of the Company are sensitive to the accounting policies, assumptions and
estimates that underlie the preparation of its financial statements. In"accordance with their
responsibilities for these financial statements, the estimates the directors consider most important to the
" portrayal of the Company’s performance and financial condition are discussed below.

Loan impairment provisions ,

in 2019 the loan impairment provisions have been established in accordance with IFRS 9. Accountmg
policy (j) sets out how the expected loss approach is applied. At 31 December 2019, gross finance lease
receivable to customers totalled £780,560k (2018: gross loans and advances to customers totalled
£703,470k) and customer finance lease receivable impairment provisions amounted to £6,019k (2018:
customer loan impairment provisions amounted to £4,530k). A loan is impaired when there is objective

~ evidence that the cash flows will not occur in the manner expected when the loan is-advance. Such

evidence includes changes in the credit rating of the borrower, the failure' to make payments in
* accordance with the loan agreenient; significant-reductions in the value of any security, breach of limits
or covenants and observable data about relevant macroeconomlc measures.

Residual values :
“The Company assesses objective evidence for |mpa|rment of residual values at each balance sheet
. date adjusting the depreciation recoghised on operating leases amount accordingly. An impairment loss
is incurred and measured as the shortfall between the carrying .value of the residual interest and the
discounted value of the estimated future cash flows, including cash flows from guarantors.
Unguaranteed residual values are subjéct to regular review, if there is a reduction in the finance lease
- receivables estimated unguaranteed residual value, income allocatlon is revised and any reduction in
respect of amounts accrued is recognised |mmed|ately .

Leased assets , _
Judgement is required in the classification of a lease at inception and after any material amendment to
assess whether substantlally all the significant risks and rewards of ownershlp accrue to the lessor or
the lessee. ; .

3. Turnover

2019 2018
: - . £'000 __£'000
Finance lease income . : _ ) 4 25,106 24,832
Operating lease rental income ‘ 80,382 - 74,195
Sale of former operating lease assets . 18,409 22,189
Other revenue ' 3 445 - 622
124,342 121,838

4. Operating expenses
2019 2018
. . . , £'000 ) £'000
Commission payable _ . _ 309 - 314
" Management fees. ‘ , ‘ . 4,599 © 4,385
‘Exchange losses/(gains) : : _ o . 68 - (253)
" Other charges : : . 67 85

5,043 4,531
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LOMBARD BUSINESS LEASING LIMITED ' ) . o | ..+ 04314962
NOTES fO THE FINANCIAL STATEMENTS o

4. Operating expenses. (continued)
| Management fees - : | i

Management fees include the costs of staff and directors borne by other members of the group, none

of which can be apportioned meaningfully in respect of services to the Company. These are re-charged
on an annual basis by Lombard North Central PLC

. There was no charge in either the current or prlor year's fi nancral statements for auditor’s remuneration

as the fees of £55,000 (2018: £62,500) were charged in the f' nancial statements of Lombard North -
‘Central PLC.

5. Impairment losses
The following impairment losses were recognised during the year:

2019 2018

. A ___£'000 ' £'000
Finance leases . ‘ ' : 280 4,391
Property, plant and equipment - A . . 287 1,387 -
: ' ' ) 567 5,778
* 6. Finance costs
2019 2018
£'000 £'000
Interest on loans from group companies - 6,840 5,805
7. Tax .
2019 2018
£'000 £'000
. Current taxation: .
UK corporation tax charge for the year 1,284 3,893
(Over) / under provision in respect of prior periods - (1,611) - 10,050
' ’ ' (327) 13,943
Deferred taxation: ' : o : o
Charge for the year ' _ 4,323 ‘979
Over provision in respect of prior periods (434) (9,026)
' : o . . ‘ 3,889 (8,047)
Tax charge for the year ' ' : 3,562 " 5,896

The actual tax charge differs from the expected tax charge computed by applylng the standard rate of .
UK corporation tax of 19%(2018: 19%) as follows:.

2019 2018

, ' - £000 ° - £000
Expected tax charge ’ o 5,537 B 4,791
Non deductible items. . : ' ' . . 70 A81
Adjustments in respect of prior penods : {(2,045) 1,024
Actual tax charge for the year . . B 3,562 5,896 .
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LOMBARD BUSINESS LEASING LIMITED ' o : A 04314962
NOTES TO THE FINANCIAL STATEMENTS
7. Tax (continued)

In recent years the UK Government has steadily reduced the rate of UK corporation tax, with the rates
substantively enacted at the balance sheet date stariding at 19% from 1 April 2017 and 17% from 1 April
2020. The closing deferred tax assets and liabilities have been calculated taking into account these
rates, as these were substantively enacted at the balance sheet date.

. 'Since the balanCe sheet date, it was announced in the UK Government's Budget on 11 March 2020 that
the reduction in the UK Corporation rate to 17% from 1 April 2020 will not proceed. Instead, the UK
Corporation tax rate will remain at 19%. This change was substantively enacted on 17 March 2020 and
is therefore a non adjusting post balance sheet event.’

As a result, existing temporary differences 'on‘which deferred tax has been provided may unwind._in
* periods subject to the 19% rate. The impact of the post balance sheet date change in tax rate is expected
toresultin anincrease of £989,000 in the deferred tax asset recognised by the company at 31 December
~ 2019. This will result in an increase to the company's reserves by the same amount. .

- Deferred tax

Net deferred tax aéset comprises:

Capital IFRS 9 .
"allowances transition Other . Total
. £'000 - £'000 £'000 £000
-1 January 2018 : (5,168) - <207 . (4,961)
Credit to equity ‘ - ©(163) : - - (163)
Credit to income : (8,192) (17) 162 , (8,047)
~ At 31 December 2018 (13,360) " (180) 369 - (13,171)
Charge to income . -4,078 . 180 .. (369) 3,889
. At 31 December 2019 . (9,282) - . - {(9,282)
8. Property, plant and equipment
Assets held for
' "~ usein
.operating
: . . ) ~ leases
2019 ’ . : : - - £'000
Cost : K 4 \ ’ '
1 January . , o . ‘ 535,822
Additions : A ' 76,904
" Transfer to inventories - . , . ) (86,366)
31 December R ' - ' E 526,360 -
- Accumulated depreciation and impairment )
1 January ~ ' ' o . . 227,573
. -Depreciation charge for the year . : 61,800
Impairment losses for the year - . ) . 287
Transfer to inventories . (66,317)
31 December , . . o : 223,343
Net book value '
At 31 December 2019 i : 303,017
At 31 December 2018 : ' , T : 308,249

No property, plant and equipment has been pIedged as secunty for liabilities of the Company (2018:
none).
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LOMBARD BUSINESS LEASING LIMITED ) , ' . 04314962
NOTES TO THE FINANCIAL STATEMENTS

.9.  Finance lease receivables -

-2019
: . £'000
Amounts included in income statement for finance leases ,
Finance income on the net investment in leases ' ‘ : 25,106
A ‘2019
Amount receivable under f inance leases ' ' ~£'000
Within 1 year ‘ , : S : ) 161,665 .
1 to 2 years , : R ‘ ' § 212,337
2 to 3 years - I S . 129,303
3to4 years ‘ - : Co : 86,110
4 to 5years : ) : 41,881 .
After 5 years . . . . 83,042
Lease payments total’ : . ' 714,338
Unguranteed residual values . 131,999
Unearned finance income ‘ o ' (66,841)
Other C . .. 1,064
Present value of minimum Iease paymenits . - ) 780,560
Impairments .. . ] (6,019)
Net investment in finance leases’ o ‘ 774,541
. Between 1 and - '
’ . Within 1 year Syears After 5 years Total
2018 £000 £'000 £'000 . £'000
Future minimum lease payments - 202,206 388,398 36,524 627,128
“Unguaranteed residual values ‘ 22,597 ) 83,500 14,622 120,719
- Unearned finance income ' . (16,053) (29,559) " (2,355) ©  (47,967)
Other ' ‘ 3,751 - ‘ - 3,751
. Present value of minimum Iease ’ ‘ ' .
payments receivable . ' 212,501 442,339 48,791 . 703,631
. Impairment provisions ‘ (8,136). . . - o - "~ (8,136)
Carrying value ) : 204,365 . 442,339 48,791 695,495
2019 - ‘ 2018
_ ' ~ = £'000 ._£'000
Due within one year : . . 168,274 © 204,365
Due after more than one year -~ .- : 606,267 491,130 .
' ' ’ 774,541 695,495

" The Company entered into new finance lease agreements totalling £268,523k (2018: £194,898k) during
the year. The portfollo is due to: mature fully within 17 years (2018: 9 years).

There were no other SIgnlf icant movements or changes. to the carrying value balance other than
collection of rentals and movement in impairments. .

The average effective interest rate in relation to fmance lease-agreements approximates 2.83% (2018
2 99%). .

There were no contmgent rentals recognlsed in income in the year (2018: none)
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LOMBARD BUSINESS LEASING LIMITED

NOTES TO THE FINANCIAL' STATEMENTS :

15. Operaging lease arravngements _
"Nature of oberating, lease assets in the balaricelshee'té

2019

04314962

2018
: £'000 £'000
Transportation : o i © 184,371 178,199
Cars and light commercial vehicles : o , 2,743 2,888
Production equipment . 54,637 59,850 -
Trailers o - : : 33,162 - 43,995
Construction o : . 16,688 12,043
Other = - o - 11,416 11,274
' ’ 303,017 308,249
The following table shows undiscounted lease receipts from operating leases:
-2019
B £'000
Within 1 year 71,672
-1to 2 years 58,684
2to 3 years . 44,651
3to 4 years 29,945
4 to 5 years 12,960
After 5 years 9,993
Total

’

227,905

" At the balance sheet date, the'Combany had contracted with customers for the following future minimum

lease rentals receivable under non-cancellable operating leases:

2018
£'000
Within'1 year . 68,864
Between 1 and 5 years 160,246
After 5 years ) 12,482
Total 241,592
- 2019
£'000
Amounts recognised in income statement for operating leases ‘
Lease income - 80,382
11. Trade and other receivables’
2019 2018
, £'000 £'000 -
Trade receivables : . . ' 651 601
12. In‘ventorieé
2019 2018
_ £'000 £'000
Former operating lease assets - _ : 963 1,065

sale.
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LOMBARD BUSINESS LEASING LIMITED

04314962

NOTES TO THE FINANCIAL STATEMENTS
13. Prepayments, acsrued'income and other assets '
' 2019 - 2018 -
: £'000 £'000
Prepayments 25 47
Accrued income 726 895
Value added tax receivable " 19,684 19,695
: 20,435 20,637
14.  Trade and other payables ' .
. S ' © 2019 2018
i £'000 £000
Other payables -
15. Amount due to group comp-anie_s
| 2019 2018
. , : £'000 £'000
Amount due to Lombard North Central PLC - 1,032,577 978,637
Amount due to group compani_es 6,094 8,324
: o 1,038,671 986,961
Current on demand or W|th|n one year 1,034,225 981 ,207 :
Non - current: : : :
- between one and two years 1,327 1,309
- between two and five years | © 2,914 3,912
- after five years . 205 . 533
’ 1,038,671 . 986,961
16. Accruals, deferred income and other liabilities
2019 2018
. . £'000 £'000
Accruals 928 362
Deferred income 7,367 8,677
: 8,295 .9,039
17.  Share capital
| ‘ 2019 - 2018
' £ £
Authorised:
- 100 ordinary shares of £1 each 100 100
Allotted, called up-and fully pald
Equity shares .
2 ordinary shares of £1 each 2 2

The Company has one class of ordinary shares WhICh carries no nght to flxed income.
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LOMBARD BUSINESS LEASING LIMITED - S 04314962
NOTES TO THE FINANCIAL STATEMENTS o B

18. Commitments and contingent liabilities

The Company; together with certain other subsidiaries of NatWest Holdings Limited, is party to a capital
support deed (CSD) relevant to NatWest Group. Under the terms of the CSD, the Company-may be

required, if compatible with its legal obligations, to make distributions on, or repurchase or redeem, its
ordinary shares. The amount of this obligation is limited to the Company’s immediately accessible funds

or assets, rights, facilities or other resources that, using best efforts, are reasonably capable of bemg -

converted to-cleared, immediately available funds (the Company'’s available resources). The CSD also
provides that, in certain circumstances, funding received by the Company fromi other parties to the CSD
" becomes immediately repayable, such repayment being limited to.the Company’s available resources.
19. kelated parties ,
UK Government
The UK Government through HM \Treasury is the ultimate' controlling party of NatWest Group plc. Its
shareholding is managed by UK Government Investments Limited, a company it wholly owns, and as a
“result, the UK Government and UK Government controlled bodles are related partles of the Company

The Company enters into transactlons W|th these bodies.on an arms’ length basis; they mclude the
payment of taxes including UK corporation tax and value added tax together with transactions
undertaken in the normal course of business. . :
'Group companies’

At 31 December 2019 -

The Company’s immediate parent was: . Lombard North Central PLC
The smallest consolidated accounts mcludmg -National Westmmster Bank Plc
the Company were prepared by:
The ultimate parent company. was: : The Royal Bank of Scotland Group plc

All parent companies areincorporated in the UK. Copies of their accounts may be obtained from Legal, .
Governance and Regulatory Affairs, RBS, Gogarburn, PO Box 1000, Edinburgh EH12 1HQ.

On 22 July 2020 The Royal Bank of Scotland Gronp plc changed its name to NatWest Group pic.
20. Post balance sheet events

The dlrectors consider Covid-19 to be a non- adjusting post balance sheet event and as such no
adjustments have been made to the measurement of assets and liabilities as at 31 December 2019.
Refer to note 1a for the directors’ assessment of the impact on the Company. While there remains
" significant uncertainty regarding the developments of Covid-19 and the future economic recovery, a
precise estimate of its financial effect, cannot be made at the date of issue of the financial statements.
There could be an impact on profitability, assets, operations, liquidity and the directors continue to
monitor this, however, at this stage do not consider there to be any materia! issues for the Company.

A flnal dividend of £50,000k in respect of 2019 was proposed and the said dividend was paid on 28
February 2020. :

In August 2020 a loss event occurred on one customer resulting' in that customer entering administration

in September 2020. The Company anticipates a shortfall in the recoverable value of fi nance lease
receivables of approximately £4,000, 000 This will be recogmsed in the 2020 income statement
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