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ROYAL BANK OF SCOTLAND (INDUSTRIAL LEASING) LIMITED ‘ ' SC063190
DIRECTORS’ REPORT ‘

CHANGE OF REGlSTERED OFFICE

On 3 August 2020 the -Registered Office of the Company changed from 24/25 St Andrew Square, '
- Edinburgh, EH2 1AF to RBS Gogarburn,-175 Glasgow Road, Edinburgh, EH12 1HQ.

ACTIVITIES AND BUSINESS REVIEW

. This Directors' Report has been prepared in accordance with the provisions applicable to companies
entitled to the'small companies exemption and therefore does not include a Strategic Report.

Activity

The principal‘activity of the Company-continues to be the' proyisionof fixed asset finance usuaIIy
involving individually structured.facilities. '

Review of the year

Businéss review ‘

" The directors are satisfied with the Company’s perforrnance in the year. The Gompany will pe guided
by its shareholders’in seeking further opportunities for growth.- Post balance sheet events are
described in note 18 to the financial statements. - :

: Flnancral performance

The retalned profit for the year was £817k (2019 £1 154k) and thls was transferred to reserves

- Principal rlsks and uncer'talntles

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

Management focuses on both the overall balance sheet structure and the control,’ ‘within prudent
limits, of risk arising from mismatches, including currency, maturity, mterest rate and liquidity. It is
undertaken within limits and other policy parameters set by the Group Asset’ and Liability

Management Committee (Group ALCO).

The Company ‘is funded by facilities from Royal Bank Leasrng Limited. These are denomlnated in -
sterling which is the functional currency and carry no sngnlf'cant financial risk. . : :

The Companys assets malnly comprise finance Iease receivables which would expose it to interest,.
credit, liquidity and operatlonal risk except that the ‘counterparties are group companles and credit r|sk
is not considered significant.

~ The principal risks associated with the C}ompany are ‘as follows:

Interest rate risk '
Structural interest rate risk anses where assets and liabilities have dlfferent re- pncmg maturities.

The Company manages interest rate risk by momtonng the conS|stency in the mterest rate profile of
its assets and |labl|ltles and limiting any re-pricing mismatches..

' . Credit risk

Credit risk management seeks to match the risk of credit failure to pnce of credit on granting a facility -
whilst maintaining credit risk exposure in line with approved appetlte for the risk that customers will be
unable to meet their obligations to the Company :



ROYAL BANK OF SCOTLAND (INDUSTRIAL LEASING) LIMITED ' - SC063190
DIRECTORS’ REPORT |

Principal risks and uncertainties (continued)
The key principles of the group’s Credit Risk Management Framework are set out below:

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

e An appropriate 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, capacny torepay,
sensitivity to economic and market developments and risk-adjusted return.

o Credit risk authority is delegated by the Board and specifically granted in writing to aII mdnvrduals

" involved in the granting of credit approval. In exercising credit authorlty the individuals act
mdependently of any related business revenue origination. :

e All credit exposures, once approved, are effectuvely monitored and managed and reviewed
periodically against approved limits. Lower quality exposures are subjectto a greater frequency of
anaIyS|s and assessment

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
comm|tments and other contingent obligations.

Market risk '
Market risk is the potentlal for loss as aresult of adverse changes in nsk factors mcludmg interest rates,
foreign 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 and is mitigated by
monitoring the consistency in the interest rate profile of its assets and liabilities, and limiting any
_repricing mlsmatches

. Operational risk

Operational risk is the risk of unexpected losses attributable to human error, systems failures, fraud or.

inadequate internal financial controls and procedures. The Company manages this risk, in line with

NatWest group framework, through systems and procedures to monitor transactions and positions, the

documentation of transactions and periodic review by internal audit. The Company also- malntams
" contingency facilities to support operations in the event of disasters.

Going concern

These financial statements are prepared on.a going concern basis, see note 1(a) on page 11.

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 Apnl 2019 to date the following changes have taken place:

Directors ; ' _ Appointed - Resigned

E M Mayes 10 May 2019 -

D G Harris’ e : 1 November 2019
L Connher - 18 November 2019 -

S J Roulston . - © . 18 November 2019



'ROYAL BANK OF SCOTLAND (INDUSTRIAL LEASING) LIMITED © $C063190
'DIRECTORS’ REPORT
‘ DIREC;TORS' -RESPONSIBIL_ITIES STATEMENT

The directors are responsible for preparing the annual report and the financial statements in accordance
with appllcable law and regulatlons . :

Company law requires the directors to prepare a Dlrectors Report and fi nancral statements for each
financial year. Under that law, the directors have elected to prepare the financial statements in
accordance with Financial Reportifg 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 year. In preparing
these financial statements, the directors are requared 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 ablllty 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 time the financial
position of the. Company and to enable them to ensure that the 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 wregulantues :

DISCLOSURE OF INFORMATION TO AUDITOR

<,

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

e so far-as they are aware, there is no relevant audit information of which the Company ] audrtor is

. unaware; and

e the directors have taken all steps that they ought to have taken to make themselves aware of any
- relevant audit mformatlon and to establish that the Company's audltor is aware of that information.

This conflrmatlon is glven and shalI be lnterpreted in accordance W|th the provisions of sectron 418 of |
the Companles Act 2006 .

_ AUDITOR
' .Ernst & Young LLP has expressed its willingness to continue in offlce as audltor
Approved by the Board of | Dlrectors and sugned on |ts behalf:

s

L Conner
Director
Date: 15 December 2020



‘INDEPENDENT AUDITOR’S REPORT TO THE. MEMBERS OF ROYAL BANK OF SCOTLAND
(INDUSTRIAL LEASING) LIMITED

' Opinion

We have audited the financial statements of Royal Bank of Scotland (Industrial Leasing) Limited (“the
Company”) for the year ended 31 March 2020 which comprise the Statement of Comprehensive
Income, the Balance Sheet, the Statement of Changes in Equity and the related notes 1 to 18,
including a summary of significant accounting policies. The financial reporting framework that has
been applied in their preparation is applicable law and United Kingdom Accounting Standards,.
including FRS 101 “Reduced Disclosure Framework” "(United Kingdom Generally Accepted
Accounting Practice). : ' -

In our opinion the fnancial statements:

e give a true and fa|r view of the Company'’s affalrs as at 31 March 2020 and of its profit for the
year then ended;

e have been properly prepared in accordance with Unlted Kingdom Generally Accepted Accountlng

. Practice; and

. * have been prepared in accordance with the requirements of the Compames Act 2006.

B'asns for opmlon

We conducted our audit.in accordance with International Standards on Audltlng (UK) (ISAs (UK)) and
applicable law. Our responsibilities undér those standards are further described in the Auditor's
responsibilities 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 responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion. :

Conclusions relating to going concern

We have nothing to report in respect of the followmg matters in relation to which the ISAs (UK) require
us to report to you where:
o the directors’ use of the gorng concern basis of accounting in the preparatlon of the financial
statements is not appropriate; or
o the directors have not disclosed in the financial statements any identified material
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 financia!
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
qtherwise explicitly stated in this report, we do_not express any form of assurance conclusion thereon.

In connection with our audit of the financial 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 mformatlon we are required to report that
fact. .

We have hothing to report in this regard.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ROYAL BANK OF SCOTLAND
(INDUSTRIAL LEASING) LIMITED

Opinions on other-mattefs prescribed by the Companies'Act 2006
In our opinion, based on the work undertaken in the course of the audit:

o the information given in the. Directors’ Report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and
e the Directors’ Report has been prepared in accordance with applicable legal requirements.

. Matters on which we are required to report by exception -

In the I'ight of the knowledge ‘and un_d-erstanding of the Company and its environment obtained in the -
course of the audit, we have not identified material misstatements in-the Directors’ Report.

We have nothing 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:

. adequate accounting records have not been kept or returns adequate for our audit haveé not
' been received from branches not visited by us; or
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; or
the directors were not entitled to take advantage of the small companies’ exemption in
preparlng the Dlrectors Report and from the reqmrements to prepare a Strateglc Report

Responsnbllltles of dlrectors

' As explained more fully in the Directors’ Responsibilities Statement set out on page 4, the directors are
‘responsible for the preparation of the financial statements and for being satisfied 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 liquidate the Company or to
cease operatlons or have no realistic alternative but to do so.

Audltor s responSIbllltles for the audlt of the financial statements

Our objectives are to obtain reasonable assurance about whether the f nancial statements asa whole

are free from materlal 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 is 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 influence the economlc decisions of users taken on -
the basis of these fi nanC|aI statements.

.A further description of our responsibilities for the audit of the financial statements is Iocated on the
Financial Reporting Council's website at https: //www frc.org.uk/auditorsresponsibilities. This descrlptlon
forms part of our auditor’s report.



INDEPENDENT AUDITOR S REPORT TO THE MEMBERS OF ROYAL BANK OF SCOTLAND
(INDUSTRIAL LEASING) LIMITED

Use of our report '

_This report is made soIer 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 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 audlt work, for this
report, or for the opinions we have formed.

o— 2
éw.&k‘ﬂ’ g LA
Richard Page (Semor Statutory Auditor)- '

for and on behalf of Ernst & Young LLP, Statutory Auditor

.Bristol
Date. 16 December 2020



ROYAL BANK OF SCOTLAND (INDUSTRIAL LEASING) LIMITED - $C063190

STATEMENT OF COMPREHENSIVE INCOME
for the year ended-31 March 2020

Notes 2020 2019

Income from contlnumg operat|ons ' ' __£'000 £'000
Turnover o ' 3 2,360 2,888
Operating income 4 %6 -
Operating expenses 5 (10) - (8,551)
Impairment losses 6 (107) (10)
Operating profit/(loss) ~ ' 2,339 | (5673):
Finance‘income : 7 1 .15
Finance costs’ . . 8 : (532) (2,223)
Profit/(loss) before tax . ' : - . ~ 1,808 (7,881)
Tax (charge)/credlt " S ' 9 . (991) 9,035
~ Profit and total comprehenswe income for the year- - 817 1,154

The écc’:ompanying notes form an integral part of these financial statements.



ROYAL BANK OF SCOTLAND (INDUSTRIAL LEASING) LIMITED

" BALANCE SHEET
"~ as-at 31 March 2020

2020

S$C063190

2019

232

Total liabilities and equity

The accompanying notes form an integral part of these financial statements.

85,220

Notes
£'000 £'000
Non-current assets o :
Finance lease receivables 10 66,865 73,157
) 66,865 73,157
Current assets : i
Finance lease receivables 10 "~ 13,340 13,416
Loans receivable 1 . 1,880
Trade and other receivables 12 1,793 1,296
Cashatbank = 3,222 T
_ 18,355 16,592 -
Total assets 85,220 89,749
Current liabilities : ' .
Borrowings 13 4,977 . 4,612
Trade and other payables 14 1,339 642
" Current tax liabilities , S . 184 388
~ Accruals, deferred income and other liabilities 15 141 .
' 6,641 5,874
Total assets less current liabilities 78,579 83,875
Non-current liabilities
Borrowings ' 13~ 58,283 64,769
Deferred tax liability 9 15,234 14,861
- 73,517 . 79,630 .
Total liabilities 80,158 85,504
Equity
Called up share capital 16 - -
Profit and loss account 5,062 4,245
Total equity 5,062 4,245
89,749

The financial statements were approved by the Board of Directors on 15 December 2020 and signed

on its behalf by:

L Conner -
Director



ROYAL BANK'OF SCOTLAND (INDUSTRIAL LEASING) LIMITED ) ) : S$C063190

STATEMENT OF CHANGES IN EQUITY
for the year ended 31 March 2020 -

" Profitand

Share loss :
capital account " Total
‘ . . £'000 £'000 £'000
. At 1-April 2018 : - 3,099 - 3,099
Implementatton of IFRS 9on 1 Aprll 2018 _ ' - ‘ 8 (8)
‘Profit for the year - L - - 1,154 1,154
At .31 March 2019 - A - - 4,245 4,245
Profit for the year. , - - 817 - 817

At 31 March 2020 . . ; 5,062 - 5,062

Total comprehensive income for the year of £817k (2019: £1 154k) was whoIIy attributable to the
owners of the Company

The accompanymg notes fdrm an ihtegral part of these financial Stateménts.

10
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. . ROYAL BANK OF SCOTLAND (INDUSTRIAL LEASING) LIMITED : $C063190
NOTES TO THE FINANCIAL STATEMENTS » '
1. Accounting policies

-a) Preparation and presentation of accounts
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.

The NatWest Holdings Group (“the Group”) has a well- developed business continuity plan
which includes pandemic response, enabling -the Group to quickly -adapt to these
unprecedented circumstances and continue as VIabIe business. : :

There remains sngnlﬁcant uncertalnty»regardmg the developments of the pandemic and the
future economic recovery. The most likely expected financial impact is in respect of the
Company'’s regulatory capital, profi tablllty, assets, operations and Ilqwdlty, which management
continues to monitor.

In assessing going concern, a Covid-19 impact analysis was performed across the NatWest
Group. The directors have also considered the uncertainties associated with Covid-19 including
the different ways in which this could impact the cash flows, capital, solvency and liquidity
position of the Company and any mitigations management have within their control to
implement. Based on this assessment, the directors have a 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;

e 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 Interpretatlons Committee of the IASB as adopted by the

EU (together IFRS); and

e onthe historical cost basis.

The Company meets the definition of a qualifying entity under FRS 100 Application of FlnanCIaI
Reporting Requirements |ssued by the Financial Reportmg Council.

The Company is incorporated in the UK and registered in Scotland and the f‘ nancial statements are
‘presented: : A

e in accordance with the Companles Act 2006; :

e in sterling which is the functional currency of the Company; and :

e with the benefit of the disclosure exemptions permitted by FRS 101 with regard to:

o comparative information in respect of certain assets; '

cash-flow statement;
standards not yet effective;
related party transactions; and
disclosure requirements of IFRS 7 “Financial- lnstruments Dlsclosure and IFRS 13
“Fair Value. Measurement".

O 0 0O

Whefe 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 17.

The changes to IFRS that were effective from 1 April 2019 have had no material effect on the Company’s
Financial Statements for the year ended 31 March 2020.

11



ROYAL BANK OF SCOTLAND (INDUSTRIAL LEASING) LIMITED o . SC063190
NOTES TO THE FINANCIAL STATEMENTS

1. Accounting policies (continued)

b) Revenue recognltlon
Turnover comprises income from flnance Ieases and arises in the United Kingdom from contmumg
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
a reduction in the estimated unguaranteed residual value, income allocation i is revused and any reduction
in respect of amounts accrued is recognised |mmed|ately

Rental income during the secondary period income is recognlsed in ||ne with IFRS 15 Revenue in the
period WhICh arises.

Interest income or expense relates to financial instruments measured at amortised cost and debt

instruments classified as fair value through other comprehensive income using the effective interest rate.

method, the effective part of any related accounting. hedging instruments and flnance lease income
recognised at a constant periodic rate of return before tax on the net investment. Negatlve effective
mterest accruing to fi nanC|aI assets is presented in interest payable. -

IFRS requires rental income to be calculated using the interest rate at inception of the Iease vanatlons
from that rate are presented as contlngent rentals. >

c) Taxation
Income tax expense or income, comprising current tax and deferred tax is recorded in the profit and

loss account except income tax on items recognised outside profit.or Ioss which is credited or charged

to other comprehens:ve income or to equity as appropnate

Current tax is income tax payable or recoverable in respect of the taxable profit or loss for the year
* arising in income or in equity. Provision'is made for current tax at rates enacted or substantively 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 comblnatuon) 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. :

d) Leases
The Company has adopted IFRS 16 Leases’ with effect from 1 January 2019, replacmg IAS 17 ‘Leases’.
The Company has applied IFRS 16 on a modified retrospective basis. '

As lessor

Finance lease contracts are those which transfer substantially all the risks and rewards of ownership of '
an assetto a customer All other contracts with customers to lease assets are classnf ed as. operatmg‘

Ieases

Loans to customers include finance lease receivables measured at the net investment in the lease,

comprising the r_ninimum lease payments and any unguaranteed residual value discounted at the
interest rate implicit in the lease. Interest receivable includes finance lease income 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.

e) Financial mstruments

Financial instruments are classified either by product, by busmess model-or by reference to the IFRS
default classification.

12



ROYAL BANK OF SCOTLAND (INDUSTRIAL LEASiNG) LIMITED . SC063190.
" NOTES TO THE FINANCIAL STATEMENTS -

1. Accountmg pollcles (contmued) , o : o :

e) Fmancml mstruments (continued) .

Classification by product relies on specific desrgnatlon cnterla which are applicable to certaln 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 mode! assessment determines if cash flows result from holding fi nanmal assets to collect the
contractual cash flows from selling those financial assets; or both. :

The product classiﬁcations apply to ﬂnancial 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 Ioss (MFVTPL) is the default classification
and measurement category for ﬁnancral assets.

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

" All financial instruments are measured at fair value on initial recognition.
All Ilabllltles not subsequently measured at fair value are measured at amortlsed cost

Most financial assets are held to collect the contractual cash flows that comprise solely payments of
principal and interest and are measured at amortised cost. Certaln financial assets managed under a
business model of both to collect contractual cash flows comprlsmg solely of payments of principal and
intérest, and to sell, are measured at fair vaIue through other comprehensive income.

f) Impalrment of financial assets ‘

At each balance sheet date each financial asset or. portfolio of loans 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 significant increase in credit risk ratlng, otherwise allowances are
based on lifetime expected losses.

Expected credit losses are a probability-weighted estimate of credit losses. The probability is determined
by the risk of default which is applied to the cash flow estimates. In the absence of a change in credit
rating, allowances are recognised 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 credit Iosses~ .

are rebased from 12 month to lifetime expectations.

The costs of loss alIowances on assets held at amortised cost are presented as impairments in the
income statement. Allowances in respect financial guarantees and loan commitments are presented in
administrative expenses. Contingent liabilities are presented gross -of allowances except where the
asset has been wholly or. partlally written off. :

g) Derecognition
A financial asset is derecognised when the contractual right to receive cash flows from the asset has
expired or when it has been transferred and the transfer qualifies for derecogmtron in accordance with
IFRS 8 “Financial Instruments”.
A fnancral liability is removed from the balance sheet when the obligation is dlscharged ‘cancelled or
expires. .

2. Critical accounting policies and key sources of estimation uncertainty

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.

13



ROYAL BANK OF SCOTLAND (INDUSTRIAL LEASING) LIMITED .SC06319'0, "

NOTES TO THE FINANCIAL STATEMENTS
2, Critical accounting policies and»key sources of estimation uncertainty (continued)

Loan impairment provisions-

* At March 2020, the loan impairment provisions were established in accordance with IFRS 9. Accountlng
policy 1(f) sets out how the expected loss approach was applied. A loan is impaired when there is
objective evidence that the cash flows will not occur in the manner expected when the loan is advanced.
Such evidence includes changes in the credit rating of the borrower, the failure to make payments in

accordance with the loan agreement; significant reductions in the value of any security, breach of limits

or covenants; and observable data about relevant macroeconomic measures.

Leased assets

Judgement is required in the classuflcanon of a Iease at inception and after any material amendment to
assess whether substantially all the S|gn|f icant risks and rewards of ownershlp accrue to the lessor or
the lessee.

- 3. Turnovel"‘

. . £000 £'000

Finance lease income: - L . ' :
Rents receivable : . , : 14,270 - 18,582
Amortisation - ' . o -(6,260) (8,944)
Contlngent rental expense ' . _ (5,650) (6,750)
: ‘ ) 2,360 - 2,888

" The Company dld not enter into any new Ieasmg transactions (201 9: nil) durmg the year.

4. Operatmg income

£'000 ~: £'000
- Management fees o : A : : , 96 -

o M'anag'ement fees is a net credit of £96k made up of charge for 2020 of £35k and release of over accrual

from 2017 to 2019 of £131k.The change in estimate is due to the baSIS of management fee recharges
belng updated dunng the year. :

5. Operatlng expenses o o 4
o ‘ 2020 - 2019

: : » : . . £'000 £'000
Audit fees - ‘ : - .10 .
Management fees ‘ ‘ , S - 102
Loss on disposal of finance. lease ' S - 8,448
Other charges ' - 1
v o ' 10 8,551

Management fees include the costs of staff and directors borﬁe’b‘y otﬁer mevmbers of the group, none

“of which can be apportioned meaningfully in respect of services to the Company.

Audit fees for 2019 is £10k but together with £10k release of over accrual nets off.

During the previous year, leases with a net book value of £50.2 million were terminated which resulted:

in losses on disposal of £8.4 million.
6. Imcairmeﬁt Icps,ses
The fcllowing impairment losses were recognised during the year:

2020 2019

: £000 £'000
‘Impairment losses on finance leases ‘ 107 10
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- ROYAL BANK OF SCOTLAND (INDUSTRIAL LEASING) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

7. Finance income

$C063190

. 2019

2020
A £'000 £'000
On loans receivable from group companies ' ' B 1- 15
8. Finance costs :
' 2020 - 2019
£'000 £'000
" Interest on loans from group companies o : 532 - 2,223
9. Tax -
2020 . 2019
£'000 £'000
Current tax: o .
UK corporation tax charge for the year . ' 1,555 © 2,713
Over provision in respect of prior periods . (937) - (603) -
: : o U 618 - 2,110
Deferred taxation: : . . ‘
Charge/(credit) for the year - i R . 373 (11,145)
S ‘ ‘ 373 (11,145)
Tax charge/(credit) for the year. g 4 ‘ : 991 (9,035)

The actual tax charge/(credit) differs from the expected tax charge/(credlt) computed by applying the

standard rate of UK corporation tax of 19% (2019: 19%) as follows

2019

2020
: - __£'000 £'000
Expected tax charge/ (credit) A : i 344 (1,497)
Non-deductible items , o o 3 18
Non-taxable items ' ‘ ' _ _ - (7,932)
Increase in deferred tax liability foIIowmg change in rate of UK . :
Corporation Tax ‘ 1,581 -
Reduction in deferred tax Ilablllty following change in rate of UK ~
Corporation Tax , : ) 979
Adjustments in respect of prior perlods ' : (937) (603)-
Actual tax charge/(credit) for the year _ ‘ ) ) 991 (9,035)
Deferred tax -
Deferred tax (assets)/ liabilities comprise:
.Capital IFRS 9
- allowances transition " Total
- . £'000 £'000 £'000
At 1 April 2018 - ‘ 4 ) 26,007, - :
- Credit to equity » _ . - . (1)
Credit to profit and loss ’ . (11,145) - (11,145)
At 31 March 2019 o : _ - 14,862 1) 14,861
- Charge to profit and loss ' 373 - 373
At 31 March 2020 A © -15,235 (1) 15,234

In the current period the substantively enacted tax rate applicable from 1 April 2020 was ihcreased
from 17% to 19%. The closing deferred tax assets and liabilities have been calculated at 19% and
accordingly a rate change adjustment has arisen as the opening deferred tax had been calculated

taking into account the prev:ously enacted rate of 17%.
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ROYAL BANK OF SCOTLAND (INDUSTRIAL LEASING) LIMITED © 'SC063190

NOTES 1'0 THE FINANCIAL STATEMENTS

-10. Finance lease receivables

£'000 -

2020
£'000
Amounts included in income statement for finance Ieases . o
Finance income on the net investment in Ieases o - ‘ 2,360
2020
~ Amount receivable under finance leases ' : ,
Within 1 year - o ' o 14,019
1to 2 years _ o L - : . 14,019
2to 3 years , o ' : 14,019
3to4years ' ' ' ' : © 14,019
~ 4to5years L ‘ : ' - 14,019
" After 5 years . S ' ‘35,043 .
Lease payments total ' . L . . ‘ 105,138
Unearned income C B ' , ' B (24,806)
Present value of lease payments v ' 80,332
* Impairments . - (127)
Net investment in finance leases . o ) 80,205
. Between 1 :
Within 1 and5 After5 ,
: ' year years  years Total
2019 . ' ‘ “£'000 £'000 _ £000. £'000
~ Future minimum lease payments 14,019~ 56,074 49,064 119,157
* Unguaranteed residual values ' Co (583) - (11,758) (20,223) (32,564).
Present value of minimum Iease payments . o . .

- . receivables o 13,436 44,316 28,841 86,593
Impairment provisions _ ' - (20)° . - - (20
Carrying value o . » : - 13,416 44,316 . 28,841 - 86,573

2020 2019
' . : : : : : . : . £'000 £'000
Due within one year S ' - 13,340 = 13,416
Due after more than one year : 66,865 73,157

80,205 . 86,573

“The Company entered into various finance lease agreements. The remaining leases have an average ..

term of 32 years (2019: 32 years).
Unguaranteed reS|dua| values are estimated at nil (2019 nil).

A The average effective mterest rate in relation to finance lease agreements approximates 7.7% (2019:
8.2%). Change in effective interest rate is due to re-pricing of a tax sensitive lease. '

11. Loans receivable

2020 2019
£'000 . £'000
Due within one year ‘ K
Amounts owed by parent Royal Bank Leasing lelted ' - -1,880 .
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NOTES TO THE FINANCIAL STATEMENTS A

12. Trade and other receivables ' : ‘
. : 2020 - 2019

£'000 - £'000
Due within one year : o
Trade receivables » 6 1
Due from Royal Bank Leasmg lelted iy 1,787 . 1,295
I : ' -1,793 - 1,296
 13. Borrowings ,
- 2020 - 2019
: 4 . : ~__£'000 . £'000
Overdraft from The Royal Bank of Scotland plc » - 281
Loans from parent Royal Bank Leasing Limited o - 63,260 - 69,100
' 63,260 © 69,381
2020 2019
: £'000 £'000
Current - on demand or wrthrn one year . . 4,977 : 4,612
Non-current ' , T
- between one and two years ] : 7,047 6,486
- - between two and five years ) ’ 25,010 23,016
- - after five years . . : 26,226 - 35,267
' ‘ ' ' ' - 58,283 64,769

The Company has the foIIowrng unsecured borrowing from group companies greater than f‘ ive years
£26 226,000 (2019: £35,267,000).is at a floating rate. .

14. Trade and other payables :
: 2020 2019

. : £'000 £'000
Due within'one year 4
Value Added Tax payable - ‘ 418 402
Due to Royal Bank Leasing Limited ' - 905 : .-

" Other payables . ' 16 240
: ' ’ ‘ 1,339 642
15." Accruals, deferred income_ and other liabilities '
‘ 2020 .- 2019
£'000 £'000
Accruals - : ' 141 232
.16. Share capital :
i 2020 ' 2019
£ £
Authorrsed , _ :

100,000 Ordinary shares of £1 each . 100,000 100,000

Allotted, called up and fully pard
Equity shares _
100 Ordinary shares of £1 each - _ o . } 100 100

The Company has one class of ordinary shares which carry no right to fixed income.
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17 Related parties._

UK Government

The UK Government through HM Treasury is the uitimate controllmg 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 controlied bodies are related parties of the
Company. A .

The Company enters into transactlons with these bodies on an arms’ Iength basis; they mcIude the
.payment of taxes |nclud|ng UK corporatlon tax and Value Added Tax '

~ Group companies

At 31 March 2020

. |The Company's |mmed|ate parent was: .. |Royal Bank Leasing Limited

The smallest consolidated accounts mcludmg the National Westminster Bank Plc
company were prepared by: : ' A ‘
The ultimate parent company was: o - |The Royal Bank of Scotland-Group plc.

All parent companies are incorporated 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 Scotlan'd Group pic changed its name to NatWest Group plc.
-18. Post balance sheet events ‘ A

"On 4 November 2020 Royal Bank of Scotland (Industrial’ Leasmg) Limited approved an interim -
dividend of £4,000,000 to its parent Roya| Bank Leasing Limited. .
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