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Angel Trains Limited

DIRECTORS® REPORT

The directors present therr report and the audited financial statements for the year ended
31 December 2006

ACTIVITY

The pnncipal actty of the Company continues to be the provision of raillway roling stock to tran
operators under operating leases

The Company 1s a member of The Royal Bank of Scotland Group 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, nsk, human resources or environment For this reason, the directors believe that
performance indicators specific to the Company are not necessary or appropnate for an understanding
of the development, performance 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 the
Company Secretary, RBS Gogarburn, Edinburgh EH12 1HQ, the Registrar of Companies or through
the Group’s website at tbs com

REVIEW OF THE YEAR
Busmness Review

The directors are satisfied with the Company’s performance in the year The Company will be guided
by its ultimate parent company in seeking further opportuniies for growth

As detailed in note 9, an impairment review huighlighted the need for an extra depreciation charge in the
Incorme Statement of £23 Om (2005 £nd} The whole charge relates to the Class 442 fleet to South
West Trains These vehicles came off lease in February 2007 and are currently still off lease although
there are a number of opportunities currently being investigated

An interim dvidend of £16m was paid during the year (2005 £80m) The directors do not propose the
payment of a final dvidend (2005 £nif)

Financtal Performance

The Company's financial performance 1s presented in the income Statement on page 7 The profit
after tax for the year was £54 5m (2005 profit after tax £64 5m) and this was transferred to reserves

Revenue fell by £6 3m and Expenses rose by £0 2m  As detaled above and in note 9, depreciation
increased by £23 Om resuliing in a decrease n profit compared to 2005 of 15 5%

At the end of the year, the financial position showed total assets of £2,660 1m (2005 £2 533 9m)
representing an increase of 4 98% This includes the net book value of property, plant and equipment
of £1,821 7m compared to £1,751 4m at the previous year end Cther income-generating assets
compnse of Investments £66 4m and advances £759 6m

The directors do not anticipate any matenal change in either the type or level of actvities of the
Company

Other Matiters
The Company 1s funded by facilities from other companies within The Royal Bank of Scotland plc
group and external prowiders It seeks to minmise its exposure to external financial nsks other than

credit nsk, further information on financial nsk management policies and exposure 15 disclosed in
Note 13
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Angel Trains Limited

DIRECTORS' REPORT (Continued)

DIRECTORS AND SECRETARY

The present directors and secretary, who have served throughout the year and to the date of the
report {except where noted below), are hsted on page 1

From 1 January 2008 to date the following changes have taken place

Resigned

Directors
P J Rigby 30 March 2007

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The diectors are requued by the Companies Act 1985 to prepare a directors' report and financial
statements for each financial year and have elected {o prepare them in accordance with International
Financial Reperting Standards as adopted by the European Union  They are responsible for preparing
financial statements that present fairly the financial pesiion, financial performance and cash flows of
the Company In prepanng those financial statements, the directors are required to

« select suitable accounting policies and then apply themn consistently,
= make Jjudgements and estmates that are reasonable and prudent,
» state whether applicable accounting standards have been followed, and

« prepare the financial statements on the going concern basis unless it 1s nappropriate to presume
that the Company will continue in business

The directors are responsible for keeping proper accounting records which 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 Companies Act 1985 They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
preveniion and detection of fraud and other irregulariies

USE OF FINANCIAL INSTRUMENTS

The Company's portfohos of financial instruments prnincipally comprnise loans, deposits, recevables
and payables Applying International Financial Reporting Standards, all portfolios are considered to be
held for non-trading purposes

The major nsks associated with the Company's business are market rnisk, interest rate nsk, currency
risk, Iiquidity risk and operational nsk The Company has established a comprehensive framework for
managing these nsks which are continually evolving as business activities change in response to
market, credit, product and other developments

The directors are responsible for considenng nsk management issues that anse across the
Company’s financial instrument portfolios
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Angel Trains Limited

DIRECTORS' REPORT (Continued)

DISCLOSURE OF INFORMATION TO AUDITORS

Each of the directors of the Company holding office at the date of approval of this report confirms that
(1} sofar as each of the directors are aware, there 1s no relevant audit informatien of which the
Company's Auditors are unaware, and
(2} so far as each of the directors are aware they 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 Auditors are aware, of that information

This confirmation 1s given and shall be interpreted in accordance with the provisions of S 234ZA of the
Companies Act 1985

DIRECTORS’ INDEMNITIES

In terms of Section 309¢ of The Companies Act 1985 (as amended), no drrectors have been granted
Qualiying Third Party Indemnity Provisions by The Royal Bank of Scotland Group ple

POLICY AND PRACTICE ON PAYMENT OF CREDITORS

The Company follows the policy and practice on payment of creditors determined by The Royal Bank
of Scotland Group plc (RBSG"), as outiined below

In the year ending 31 December 2007, RBSG will adhere to the following payment policy in respect of
all suppliers RBSG 1s commitied to maintaiming a sound commercial relationship with its suppliers
Consequently, RBSG’s policy 1s to negotiate and agree terms and conditions with its supphers, which
includes the giving of an undertaking to pay suppliers within 30 days of receipt of a correctly prepared

invoice submitted In accordance with the terms of the contract or such other payment period as may
be agreed

ELECTIVE RESOLUTIONS

The Company has elected to dispense with the requirement to hold annual general meetings, lay
accounts before a general meeting and re-appoint auditors annually

AUDITORS
Deloitte & Touche LLF have expressed their willingness ta cantinue in office as auditors

Approved by the Board of Directors
and signed on behalf of the Board

;\{Wﬁh -

L. M. Oddy
Secretary

26 April 2007

Page 4




cngel“‘

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF ANGEL TRAINS LIMITED

We have audited the financial statements of Angel Trains Limited ("the Company”) for the year ended
31 December 2006 which comprise the income statement, the statement of recogmsed imcome and
expense, the balance sheet, the cash flow statement and the related notes 1 to 28 These financial
statements have been prepared under the accounting policies set out therein

This report 1s made solely to the Company's mermbers, as a body, in accordance with section 235 of
the Companies Act 1985 Our audit work has been undertaken so that we might siate to the
Company’s members those matters we are required to state to them in an audiors’ 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 opimons we have formed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

As descnbed in the directors’ report, the Company’s directors are responsible for the preparation of
the directors' report and the financial statements in accordance with applicable law and International
Financial Reporting Standards (“IFRS™) as adopted by the Eurcpean Union

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We repeort to you our opinion as to whether the financial statements give a true and far view and
whether the financial statements have been properly prepared in accordance with the Companies Act
1985 We also report to you, whether, 1 our opinion the information given in the directors’ report 15
consistent with the financial statements In addition we report to you If, in our opinion, the Company
has not kept proper accounting records, If we have not received all the information and explanatians
we require for our audit, or «f information specified by law regarding directors' remuneration and other
transactions 1s not disclosed

We read the other information contained in the directors’ report for the above year and consider
whether it 15 consistent with the audited financial statements We consider the imphcations for our
report If we become aware of any apparent misstatements or matenal inconsistencies with the
financial statements  Our responsiiifies de not extend to any further information outside the
directors’ report

BASIS OF AUDIT OPINION

We conducted our audit in accordance with International Standards on Audiing (UK and Ireland)
issued by the Auditing Practices Beard An audit includes examination, on a fest basis, of evidence
relevant {o the amounts and disclosures in the financial statements It also includes an assessment of
the significant estimates and judgements made by the directors In the preparation of the financial
statements, and of whether the accounting policies are approprate to the Company’s circumstances,
consistently applied and adequately disclosed

We planned and performed our audit s0 as to obtam all the information and explanations which we
considered necessary v order to provide us with sufficient evidence to give reasonable assurance that
the financial statements are free from matenal missiatement, whether caused by fraud or other
rrregulartty or error  In forming our opinion, we also evaluated the overall adequacy of the presentation
of infermation in the financial statements

OPINION

In cur opinion
» the financial statements give a true and fair view of the slate of the Company’s affairs as at
31 December 2006 and its profit for the year then ended In accordance with International
Financial Reporting Standards as adopted by the European Union,
» the financial statements have been properly prepared in accordance with the Companies Act
1885, and
» the mformation given in the directors' report 1s consistent with the financial statements
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF ANGEL TRAINS LIMITED
{Continued)

SEPARATE OPINION IN RELATION TO IFRS

As explained in Note 1, the Company, In additien to complying with its legal abligation to comply with
IFRSs as adopted by the European Union, has also complied with the IFRSs as i1ssued by the
Internatronal Accounting Standards Board Accordingly, m our opinion the financial statements give a
true and fair view, in accordance with IFRSs, of the state of the Company's affairs as at 31 Cecember
2006 and of its profit for the year then ended

Mgt T, 12

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
Lendon, United Kingdom

26 April 2007
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Angel Trains Limited

INCOME STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2006

Year Year
ended ended
31 December 31 December
2006 2005
Notes £'m £'m
Revenue 2 3273 3336
Cost of sales (184 8) (170 2)
Gross profit 142 5 1634
Adminisirative expenses (27 9) (27 7)
Operating profit 1146 1357
Investment income 3 179 136
Oiher gans/{losses) 4 57 (02)
Finance cosis 5 {62 1) {57 9)
Profit before tax 761 912
Tax expense 6 (21 6) {26 7)
Profit attnbutable to equity holders of the parent 7,15 545 64.5
Al profit and loss items relate o continuing operations of the Company
The notes on pages 10 to 34 form an integral part of these financial statements
STATEMENT OF RECOGNISED INCOME AND EXPENSE
FOR THE YEAR ENDED 31 DECEMBER 2006
Year Year
ended ended
31 December 3 December
2006 2005
Note £'m £'m
Actuanal gains/(losses) on defined benefit pension scheme 34 (18)
Tax onitems taken directly to equity )] 05
Net incomelexpense) recognised directly in equity 24 (13)
Profit for the year 5456 64 5
Total recognised income and expense 15 56.9 63.2

The notes on pages 10 to 34 form an integral part of these financial statements
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Angel Trains Limited

BALANCE SHEET AS AT 31 DECEMBER 2006

Assets

Nan-cumren! assets

Property, plant and equipment
Investments

Loans recevable

Deferred tax assets

Current assels

Inventories

Denvative financial instruments
Trade and other recevables
Cash and cash equivalents

Current liabiities

Trade and other payables
Current tax habilities

Denvative financial instruments
Loans payable

Net current liabilities

Total assets less current liabilities

Non-current liabilities
Loans payable

Retirement benefit ocbhigation
Deferred tax labilihes
Provisions

Capital and reserves
Called up share capttal
Revaluation reserves
Retained earnings

Total equity

Total equity and non-current liabilities

Notes

1
13

12
17
13

19

17
16

16
24
18
20

14
15
15

31 December

cmgel*

31 December

2006 2005
£'m £'m
18217 17514

66 4 59 7
759 6 7120
33 50
2,651 0 2,528 1
24 25
16 01
42 24
0g 08
g1 58
(86 7) (64 9)
(16 3) (8 6)
(0 4) 27)
(972 5) (779 0)

(1,075 9) (855 2)

(1,066.8) (849.4)
1,584.2 1,678 7

4307 577 8
15 46
366 3 3520
12 07
798 7 935 1
172 3 1723
231 375
589 1 533 8
784.5 743.6
1,584 2 1,678.7

Approved by the Board of Directors on 26 Aprl 2007 and signed on their behalf by

P
H T Abb

Managing\Dyrector

All equity 1s attnbutable to eguity holders of the parent

The notes on pages 10 to 34 form an integral part of these financial statements
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CASH FLLOW STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2006

Operating activities
Cash receipts from customers
Cash pad to suppliers and employees

Cash generated from operations

Income taxes received
Interest paid

Net cash from operating activities

Investing activities

Interest received

Purchase of tangible fixed assets
Disposal of tangtble fixed assets

Net cash used in investing activities

Financing activities

Equity dividends paid

Repayment of loans

Receipt of new loans

Issue of new loans to group Companies
Repayment of loan by group Compantes

Net cash to/from financing activifies

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Effect of foraign exchange rate changes

Cash and cash equivalents at the end of the year

Year Year
ended ended
31 December 31 December
2006 2005
£'m E'm
3357 3306
(88 2) (103 0)
247 5 2276
10 88
(38 9) (49 3)
209 6 187 1
08 12
(182 1) {(2156)
01 24
(181 2) (212 Q)
{16 0) (60 0)
211 1) (3,284 7)
21410 3,392 4
(64 7) {30 9)
230 85
(27 8) 253
06 04
08 05
{05) {01
09 08

Bank balances and cash

The notes on pages 10 to 34 form an integral part of these financial statements
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Angel Trains Limited
NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006

1 Significant accounting pelicies

General

Anget Tramns Limited 15 a Company mcorporated in Great Bntain under the Companies Act 1885 The address of the
registered office 15 on page 1 The nature of the Company's operations and 1iis principal activities are set out in the
Derectors’ report

The accounis are prepared m accordance with International Firancial Reporting Standards issued by the
International Accounting Standards Board (“IASB”") and interpretations 1ssued by the fnternational Financiai Reporting
Interpretations Commattee of the IASB {together “IFRS’) as adopted by the European Union ("EU"} The EU has not
adaopted the complete text of IAS 39 'Financial Instrumenis Recognition and Measurement’, it has relaxed some of
the standard’s hedging requirements The Company has not taken advantage of this relaxation and has adopted 1AS
3% as 1ssued by the 1ASH

The financial statements are prepared on the historical cost convention, In compliance with the Companies Act 1985,
except for the revaluation of certain properties and financ:al instruments The pnncipal accounting policies adopted
are set out below

Revenue recognition

Revenue 1s measured at the far value of the constderation recewed or receivable and represents amounts
recewvable for goods and services provided In the normal course of business, net of discounts and sales-refated
iaxes Sales of goods are recognised when goods are delivered and title has passed

Maintenance income

A proportion of turnover 15 identified as relating to the current estimates of costs for the mamntenance of trains,
‘maintenance income’ To the extent that maintenance income exceeds the related costs in any year, then it 1s
deferred in order to match # with expected future costs Yo the extent that it 1s less than the related costs in any
period, then the difference will be recogrised as income for the period

Interest income

Interest ncome is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate
applicable, which 15 the rate that exactly discounts estimated future cash receipts through the expected Iife of the
financial asset to that asset's net carrying amount

Leasing
The Company has no leases where the terms of the lease transfer substantially all the nsks and rewards of
ownership to the lessee Accordingly, all leases are classified as operating leases

The Company as lessor

Rental income from operating leases 1s recogmsed on a straight-tine basis over the term of the relevant lease Intia)
direct costs incuired in negotiating and arranging an operating lease are added to the carrying amount of the leased
asset and recegnised on a straight-line basis over the lease term

The Company as lessee

Rentals payable under operating leases are charged to the income siatement on a straight-line basis over the term of
the relevant lease Benefits recewed and receivable as an incentive to enter into &n operating lease are also spread
oh a straight-hne basis over the lease term

Foretgn currencies
The financial statements of the Company are presented n Sterling, which 1s the currency of the primary economic
envtronment 1n which the Company operates {ifs functional currency)

In prepanng the financial statements, transactions mn currencies other than the Company's funchional currency

(foreign currencies) are recorded using month end exchange rates At each balance sheet date, monetary ttems
denominated in foreign currencies are retranslated at the rates prevailing on the balance sheet date
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Angel Trains Limited
NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006
(Continued)

1 Significant accounting policies {continued)

Exchange differences arising on the settlement of monetary tems, and on the retranstation of monetary items, are
included in the income statement for the period

In order o hedge its exposure to cerfain foreign exchange nsks, the Company enters ito forward contracts and
options {see below for details of the Company's accounting policies in respect of such derwvatwve financial
instrements)

Borrowing costs

Borrowing costs directly attnbutable to the acquisition, construction or production of qualfying assets, which are
assets that necessanly take a substantial period of time to get ready for therr intended use or sale, are added to the
cost of those assets, until such time as the assets are substantially ready for their ntended use or sale Investment
income earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets I1s
deducted from the borrowing costs eligible for capitahsaton All other borrowing costs are recognised in the income
statement in the penod in which they are incurred

Retirement benefit costs

Benefits for the Company's employees are provided by Angel Trains Shared Cost Section of the Rallways Pension
Scheme (the ‘Main Scheme’) and The Royal Bank of Scotland Group Penston Fund (the 'RBS Scheme'), both of
which are defined benefit schemes

Main Scheme

For defined benefit schemes, the cost of providing benefits 1s determined using the Projected Unit Credtt Method,
with actuarial valuations being carred out at each balance date Actuanal gains and losses are recognised in full in
the period In which they occur  They are recognised outside the income statement and presented in the statement of
recognised incorme and expense

Past service cost is recognised immediately to the extent that the benefits are already vested, and otherwise 1s
amortised on a straight-line basis over the average penod unti the benefits become vested

The retirement benefit obligation recogrised in the balance sheet represents the present value of the defined benefit
obligation as adjusted for unrecognised past service cost, and as reduced by the far value of scheme assets Any
asset resulting from this calculation 15 imited to past service cost, plus the present value of avallable refunds and
reductions In future contrbutions to the scheme

RBS Scheme

The RBS scheme 1s unable to idenbfy the share of assets and kabilties attributable to the employees of any
particular Group company and consequently the Company accounts for s contrbutions as if it were a defined
contnbution scheme

Payments te defined contribution retrement benefit plans are charged as an expense as they fall due

Taxation
Tax expense represents the sum of the tax currently payable and deferred tax

The tax currently payable 1s based on taxable profit for the year Taxable profit differs from profit as reported in the
income statement because it excludes tems of income or expense that are taxable or deductible i other years and it
further excludes items that are never taxable or deductible The Company's liability for current tax is calculated using
tax rates that have been enacted or substantively enacted by the balance sheet date

Deferred tax I1s recognised on differences between the carrping amounts of assets and habiities in the financial
statements and the corresponding tax bases used in the computation of taxable profit, and 1s accounted for using the
balance sheet liablity method Deferred tax habilities are generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that it 1s probable that taxable profits will be available against
which deductible temporary differences can be utibsed Such assets and liabilities are not recognised If the temporary
difference anses from goodwiil or from the irutial recognition {other than in & business combination) of other assets
and liabilities in a transaction that affects neither the taxable profit nor the accounting profit
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Angel Trains Limited

NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006
(Continued)

1. Significant accounting policies (continued)

The carrying amount of deferred tax assets I1s reviewed at each balance sheet date and reduced to the extent that it
1s no longer probable that sufficient taxable profits will be available to atlow all or part of the asset to be recovered

Deferred tax 1s calculated at the tax rates that are expecled to apply in the period when the lability s settled or the
asset realised Deferred tax 1s charged or credited to the income statement, except when it relates to items charged
or credited direcily to equity, in which case the deferred tax i1s also dealt with 1n equity

Deferred tax assets and habiities are offset when there 15 a legally enforceable night to set off current tax assets
agamst current tax labiities and when they relate to income taxes levied by the same taxation authonty and the
Group intends to settle ts current fax assets and habiities on a net basis

Derivative financial instruments
The Company uses denvative financial instruments to reduce exposure to foreign exchange nsk and interest rate
movements The Company does not hold or 1ssue derivative financial instruments for speculative purposes

For an interest rate swap to be treated as a hedge, the nstrument must be related to actual assets or llablities or a
probable commitment and must change the nature of the interest rate by converting a fixed rate to a vanable rate or
vice versa Interest differentials under these swaps are recognised by adjusting net interest payable over the periods
of the contracts

Property, plant and equipment

Property, plant and equipment are shown at cost or valuation less any subsequent accumulated depreciation and
subsequent accumulated mparrment losses The valuation was performed by independent valuers The last
valuation of the Company’s rolling stock assets was performed at the time of acquisitton by The Royal Bank of
Scotland Group plc on the basis of farr value at the time of revaluaton and was reflected in these accounts at
1 October 1998

Depreciation of these assets 1s charged to income On the subsequent sale or retirement of revalued rolling stock,
the attnibutable revaluation surplus remaining in the revaluation reserve 1s transferred direcily to accumulated profits

Depreciabion 1s charged so as to write off the cost or valuation of these assets over therr estmated useful lives, using
the straight-line method

The following rates are used for the depreciation of property, plant and equipment

Years
Rolling stock 25 to 35
Office fitures and fittings 5
Computer equipment 3

Rolling stock in the course of construction for rental purposes are carried at cost, less any recognised imparment
foss Cost inctudes professionat fees and, for gualifying assets, borrowing costs capitalised in accordance with the
Company's accounting policy Depreciation of these assets, on the same basis as other roling stock, commences
when the assets are ready for their intended use g

The useful economical lives and residual values are reviewed on a penodic basis  The residual value exposure 1s
the net book value of leased assets at the end of the lease termn  This exposure 15 manitared periodically with any
corrections required being made through depreciation

Impairment of tangible fixed assets

At each balance sheet date, the Company revtews the carrying amounts of its tangible assets to determine whether
there 15 any indication that those assets have suffered an mmpairment loss If any such indicaticn exists, the
recoverable amount of the asset 1s estimated in order to determine the extent of the impairrment loss (if any) Where
it 1s not possible to estimate the recoverable amount of an individual asset, the Company estimates the recoverable
amount of the cash-generating unit to which the asset belongs

Page 12




Gngel'"
Angel Trains Limited

NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006
{Continued)

1 Sugnificant accounting policies {continued)

Recaverable amount s the higher of fair value less costs to sell and value in use In assessing value in use, the
estmated future cash flows are discounted to therr present value using a pre-fax discount rate that reflects the
current market assessments of the time value of money and the nisks specific to the asset

If the recoverable amount of an asset (or cash-generating uni} 15 estimated to be less than its carrying amount, the
carrying amount of the asset (cash-generating umit) is reduced to its recoverable amount An impairment joss 15
recognised immediately in the income statement, unless the relevant asset 1s carned at a revalued amount, 1 which
case the imparment loss is treated as a revaluation decrease

Where an imparment loss subsequently reverses, the carrying amount of the asset (cash-generaling uni) 1s
ncreased fo the revised estimate of its recoverable amount, but so that the mcreased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss deen recogrised for the asset
{cash-generating uni} in prior years A reversal of an imparment loss 1s recogmsed immediately in the income
statement, unless the relevant asset 1s carned at a revalued amount, in which case the reversal of the imparment
loss 15 treated as a revaluation increase

Government grants

This grant has been accounted for under |AS 28 Accounting for Government Grants Government granis fowards
property, plant and equipment are treated as deferred income 1n the balance sheet and are credited to the mcome
statement systematically over the expected usefut life of the fease {o which it relates.

The grant of £1 504m has been recewved from the Strathclyde Passenger Transpont Executive and 1s expected {o be
recognised In the income statement between April 2006 and March 2011 Dunng the year £0 226m was wntten off to
the iIncome statement leaving a deferred income balance of £1 278m

Investments
Investments are stated at cost less provision for any impairment in value

inventones

Inventories represent spares used in roling stock maintenance and are stated at the lower of cost and net realisable
value Cost represents the purchase price of the spares Net realisable value represents the estimated selling price
iess all estimated costs of completion and costs to be incurred i marketing, selling and distribution

Financial mstruments
Fimanciat assets and financral liabiites are recognised on the Company’s balance sheet when the Company
becomes a party to the contractual provisions of the instrument

Trade and other receivables

Trade and other recetvables are measured at iwhial recognition at far value, and are subsequently measured at
amortised cost using the effective interest rate method Appropriate allowances for estimated wrecoverable amounts
are recognised in the income statement when there 15 objective evidence that the asset 1s imparred The allowance
recognised 15 measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows discounted at the effective interest rate computed at imbial recogmition

Loan receivables
Loan recewvables are measured at imhial recognition at fair value, and are subsequently measured at amortised cost

using the effective interest rate method Appropnate allowances for estimated irrecoverable amounts are recognised
i the mcome statement when there 1s objective evidence that the assel 1s impared The allowance recognised is
measured as the difference between the asset's carrying amount and the present value of estmated future cash
flows discounted at the effective interest rate computed at instial recognition

Investments

Investments are mitially measured at farr value, plus directly attnbutable transaction costs At subsequent reporting
dates, debt secunties that the Company has the expressed intention and abity to hold to matunty (held-to-maturity
debt securties) are measured at amortised cost using the effective interest rate method, less any impairment loss
recognised {o reflect irrecoverable amounts
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Angel Trains Limited
NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006
{Continued)

1. Significant accounting policies {continued)

An impairment loss 1s recogrused 1n the income statement when there i1s objective evidence that the asset s
impaired, and 1s measured as the difference between the mvestment's camrying amount and the present value of
estimated future cash flows discounted at the effective interest rate computed at initial recognitton

Impairment losses are reversed in subsequent penods when an increase in the investment's recoverable amount
can be related objectively to an event occurnng after the imparment was recognised, subject to the restriction that
the carmying amount of the nvestment at the date the impairment 1s reversed shall not exceed what the amortised
cost would have been had the mpainment not been recognised

Cash and cash equrvalents
Cash and cash equivalents comprnise cash in hand and demand deposits, and other short-term highly hquid

investments that are readilly convertible to a known amount of cash and are subject to an nsignificant nsk of changes
mn value

Financial iabiities

Financial habilities 1ssued by the Company are classified according to the substance of the contractual arrangements
entered into and the definitions of a financial :'ability The accounting policies adopted for specific financial {iabilities
are set out below

Loan borrewmings
Interest-beanng loans are inttially measured at fair value, and are subsequently measured at amortised cost, using

the effective interest rate method Any difference between the proceeds (net of transaction costs} and the settlernent
or redemption of borrowings I1s recognised over the term of the borrowings N accordance with the Company's
accounting policy for borrowing costs (see above)

Trade payables
Trade payables are initially measured at farr value, and are subsequently measured at amortised cost, using the

effective interest rate method

Denvalive financial instruments and hedge accounting

The Company's activiies expose it pnmanly to the finanoal nsks of changes in foreign exchange rates and inferest
rates The Company uses derivative financial instruments (pnmanly foreign currency forward contracts) to hedge its
nsks associated with forergn currency fluctuations relating to certain firm commitments and forecasted transactions
The significant interest rate nisk arnises from lpans The Company’s policy Is to convert a proportion of its floating rate
debt to fixed rates The Company designates these as cash flow hedges of interest rate nsk The use of financial
denvatives 1s governed by the Company's policies approved by the board of directors, which provide wntten
principles on the use of financial dervatives consistent with the Company’s risk management strategy The Company
does not use denvative financial instruments for speculative purposes

Dervative financial instruments are mitially measured at fair value on the contract date, and are remeasured to fair
value at subsequent reporting dates Changes in the farr value of denvative financial instruments that do not qualfy
for hedge accounting are recognised in the Income statement as they anse

Provisions -

Prowistons are recognised when the Company has a present obligaton as a result of a past event, and i 1s probable
that the Company will be required to settle that obligation Provistons are measured at the directors’ best estimate of
the expenditure required to settle the obligation at the balance sheet date, and are discounted to present value where
the effect 1s matenal

Share-based payments

The Group grants options over shares in The Royal Bank of Scotland Group plc to its employees under vanous
share option schemes [FRS 2 ‘Share-based Payment' 1s applied 10 grants under these schemes after 7 November
2002 that had not vested on 1 January 2005 The Royal Bank of Scotland recognmises an expense for these
transactions with its employees based on the fair value on the date the options are granted It includes the cost of
these awards in determining any recharge of employee costs it makes to UK subsidianes in the Group

Page 14




Angel Trains Limited

ongei"‘

NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006

{Continued)

1. Significant accounting policies (continued)

Cperating profit

Operating profit 13 stated before investment income and finance costs

Consolidation

The Company i1s exempt from the requirement 1o prepare consolidated accounts as the Company 15 a2 wholly-owned
subsidiary of The Royal Bank of Scotland Group plc and the Company’s results are consoiidated within the financial
statements of the parent company These accounts therefore present information about the Company as an

individual entity and not about the group

2. Revenue

Operating lease rentals
Maintenance lease rentals
Management fees

Other revenue

All revenue relates to United Kingdom operations

3. Investment income

Interest receivable from group undertakings

Other nterest recevable

Year Year
ended Ended
31 December 31 December
2806 2005
£'m £'m
2247 2130
948 1127
61 57
17 22
327.3 3336
Year Year
ended Ended
31 December 31 December
2006 2005
£'m £'m
178 136
01 -
47.9 136

The income from investment i group undertakings represents interest recevable on funding loans granted to
Locomotive Operating Leasing Partnership, Angel Leasing Company Limited and Angel Tratns International Limited
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Angel Trains Limited
NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006
(Continued)

4 Other gains/(losses)

Curmrency translabon gans
Farr value gains/(losses) on derivative instruments

5 Fmance costs

Interest payable to group undertakings
Other interest payable
Interest capitalised

6. Tax expense

The charge for taxation based on the profit for the year i1s based on Urited Kingdom corporation tax at 30 0 per cent

(2005 300 per cent) and comprises

Current tax
Deferred tax {note 18)

cmgel“

Year Year
ended ended
31 December 31 December
2006 2005
£'m £'m
19 12
38 _{14)
57 (0 2)
Year Year
ended ended
31 December 31 December
2006 2005
£'m £'m
587 837
55 87
31 (45)
62.1 579

Year Year
ended ended
31 December 31 December
2006 2005
£'m £'m
66 -
- 150 267
21.6 26.7
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NOTES TO FINANCIAL STATEMENTS ~ YEAR ENDED 31 DECEMBER 2006
(Continued)

6. Tax expense (continued)

The total charge for the year can be reconciled to the accounting profit as follows

Year Year
ended ended
31 December 31 December
2006 2005
£'m £'m
Profit before taxation 76 1 912
Expected tax charge at 30% 228 27 4
Share of partnership (13) {(12)
Deferred income - -
Ligudated damages capitalised - -
Interest capitalised (09) {13)
Capital allowances in excess of depreciation (12 6) (22 7)
Dervatives fair valuation (11 04
Pension scheme valuation movements 01 c1
Current taxation adjustments relating to prior perniods (04) (27)
Current taxation charge for the year 6.6 -
Deferred taxation:
Ongination and reversal of iming differences 146 235
Adjustments relating to prior periods 04 32
Deferred tax 150 267

in additton to the above, a decrease in deferred tax assets of (£1 0m) {2005 increase of £0 5m) was recognised
relating to retirement benefit obligations that were charged through eguity

7. Profit for the year

Profit for the year has been arrived at after charging

Year Year
Ended ended
31 December 31 December
2006 2005
£'m £'m
Depreciation — rolling stock 1116 906
Depreciation — other 02 03
Total depreciation expense 1118 S09
Loss on disposal of rolling stock 01 02
Property lease costs 10 10

Auditors’ remuneration for audit services dunng the year was £47,000 (2005 £29,000})
In addition to the auditors’ remuneration stated above, fees charged by the auditors for non-audit services during the
year were £18,200 (2005 £ni)
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NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006

8. Employees' emoluments

(Continued)

The average number of persons employed by the Company (including directors) during the year, analysed by

category, was as follows

Engineering
Clencal
Management

Employee costs dunng the year amounted to

Wages and salaries
Social secunty costs
Other pension costs
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Year Year
Ended ended
31 December 31 December
2006 2005
No No
56 59
63 61
70 66
189 186
¥Year Year
Ended ended
31 December 31 December
2006 2005
£m £'m
130 125
14 14
17 13
161 152




Gngel'”
Angel Trains Limited
NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006

(Continued)
9 Property, plant and equipment
Rolling Stock Other Total

£'m £'m £'m
Cost or valuation
At 1 January 2006 21367 35 2,140 2
Additions 1821 01 1822
Disposals {92) - {92)
At 31 December 2006 2,309.6 36 23132
Comprising
At cost 2,1309 36 21345
At valuation 1787 - 1787

2,3096 36 23132
Depreciation
At 1 January 2006 3856 32 3888
Charge for the year 1116 02 1118
Disposals (91} 91
At 31 December 2006 488.1 3.4 4915
Net book value
At 31 December 2006 18215 0.2 1,821.7
At 31 December 2005 1,751 1 03 1,751.4

The Company's roling stock assets at 1 October 1998 were revalued to reflect the far value of these assets
determined at the time of the Company's acquisition by The Royal Bank of Scotland Group ple This valuation was
performed by independent valuers on the basis of depreciated estimated replacement values

The histoncal gross book value of rolling stock assets had the revaluation not taken place would be £2,130 9m and
the accumulated depreciation would be £324 4m

Following the revistons to JAS 16 Property, Piant and Equipment in 2003, that are effective for the current accounting
period, the Company has reviewed the residual values used for the purposes of depreciation calculations i the light
of the amended definition of residual value in the revised Standard The review highlighted a requirement for an
adjustment to the residual values used in the current periods This resulted in an extra depreciation charge in the
Income Statement of £23 Om (£nil 2005) The whole charge relates to the Class 442 fleet to South West Trans
These vehicles came off lease in February 2007 and are currently still off lease although there are a number of
opportunities currently being investigated The remamning residual value is recoverable having measured the value in
use as per [AS 36 and applying a discount rate of § 0% These residual values will be reviewed and updated annually
in the future

Cumulative finance costs capitalised included in the cost of fangible fixed assets amounts to £100 5m (2005
£98 3m)

Included In rolling stock are assets under the course of construchon of £117 6m (2005 £47 8m) No depreciation
has been charged on these assets

All rolling stock 1s acquired and held for use in operating leases

Other assets include office fixtures and fittings and computer equipment
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NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006
(Continued)

10. Residua! value exposures

The residual value exposure 1s the net book value of leased assets at the end of each expected lease term
Restdual value exposure 15 montored by lease on a penodic basis with any corrections being made through
depreciation

Year in which residual value will be recovered Rail Assets Rail Assets
2006 2005
£'m £'m

Within one year 9331 354 1

Between one and two years 721 634 9

Between two and five years 1950 382

More than five years 2452 340 4

Total 1,445 4 1,367 6

11. Investments

Cost and net book value Shares in Investment in Total
group group
undertaking undertaking
£m £'m £'m
At 1 January 2006 01 596 507
Additions - 67 67
At 31 December 2006 0.1 663 66 4

Detalls of the Company's subsidiaries at 31 December 2006 are as follows

Entity Year End Business Country of Holding/ Percentage
registration/ investment Interest
place of business %

Angel Trains 31 December  Consultancy  England & Wales Direct holding of 100

Consulting Ltd to the railway 1 ordinary share

industry of £1
Angel Traihs 31 December  No current England & Wales Direct holding of 100
Contracts Ltd trading 10,001 ordinary

actvibies shares of £1

Angel 31 December  Provisionof  England & Wales Birect holding of 100

Locomotive locomotives 1 ordinary share

Leasing Ltd for leasing of €1

contracts

Locomotive 31 December  Provisionof  England & Wales £66 3m 95

Operating locomotives

Leasing for leasing

Partnership contracts

Angel Finance 31 December See notes England & Wales Direct holding of 100

Holding Ltd below 50,002 ordinary

shares of £1
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Angel Trains Limited
NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006

11 Investments (continued)

{Continued)

Ongel““

Note Locomotive Operating Leasing Partnership 1s a Limited Partnership formed under the Limited
Partnerships Act 1907 The results of Locomotive Operating Leasing Partnership are dealt with on a
consolidated basis in the accounts of The Royal Bank of Scotland Group pic which is incarpoerated in
Great Britain and registered in Scotland

Note Angel Finance Holding Limited acts as a holding company for twe wholly-owned subsidianes, Angel
Leasing Company Limited and West Coast Train Finance ple

Entity Year End Business Country of registrationf Percentage
place of business Interest
Yo

Angel Leasing 31 March Provisicn of England & Wales 100
Company Ltd passenger trains

for leasing

contracts
West Coast Tran 31 December Provision of England & Wales 100
Finance Plc finance for Angel

Leasing

Company Ltd

Angel Finance Holding Lirited have a direct halding of 2 ordinary shares of £1 in Angel Leasing Company Limited

representing 100% of the 1ssued share capitai

Angel Finance Holding Limited also have a direct hotding of 50,000 ordinary shares of £1 in West Coast Train

Finance Plc representing 99 99% of the issued share capital

Angel Trans Limited have a direct holding of

1 ordinary share of £1 1n West Coast Tran Finance Ple representing the remaming 001% of the 1ssued share

capital

12. Inventory

Spares for rolling stock

31 December
2006

£'m

2.4

31 December
2005

£'m

2.5

During the year £0 1m (2005 £0 3m) of inventories were recognised as expenses

13, Other financial assets

Loans receivable

Amounts falling due after one year
Amounts owed by immediate parent company
Amounts owed by the other group companies

31 December

31 December

20086 2005

£'m £'m
434 7 4347
324 9 2773
759.6 712.0
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NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006
{Continued)

13. Other financiat assets continued

As at 31 December 2006 the Company bad loans 1ssued to Angel Trains Group Limited of £434 7m (2005
£434 7m) This loan 1s unsecured, interest free and has no fixed matunty date

The Company has loaned Angel Locomotive Leasing Limited £3 1m (2005 £2 8m) Included in the loan 1s interest of
£14m {2005 £12m) The loan s unsecured and repayable upon the repayment of the Company’s investment in the
Partnership

The Company issued a £300 0m unsecured loan facility with Angel Trains Intemational Limited, with a balance
outstanding of £171 4m (2005 £144 2m) This 1s a multi-currency facility and bears interest at EURIBOR plus a
margin, repayable on demand

Angel Leasing Company Limited has a loan faclity with the Company compnsing an advance of £77 1m (2005
£77 1m) which bears no interest and s repayable between 30 Septermber 2003 and 31 March 2015 Additional
advances under this loan of £45 1m (2005 £53 3m) bears interest at 11 66% and are repayable between 31 March
2003 and 31 March 2015 An amount of £10 O0m has been repaid duning the year A new loan faciity started in
February 2006 comprnising an advance of £28 2m which bears interest at 554% and is repayable between 28
February 2006 and 31 March 2015 An amount of £3 2m has been repaid dunng the year

Trade and other receivables
31 December 31 December

2006 2005
£'m £'m
Amounts falling due within one year
Trade debtors and other recevables 31 07
Amounts owed by group undertakings 10 13
Prepayments 01 04
4.2 2.4

The directors consider that the carrying amount of trade and other receivables approximates therr far value

Bank balances and cash
Bank balances and cash comprise cash held by the Company and short-term bank deposits with an ongtnal maturity
of three months or less The carrying amount of these assets approximates their farr value

Credit risk
The Company’s principal financial assets are bank balances and cash, trade and other receivables and amounts
owed by other members of the group

The credit risk on hquid funds and denvative financial mstruments 15 hmited because the counterparties are banks
with high credit ratings assigned by international credit-raling agencies

The credit nsk on group undertakings 1s imited because the undertakings are solvent, under common control and the
directors are confident of them continuing as going concerns

The Company's credit nsk 15 pnmardy attnbutable to its trade and operating lease recewvables, although this s also
considered limited as rentals are payable in advance

The Company has no significant concentration of credit nsk, with exposure spread over a large number of
counierparties and customers
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Angel Trains Limited
NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006
{Continued)

14. Share capital

Authonsed
200,000,000 Ordinary shares of £1

Issued, called up and fully paid
172,342,966 Ordinary shares of £1

31 December

cmgel'”

31 December

2006 2005
£ £
200,000,000 200,000,000
172,342,966 172,342,966

There were no movements In the share capital of the Company i either the 2006 or 2005 reporting period

The Company has one class of ordinary shares which carry no nght to fixed income

15. Reserves

At 1 January 2005 as restated

Total recognised income and expense for the year
Dvidends paid

Transfer of excess depreciation on revalued assets

At 1 January 2006

Total recognised income and expense for the year
Dividends paid

Transfer of excess depreciation on revalued assets

At 31 December 2006

Revaluation Retained Total
reserve earnings
£€m £'m £'m
433 5248 568 1
- 632 632
- (60 Q) (60 0)
{5 B) 58 .
375 5338 5713
- 569 56 9
- (16 0) (16 0}
(14 4) 14 4 -
23.4 5391 6122

The revaluation resesves are not avadable for distribution to the Company's shareholders

16. Loans payable

Amounts falling due after one year
External loans
Loans from group undertakings
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NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006
(Continued)

16 Loans payable (contmued)

Amounts falling due within one year

External loans
Loans from group undertakings

The external loans included above are repayable as follows

Within one year
Between one and two years
Between two and five years
Over five years

Less Amount due for settlement within 12 months

{shown under current liabilities)

Amount due for settlement after 12 months

31 December 2006

External loans
Loans from group undertakings

31 December 2005

External loans
Loans from group undertakings

31 December

31 December

2006 2005
£'m £'m
29 411
968 6 7379
9725 779.0
31 December 31 December
2006 2005
£'m £'m
29 411
31 57
10 197
18 8 845
358 1510
{2.9) (41.1)
32.9 109 9
The carrying amounts of the Company's borrowings are denominated in the following currencies
Sterling Euros Danish Total
Kronor
€'m £'m £'m £'m
58 - - 358
1,056 3 311 1 1,367 4
1,092 1 311.1 - 1,403 2
Sterling Euros Danish Total
Kraonor
£'m £'m £'m £'m
1510 - - 1510
9747 213 4 177 1,205 8
1,125.7 213.4 17.7 1,356.8
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(Continued)
16. Loans payable (continued)
The effectve interest rates paid were as follows
Year Year
ended ended
31 December 31 December
2006 2005
External lcans 549% 5 58%
Loans from group undertakings 4 80% 4 82%

Bank loans of £554 9m (2005 £389 1m) and a bond from Angel Trains Finance Plc of £247 8m (2005 £247 8m) are
arranged at fixed interest rates and expose the Company to far value interest rate risk Other borrowings are
arranged at floating rates, thus exposing the Company to cash flow interest rate nsk

The directors consider that the carrying amount of the Company borrowings approximates their far value

On 6 August 1999, the Company entered into a secured £50 O0m Term Loan Faciity Agreement on a floating interest
rate of LIBOR plus a margin  The amount drawn down up to 31 December 2006 1s £49 4m (2005 £494m) The
loan I1s repayable in instalments between November 2000 and Apnl 2013 and the amount outstanding as at 31
December 2006 1s £35 8m (2005 £38 4m} Thus loan is to finance the purchase of new trains and Is secured by a
mortgage on the assets

On 27 November 2001, the Company entered 1nto a secured £85 O0m Term Loan Faciity Agreement an a floating
interest rate of LIBOR plus a margin The amount drawn down up to 31 December 2006 1s Enil (2005 £84 7Tm) The
loan was repaid in full during October 2005

On 4 October 2000, the Company entered mto a secured £79 Om Master Lease Purchase Agreement on a floating
interest rate of LIBOR plus a margin  The amount drawn down up to 31 December 2006 1s £nil {2005 £55 5m) The
loan was repaid in full during January 2006

17. Derivative financial instruments

31 December 2006 31 December 2005
Assets Liabihities Assets Liabilities
£'m £'m £'m £'m
Forward foreign exchange
contracts - 01 01 }
Interest rate swaps i6 {0 3} - (27)
16 (0.4) 0.1 {27)
Analysed as
Current 16 (04) 01 {(27)
1.6 (0.4) 0.1 (2.7)
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NOTES TO FINANCIAL STATEMENTS — YEAR ENDED 31 DECEMBER 2006
{Continued)

17. Denvative financial instruments (continued)

Currency derivatives

The Company utlises currency derivatives to hedge significant future transachons and cash flows The Company 15
party to a vanety of foreign currency forward contracts and options in the management of ts exchange rate
exposures

The instruments purchased are primarily denominated in the currencies of the Company's princtpal markets Forward
foreign exchange contracts have not been designated as hedging mstruments under IAS 39

At the batance sheet date, the total notional amount of outstanding forward foreign exchange contracts to which the
Company 1s commitied are as follows

31 December 31 December
2006 2005
E'm £'m
Forward foreign exchange contracts 22,5 17 8

At 31 December 2008, the fair value of the Company’s currency derivatives 1s estimated to be approximately (£0 1m)
(2005 £0 1m) These amounts are based on quoted market pnices for equivalent instruments at the balance sheet
date, comprising (E0 1m) habilites {2005 £nil) and £mil assets (2005 £0 1m)

Amounts of £1 9m (2005 £0 1m) respectively have been transferred to the income statement in respect of contracts
matured dunng the perod

Changes in the fair value of non-hedging currency denvatives amounting to £4 7m have been charged to income in
the year (2005 £6 7m)

The Company does not currently designate its foreign currency denominated debt as a hedging instrument for the
purpose of hedging the translation of its foreign operations

Interest rate swaps

The Company uses interest rate swaps to manage its exposure to interest rate movements on s bank borrowings by
swapping a proporticn of those borrowings from floating rates to fixed rates Contracts with nonunal values of
£125 1m have fixed terest payments at an average rate of 5 2102% per cent for periods up until 2014 and have
floating interest receipts at 2 per cent plus LIBOR

The far value of swaps entered into at 31 December 2006 15 estimated at £1 3m (2005 (£2 7m}) These amounts
are based on quoted market prices for equivalent mstruments at the balance sheet date Interest rate swaps have
not been designated as bedging instruments under IAS 39
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NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006

(Continued)
18. Deferred taxation

31 December 31 December

2006 2005

£'m £'m

Deferred tax assets 33 50

Deferred tax habilities (366 3) {352 0)
(363 0) {347.0)

The following are the major deferred tax habiiies and assets recognised by the Company, and the movements
thereon, during the current and prior reporting periods

Deferred tax assets
Retirement Deferred Total
benefit income
scheme
£'m £'m £'m
At 1 January 2005 08 52 60
Adjustment relating to prior - {24) (2 4)
periods
Charge tc the income statement 01 - 01
for the year
Credit to equity for the year 05 - c5
At 1 January 2006 14 2.8 42
Charge to the income statement 01 - 01
for the vear
Credit to equity for the year {10) - {10
At 31 December 2006 0.5 2.8 3.3
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18. Deferred taxation (continued)

Deferred tax liabilities

At 1 January 2005

Adjustment relating to prior
penods

Charge /{credit) to the income
statement for the year

At 1 January 2006
Adjustment relating to pnor
perods

Charge /(credit} to the mcome
statement for the year

At 31 December 2006

19. Trade and other payables

Trade creditors and other payables
Other taxahion and social secunty

Other creditors
Accruals and deferred mcome

Angel Trains Limited
NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006
(Continued)

clngel““

Accelerated Revaluation Fair value
capital of fixed of denvative

allowances assets Instruments Total
£'m £'m £'m £'m

3086 186 {0 4) 326 8

08 - - 08

265 (25) (0 4) 236

3359 161 {0 8) 351.2

04 - - 04

187 6 2) 12 147

3560 9.9 0.4 366 3

31 December

31 December

20086 2005
£m £m
137 1386
19 97
53 47
658 369
86.7 64.9

Trade creditors and accruals pnncipally compnse amounts outstanding for trade purchases and ongoing costs

The directers consider that the carrying amount of trade payables appreximates their fair value
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(Continued)
20 Provisions
Maintenance Total
provision

£'m £m
At 1 January 2006 07 07
Additional provision in the year 05 05
At 31 December 2006 1.2 1.2

The maintenance provision represents payments recewved for heavy overhauls on Coradia Lint 41 diesel multiple
units

21 Contingent Liabilities

The Company Is guarantor in respect of the following group undertakings
Angel Trains Finance plc

€1,000,000,000 Euro Commercial Paper programme with no defined maturity
£250,000,000 five year Sterling Bond maturing December 2008

Angel Trains Cargo {Locomotives) GmbH
€160,000,000 third party debt facility maturing December 2007

Angel Trains Europa GmbH
€175,000,000 third party debt facility maturing December 2007

22. Capuital commitments

31 December 31 December
2006 2005
£'m £m
Commitments for the acquisiion of property, plant and equipment 894 102 8

At 31 December 2006, the Company had capital commitments of £89 4m (2005 £102 9m), being capttal expenditure
authonsed and contracted for but not provided for in the financial statements  This commitment s for the purchase
of new rolling stock currently in production, for delivery between 2007 and 2008, and a number of capital modification
projects to the existing fleets

-
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NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006
(Continued)

23. Operating lease arrangements

The Company as lessee

3t December 31 December
2006 2005
£'m £'m
Mimimum lease payments under operating leases recognised
as an expense In the year 12 10

At the balance sheet date, the Company has outstanding commitments under non-cancellable operating leases,
which fall due as follows

31 December 31 December
2006 2005
£'m £'m
Buildings
Within one year 12 10
in the second to fifth years inclusive 02 02
After five years - 01
1.4 1.3

Operating lease paymenis represent rentals payable by the Company for certain of its office properties Leases are
negotiated for an average term of 9 7 years

The Company as lessor
At the balance sheet date, the Company has contracted with train operating companies for the following future

minimum lease payments

31 December 31 December
2006 2005
£'m £'m
Within one year 1747 178 1
In the second to fifth years inclusive 5379 400 5
After five years 2715 3182
984 1 896.8

24. Retirement benefit scheme

Defined benefit plan
The Company operates a defined benefit scheme of its own for qualifying employees in the UK, the Angel Trains
Shared Cost Section of the Railways Pension Scheme (the ‘Main Scheme’)

Provision for the costs of these benefits 1s charged to the profit and loss account over the average remaining future
service kves of the eligible employees

The most recent actuanal valuations of plan assets and the present value of the defined benefit abligation were
carned out at 31 December 2006 by independent actuaries The results of these calculations have been based on an
approximate update of the last formal valuation of the scheme as at 31 December 2004 The contribution rate for the
Company's scheme s 17% of pensionable salanes
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{Continued)
24. Retirement benefit scheme {continued)
Valuation at
31 December 31 December
2006 2005
Discount rate 53% 4 8%
Expected returi on plan assets 7 6% 7 2%
Expected rate of salary increases 4 15% 3 95%
Future pension tncreases 29% 27%

The amount recognised I the balance sheet in respect of the Company's defined benefit retirement benefit plan 1s
as follows

31 December 31 December
2006 2005
£'m £'m
Present value of funded obhgations (27 6) (28 1)
Fair value of plan assets 261 215
Net hability recognised n the balance sheet {1.5) {4 6)

Amounts recognised In the income statement in respect of the defined benefit plan are as follows

Year to Year to
31 December 31 December
2006 2005
£'m £'m
Current service cost 16 13
Interest on obligation 13 11
Expected return on plan assets (16} {13)
1.3 11

The charge for the year 1s included in admimstrative expenses in the mcome statement

Changes in the present value of the defined benefit obligation are as follows

Year to Yearto
31 December 31 December
2006 2005
£'m £'m
Opening defined benefit obligation 261 192
Service cost 19 16
interest cost 14 EN
Actuarial {gains)flosses {19) 42
Benefits paid 1 -
Closing defined benefit obligation 27.6 261

Page 31




Angel Trains Limited

cmgel'“

NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006

(Continued)

24. Retirement benefit scheme {continued)

Changes in the far value of plan assets are as follows

Year to Year to
31 Decembher 31 December
2006 2005
£'m £'m
Opening fair value of plan assets 215 166
Expected return 16 13
Actuanal gains 16 24
Contributions by employer 09 08
Contnbutions by employees 03 03
Benefits pad 02 -
Closing fair value of plan assets 26.1 215

The farr value of plan assets at the balance sheet date 1S analysed as follows

31 December

31 December

2006 2005

£m £'m
Equity instruments 209 176
Debt instruments 25 22
Property 25 16
Other assets 02 01
26.1 21.5

The plan assets do not include any of the Company’s own financial instruments, nor any property occupied by, or
other assets used by, the Company

The expecied rates of return on individual categones of plan assets are determined by reference to relevant indices
published by the London Stock Exchange The overall expected rate of return 1s calculated by weighting the
individual rates in accordance with the anticipated balance n the plan's investment portfolio

The history of the plan for the current and prior period 15 as follows

31 December 31 December
2006 2005
€'m £'m
Present value of defined benefit obligation (27 6) {26 1)
Farr value of plan assets 26 1 215
Deficit (5 (46}
Experience adjustments on plan hiabilities 19 {42)
Experience adjustments on plan assets 16 24

Page 32




ongel‘“
Angel Trains Limited

NOTES TO FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2006
(Continued)

24. Retirement benefit scheme (continued)

In accordance with the transitional provisions for the amendments to IAS 19 Employee Benefits in December 2004,
the disclosures above are determined prospectively from the 2004 reporting perod The Company expects to
contnhute approximately £1 1m to its defined benefit plan i 2007

Defined contnbution plans

The Company also 1s a member of the Royal Bank of Scotland Group Pension Fund, “the RBS scheme™ IAS 19
requires accounting on the basis that the Company participates in a defined contribution scheme because it 15 not
possible to identify the assets and habilittes of the scheme attnbutable to the Company

The total expense recognised in the income statement of £0 4m (2005 £0 3m) represents contnbutions payable to
these plans by the Company at rates specified in the rules of the plans As at 31 December 2006, contnbutions of
£l {2005 £0 2m) due n respect of the 2006 reporting penod had not been paid over to the plans

25. Dividends
Year to Year to Year to Year to
31 December 31 December 31 December 31 December
2006 2005 20086 2005
Pence per share Pence per share Total £'m Total £'m
Dividends 928 34 81 160 600

26. Parent companies
The Company’'s immed:ate parent company 1s Angel Trains Group Limited

The Company’s ultimate holding company, ultimate controling parly, and the parent of the smallest and largest group
into which the Company 1s consokdated is The Royal Bank of Scotland Group plc which 1s incorperated in Great
Bntain and registered in Scotland Financial statements for The Royal Bank of Scotland Greup plc can be obtatned
from The Royal Bank of Scotland Group pic, Gogarburn, Edinburgh EH12 1HO

27. Related party transactions

In addibon to the subsidiaries histed in note 11, the Company has related party relationships the following fellow
subsidianes of the Group

Roboscot (31) Limited

Angel Trans International Limited

Ange! Trains Cargo (Locomotwes) Limited
Angel Trains Europa GmbH

Angel Tramns Svenge AB

Angel Trains Switzerland GmbH d
Angel Trains Cargo (Locomotives) NV
Angel Trains Cargo (Locomotives) GmbH
Locomotion Capital {UK) Limited

Angel Trains Cargo Limited

Locomotion Capital Limited

The Great Rolling Stock Company Limited
Train Finance 1 Pic

Angel Trains Finance Plc
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NOTES TO FINANCIAL STATEMENTS — YEAR ENDED 31 DECEMBER 2006
(Continued)

27 Related party transactions {continued)
Trading transactions
Duning the year, the Company had the following transactions with related parties
Opening Receipts Payments  Interest Foreign Closing

balance receivable exchange balance
H{payable) and other

Accounts with £m £'m E£'m £'m £'m £'m

Banking members of the

group (384 6) (2.014 86) 18719 (24 0) 14 {554 9)
Other, non-banking
members of the group
Parent 434 7 - - - - 4347
Subsidianes 1927 {14 7) 07 111 - 2198
Other related parties (672 4) {173 0) 2337 {30 3) 09 (641 1}
Total (434.6) {2,202 3) 2,136.3 (43 2) 2.3 {541.5)

The amounts outstanding are unsecured and will be settled in cash No guarantees have been given or received
Other rslated party transactions

in addiion to the above, the Company performed certain administrative services for other members of the group, for
which a management fee of £6 Om (2005 £5 7m)} was charged and paud, being an appropnate aliocation of costs
incurred by relevant administrative departments As at 31 December 2006 £0 6m (2005 £0 2m) was outstanding

Expenses of £14 Om (2005 E£0 9m)} were paid by other members of the group and then recharged to the Company
As at 31 December 2006 £n1 (2005 £0 8m} was outstanding

Compensation of key management personnel

Yearto
31 December
2006
£'m
Short term benefits - 22
Post-employment benefits g2
24

The remuneration of directors and key executives is determinad by the remuneration committee having regard to the
performance of individuals and market trends

28. Events after the balance sheet date
There have been no sigmficant evenis between the year end and the date of approval of the financial statements

which would require a change or additional disclosure in the financial statements
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