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Members' Report
For the year ended 31 December 2016

On behalf of the members of Lloyds Bank Covered Bonds LLP (the ‘LLP'), the Management Board presents the members’ report and audited
financial statements for the year ended 31 December 2016.

Principal activities

The LLP is a special purpose vehicle whose business is the acquisition, management and sale of mortgage loans and their related security, and to
guarantee the bonds (the ‘Covered Bonds') issued by Lloyds Bank pic ('Lloyds’ or the ‘Originator’). The mortgage loans and the funding to acquire
these loans originate from Lloyds, a subsidiary of Lloyds Banking Group plc ('LBG').

Under International Accounting Standard ("IAS") 39, if a transferor retains substantially all the risks and rewards associated with the transferred
assets, the transaction is accounted for as a financing transaction, notwithstanding that it is a sale transaction from a legal perspective. The
members of the management committee of the LLP have concluded that Lloyds has retained substantially all the risks and rewards of the pool of
mortgage loans and as a consequence, the LLP does not recognise the mortgage loans on its balance sheet but rather a deemed loan to
Originator. The initial amount of the deemed loan to Originator corresponds to the consideration paid by the LLP for the mortgage loans.

The activities of the LLP are conducted primarily by reference lo a series of transaction documents (the ‘Programme Documentation’). The
structure has been established as a means of raising finance for Lloyds and no business activities will be undertaken by the LLP beyond those set

out in the Programme Documentation.

On 22 October 2008, the LLP initially acquired a £12bn beneficial interest in a mortgage loan portfolio originating from Lloyds and has acquired
further beneficial interests in mortgage loan portfolios in subsequent years. In consideration for the beneficial interest of the mortgage loan

portfolio, the LLP is required to give a combination of:

i. a cash payment to Lloyds from the proceeds of the term loans;
ii. a record of a capital contribution in kind being made by Lloyds; and
iii. deferred consideration which will be paid by the LLP on each LLP payment date in accordance with the relevant priority of payments.

Business review and Future Developments

The resuits for the year are disclosed on page 6. The LLP made a profit of £17,141,000 during the year (2015: £2,674,000). No change to the
current business activity is expected.

As required under International Financial Reporting Standards (IFRS), the profit for the year includes a net fair value profit on financial instruments
of £21,197,000 (2015: £3,355,000) which reflects the movement in the market value of derivatives. The Notes issued are effectively hedged using
derivative contracts and so gains or losses recognised to date are expected to reverse in the future.

The Covered Bonds are issued in vanous currencies by Lioyds, with the proceeds being paid across to the LLP on issuance by way of term loans.
The sterling equivalent amount of the Covered Bonds in issue at 31 December 2016 was £20.57bn (2015: £16.83bn). At 31 December 2016, the
total value of the mortgage loan portfolio held by the LLP was £24.94bn (2015: £24.72bn).

During the year, £1.54bn of Notes were repaid on their expected maturity dates (2015: £2.22bn) and there were no additional Note cancellations or
amendments (2015: cancellations or amendments £0.10bn). Further Notes were issued during the year totalling £3.46bn (2015: £3.67bn).

Key Performance Indicators (KPls)

A defined set of KPIs for the securitisation transaction are set out in the Programme Documentation and published as a monthly Investor Report on
the LBG investor retumns website (www.lloydsbankinggroup.com).

The Management Board is responsible for assessing the risk of iregularities, where caused by fraud or error in the financial reporting and ensuring
that the processes are in place for the timely identification of internal and extemnal matters with a potential effect on financial reporting.

In order to assist the members to mitigate key risks, the LLP is represented by the Management Board at a monthly meeting with programme
managers. This meeting analyses and discusses the trends for the month and identifies any issues or required changes. Any such issues are then
reported, further discussed and collectively agreed in accordance with the programme documentation that governs the transaction.

The programme allows a maximum Covered Bond issuance, providing that the mortgage loan portfolios acquired and other assets available meet

the Asset Coverage Test (the 'ACT’), which states that the adjusted aggregate amounts of mortgage loans and other assets must be of an amount
equal to or greater than the total amount of Covered Bonds in issue after taking into account other deductions.

Designated Members
The designated members during the year and up to the date of signing the financial statements were as follows:

Lloyds Bank plc
Lloyds Bank Covered Bonds (LM) Limited
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Members' Report

For the year ended 31 December 2016 continued

Management Board

The members on the LLP Management Board during the year and subsequently were:

Richard Shrimpton

Gavin Parker

Gary Staines

lan Stewart (Resigned 21 December 2016)
Tracey Rill (Appointed 23 March 2017)

Members’ Interests

The policy regarding the allocation of profits to members and the treatment of capital contributions is set out in note 1 (significant accounting
policies).

Statement of members’ responsibilities in respect of the financial statements
The members are responsible for preparing the members’ report and the financial statements in accordance with applicable law and regulations.

Company law as applied to limited liability partnerships by the Limited Liability Parinerships (Accounts and Audit) (Application of Companies Act
2006) Regulations 2008 (the 'Regulations’) requires the members to prepare financial statements for each financial year. Under that law the
members have prepared the partnership financial statements in accordance with International Financial Reporting Standards (IFRSs) as adopted
by the European Union. Under company law as applied to limited liability partnerships the members must not approve the financial statements
unless they are satisfied that they give a true and fair view of the state of affairs of the partnership and of the profit or loss of the partnership for that
period. In preparing these financial statements, the members are required to:

» select suitable accounting policies and then apply them consistently;
» make judgements and accounting estimates that are reasonable and prudent;

- state whether applicable International Financial Reporting Standards (IFRSs) as adopted by the European Union have been followed,

subject to any material departures disclosed and explained in the financial statements;
- prepare the financial statements on the going concern basis unless it is inappropriate to presume that the partnership and group will

continue in business;
The members are responsible for keeping adequate accounting records that are sufficient to show and explain the limited liability partnership’s
transactions and disclose with reasonable accuracy at any time the financial position of the limited liability partnership and enable them to ensure
that the financial statements comply with the Companles Act 2006 as applied to limited liability partnerships by the Regulations.
The members are also responsible for safeguarding the assets of the limited liability partnership and hence for taking reasonable steps for the
prevention and detection of fraud and other iregularities.

Risk management

All of the LLP's assets and liabilities have been classified as financial instruments in accordance with IAS 32 'Financial Instruments: Presentation’.
The LLP's financial instruments comprise a deemed loan to the Originator of the mortgages (equivalent to the value of its investment in the
mortgages), derivative contracts, cash and liquid resources, term loans and various other receivables and payables. The main purpose of these

financial instruments is to raise finance for Lloyds.

The principal risks arising from the LLP's financial instruments are credit risk, liquidity nsk, interest rate and currency risk. These and other risks
which may affect the LLP's perfoomance are detailed below. Further analysis of the risks facing the LLP in relation to its financial instruments and
the LLP's financial risk management policies is provided in note 11.

Credit Risk

Credit risk arises on the individual loans within the mortgage loan portfolio which are in turn secured on the underlying UK residential properties.
The performance of these loans is therefore influenced by the economic environment and the UK housing market.

Liquidity risk

. The ability of the LLP to meet its obligations to make principal and interest payments on the term loans and to meet its operating and
administrative expenses is dependent on the amount and timing of the interest and principal repayments on the mortgage loans which support the

deemed loan to the Originator.

In the event that sufficient funds are not available to redeem the term loans or make the interest payments due, an amount equal to such a
shortfall will be deferred until such funds are received. To the extent that the income on the deemed loan to Originator does not provide sufficient

funds, the LLP has no other claim on the assets of Lloyds.

The LLP has made all necessary payments on the term loans in accordance with the scheduled repayment dates for the year ended 31 December
2016.
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Members' Report

For the year ended 31 December 2016 continued

Interest rate and foreign currency rate risk

Interest rate and foreign currency rate risk is the possibility that changes in interest rates and foreign currency rates will result in higher financing
costs and/or reduced income from the LLP's interest bearing financial assets and liabilities.

The mortgage loans in the cover pool comprise sterling loans which are subject to variable rates of interest set by Lloyds based on general interest
rates and competitive considerations, loans which track the Bank of England base rate and loans which are suhjert to fived rates of interest. To
mitigate the changes in interest and foreign currency rates that may result in the cashflows from the mortgage pools being insufficient to meet the
payments under the term loans, the LLP has entered into currency and interest rate basis swaps with Lioyds and Natixis S.A. ("Natixis”). These
financial institutions were rated A (iong term) or above by Fitch as at 31 December 2016. The basis swaps substantially eliminate the sensitivity to
movements in interest rates and the currency swaps eliminate the sensitivity to movements in foreign currency rates. The Lloyds swaps are not
separately recognised in the financial statements as they are incorporated into the deemed loan. However the swap with Natixis is recognised
separately in the financial statements.

Operational risks

The LLP is also exposed to operational risks through a number of contracts with third parties who have agreed to provide operational support to
the LLP in accordance with the Programme Documentation. Intertrust Management Limited ("Intertrust”) (previously Structured Finance
Management Limited ("SFM')) has been appointed to provide corporate services in accordance with a corporate services agreement dated 20
October 2008. Lloyds has been appointed to act as account bank, servicer and cash manager. Other third parties who have agreed to provide
services with respect to the term loans include the paying agents, derivative contract providers and the agent bank.

Business risks

The principal business risks of the LLP are set out in a number of trigger events in the Programme Documentation, including some which relate to
the underlying performance of the mortgage pool. The occurrence of trigger events may lead to a different priority of payments of the bonds in
accordance with established priorities. There have been no such trigger events since inception of the Programme.

Employees
The LLP had no employees during the year ended 31 December 2016 or the previous year.

Indepéndent Auditors

In accordance with the Companies Act 2006 as applied to the Limited Liability Partnerships (Accounts and Audit) (Application of Companies Act
2006) Regulations 2008, a resolution for the reappointment of PricewaterhouseCoopers LLP as auditors of the LLP will be proposed at the

forthcoming Annual Members’ Meeting.

Disclosure of information to the Auditors

In accordance with Section 418 of the Companies Act 2006, in the case of each member in office at the date the report is approved:

» so far as the members are aware, there is no relevant audit information of which the LLP's auditors are unaware: and
« The members has taken all the steps that he or she ought to have taken as a member in order to make him or herself aware of any relevant audit
information and to establish that the LLP's auditors are aware of that information.

Statement of going concern

As set out in the statement of compliance in the significant accounting policies section of the notes to the financial statements, the members are
satisfied that the LLP has adequate resources to continue in business for the foreseeable future and consequently the going concem basis

continues to be appropriate in preparing the financial statements.
Post balance sheet events

Between 1 January 2017 and the date of signing, further Notes were issued totalling £1.0bn with the proceeds being paid to the LLP by way of
term loans.

Signed for and on behalf of the members of Lloyds Bank Covered Bonds LLP

Hefle Gary Staines

Per pro Intertrust Directors 1 Limited on behalf of

As director of Lloyds Bank Covered Bonds (LM) Lloyds Bank plc
Limited

35 Great St. Helens 10 Gresham Street
London EC3A 6AP London EC2V 7AE
26 April 2017
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Independent Auditors' report to the members’® of Lioyds Bank Covered Bonds LLP

Report on the financial statements

Our opinion
In our opinion, Lioyds Bank Covered Bonds LLP's financial statements (the *financial statements®):

« give a true and fair view of the state of the fimited liability partnership's affairs as at 31 December 2016 and of its profit and cash flows for the year
then ended,

+ have been properly prepared in accordance with International Financial Reporting Standards (*IFRSs") as adopted by the European Union; and

* have been prepared in accordance with the requirements of the Companies Act 2006 as applied to limited liability partnerships by the Limited
Liability Partnerships (Accounts and Audit) (Application of Companies Act 2006) Regulations 2008.

What we have audited

The financial statements, included within the Annual Report and Financial Statements (the “Annual Report®), comprise:
« the Balance sheet as at 31 December 2016; '

« the Statement of comprehensive income for the year then ended;

« the Cash flow statement for the year then ended;

« the Statement of cﬁanges in members' other interests for the year then ended; and

» the notes to the financial statements, which include a summary of significant accounting policies and other explanatory information.

The financial reporting framework that has been applied in the preparation of the financial statements is IFRSs as adopted by the European Union,
and applicable law.

In applying the financial reporting framework, the members have made a number of subjective judgements, for example in respect of significant
accounting estimates. In making such estimates, they have made assumptions and considered future events.

Other matters on which we are required to report by exception
Adeguacy of accounting records and information and explanations received
Under the Companies Act 2006 as applicable to limited liability partnerships we are required to report to you if, in our opinion:

- we have not received all the information and explanations we require for our audit; or

- adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not visited by
us; or
- the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.
Responsibilities for the financial statements and the audit

Our responsibilities and those of the members

As explained more fully in the Members' Responsibilities Statement, the members are responsible for the preparation of the financial statements
and for being satisfied that they give a true and fair view.

Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable law and Intemational Standards on
Auditing (UK and lreland) ('ISAs (UK & lreland)’). Those standards require us to comply with the Auditing Practices Board's Ethical Standards for

Auditors.

This report, including the opinion, has been prepared for and only for the members of the partnership as a body in accordance with the Companies
Act 2006 as applied to limited liability partnerships by the Limited Liability Partnerships {(Accounts and Audit) (Application of Companies Act 2006)
Regulations 2008 and for no other purpose. We do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other
person to whom this report is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.
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Independent Auditors’ report to the members' of Llovds Bank Covered Bonds LLP
Responsibllities for the financial statements and the audit
What an audit of financial statements involves

We conducted our audit in accordance with ISAs (UK & Ireland). An audit involves obtaining evidence about the amounts and disclosures in the
financial statements sufficient to give reasonable assurance that the financial statements are free from material misstatement, whether caused by

fraud or error. This includes an assessment of:

+ whether the accounting policies are appropriate to the limited liability partnership’s circumstances and have been consistently applied and
adequately disclosed;

« the reasonableness of significant accounting estimates made by the members; and

« the overall presentation of the financial statements.

We primarily focus our work in these areas by assessing the members' judgements against available evidence, forming our own judgements, and
evaluating the disclosures in the financial statements.

We test and examine information, using sampling and other auditing techniques, 1o the extent we consider necessary to provide a reasonable
basis for us to draw conclusions. We obtain audit evidence through testing the effectiveness of controls, substantive procedures or a combination

of both.

In addition, we read all the financial and non-financial information in the Annual Report to identify material inconsistencies with the audited financial
statements and to identify any information that is apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired
by us in the course of performing the audit. If we become aware of any apparent material misstatements or inconsistencies we consider the
implications for our report. .

Jessica Miller (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

London
26 April 2017
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Statement of comprehensive income
For the year ended 31 December 2016

Note 2016 2015
£'000 £'000

Interest receivable and similar income 2 531,971 541,171
Interest payable and similar charges 3 (535,979) (541,811}
Net interest expense (4,008) (640)
Fair Valuc gain 4 21,197 3,355
Operating expenses 5 (48) (41)
Profit for the financial year and total comprehensive income available for
division among members 17.141 2,674

The profit shown above is derived from continuing operations. The LLP is domiciled in the UK and operates in a single business segment. All of
the LLP’s activities are in the UK.

There was no income or expense recognised directly in equity in the current year or preceding year.

The notes on pages 10 to 22 form an integral part of these financial statements.
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Balance sheet
As at 31 December 2016

Assets

Cash and cash equivalents
Deemed Loan to Originator
Derivative assets

Total assets

Members’ other interests and Liabilities
Loans and borrowings

Derivative liabilities

Other Payables

Total liabilities

Reserves

Total Members' other interests

Total Members' other interests and liabilities

Total members’ interests

Reserves

Deemed Loan to Originator
Loans and Borrowings
Derivative Assets
Derivative Liabilities

The notes on pages 10 to 22 form an integral part of these financial statements.

Note

0 ™~

10

2016 2015
£'000 £000
501,247 453,437
20,072,147 16,496,138
94,498 -
20,667,892 16,949,575
20,616,294 16,868,224
- 46,894
19 19
20,616,313 16,915,137
51,579 34,438
51,579 34,438
20,667,892 16,949,575
51,579 34,438
(20,072,147) (16,496,138)
20,616,294 16,866,224
(94,498) -
- 46,894
501,228 453,418

These financial statements on pages 6 to 22 were approved were approved by the members on 26 April 2017 and were signed on their behalf by:

Per pro Intertrust Directors 1 Limited

As director of Lloyds Bank Covered Bonds (LM)
Limited

35 Great St. Helen's

London EC3A 6AP

Date 26 April 2017
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on behalf of
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Statement of changes in members’ other interests
For the year ended 31 December 2016

Balance as at 1 January
Profit for the financial year and total comprehensive income for the year

Balance as at 31 December

The notes on pages 10 to 22 form an integral part of these financial statements.
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2016 2015
£'000 £000
Reserves Reserves
34,438 31,764
17,141 2,674
51,579 34,438




Cash flow statement
For the year ended 31 December 2016

Operating activities

Audit Fees paid

Administration expenses paid

Net cash flows used in operating activities
Investing activities

Increase in deemed loan to Originator

Interest on Deemed Loan to Originator

Bank interest received

Net cash flows (used In) investing activities
Financing activities

Increase in term loans

Interest on term loans

Net interest received on derivatives

Net cash flows generated from financing activities

Net increase/(decrease) in cash and cash equivalents

Change in cash and cash equivalents
Cash and cash equivalents at start of the year

Cash and cash equivalents at end of year
The cash flow statement is presented using the direct method

The notes on pages 10 to 22 form an integral part of these financial statements.
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Note

2016 2015

£'000 £'000

(19) (19)

(29) (22)
(48) (41)
(3.576,009) (1.411,223)
530,995 539,977
976 1,194
(3,044,038) (870,052)
3,624,086 1,354,692
(534,987) (545,397)
2,787 1,121
3,091,896 810,416
47,810 (59.677)
47,810 (59.677)
453,437 513,114
501,247 453,437




Notes to the financial statements
For the year ended 31 December 2016

1.

(a)

(b)

(c)

(d)

(e)

Significant Accounting policies
The LLP was incorporated in England and Wales as a limited liability partnership.

Basis of preparation

The financial statements for the year ended 31 December 2016 have been prepared in accordance with EU adopted International
Financial Reporting Standards (IFRSs) and interpretations issued by the IFRS Interpretations Committee (IFRS IC). The standards applied
by the LLP are those endorsed by the European Union and effective at the date the financial statements are approved by the Board. All

accounting policies have been consistently applied in the financial statements.
There are no new or amended accounting standards that have required a change to accounting policies for the year.

The financial statements also comply with the relevant provisions of Part 15 of the Companies Act 2006, as applying to Limited Liability
Partnerships.

The LLP is reliant on support provided by Lloyds Bank plc (‘Lloyds’) which is a subsidiary of LBG. The members are satisfied that it is the
intention of LBG that its subsidiaries, including Lioyds and the LLP, will continue to have access to adequate liquidity and capital resources
for the foreseeable future and, accordingly, the financial statements have been prepared on a going concem basis.

The financial statements are presented in Sterling which is the LLP's functional and presentation currency and have been prepared on the
historical cost basis.

Interest receivable and payable

Interest receivable and similar income and interest payable and similar charges have been calculated using the effective interest method.
The effective Interest method is a method of calculating the amortised cost of a financial asset or liability and of allocating the interest

income or interest expense over the expected life of the financial instrument.
The effective interest rate is the rate that exactly discounts the estimated future cash payments or receipts over the expected life of the
financial instrument or. when appropriate, a shorter period, to the net carrying amount of the financial asset or financial liability.

Accrued interest

Accrued interest has been incorporated within the deemed loan to Originator and the outstanding balance of term loans on the balance
sheet. An analysis of principal on the term loans and accrued interest can be found in note 7.

Taxation

Taxation on all partnership profits is solely the personal liability of individual members, consequently, neither taxation nor related deferred
taxation are accounted for in these financial statements.

Financial instruments

The LLP's financial instruments principally comprise a deemed loan to Lloyds (equivalent to the value of the LLP's investment in
mortgages), cash and liquid resources, derivalive contracts, loans and borrowings and various other receivables and payables that arise
directly from its operations. The main purpose of these financial instruments is to raise finance for Lloyds. These financial instruments are
classified in accordance with the principles of IAS 39 as described below.

(e){i) Deemed loan to Originator

Under IFRS, if a transferor retains substantially all the risks and rewards associated with the transferred assets, the transaction Is
accounted for as a financing transaction, notwithstanding that it is a sale transaction from a legal perspective. The members of the LLP
have concluded that Lloyds has retained substantially all the risks and rewards of the pool of mortgage loans and as a consequence, the
LLP does not recognise the mortgage loans on its Balance sheet but rather a deemed loan to Originator, where recourse to Lloyds is
limited to the cash flows from the mortgage loans and any additional credit enhancement provided by Lloyds.

The initial amount of the deemed loan to Lloyds corresponds to the consideration paid by the LLP for the morigage loans. The LLP
recognises principal and interest cash flows from the underlying pool of mortgage loans only to the extent that it is entitled to retain such
cash flows. Cash flows attributable to Lloyds are not recognised by the LLP.

The deemed loan to Originator is classified within ‘loans and receivables'. The initial measurement is at fair value with subsequent
measurement being at amortised cost using the effective interest method. The effective interest on the deemed loan is calculated with
reference to the interest eamed on the beneficial interest in the mortgage paortfolio less the residual interest due to Lloyds. Under the terms
of the mortgage sale agreement, Lloyds retains the night to receive excess income arising on those loans, as deferred consideration, after
certain higher priority payments have been met by the LLP.
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Notes to the financial statements (continued)
For the year ended 31 December 2016

1.

Significant Accounting policies (continued)

(e)(i) Deemed loan to Originator (continued)

Impairment of financial instruments

The deemed loan to the Originator is subject to impairment reviews in accordance with IAS 39. A charge for impairment would be
recognised where there is a risk that the income on the deemed loan is insufiicient to meet the liabilities ot thé LLP. This could occur if the
credit quality of the morigage assets that are pledged as collateral for the loan significantly deteriorated. Taking into account the credit
enhancement provided by, amongst other features, the overcollateralisation of the LLP, the members cumrently consider that no

impairment exists.

Swaps with Originator

The deemed loan consists of the failed sale of the sterling mortgage assets, an interest rate swap and foreign currency swaps held with
Lloyds to match the receipts from the mortgage assets to the currency and interest rate basis of the term loans.

Interest rate risk associated with the deemed loan to the Originator is managed by means of an interest rate basis swap with Lloyds, which
requires the LLP to pay an amount calculated with reference to the interest received on the beneficial interest in the mortgage portfotio and
receive payments based on a rate linked to one-month Sterling London Interbank Offered Rate (LIBOR).

Foreign currency and further basis risk between the mortgage assets and the term loans from the Originator is managed by means of
foreign currency swaps with Lloyds and Natixis and a basis swap with Lloyds. These require the LLP to pay sterling floating rate and
receive amounts which match the currency and rates of the term loans.

The swaps with Lioyds are not recognised separately as financial instruments as the amounts payable under each swap reflect interest
flows from the mortgage loans which are not recognised by the LLP for accounting purposes. Instead, the deemed loan to Lioyds is
recognised with an effective interest rate and currency which incorporate the net amounts received or paid under the swaps. The currency
swap with Natixis is recognised separately in the financial statements.

Interest receivable or payable on the swaps is accounted for on an accruals basis within interest receivable on the deemed loan.

(e)(ii) Cash & cash equivalents

The LLP holds deposits with the provider of a Guaranteed Investment Contract bank account and a transaction bank account with the
same provider. These accounts are held in the LLP's name and meet the definition of cash and cash equivalents. All cash disclosed on
the face of the Balance Sheet is restricted by a detailed priority of payments set out in the Programme Documentation. As the cash can
only be used to meet certain specific liabilities and is not available to be used with discretion, it is viewed as restricted cash.

These bank accounts are classified as ‘loans and receivables’ in accordance with IAS 38 and income is being recorded within interest
receivable and similar income using the effective interest method.

{e)(ili) Derivative financial instruments

All denivatives are recognised at their fair value. Fair values are obtained from quoted market prices in active markets, including recent
market transactions, and using valuation techniques, including discounted cash flow and options pricing models as appropriate.
Derivatives are carried in the balance sheet as assets when their fair value is positive and as liabilities when their fair value is negative.
Changes in the fair value of any derivative instrument that is not part of a hedging relationship are recognised immediately in the
Statement of Comprehensive Income.

The fair value of derivative contracts is the estimated amount that the LLP would receive or pay to terminate the swap at the Balance
Sheet date, taking into account current interest rates and exchange rates.

(e)(iv) Foreign currency

The bonds secured against the LLP are denominated in Euro, Sterling and Norwegian Kroner. The members consider Sterling to be the
LLP's functional currency, as it most closely represents the economic effects of its underlying transactions, and the financial statements

are presented in Sterling.

Foreign currency transactions are translated into Sterling using the exchange rate prevailing at the date of the relevant transaction. All
foreign currency balances existing at the Balance Sheet date are translated into Sterling using the exchange rate at that date.

(e)(v) Financial guarantees

Financial guarantees are contracts that require the LLP to make specified payments to reimburse the Noteholder for a loss it incurs
because a specified debtor fails to make payment when due in accordance with the terms of a debt instrument. No additional liability over
and above the interest and principal already detailed in the accounts would be payable.

Where the LLP enters into financial guarantee contracts to guarantee the indebtedness of Lloyds, the LLP treats such guarantee contracts
as a contingent liability until such time as it becomes probable that the LLP will be required to make payments under the guarantee.
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Notes to the financial statements (continued)
For the year ended 31 December 2016

1.

Significant Accounting Policies (continued)

{e)(vi) Loans and borrowings

U]

(a)

(h)

0]

@

(k)

Loans and borrowings are recognised initially at fair value less directly related incremental transaction costs. Subsequent to initial
recognition, loans and borrowings are stated at amortised cost with any difference between cost and redemption vatue being recognised in
the statement of comprehensive income over the period of the borrowings on an effective interest basis. The term loans (equivalent ta the
proceeds of the Covered Bonds issued) which are received from Lloyds are also accounted for on this basis.

Capital contributions from members are non-interest-bearing but a nominal profit share amount is paid out in accordance with the priority of
payments (see (f) below) and included as part of profit for the financial year available for division amongst members.

Contributions and drawings

Under the terms of the Programme Documentation for the sale of the morigage loans, Lioyds is treated as having made a capital
contribution to the LLP in an amount equal to the difference between the current balance of the mortgage loans sold at each transfer date
and the cash payment made by the LLP for the mortgage loans and relevant security on that transfer date. The outstanding capital
contributions are not reflected in the financial statements of the LLP as there has been no sale of mortgages for accounting purposes.

Lioyds may from time to time make cash contributions to the LLP which will constitute cash capital contributions. No interest is paid on the
members' capital balances. Capital distributions may only be made in accordance with the Programme Documentation where sufficient

principal receipts are available and higher priority payments have been made.

Under the priority of payments, payment to the members of the sum of £3,000 in aggregate (or such other sum as may be agreed by
members from time to time), is allocated to each member in proportion to their respective capital contribution balances as at the relevant
calculation date, subject to a minimum of £1 each, as their profit for their respective interests as members in the LLP.

During the year and in the previous year, £2,999 was allocated to Lloyds and £1 was allocated to Lloyds Bank Covered Bonds (LM)
Limited.

Segment reporting
A business segment is a group of assets and operations engaged in providing products or services that are subject to risks and returns

that are different from those of other business segments. A geographical segment is engaged in providing products or services within a
particular economic environment that is subject to risks and returns that are different from those segments operating in other economic

environments.

Critical accounting estimates and judgements

The preparation of the financial statements necessarily requires the exercise of judgement both in the application of accounting policies
and in the selection of assumptions used in the calculation of accounting estimates.

These judgements are reviewed on an ongoing basis and are continually evaluated based on historical experience and other factors. The
most significantly affected component of the financial statements and associated critical judgements is as follows:

Fair Value Calculations

Fair value is defined as the value at which assets, liabilities or positions could be closed out or sold in a transaction with a willing and
knowledgeable counterparty. Fair value is based where available on quoted market prices and upon cash flow models which use,
wherever possible, independently sourced market parameters such as interest rate yield curves and currency rates. Other factors are also
considered, such as counterparty credit quality and liquidity.

Related parties

In accordance with the provisions of IAS 24 ‘Related Party Disclosures’, the LLP has disclosed details of transactions with its related
parties, Lloyds and Intertrust.

Other payables
Other payables are stated at cost, or at amortised cost if deemed to be a financial liability.

Value added tax

Value added tax is not recoverable by the LLP and is included with its related cost.
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Notes to the financial statements (continued)
For the year ended 31 December 2016

2.

Interest receivable and similar income

2016 2015
£'000 £'000
Interest receivable on deemed loan 530,995 539,977
Bank interest receivable 976 1,194
531,971 541,171
Interest payable and similar charges
Interest payable on term loans 535,979 541,811
Fair Value gains
(Loss)/Gain on retransiation of Euro loan notes to Sterling (108,244) 44,538
Fair value gain/(loss) on Euro currency swap 129,441 (41,183)
Net fair value on currency swap derivatives 21,197 3,355

Fair value movements reflect the market value of the derivatives and swap interest payable. The Notes issued were economically hedged
using derivative contracts and so gains or losses recognised to date are expected to reverse in the future.

Operating expenses

2016 2015

£'000 £'000

Administration Charges 29 22
Audit fees 19 19
48 41

Audit fees relate to the statutory audit. Other fees are also payable to the auditors and their associates for services provided to the
programme. These are paid directly by Lloyds and amounted to £94,830 (2015: £105,874).

The audit fee for the current year, net of VAT, was £16,000 (2015: £16,000).

The LLP had no employees during the year (2015: none) and none of the members received any emoluments from the LLP in the current
or previous year. The administration charge represents fees charged by Intertrust Management Limited ("Intertrust Management”)
(previously Structured Finance Management Limited ("SFM")), in connection with its provision of corporate management services to the

LLP and related companies.

Deemed loan to the Originator

The mortgage portfolio, which is accounted for as a deemed loan to Originator and in which the LLP holds a beneficial interest, is held by
Lloyds. The mortgage loans are secured on residential property in England, Wales and Scotland. Mortgages in the pool have to fulfil
certain criteria. If they fail to do so they are removed from the pool and the pool may be replenished.

2016 2015
£'000 £'000
Non current
Principal 20,030,032 16,455,015
Current
Interest 42,115 41,123
Deemed loan to the Originator 20,072,147 16,496,138

The loan is expected to be repaid on the final maturity date of the term loans.
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Notes to the financial statements (continued)
For the year ended 31 December 2016

7.

Loans and borrowings

Loans and borrowings comprise a series of term loans from Lioyds, equivalent to the amounts raised under the Covered Bond
Programme. The term loans are held in a number of different currencies and have interest charged on either a fixed rate basis or at a rate

set in reference to LIBOR for three month sterling deposits.

Lloyds will not be relying on repayment of any term loan by the LLP nor the interest thereon in order to meet its repayment or interest
obligations under the Covered Bonds. The term loans will not be repaid by the LLP until amounts payable under the corresponding series
of Covered Bonds have been repaid. Amounts owed by the LLP will be paid in accordance with the priority of payments as detailed in the

Programme Documentation.

The Covered Bonds issued by Lloyds are unconditionally guaranteed by the LLP. Under the terms of the Trust Deed, the LLP has provided
a guarantee as to payments of interest and principal under the Covered Bonds, where amounts would otherwise be unpaid by Lloyds. The
obligations of the LLP under its guarantee constitute direct obligations of the LLP secured against the assets from time to time of the LLP
and recourse against the LLP is limited to such assets. The principal asset is the beneficial interest in the mortgage loans acquired from

Lloyds.

Non Current 2016 2015
Principal £'000 £'000
Term loans with Lloyds;
GBP - priced against 3 month Libor 2,805,000 3,700,000
Weighted average margin +0.27% (2015: +0.62%)
EUR ~ fixed rate 10,113,503 7.322471
Weighted average rate 2.03% (2015: 2.27%)
GBP - fixed rate 4,240,000 4,240,000
Weighted average rate 4.91% (2015: 4.91%)
NOK - fixed rate 342,876 277,922
Weighted average rate 5.44% (2015: 5.44%)
Non Current Total 17,501,379 15,540,393
Current
Principal
Term loans with Lioyds;
GBP - priced against 3 month Libor 2,000,000 0
Weighted average margin +0.95% (2015: nil)
EUR - fixed rate 1,072,800 1,286,708
Weighted average rate 3.50% (2015: 4.12%)

3,072,800 1,286,708
Accrued interest
interest due on term loans 42,115 41,123
Total Current 3,114,915 1,327,831
Total 20,616,294 16,868,224
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Notes to the financial statements (continued)
For the year ended 31 December 2016

8. Derivative assets / liabilities

The principal derivatives used by the LLP are exchange rate and interest rate contracts.

These contracts include forward exchange contracts including interest rate basis swaps. A forward foreign exchange contract is an
agreement to buy or sell a specified amount of foreign currency on a specified future date at an agreed rate. Currency swaps generally
involve the exchange of interest payment obligations denominated in different currencies; the exchange of principal is actual.

The principal amount of the contract does not represent the LLP’s real exposure to credit risk which is limited to the current cost of
replacing contracts with a positive value to the LLP should the counterparty default. To reduce credit risk the LLP only deals with highly
rated counterparties and uses credit enhancement techniques such as collateralisation, where security is provided against the exposure.
No collateral is currently being held as the swap conditions are met. Fair values are obtained from quoted market prices in active markets,
including recent market transactions, and using valuation techniques, including discounted cash flow and options pricing models as

appropnate.

The notional principal amount and fair value of instruments entered into was:

2016 2015
£'000 £'000
Exchange and / or Interest Rate contracts:
Notional principal amount 1,072,800 823,200
Fair value
Assets 94 498 -
Liabilities - 46,894
9. Other payables
2016 2015
£'000 £'000
Audit fee accrual 19 19
19 19
10. Total members' interests
Members' Reserves Total Loans due Total
capital to/(from)
members
£'000 £000 £'000 £000 £'000
Members' interests as at 1 January 2016 - 34,438 34,438 418,980 453,418
Profit for the year available for division among
members - 17,141 17,141 - 17,141
Loans introduced by members - - - (3,576,009) (3,576,009)
Repaid to members ’ - - - 3,748,070 3,748,070
Derivative assets / liabilities - - - (141,392) (141,392)
Members' interests as at 31 December 2016 - 51,579 51,579 449,649 501,228

The loans and other debts due to/(from) members can be analysed as follows:

Amounts due to members

Amounts due from members

15 Lloyds Bank Covered Bonds LLP
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Notes to the financial statements (continued)
For the year ended 31 December 2016

10.

1.

Total members' interests (continued)

Members' interests as at 31 December 2015

Members’ Reserves Total Loans due Total
capital to/(from)
members
£'000 £'000 £'000 £'000 £'000
Members' interests as at 1 January 2015 - 31,764 31,764 481,331 513,095
Profit for the year available for division among
members - 2,674 2,674 - 2,674
Loans introduced by members - - - (1,411,223) (1.411,223)
Repaid to members - B - 1,306,568 1,306,568
Denvative Liabilities - - - 42,304 42,304
Members' interests as at 31 December 2015 - 34,438 34,438 418,980 453 418
The loans and other debts due to/(from) members can be analysed as foliows: Members’ interests as at 31
December 2015
£'000
Amounts due to members 16,915,118
Amounts due from members (16,486,138)
Members' interests as at 31 December 2015 418,980

Management of risk

All of the LLP's assets and liabilities have been classified as financial instruments in accordance with IAS 32 'Financial Instruments:
Presentation’.

The LLP's financial instruments principally comprise a deemed loan to Lloyds (equivalent to the value of the LLP's investment in Lioyds
mortgages), derivative contracts, cash and liquid resources, loans and borrowings and various other receivables and payables that arise

directly from its operations.

The principal risks arising from the LLP's financial instruments are credit risk, foreign currency and interest rate risk and liquidity risk.
Further detailed analysis of the risks facing the LLP in relation to its financial instruments is provided below.

The LLP's exposure to risk on its financial instruments and the management of such risk is largely determined at the initial set-up of the
LLP. The LLP's activities and the role of each party to the transaction is clearly defined and documented. Cash flow modelling, including
multiple stress scenarios, is carried out as part of the structuring of the transaction. For this reason, sensitivity to risk is minimal.

In addition interest rate swaps and foreign currency swaps have been entered into with the Originator and Natixis as part of the transaction
to hedge interest rate and foreign currency risks arising in the transaction including the obligations under the term loans. The derivative
counterparty is selected as a regulated financial institution and this reduces the risk of default and loss for the LLP. Additional credit
protection may be afforded by the requirement for the derivative counterparties to post collateral in the event of a downgrade to a

counterparty's credit rating.

Following initial set-up, the Management Board monitors the LLP's performance, reviewing monthly reports on the performance of the
mortgages. Such review is designed to ensure that the terms of the Programme Documentation have been complied with, that no
unforeseen risks have arisen and that the interest and principal on the term loans have been paid on a timely basis. Where necessary, the
members also make appropriate enquiries of the LLP's professional advisers conceming specific matters which may affect the nature and

extent of particular risks to the LLP.
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Notes to the financial statements (continued)
For the year ended 31 December 2016

11a.

Credit risk
Credit risk arises where there is a possibility that a counterparty may default on its financial obligations resulting in a loss to the LLP.

The LLP has a concentration of risk to Lloyds as the Originator of the mortgages, the LLP’s bank account provider, swap counterparty,
servicer of the mortgages and cash manager.

Credit risk arises on the individual loans within the mortgage loan portfolio which are in tum secured on UK residential properties. The
performance of these mortgage loans is therefore influenced by the economic background and the UK housing market. The ability of the
LLP to pay the term loan interest and principal to Lloyds will depend on the amount and timing of payments of interest and principal on the
mortgage loans by the borrowers.

In terms of arrears management, the LLP has engaged a servicer of the mortgage loans in the portfolio to help reduce the risk of loss. The
servicer is required to monitor repayments on the mortgage loans in accordance with its usual credit policies. The servicer is also
responsible for ensuring mortgage loans in the pool meet the eligibility criteria set out in the Programme Documentation.

The income on the mortgage pool is expected to exceed the LLP's expenses and the interest payable on the term loans. Any excess
income that is not required to meet expenses or interest payments is retumed to the Originator as deferred consideration.

Credit risk for the LLP is mitigated by the amount of over collateralisation of the beneficial interest in mortgages which is provided by
Lloyds and which is monitored using the ACT. The over collateralisation is available in full for the benefit of the LLP. The Programme
Documentation provides that the LLP and its members should ensure that the adjusted aggregate loan amount of the mortgage poo! asset
and cash is at least equal to or greater than the aggregate amount outstanding on the Covered Bonds on each calculation date after taking
into account other deductions. The adjusted loan amount is the balance of the mortgage loans after adjusting for various set-offs and
adjustments unigue to particular groups of loans, together with allowances for loan defaults. The credit support as derived from the ACT as
at 31 December 2016 was £1,393,851k (2015: £2,889,540k).

In the event that there is a breach of the ACT, Lloyds is required to take steps to make good the deficit by providing the necessary capital
contributions in order that the ACT breach is cured before the next ACT calculation. if there is a breach at the following calculation date,
this will constitute a Lloyds Event of Default, which will entitle the Bond Trustee to serve a Lioyds Acceleration Notice on the Issuer of the
Covered Bonds. Upon service of such notice, the Bond Trustee will serve a Notice to Pay on the LLP under the Covered Bond guarantee.
This would require the LLP to repay all amounts outstanding on the Covered Bonds, including principal and accrued interest amounts.

The total mortgage pool made available to the LLP at 31 December 2016 amounted to £24,940,594k (2015: £24,718,434k). As noted in
the accounting policies section, the LLP does not recognise the mortgage pool but rather a deemed loan to the Originator.

To the extent that the income on the deemed loan does not provide sufficient funds to recover the LLP's investment in the mortgage
portfolio, the LLP has no further claim on the assets of Lioyds. During the current year, sufficient cash has been received from the deemed
loan to enable the LLP to make all necessary payments on the term loans following repayment of the related series of Covered Bonds by

Lloyds.

The LLP assesses its counterparties for credit risk before contracting with them. Credit rating is the main method used to measure credit
risk. In accordance with the criteria of the rating agencies that rate the Covered Bonds issued by Lloyds and by association the term loans
received by the LLP, the Programme Documentation contains various rating triggers linked to each counterparty, which require certain
actions to be taken if triggers are breached.

Counterparty Rating as at Rating as at of approval of
31 December 2016 financial statements
{Moody's/Fitch) (Moody's/Fitch)
Covered bond swap, interest rate swap and Lioyds Bank Plc P-1/F1 7 At1IA+ P-1/F11 A1/A+
bank accounts
Covered bond swap Natixis, London P-1IF1 1 A2/IA P-1/F1 /1 A2/IA

In the event that a swap counterparty is downgraded by a rating agency below the ratings specified in the relevant swap agreement, the
relevant swap provider will be required to take certain remedial measures as defined in that agreement which may include providing
collateral for its obligations under the relevant swap, arranging for its obligations to be transferred to an entity with sufficient rating,
procuring another entity with sufficient rating to become co-obligor for its obligations, or taking such other action as it may agree with the

relevant rating agency.
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Notes to the financial statements (continued)
For the year ended 31 December 2016

11a. Credit risk (continued)
Financial assets subject to credit risk
The maximum exposure to credit risk anising on the LLP's financial assets at the reporting date is disclosed in the table below and equates
to canrying value.
2016 2015
Assets held at amortised cost £'000 £'000
Cash and cash equivalents 501,247 453,437
Deemed Loan to Originator 20,072,147 16,496,138
20,573,394 16,949,575
At the Balance Sheet date all financial assets subject to credit risk were neither past due nor impaired.
Securitised mortgage assets
Secured mortgage loans can be analysed according to the rating systems used by the LLP and the Originator when assessing customers
and counterparties.
For the purposes of the LLP's disclosures regarding credit quality, total secured mortgage loans subject to credit risk have been analysed
as follows:
2016 2015
£'000 £'000
Neither past, due nor impaired 24,441,192 24,178,420
Past due, but not impaired 357,107 415,070
Impaired 142,186 124,944
24,940,485 24,718,434
In respect of LBG's secured mortgage portfatio, ‘past due' is when a borrower has failed to make a payment when contractually due. The
definition of impaired loans refers to those which are six months or more in arrears (or certain cases where the borrower is bankrupt or is in
possession).
Secured mortgage assets
Securitised foans and advances which are past due, but not impaired: 2016 2015
£'000 £'000
0-30 days 181,366 217,487
30 to 60 days 76,946 80,497
60 to 80 days 32,932 49,597
90 to 180 days 65,863 67,489
357,107 415,070
The number and vaiue of loans currently in arrears will have a bearing on the receipt of cash by the LLP. Key indicators are as follows:
- At 31 December 2016 2,296 accounts were in arrears by three or more months which represents 0.97% of the
mortgage pool (31 December 2015: 2,225 0.97%).
- At 31 December 2016 the number of properties in possession amounted to nil (31 December 2015: 9).
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Notes to the financial statements (continued)
For the year ended 31 December 2016

11b.

11c.

Foreign currency and interest rate risk

Interest rate and foreign currency risks exist where assets and liabilities have different currencies and interest rates set under a different
basis or which reset at different times. The mortgage assets, the term loans and the cash and cash equivalents are exposed to these risks.
The LLP minimises its exposure to such risks by ensuring that the foreign currency and interest rate characteristics of assets and liabilities
are similar, where this is not possible the LLP uses derivative financial instruments to mitigate these risks.

The underlying mortgage pool comprises mortgage loans which are subject to variable rates of interest set by Lioyds based on general
interest rates and competitive considerations, mortgage loans which track the Bank of England base rate and mortgage loans which are
subject to fixed rates of interest. To mitigate the changes in interest and foreign currency rates that may result in the interest cash flows
from the mortgage pool being insufficient to meet the payments under the term loans, the LLP has entered into currency and basis swaps
with Lloyds and Natixis. The basis swaps substantially eliminate the sensitivity to movements in interest rates and the currency swaps
eliminate the sensitivity to movements in foreign currency rates.

The effect of currency and interest rate movements has no bearing on the results of the LLP due to the use of derivative contacts.
However, the LLP is exposed to volatility in the fair value of the derivative contract held with Natixis. This fair value will reverse over the life
of the derivative contract to nil. As at 31 December 2016, the term loan to which the Natixis derivative contract relates totals £858,240,000
(31 December 2015: £735,262,000). The derivative notional value is £823,200,000 with a mark to market valuation movement of
£17,138,000. (31 December 2015: £34,417,000).

Liqulidity Risk
Liquidity risk is the risk that the LLP is not able to meet its financial obligations as they fall due.

The LLP's ability to meet payments on the term loans as they fall due is dependent on timely receipt of funds from the deemed loan to
Originator which may be delayed due to slow repayment on the mortgage portfolio (see 11(a) credit risk above).

Principal repayments are made on the term loans with Lioyds in accordance with the LLP's principal priority of payments and reflect the
amount of principal collection on the underlying mortgage loans. In the event that the LLP does not have sufficient cash flows from the
underlying mortgage loans in order to be able to repay the term loans as and when they fall due, the members may be required to make
cash capital contributions, extend the repayment of the term loans, or sell mortgages from the mortgage pool, in accordance with the terms
of the Programme Documentation.

The liquidity tables below reflect the undiscounted cash payments which will fall due if the structure continues until the contractual maturity
date as set out in the Programme Documentation. It is anticipated that the interest and principal received on the deemed loan to
Originator will be sufficient to allow repayment of the term loans.

Carrying Contractual Not later than  Laterthan one Laterthan three Later than one year Later than five
Value repayment value one month month not later months not later and not later than years
than 3 months than one year five years

2016

£'000 £'000 £000 £'000 £'000 -£'000 £'000

Principal

I;';:;“"sw““ 17,501,379 17,501,379 2,072,800 1,000,000 - 8,799,313 8,702,065
Other Payables 19 19 19 -
Interest payable

I;';:s'“"s with 42,115 3,891,128 54,814 97,201 434,286 1,964,216 1,340,612

17,543,613 21,392,526 2,127,633 1,097,201 434,286 10,763,529 10,042,677
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Notes to the financial statements (continued)
For the year ended 31 December 2016

11c.

11d.

Liquidity Risk {(continued)

Carrying Contractual Not laterthan  Later than one Later than three Later than one year Later than five
Value repayment value one month month not later months notlater and not later than years
than 3 months than one year five years
2015
£'000 £'000 £'000 £'000 £'000 £'000 £'000

Principal
Term loans with 16,827,101 16,827,101 - - 1,286,708 7.811,314 7,729,079
Lioyds
Other Payables 19 19 19 - - - -
Interest payable
I;’;‘;;““s with 41,123 3,581,008 44,674 86,466 360,529 1,645,518 1,543,821

16,868,243 20,408,128 44,693 86,466 1,647,237 9,356,832 9,272,900

Fair values

The fair values of the LLP's main financial instruments are detailed below:

Financial assets and liabilities carried at fair value
The financial instruments below are analysed by valuation method. The different levels are defined as follows:
- Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1).

- Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly (that is,
as prices) or indirectly (that is, derived from prices) (Level 2).
- Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (Level 3).
Derivatives

Fair value of derivative assets and liabilities is based, where available, on quoted market prices and upon cash flow models which use,
wherever possible, independently sourced market parameters such as interest rate yield curves and currency rates. Other factors are also
considered, such as counterparty credit quality and liquidity. The valuation method is consistent with commonly used market technigues.
For this reason, in accordance with "IFRS 7 Financia! Instruments: Disclosures", the fair value measurement is considered to be Level 2 in

the Fair Value Hierarchy.
Financial assets and liabilities carried at amortised cost

Deemed Loan to Originator

The carrying value of the variable rate loans is assumed to be their fair value. The deemed loan to Originator is denominated in Sterling
and is at variable rate of interest (LIBOR), therefore is considered to be a close approximation to fair value.

Loans and Borrowings

The loans are held in a number of different currencies and translated to Sterling using the exchange rate at the balance sheet date. They
are carried at amortised cost which is considered to be a reasonable approximation of fair value. The loans carry interest calculated on
either a fixed rate basis or at a rate set in reference to three month LIBOR.

Trade and other payables

Trade and other payables are recognised on an amortised cost basis that is considered to be a close approximation to fair value due to the
short nature of these liabilities.
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12

Related parties

The LLP is a special purpose entity controlled by Lioyds, one of the two designated members. The second designated member is Lloyds
Bank Covered Bonds (LM) Limited. Lloyds is a subsidiary undertaking of LBG.

The LLP has provided a loan to Lloyds (the Originator of the mortgages), on which the LLP receives income. In addition, the LLP paid cash
management and mortgage loan servicing fees to Lioyds during the year in connection with the provision of services defined under the
Programme Documentation. Lloyds is the counterparty to the interest rate swap and one of the counterparties for the foreign currency
swap agreements. The swap payments and management fees are included in the income from the deemed loan.

Intertrust Corporate Services Limited (“Intertrust CS") (previously SFM Corporate Services Limited) is the immediate parent company of
Lloyds Bank Covered Bonds Holdings Limited, the majority shareholder of Lioyds Bank Covered Bonds (LM) Limited. Intertrust CS is a
wholly owned subsidiary of Intertrust Management Limited (previously Structured Management Limited). The LLP pays corporate services
fees to Intertrust in connection with its provision of corporate management services to the LLP and related companies. In 2016 this

amounted to £28k (2015: £22k).

Lloyds has provided a series of term loans to the LLP, on which the LLP pays a variable rate of interest. Certain expenses which are
included in other operating expenses may subsequently be paid or reimbursed directly by Lloyds. The LLP has placed funds on deposit in
a Guaranteed Investment Contract account provided by Lloyds, and it is contractually entitied to a variable rate of interest of 20 basis

points per annum below LIBOR for one-month Sterling deposits.

During the year, the LLP undertook the transactions set out below with companies within the Lloyds group:

Other Other
Parent Related Parent Relgted
Parties Parties
2016 2016 2015 2015
£'000 £'000 £'000 £'000
Internct ivable and similar i
Income from deemed loan to Originator 530,995 - 539,977 -
Bank interest receivable 976 - 1.194 -
Int t payable and similar charges
Interest payable to Lloyds on term loans §35,979 - 541,811 -
Operating expenses - 28 - 22
Assets
Cash and cash equivalents 501,247 - 453,437 -
Deemed loan to Originator 20,072,147 - 16,496,138 -
Liabllities
Term loan from Uoyds 20,616,294 - 16,868,224 -
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13.

14.

Future Accounting Pronouncements

The following pronouncements are not applicable for the year ended 31 December 2016 and have not been applied in preparing these
financial statements. Save as disclosed below, the full impact of these accounting changes is being assessed by the LLP.

IFRS 9 Financial Instruments

IFRS 9 replaces IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 requires financial assets to be classified into one of
three measurement categonies, fair value through profit or loss, fair value through other comprehensive income and amortised cost, on the
basis of the objectives of the enlity’s business model for managing its financial assets and the contractual cash flow characteristics of the
instruments. These changes are not expected to have a significant impact on the LLP.

IFRS 9 also replaces the existing ‘incurred loss’ impairment approach with an expected credit loss approach. This change in approach is
not expected to have a significant impact on the LLP.

The hedge accounting requirements of IFRS 9 are more closely aligned with risk management practices and follow a more principle-based
approach than IAS 39. The revised requirements are not expected to have a significant impact on the LLP.

IFRS 9 is effective for annual periods beginning on or after 1 January 2018. This standard was endorsed in November 2016.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 replaces IAS 18 Revenue and IAS 11 Construction Contracts. IFRS 15 establishes principles for reporting useful information
about the nature, amount, timing and uncertainty of revenue and cash flows arising from an entity's contracts with customers. Revenue is
recognised at an amount that reflects the consideration to which the entity expects to be entitied in exchange for goods and services.
Financial instruments, leases and insurance contracts are out of scope and so this standard is not expected to have a significant impact on
the LLP.

IFRS 15 is effective for annual periods beginning on or after 1 January 2018. As at March 2017, this standard is awaiting EU endorsement.

Ultimate parent undertaking and controlling party

The designated members of the LLP are Lioyds Bank plc and Lloyds Bank Covered Bonds (LM) Limited (as Liquidation Member).

For accounting purposes under IFRS, the LLP's ultimate parent and controlling party is Lloyds Banking Group plc. The LLP's results are
included within the consolidated financial statements of Lloyds Banking Group plc. Copies of the group financial statements may be
obtained from the Company Secretary's Office, Lloyds Banking Group plc, 25 Gresham Street, London EC2V 7HN.

The Company meets the definition of a special purpose entity under IFRSs.In accordance with IFRS 10 Consolidated Financial
Statements, the Company's financial statements are consolidated within the group financial statements of LBG for the year ended 31

December 2016.
The parent undertaking, which is the parent undertaking of the smallest group to consolidate these financial statements is Lloyds Bank plc.

Copies of the consolidated annual report and accounts of Lloyds may be obtained from Group Secretariat, Lioyds Banking Group plc, 25
Gresham Street, London, EC2V 7HN or downloaded via www.lloydsbankinggroup.com.

The ultimate parent undertaking and controlling party is LBG, which is the parent undertaking of the largest group to consolidate these
financial statements. Copies of the consolidated annual report and accounts of LBG may be obtained from LBG's head office at 25
Gresham Street, London EC2V 7HN or downloaded via www.lloydsbankinggroup.com.
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