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FCE Bank plc. (FCE or the Company) is a wholly owned subsidiary of 

Ford Motor Credit Company (FMCC). The goal of FCE is to support the 

sales of its automotive partners (Ford, Jaguar, Land Rover, Mazda, and 

Volvo) while adding value for its shareholder. FCE is a pan-European 

bank employing approximately 3,000 people who provide automotive 

financial services to dealers, retail and fleet customers in 20 countries 

across Europe

In the first half of 2006 we have seen an increase in reported profits 

compared to the same period in 2005. However after adjusting for 

exceptional items and derivative fair value adjustments as detailed 

in the Key Financial Data section the underlying profit performance 

has declined. The reduction in adjusted profits is primarily due to 

higher borrowing costs and the fact that FCE’s balance sheet has 

contracted. The lower level of receivables reflects a strategic decision 

to focus on Ford and related manufacturer brands rather than providing 

finance for other franchises, outsourcing the provision of FCE’s full 

service lease products, and lower wholesale vehicle stocking by FCE’s 

automotive partners.

As highlighted in the last year-end Chairman’s statement, FCE 

continues to diversify its funding sources to protect liquidity and 

mitigate funding costs. Securitisation is a key component of FCE’s 

funding programme (see note 5 to these accounts) and in the first 

half of this year FCE launched its largest number and value of 

securitisation transactions to date. In April, FCE UK completed a  

£1.1 billion retail securitisation deal, and in June a further £1.1 billion 

retail transaction in Germany was completed. As a result of the 

increase in securitisation and the lower level of receivables FCE is 

becoming less reliant on FMCC for funding (see note 7 to the accounts).

In July FCE’s credit rating from Standard & Poor’s was assigned at 

one notch above its parent. I believe that this higher rating can be 

attributed to the fact that FCE’s loan losses are low, current credit 

quality is excellent and the near-term outlook remains favourable. 

FCE’s asset quality benefits from its complete focus on secured 

lending and sound credit procedures.

During the first half of 2006 FCE has continued to work closely with 

its automotive partners to support the launch of new vehicles with 

finance offers which are integrated into the vehicle ‘take-to-market’ 

strategy. In addition we actively drive value from our relationship with 

outsourced partners, such as those who supply insurance products. 

By doing this FCE can be first to the market with appropriate and 

competitive financing and insurance offers.

In February 2006 FCE celebrated the 80th anniversary of its German 

operation. Founded in 1926 as Ford Credit Company Aktiengesellschaft, 

this is both the oldest business unit of FMCC and was the first 

automotive bank in Germany. In July 2006 Mazda Credit was launched 

in Ireland which is FCE’s newest business venture. 

FCE continues to combine the benefits of a highly successful multi-

national organisation, with one which is responsive to local needs. 

Our success depends upon a close working co-operation with our 

automotive partners and our dealers. This solid set of results 

underlines the fact that this combination remains an effective and 

attractive business model. Although the business environment may 

be difficult, I am confident that the team at FCE has the capabilities, 

focus and commitment to continue to adapt to new circumstances 

and to continue to successfully deliver strong results.

Bernard B Silverstone

Chairman, FCE Bank plc.

28 September 2006

The Chairman’s statement
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Key Financial Data

Profitability

Profitability – Profit before tax (PBT) and ‘Adjusted PBT’ for the periods below was as follows.

Excluding exceptional gains and derivative fair value adjustments, adjusted 
PBT for the first half of the year was £158 million, down £14 million from 
a year ago, primarily reflecting lower revenue due to the contracting 
balance sheet.

FCE uses derivatives to manage interest rate and currency risks and, 
as a matter of policy, does not use derivatives for speculative purposes. 
For interest rate risk management, FCE uses primarily interest rate 
receive-float swaps which change the interest characteristics of debt 
from floating to fixed rate. Consequently, the fair value of derivatives 
increases in periods of rising forward interest rates and decreases in 
periods of falling forward interest rates. The fair value adjustment to 
derivatives for the periods disclosed result primarily from changes in 
forward interest rates during the same periods. As the derivative fair 
value adjustment does not reflect accruals accounting for the underlying 
assets and liabilities. This adjustment has been excluded in the 
calculation of ‘Adjusted PBT’.

 

Future Prospects 

Significant balance sheet growth is not anticipated as FCE continues to 
focus on the core business of supporting Ford owned brands, and on 
margin protection.

Margin pressure can be expected to grow, following increases in 
Euribor rates in the first half of the year and anticipated further rate rises 
in the next few months.

Credit losses are expected to increase in the second half of the year 
from their current historically low levels. 

  First Half First Half Second Half 

Adjusted PBT excluding exceptional gains 2006 2005 2005

and derivative fair value adjustments £ mil £ mil £ mil

PBT including exceptional items £195 £172 £184

Deduct exceptional gains as detailed in Note 3 8 28 6

PBT excluding exceptional gains 187 144 178

Deduct fair value adjustments to derivative financial instruments  29 (28) 45

Adjusted PBT £158 £172 £133
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Balance Sheet

Average loans and advances for the half year ended June 30 2006 were 
£15,208 million, down £243 million from the first half of 2005, primarily 
reflecting lower contracts outstanding in line with the strategic decision 
to focus on funding Ford and related manufacturer brands rather than 
providing finance for other franchises, outsourcing the provision of 
FCE’s full service lease products, and lower wholesale vehicle stocking 
by FCE’s automotive partners.

Key Financial ratios

The key financial ratios are displayed on the facing page.

Ratios for margin and operating cost efficiency as at June 2006 are 
little changed compared with the prior year.

Return on equity for the first half of the year has declined to 9.60% 
from 12.43% for same period one year ago, reflecting the increase in 
average year equity due to earnings retained in the period. 

FCE’s capitalisation has been strengthened as a result of both the 
increase in equity and the reduction in the balance sheet size in the year 
to June 2006.

The ratio for Adjusted Common Equity (ACE) as a percentage of risk 
weighted assets has increased to 14.36% at June 30, 2006 from 11.96% 
a year ago.

• Adjusted Common Equity (ACE) = End of period shareholders’ equity 
less goodwill and other intangible assets,

• Adjusted Total Equity (ATE) = ACE plus perpetual subordinated debt 
(see Note 9),

• Risk Weighted Assets = Assets multiplied by the appropriate 
percentage risk weighting utilised for capital adequacy ratio purposes.
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The cost ratios as displayed exclude exceptional gains in order to show underlying performance as explained in  
the table contained on page 5. (Including exceptional items would improve the ratios.)

Key Financial Data

  Half year  Half year

  ended ended

  2006 2005

  £ mil  £ mil

A Average Year Net Receivables £15,208 £15,451 

B [i] Average Year Equity 2,168 2,028

B [ii] End of period Adjusted Common Equity (ACE) 2,191 1,908 

B [iii] End of period Adjusted Total Equity (ATE) 2,385 2,103

  INCOME:

 - Operating income £363 £424

 - Depreciation of Operating lease vehicles (63) (93)

 - Deduct exceptional items (Note 3)  (8) (17)

C  Normalised Income (Margin) £292 £314

 OPERATING COSTS:

 - Other Operating expenses £(116) £(112)

 - Office equipment and leasehold improvements depreciation (2) (1)

 - Deduct exceptional items (Note 3)  - (11)

D Normalised Operating costs £(118) £(124)

E  Net losses (Note 4) (24) (31)

F  Profit after tax £104 £126

 KEY FINANCIAL RATIOS:

 Return on Equity (F*2/B[i]) 9.60% 12.43%

 Margin (C*2/A) 3.84%  4.06%

 Cost Efficiency Ratio (D*2/A) 1.6% 1.6%

 Cost Affordability Ratio (D*2/C*2) 40% 39%

 Credit loss Ratio (E*2/A)  0.32% 0.40%

 ACE/Risk weighted assets 14.36% 11.96%

 ATE/Risk weighted assets 15.63% 13.18%

 *2 indicates annualised ratios

Peter R Jepson
Executive Director Finance and Strategy
28 September 2006
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Independent review report

Introduction

We have been instructed by the company to review the financial information 
contained in the interim report for the six months ended 30 June 2006 
which comprises the Consolidated Income Statement, the Consolidated 
Balance Sheet, the Consolidated Cash Flow Statement and the related 
notes. 

We have read the other information contained in the interim report 
and considered whether it contains any apparent misstatements or 
material inconsistencies with the financial information.

Directors’ responsibilities

The interim report, including the financial information contained therein, 
is the responsibility of, and has been approved by the directors. That 
responsibility includes applying accounting policies and presentation to 
the interim figures that are consistent with those applied in preparing 
the preceding annual accounts except where any changes, and the 
reasons for them, are disclosed.

This interim report has been prepared in accordance with the basis 
set out in accordance with the International Accounting Standard 34, 
‘Interim financial reporting’.

Review work performed

We conducted our review in accordance with guidance contained in Bul-
letin 1999/4 issued by the Auditing Practices Board for use in the United 
Kingdom. A review consists principally of making enquiries of group 
management and applying analytical procedures to the financial infor-
mation and underlying financial data and, based thereon, assessing 
whether the disclosed accounting policies have been applied. A review 
excludes audit procedures such as tests of controls and verification of 
assets, liabilities and transactions. It is substantially less in scope than 
an audit and therefore provides a lower level of assurance. Accordingly 
we do not express an audit opinion on the financial information. This 
report, including the conclusion, has been prepared for and only for the 
company for the purposes of managing its affairs and for no other purpose. 
We do not, in producing this report, 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.

Review conclusion

On the basis of our review we are not aware of any material modifications 
that should be made to the financial information as presented for the six 
months ended 30 June 2006.

PricewaterhouseCoopers LLP
Chartered Accountants
London 
28th September 2006

Notes:

(a) The maintenance and integrity of the FCE Bank plc. website is the 
responsibility of the directors; the work carried out by the auditors does 
not involve consideration of these matters and, accordingly, the auditors 
accept no responsibility for any changes that may have occurred to the 
interim report since it was initially presented on the web site. 
 
(b) Legislation in the United Kingdom governing the preparation and 
dissemination of financial information may differ from legislation in 
other jurisdictions.
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Consolidated income statement
For the six month period ended 30 June, 2006 and 2005

  30 June, 30 June,

  2006 2005

  Unaudited Unaudited

 Notes £ mil £ mil

Interest income 2 £545 £594

Interest expense  (303) (330)

NET INTEREST INCOME  242 264

Fees and commissions income 2 41 27

Fees and commissions payable  (2) (3)

NET FEES AND COMMISSIONS INCOME   39 24

Other operating income  2/3 82 136

OPERATING INCOME  363 424

Impairment losses on loans and advances 4 (16) (18)

Other operating expenses  (116) (112)

Depreciation on tangible fixed assets  (65) (94)

Fair value adjustments to derivative  

financial instruments  29 (28)

PROFIT FROM OPERATIONS BEFORE TAX 2/3 195 172

Income tax expenses 2 (91) (46)

PROFIT ATTRIBUTABLE  

TO EQUITY HOLDERS 2 £104 £126

Consolidated income statement /
Statement of total recognised  

income and expense

Statement of recognised income and expense

 Note £ mil £ mil

Profit for the period 2 £104 £126

Cash flow hedges fair value gains  - 7

Translation differences on foreign currency  

net investments  15 (42)

TOTAL RECOGNISED INCOME AND  

EXPENSE FOR THE PERIOD  £119 £91
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Consolidated balance sheets

  As at  As at As at

  30 June 31 December 30 June

  2006  2005 2005

  Unaudited Restated Unaudited

 Notes £ mil  £ mil  £ mil 

ASSETS

Cash and advances to other banks 11 £829 £1,042 £600

Derivative financial instruments   33 39 27

Loans and advances to customers 4 15,017 15,399  15,503

Goodwill and other intangible assets  36 38 39

Property and equipment  343 342 665

Deferred tax assets  35 51 83

Other assets  382 590 513

TOTAL ASSETS 2 £16,675 £17,501 £17,430

LIABILITIES

Due to other banks 6 £6,000 £4,105 £3,558

Due to parent and related undertakings 7 3,499 4,950 5,708

Derivative financial instruments  36 80  208 

Debt securities in issue 8 3,853 5,210 4,924

Other borrowed funds 9 493 520 521

Other liabilities  509 475 487

Deferred tax liabilities  58 53 77

TOTAL LIABILITIES 2 £14,448 £15,393 £15,483

CAPITAL AND RESERVES

Ordinary shares  614 614 614

Share premium  352 352 352

Retained earnings   1,261 1,142 981

Total shareholders’ equity 10 £2,227 £2,108 £1,947

 

TOTAL LIABILITIES AND 

SHAREHOLDERS’ EQUITY  £16,675 £17,501 £17,430

The financial statements on pages 9 to 25 were approved by the Board of Directors  
on 28 September 2006 and were signed on its behalf by:

J Coffey P R Jepson
Managing Director, Britain Executive Director, Finance,
 Planning and Strategy
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Consolidated Cash Flow Statements

Consolidated Cash Flow Statements
For the six month period ended 30 June, 2006 and 2005

   30 June 30 June
  2006 2005
  Unaudited Unaudited 
 Note £ mil £ mil
Cash flows from operating activities
Profit from operations before tax  195 172
Depreciation expense on property and equipment  2 1
Depreciation expense on operating lease vehicles  63 93
Effects of foreign currency translation  16 (45)
(Profit)/loss on sale of operating lease vehicles  1 2
Provision for identified credit losses  39 57
Net increase/(decrease) accrued liabilities and deferred income  (22) (23)
Net decrease deferred charges and prepaid expenses  1 8
Amortisation of other intangibles  2 1
Unrealised gain/(loss) on mark-to-market valuations  (29) 35
  268 301
 
Changes in operating assets and liabilities:
Net (increase)/decrease in financed receivables  341 361
Net (increase)/decrease in vehicles awaiting resale  58 18
Net (increase)/decrease in accounts receivables  (10) (43)
Net increase in accounts payables  3 68
Net (increase)/decrease accounts receivables related companies  172 (22)
Net (increase)/decrease accounts payables related companies  134 114
Income taxes paid   (37) (72)
Net cash from operating activities   929 725

Cash flows from investing activities:
Purchase of property and equipment  (3) (5)
Proceeds from sale of property and equipment   2 2
Purchase of operating lease vehicles  (400) (432)
Proceeds from sale of operating lease vehicles  334 413
Net cash used in investing activities  (67) (22)

Cash flows from financing activities:
Proceeds from borrowed funds and debt securities  269 1,667
Repayments of borrowed funds and debt securities   (3,035) (3,855)
Proceeds provided by parent and related undertakings  3,171 1,353
Repayment of funds provided by parent & related undertakings  (4,784) (1,693)
Net increase/(decrease) in short term borrowings   3,264 1,087
Net cash used in financing activities   (1,115) (1,441)

Effect of exchange rate changes on cash and cash equivalents   (5) 16

Net increase / (decrease) in cash and cash equivalents  (258) (722)
Cash and cash equivalents at beginning of period  918 1,147
Cash and cash equivalents at end of period 12 660 425

Included in the above is interest received of £542 million (2005: £590 million)  
and interest paid of £250 million (2005: £366 million).
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Notes to the interim financial 
statements at 30 June 2006
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1 Accounting policies

FCE’s consolidated interim financial statements as at and for the half 
year ended 30 June 2006 has been prepared in accordance with IAS 34 
‘Interim financial reporting’ and the Financial Services Authority listing 
rules. The interim financial statements contained in this document do 
not constitute statutory accounts within the meaning of section 240 of 
the Companies Act 1985 (‘the Act’). The statutory accounts for the year 
ended 31 December 2005 have been filed with the Registrar of Companies 
and have been reported on by the auditors under section 235 of the Act. 
The report of the auditors was unqualified and did not contain a statement 
under section 237 (2) or (3) of the Act.

The financial information contained in this document does not include 
all of the information required for full annual financial statements, and 
should be read in conjunction with Group’s consolidated financial 
statements for the year ended 31 December 2005. Results for interim 
periods should not be considered indicative of results for a full year. 
Reference should be made to the financial statements and accounting 
policies contained in FCE’s Annual Report and Accounts for the year 
ended 31 December, 2005 which can be obtained from the web-site 
addresses section of this report.

The principal accounting policies adopted in the preparation of these 
interim consolidated financial statements are consistent with the 
accounting policies as presented in the FCE 2005 Annual Report and 

Accounts. In order to assist the interpretation of financial performance 
compared to the prior period disclosure of unusual or exceptional items 
which are non-recurring events is provided in Note 3 in compliance with 
IAS 34 (16). A restatement of prior year reported figures has been made 
to more appropriately reflect deferred tax liabilities. This restatement has 
resulted in an increase to deferred tax liabilities as at 31 December 2005 of 
£10 million and a reduction of total shareholders’ equity of a corresponding 
amount.

The following new standards, amendments to standards and inter-
pretations are mandatory for the financial year ending 31 December 2006:
• IAS 19 ‘Employee Benefits’, amendment to ‘Actuarial gains and losses, 

group plan and disclosures’ effective for annual periods beginning on 
or after 1 January 2006. FCE applied the amended version of IAS 19 
effective from 1 January 2004.

• IAS 39 ‘Financial instruments, recognition and measurement’, 
amendment to ‘The fair value option’ effective for annual periods 
beginning on or after 1 January 2006. This amendment does not have 
any impact on the classification and valuation of financial 
instruments classified at fair value prior to 1 January 2006. 
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The following new standards, amendments to standards and interpretations 
are mandatory for financial year ending 31 December 2006 and are not 
relevant to FCE:
• IAS 21 ‘The Effects of Changes in Foreign Exchange Rates’ amendment 

to ‘Net investment in a Foreign Operation’, effective for annual periods 
beginning or after 1, January 2006.

• IAS 39 ‘Financial instruments, recognition and measurement’ amend-
ment ‘Cash flow hedge accounting of forecast intragroup transactions’, 
effective for annual periods beginning or after 1, January 2006. 

• ‘IAS 39’ ‘Financial instruments, recognition and measurement’ and 
IFRS 4 ‘Insurance Contracts’, amendment to ‘Financial guarantee 
contracts’, effective for annual periods beginning on or after 1 January 
2006. 

• ‘IFRS 6’, ‘Exploration for and evaluation of mineral resources’ 
effective for annual periods beginning on or after 1 January 2006. 

• ‘IFRIC 4’, ‘Determining whether an arrangement contains a lease’, 
effective for annual periods beginning on or after 1 January 2006. 

• ‘IFRIC 5’, ‘Rights to interests arising from decommissioning, 
restoration and environmental rehabilitation funds’, for annual 
periods beginning on or after 1 January 2006. 

• ‘IFRIC 6’ ‘Liabilities arising from participating in a specific market – 
waste electrical and electronic equipment’ for annual periods 
beginning on or after 1 January 2006. 

The following new standard has been issued but is not effective for 
annual periods beginning on 1 January 2006 and will be adopted by  
FCE beginning 1 January 2007:

• ‘IFRS 7’. ‘Financial Instruments: Disclosures’, effective for annual 
periods beginning on or after 1 January 2007. IAS 1 ‘Presentation of 
Financial Statements’ amendments to capital disclosures’ effective  
for annual periods beginning on or after 1 January 2007. FCE has 
assessed the impacts of IFRS 7 and the amendments to IAS 1 and 
concluded that the main additional disclosures will be the sensitivity 
analysis to market risk and capital disclosures required by the 
amendment to IAS 1. FCE intends to apply IFRS 7 and the amendments 
to IAS 1 from annual periods beginning 1 January 2007.

 

The following new interpretations have been issued but are not effective 
for annual periods beginning on 1 January 2006, and have not been early 
adopted by FCE as the interpretations are either not expected to be relevant 
or significant to FCE:

• ‘IFRIC 7’, ‘Applying the Restatement Approach under IAS 29’ effective 
for annual periods beginning on or after 1 March 2006. This 
interpretation is not expected to be relevant to FCE.

• ‘IFRIC 8’, ‘Scope of IFRS 2’, effective for annual periods beginning on 
or after 1 May 2006. FCE is currently assessing the impact of IFRIC 8 
which is not anticipated to be significant.

• ‘IFRIC 9’ ‘Reassessment of Embedded Derivatives’ effective for annual 
periods beginning on or after 1 June 2006. FCE believe that this 
interpretation will not have a significant impact on the reassessment 
of embedded derivatives as FCE already assess if embedded derivatives 
should be separated using principles consistent with IFRIC 9. 
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 UK Germany Italy Spain France

 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

 £ mil £ mil £ mil £ mil £ mil £ mil £ mil £ mil £ mil £ mil

Interest income £338 £375 £131 £153 £56 £53 £56 £54 £24 £27

Fees and commissions 13 6 9 9 5 3 2 1 3 1

Other operating income 2 17 39 44 - - - - 8 32

Total revenue 353 398 179 206 61 56 58 55 35 60

Profit before tax £83 £33 £40 £74 £13 £13 £16 £15 £9 £8

Income Tax (42) (15) (26) (14) (5) (4) (6) (4) (3) (3)

Profit after tax £41 £18 £14 £60 £8 £9 £10 £11 £6 £5

Segment assets 12,403 14,154 5,421 4,577 1,827 2,008 1,974 1,958 1,074 1,091

Segment liabilities 10,619 12,479 5,039 4,256 1,704 1,911 1,845 1,852 1,002 1,039

 Other Euro  Other  Eliminations  Total Group

 Currency locations locations

 2006 2005 2006 2005 2006 2005   2006 2005

 £ mil £ mil £ mil £ mil £ mil £ mil   £ mil £ mil

Interest income £71 £72 £38 £39 £(169) £(179)   £545 £594

Fees and commissions 4 4 5 3 - -   41 27

Other operating income 20 31 13 12 - -   82 136

Total revenue 95 107 56 54 (169) (179)   668 757

          

Profit before tax £20 £17 £14 £12 £- £-   £195 £172

Income Tax (6) (3) (3) (3) - -   (91) (46)

Profit after Tax £14 £14 £11 £9 £- £-   £104 £126

Segment assets 2,867 2,867 1,224 1,229 (10,115) (10,454)   16,675 17,430

Segment liabilities 2,730 2,761 1,085 1,117 (9,576) (9,932)   14,448 15,483

UK segmental data includes the following:
• Worldwide Trade Financing division
• Central funding and staff costs 

• Other Euro Currency locations relate to Austria, Belgium, Finland, Greece, Ireland, Netherlands & Portugal.
• Other locations relate to the Czech Republic, Denmark, Hungary, Norway, Poland, Sweden and Switzerland.
• Elimination column is required to remove income and costs of intra and inter-company transactions which are eliminated on consolidation.

2 Geographic segmental reporting

The Group is organised primarily on a geographic basis through its branches and subsidiaries. The performance of each location as detailed below 
includes income statement figures for the six months ended 30 June 2006 and 2005 and assets and liabilities as at 30 June 2006 and 2005.

Total revenue in the first half of 2006 has declined due to lower average net receivables reflecting the sale of Full Service leasing portfolios during 
2005 in Germany, France, Belgium and Denmark. 
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Notes to the interim financial 
statements at 30 June 2006

3 Profit from operations before tax

Profit from operations before tax includes certain exceptional items.

Exceptional items are typically non-recurring events or transactions of which disclosure aids the interpretation of performance compared to the 
prior year. Exceptional items have resulted in increased profits from operations before tax (PBT) of £8 million for the first half of 2006 compared 
to £28 million for the equivalent period in 2005. 

Exceptional items

Profit from operations before tax (PBT) is stated after crediting   2006 2005

for the six months ended 30 June 2006 and 2005:    £ mil £ mil

Operating income:

- VAT rebate (UK)     £5 £-

- Non-refundable fees received from insurance provider (Various *)   3 -

- Adjustment to income recognition of retail portfolio (Germany)   - 12

- Adjustment to value of derivatives (UK)     - 5

Sub-total Operating income     £8 £17

Operating expenses:

- Tax reserve adjustments (various)     £- £7

- Accumulated depreciation for operating lease vehicles (Germany)   - 4

Sub-total Operating expense     £- £11

Total exceptional items     £8 £28

* Relates to Denmark, Finland, Norway and Sweden
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4 Loans and advances to customers 

Loans and advances to customers includes
• Retail financing – retail finance and lease contracts introduced from dealers, and offering finance to commercial customers,  

primarily vehicle leasing companies and fleet purchasers, to lease or purchase vehicle fleets,
• Wholesale financing – making loans to dealers to finance the purchase of new and used vehicles held in inventory,
• Other financing – making loans to dealers for working capital and property acquisitions.

The balances as at 30 June 2006, 31 December 2005 and 30 June 2005, include £5,032 million, £3,346 million and £3,105 million respectively of 
receivables that have been sold for legal purposes (refer to Note 5 ‚Sales of receivables and related financing) to other entities. Such receivables  
are available only for repayment of debt issued by those securitisation Special Purpose Entities, to pay other securitisation investors and other 
participants. The receivables are not available to pay FCE‘s other obligations or the claims of our other creditors.

    At 30 June At 31 Dec At 30 June

   2006 2005 2005

   £ mil £ mil £ mil

Gross loans and advances to customers   £15,917 £16,337 £16,488

Provision for identified losses   (113) (119) (135)

Unearned finance income   (787) (819) (850)

Net loans and advances to customers   £15,017 £15,399 £15,503

Analysis of net loans and advances:

Finance receivables:

Retail    £8,166 £8,207 £8,531

Wholesale    6,809 7,146 6,925

Other   42 46 47

Net loans and advances to customers   £15,017 £15,399 £15,503

    

Net loans subject to securitisation (Note 5)   £5,032 £3,346 £3,105

Net loans not subject to securitisation    9,985 12,053 12,398

Net loans and advances to customers   £15,017 £15,399 £15,503

Percentage analysis of net loans & advances:

Percentage of retail financing loans   54% 53% 55%

Percentage of wholesale/other financing loans   46% 47% 45%

Percentage of loans subject to securitisation   33% 22% 20%

Percentage of loans not subject to securitisation   67% 78% 80%

    

Allowance for impairment losses     

Balance at 1 January   £119 £152 £152

Impairment losses charged to income statement   16 28 18

Deductions:    

- Losses   (46) (103) (71)

- Recoveries    22 45 40

Net losses   (24) (58) (31)

Other - Exchange adjustments   2 (3) (4)

Balance at end of period    £113 £119 £135
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Notes to the interim financial 
statements at 30 June 2006
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5 Sales of receivables and related financing 

As a result of lower credit ratings, FCE’s unsecured borrowing costs 
have increased and access to unsecured debt markets has become more 
restricted. In response FCE continues to increase its use of securitisation 
and other structured financing transactions. Due to similarities between 
securitisation and structured financing transactions for simplicity these 
are referred to as ‘securitisation’ elsewhere in this report.

FCE periodically sells retail and wholesale receivables in securitisation 
transactions which involves the sale of securities to investors, the payment 
of which is backed by a pool of receivables. The cash flows on the 
underlying receivables are used to pay principal and interest on the debt 
securities as well as transaction expense. 

As detailed in the table below new securitisation transactions increased 
to £2,387 million in the first half of 2006 up £1,756 million from the 
equivalent period in 2005. All transactions reported below within the 
‘Additional securitisation transactions’ table relate to issuances to private 
investors. Amounts quoted for receivables sold and debt is as at inception 
of the transaction. The table below excludes additional assets sold to 
top-up pools of receivables for revolving transactions.

Additional securitisation transactions 

For the six month period ended 30 June 2006  30 June 2005

   Receiv- Debt Receiv- Debt 

   ables   ables

Country/Region  sold  sold

Series No. Loans securitised and associated amount of debt £ mil £ mil £ mil £ mil

  Amortising retail transactions:

Germany - 5 EUR €1,531 mil of German new and used vehicle Trade Cycle Management (TCM) 

  retail loans including employee loans £1,076 £1,061 £- £-

Netherlands - 1 EUR €144 mil of Netherlands Hire Purchase (HP) and TCM new vehicle retail loans 100 100 - -

UK 4  £1,070 mil of UK HP and TCM new vehicle retail loans  1,081 1,070 - -

  Sub-total amortising retail transactions 2,257 2,231 - -

  Revolving wholesale transactions:

Belgium - 2006-1 EUR €200 mil* of Belgian dealer floorplan receivables 130 117 - -

Italy - 005-1 EUR €1,000 mil* Italian dealer floorplan receivables - - 631 539

  Sub-total revolving wholesale transactions 130 117 631 539

  Total all transactions £2,387 £2,348 £631 £539

* Refers to maximum programme amount. Belgian transaction also includes Luxembourg receivables.

Further securitisation transactions completed since 1 July 2006 are detailed in Note 13 ‘Post balance sheet events’.

Public transactions which are reported on the next table on the following page relate to the asset-backed securities which are publicly traded and 
private transactions relate to sales directly to a small number of investor(s). The single digit numeric series numbers relate to private vehicle retail 
transactions and the alphabetic series numbers included on the following table indicate vehicle retail public offerings transactions. Wholesale series 
numbers are identified by a transaction number corresponding to the year of issue of the transaction, followed by a sequential number except for 
the Worldwide Trade Financing (WTF) division.



1�

5 Sales of receivables and related financing continued

The amount of receivables sold and the related funding or debt (gross liabilities) are detailed below:

 

End of period receivables sold and debt securities As at 30 June 2006 As at 31 December 2005 As at 30 June 2005

   Receiv- Debt Receiv- Debt  Receiv- Debt

   ables   ables  ables 

Country/Region  sold  sold  sold

Series No. Transaction amount and detail £ mil £ mil £ mil £ mil £ mil £ mil

  Amortising period:

UK - C  GBP 250 mil of UK conditional sale vehicle retail loans £- £- £- £- £44 £47

Germany - D EUR €800 mil of German vehicle retail loans 62 72 109 123 175 196

ESO - E  EUR €733 mil of Spanish & Italian retail and  

  Trade Cycle Management (TCM) Loans 316 358 455 503 - -

Germany - F EUR €350 mil of German vehicle retail loans  233 242 - - - -

Germany - 1 EUR €300 mil of German vehicle retail loans  170 184 - - - -

UK - 2  GBP 200 mil of UK conditional sale vehicle retail loans 119 123 198 187 - -

Spain - 3 EUR €500 mil of Spanish TCM loans 237 246 298 297 - -

UK - 4  £1,069 mil of UK HP and TCM new vehicle retail loans  922 965 - - - -

Netherlands - 1 EUR €144 mil of Netherlands Hire purchase (HP) and  

  TCM new vehicle retail loans 91 94 - - - -

Germany - 5 EUR €1,531 mil of German new & used vehicle TCM retail  

  loans including employees 1,039 942 - - - -

  Total amortising period 3,189 3,226 1,060 1,110 219 243

  Revolving period:

ESO - E  EUR €733 mil of Spanish & Italian vehicle retail and TCM loans - - - - 473 494

Germany - F EUR €350 mil of German vehicle retail loans  - - 224 240 223 236

Germany - 1 EUR €300 mil of German vehicle retail loans  - - 193 206 188 202

UK - 2  GBP 200 mil of UK conditional sale vehicle retail loans - - - - 197 200

ESO - 2004-1/2, EUR €1,075 mil fixed & EUR €523 mil* variable Spanish & 

2005-1  French dealer floorplan receivables  941 713 996 826 997 539

WTF 2004 US$ 425 mil* of WTF dealer receivables  188 187 164 164 141 141

Italy 2005-1 EUR €1,000 mil* Italian dealer floorplan receivables 605 512 709 602 667 567

Belgium 2006-1 EUR €200 mil* of Belgian dealer floorplan receivables 109 98 - - - -

  Total revolving period  1,843 1,510 2,286 2,038 2,886 2,379

  Total  £5,032 £4,736 £3,346 £3,148 £3,105 £2,622

  Private transactions (note 6) 4,421 4,065 2,558 2,282 2,190 1,649

  Public transactions (note 8) 611 671 788 866 915 973

  Retail transactions  3,189 3,226 1,477 1,556 1,300 1,375

  Wholesale transactions 1,843 1,510 1,869 1,592 1,805 1,247

  Receivables sold (note 4) £5,032  £3,346  £3,105 

* Refers to maximum programme amount. Belgian transaction also includes Luxembourg receivables.
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    As at  As at As at

   30 June 31 Dec 30 June

   2006 2005 2005

   £ mil £ mil £ mil

Financing from banks relating to  

sales of receivables (note 5)   £4,065 £2,282 £1,649

Bank borrowings excluding overdrafts   896 933 1,012

European Investment Bank loans   870 762 722

Bank overdrafts (note 12)   169 128 175

Due to other banks   £6,000 £4,105 £3,558

Analysis of due to other banks:

Financing from sales of receivables   £4,065 £2,282 £1,649

Unsecured borrowings   1,935 1,823 1,909

Total due to other banks   £6,000 £4,105 £3,558

6 Due to other banks

‘Financing from banks relating to sales of receivables’ under private 
transactions have risen to £4,065 million. The increase is attributable to 
FCE’s increased use of securitisation and the fact that all transactions 
completed in the last two years have been to private investors. As the 
arrangements do not satisfy the requirements for accounting sale 
treatment under IAS 39 ‘Financial instruments, recognition and 
measurement’, the sold receivables and the associated debt are not 
removed from the balance sheet. This debt is the legal obligation of the 
securitisation Special Purpose Entities (SPE’s) and is secured on the 
receivables which are subject to securitisation.

‘Bank borrowings excluding overdrafts’ are typically either payments 
received as servicer in respect of securitised receivables which are in 
process of being repaid or other borrowings excluding overdrafts 
utilised in the ordinary course of business. 

‘European Investment Bank (EIB) loans’ partially support a number 
of different vehicle projects relating to our automotive partners which 
have been assigned to FCE. The EIB loans have remaining terms from 
one to seven years and are supported by guarantees provided by 
financial institutions on behalf of FCE to the EIB.



7 Due to parent and related undertakings
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    As at  As at As at

   30 June 31 Dec 30 June

   2006 2005 2005

   £ mil £ mil £ mil

Term loans due to related parties   £2,037 £3,745 £3,728

Deposits received from related parties   710 585 585

Amounts drawn under a short term revolving facility   416 343 1,043

Accounts payable to related parties   290 216 296

Accrued interest   46 61 56

Due to parent and related undertakings   £3,499 £4,950 £5,708

Analysis of due to parent and related undertakings

Due to FMCC – term loans   £2,053 £3,729 £3,741

Due to FMCC – other   419 396 1,046

Due to FCI   717 591 591

Total due to parent undertakings    3,189 4,716 5,378

Due to other related undertakings   310 234 330

Total due to parent and related undertakings  £3,499 £4,950 £5,708

‘Term loans due to related parties’ mainly comprises of loans due to 
Ford Motor Credit Company (FMCC) with maturity dates ranging from 
2006 to 2009.

‘Deposits received from related parties’ are due to Ford Credit 
International Inc. (FCI), the Company’s immediate parent undertaking 
and are utilised to mitigate exposure concentrations reported to the 
Financial Services Authority.

‘Amounts drawn under a short term revolving facility’ provided to  
FCE by FMCC. This facility matures on 8 February 2007 or earlier upon 
60 days notice from FMCC.

‘Accounts payable to related parties’ represents payable balances 
which are typically settled on a daily or monthly basis.

‘Accrued interest’ mainly comprises of interest due on term loans  
 and deposits received from related parties.



8 Debt securities in issue

Details of the public debt funding programmes as at the following end of periods are as follows:
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    As at  As at As at

   30 June 31 Dec 30 June

   2006 2005 2005

PROGRAMME (YEAR LAUNCHED) – AMOUNT  £ mil £ mil £ mil

Euro Medium Term Note (1993) - US$12 billion  £434 £2,547 £2,020

Continuously Available Retail Securities  

(retail investors (1993)   1,579 512 537

Sub-total Euro Medium Term Notes   2,013 3,059 2,557

Schuldschein (refer to definition below)   1,125 1,207 1,183

Financing from public investors relating to  

sales of receivables (Note 5)   671 866 973

Polish CP (1993) PLN 1 billion   44 49 59

Euro Commercial Paper (CP) & Euro Certificate  

of Deposit (CD) (1993) - US$5 billion   - 27 100

French Euro CD (1993) - EUR €3 billion   - 2 52

Debt securities in issue   £3,853 £5,210 £4,924

Analysis of debt securities in issue:

Unsecured borrowings   £3,182 £4,344 £3,951

Financing from public investors relating to  

sales of receivables   671 866 973

Total debt securities in issue   £3,853 £5,210 £4,924

Debt securities in issue have reduced to £3,853 million due to the 
following reasons:
• FCE’s access to unsecured debt markets has become more restricted 

as a consequence of lower credit ratings.
• FCE’s increase usage of securitisation and other structured financing 

transactions in the last two years has been focused entirely on private 
transactions. Only securitisation transactions which are publicly 
traded are included within this note.

‘Continuously Available Retail Securities’ are bonds that are designed for 
retail investors.

‘Schuldschein’ are certificates of indebtedness governed under German 
law issued by FCE’s German branches.

‘Financing from public investors relating to sales of receivables’ has 
reduced to £671 million. The decrease is attributable to the fact that  
all FCE’s securitisations completed in the last two years have been to 
private investors. As the securitisation arrangements do not satisfy the 
requirements for accounting sale treatment under IAS 39 ‘Financial 
instruments, recognition and measurement’, the sold receivables and 
the associated debt are not removed from the balance sheet. This debt 
is the legal obligation of the securitisation SPE’s and is not the legal 
obligation of FCE. 
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9 Other borrowed funds 

Other borrowed funds are subordinated liabilities due to fellow subsidiaries 
of the Ford Motor Company group. Early repayment of the loans due to 
Ford subsidiaries requires the prior written consent of the Financial 
Services Authority and as such qualifies for Tier II capital for regulatory 
reporting purposes.

The US dollar subordinated loans are due to Ford Credit International 
Inc. (FCI), the Company’s immediate parent undertaking. FCE may repay 
or FCI may request repayment of the US dollar loans following the earliest 
repayment date as detailed above by giving one month’s written notice. 
The EUR loans are due to Ford Motor Credit Company (FMCC). FCE may 
terminate the agreement at any time after the earliest repayment date as 
detailed above by giving one month’s written notice. FMCC may terminate 
the agreement by giving five years and one day’s prior written notice. No 
notices have been given or received during the period. Cross currency swaps 
are used to minimise currency risks on US dollar denominated funding. 

    As at  As at As at

  Earliest 30 June At 31 Dec At 30 June

Type/ Currency repayment 2006 2005 2005

maturity date Amount (Mils) dates £ mil £ mil £ mil

Perpetual Loan US$ 218.6 Now  £119 £127 £122

Perpetual Loan EUR€ 46.0 Now  32 32 31

Perpetual Loan EUR€ 35.8 Now  25 24 24

Perpetual Loan EUR€ 12.8 Now  9 9 9

Perpetual Loan EUR€ 5.6 Now  4 4 4

Perpetual Loan EUR€ 5.6 Now  4 4 4

Perpetual Loan EUR€ 0.8 Now  1 1 1

Total Perpetual Loans   194 201 195

Loan 2010 US$ 250 Now  136 145 139

Loan 2007 US$ 200 Now  109 116 111

Loan 2012 US$ 55 28 December 2006 30 32 30

Loan 2011 US$ 45 31 October 2006 24 26 25

PC’s 2005 EUR€ 30.7 Matured - - 21

Total dated loans   299 319 326

Total other borrowed funds   £493 £520 £521

Analysis of total other borrowed funds:

Due to FCI (US$ denominated loans)  418 446 427

Due to FMCC (EUR€ denominated loans)  75 74 73

Total due to parent undertakings   493 520 500

Due to external third parties (EUR€ denominated loans) - - 21

Total   £493 £520 £521

The Euro subordinated loans relate to two German branches of FCE 
(Ford Bank and Mazda Bank).

The rights of FCI and FMCC to payment and interest in respect of all 
loans will, in the event of winding up of FCE, be subordinated to the 
rights of all general creditors of the Company.

The Company has a US$1 billion subordinated loan facility with FCI. This 
facility enables the Company to respond quickly if additional capital support 
is required. Under the terms of the facility, FCE is able to take drawdowns 
up to the maximum principal amount of the facility. Any undrawn amount 
of the facility will be available until it is cancelled either by FCE or FCI. As 
at 30 June 2006, 31 December 2005 and 30 June 2005 outstandings under 
the facility totalled US$ 568.6 million and comprised the US$ 218.6 million 
perpetual loans and three of the four dated loans totalling US$ 350 million.
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10 Total shareholders’ equity

In December 2005 FCE received a capital contribution of £27,803,382 
(US$ 49 million) from the Company’s shareholder to be used solely to 
make a payment to Jaguar Cars Limited in return for the use of Group 
tax relief.

 Share  Share Retained Other

 Capital premium earnings  Reserves Total

   Restated  Restated

 £ mil £ mil £ mil £ mil £ mil

Balance at 1 January 2005 £614 £352 £897 £(7) £1,856

Cash flow hedges fair value gains - - - 7 7

Currency translation differences - - (42) - (42)

Net gains/(losses) not recognised in the income statement - - (42) 7 (35)

Net profit - - 126 - 126

Balance at 30 June 2005/1 July 2005 £614 £352 £981 £- £1,947

Currency translation differences - - 25 - 25

Net gains/(losses) not recognised in the income statement - - 25 - 25

Capital contribution (see below) - - 28 - 28

Net profit - - 108 - 108

Balance at 31 December 2005/1 January 2006  £614 £352 £1,142 £- £2,108

Currency translation differences - - 15 - 15

Net gains/(losses) not recognised in the income statement - - 15 - 15

Net profit - - 104 - 104

Balance at 30 June 2006 £614 £352 £1,261 £- £2,227
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11 Related party transactions 

FCE has the following categories of related party transactions which are 
described below:
• Parent undertakings 
• Directors and officers 
• Entities under common control 

Transactions with parent undertakings
FCE’s immediate parent undertaking is Ford Credit International Inc. (FCI). 
FCI does not produce consolidated accounts being wholly owned by, and 
consolidated into the accounts of Ford Motor Credit Company (FMCC). 
The ultimate parent undertaking and controlling party is Ford Motor 
Company (US). All three companies (Ford Motor Company, FCI and 
FMCC) are incorporated in the United States of America.

The most significant related party transactions are funding provided 
to FCE by FMCC and FCI and service fees charged to FCE by FMCC the 
details of which are contained below:
• Term loans due to FMCC (see note 7 to the accounts) with maturity 

dates ranging from 2006 to 2009. As at 30 June 2006 such loans 
totalled £2,037 million (30 June 2005: £3,728 million). Interest expense 
for the six month period to 30 June 2006 was £54 million (30 June 2005: 
£89million).

• Amounts drawn by FCE under a short term revolving facility provided by 
FMCC which matures on 8 February 2007 or earlier upon 60 days notice 
from FMCC. As detailed in note 7 to the accounts as at 30 June 2006 
amounts drawn totalled £416 million (30 June 2005: £1,043 million). 
Interest expense for the six month period to 30 June 2006 was £12 million 
(30 June 2005: £9 million). Amounts drawn under this facility by FCE 
have reduced significantly due to the increase in securitisation and 
the lower level of receivables as detailed respectively in notes 5 and 4 
to the accounts.

• Deposits received from FCI in order to mitigate exposure concentrations. 
As at 30 June 2006 such deposits totalled £710 million (30 June 2005: 
£585 million) and are detailed in note 7 to the accounts. Interest expense 
for the six month period to 30 June 2006 was £21 million (30 June 2005: 
£13 million).

• Subordinated loans (see note 9 to the accounts) received from FCI and 
FMCC which qualify for Tier II capital for regulatory reporting purposes. 
As at 30 June 2006 such loans totalled £493 million (30 June 2005: 
£521 million). Interest expense for the six month period to 30 June 
2006 was £13 million (30 June 2005: £8 million).

• Service fees charged to FCE by FMCC relate to technical and administrative 
advice and services provide by FMCC. The amount of service fees 
charged for the six month period to 30 June 2006 was £4 million  
(30 June 2005: £5 million).

 

Transactions with directors and officers
A loan arrangement exists for certain directors and officers of the Group, 
whereby the director or officer purchases vehicles from Ford Motor 
Company Limited (FMCL), and FCE provides the individual with a loan 
to finance the purchase. The individual pays FCE only the interest on  
the loan. When the loans mature, the vehicles are returned to FMCL for 
resale, and FCE is repaid the loan value from the proceeds of sale. These 
loans totalled £268,000 as at 31 December 2005 and are disclosed within 
Note 6 of FCE’s 2005 Annual Report and Accounts. The loans reported 
include loans to connected persons. No significant changes in such 
loans have occurred since last year end. 

Transactions with entities under common control
Entities under common control include all subsidiaries of Ford Motor 
Company US except for parent undertakings. Transactions reported in 
this category include:
• Provision of approved lines of credit, mortgages, working capital and 

other types of loans which mainly relates to automotive partner 
vehicle dealers in which Ford Motor Company maintains a controlling 
financial interest

• The receipt of interest income from Ford and its related companies 
arising from loans, interest supplements and other support costs in 
regard to a variety of retail and wholesale finance plans

• Guarantees provided on behalf of other related parties
• Guarantees received from other related parties in relating mainly to 

vehicle wholesale finance plans

There has been no significant changes in transactions with related 
parties since last year end. For further details in regard to related party 
transactions refer to note 32 of FCE’s 2005 Annual Report and Accounts.
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12 Notes to consolidated cash flow statement 

 As at As at

 30 June  30 June

 2006 2005

Cash and cash equivalents £ mil £ mil

Bank balances and other liquid funds  £829 £600

Bank overdrafts (Note 6) (169) (175)

Cash and cash equivalents at end of period £660 £425

For the purposes of the cash flow statement, cash and cash equivalents 
comprise of balances held with less than 90 days maturity from the date 
of acquisition including treasury bills and other eligible bills, amounts 
due from other banks and petty cash, net of bank overdrafts. In the 
balance sheet, bank overdrafts are included in the balance sheet under 
the caption ‘Borrowings due to other banks’.

13 Post balance sheet events

Securitised assets and related funding

The Company completed the sale of:
• EUR€ 425 million of Spanish standard retail and Trade Cycle 

Management contracts on 27 July 2006. The receivables were sold in 
an amortising transaction to Globaldrive Spain 2 B.V., a Netherlands 
Special Purpose Entity (SPE). The Netherlands SPE purchased the 
receivables from FCE Spain and issued an interest bearing asset 
backed note to a private investor. FCE Spain continues to service the 
sold receivables for a fee based on a servicing agreement with the SPE. 

• EUR€ 172 million of Dutch dealer floor plan receivables to Globaldrive 
Dealer Floorplan Netherlands 2006 B.V., a Netherlands Special 
Purpose Entity (SPE). The Netherlands SPE entered into a variable 
funding note facility with a private investor on 29 August 2006 to 
finance the purchase of the receivables. This initially 36 month 
revolving transaction is structured to allow funding to move up and 
down with the Dutch dealer floor plan receivable levels. The maximum 
programme amount is EUR€ 400 million. FCE Netherlands continues 
to service the sold receivables for a fee agreed with the SPE.

• EUR€ 182 million of Belgian and Luxembourgian standard retail and 
Options (Trade Cycle Management) contracts with a balloon payment 
on 11 September 2006. The receivables were sold in an amortising 
transaction to a third party bank, which purchased the receivables from 
FCE Belgium and issued a credit linked note to a private investor. FCE 
Belgium continues to service the sold receivables for a fee based on a 
servicing agreement with the bank.

Impairment losses on loans and advances charged to income statement
In July 2006 FCE incurred an estimated credit loss of EUR€ 8 million in 
regard to wholesale loans provided to a German dealership group. 
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Additional data Web site addresses

FCE Bank plc. 
• FCE Bank annual report and accounts  http://www.fcebank.com 

(English, Spanish and Italian versions) or
  http://www.fordfinancialeurope.com
 

Ford Motor Company  http://www.ford.com/en/company/investorInformation/
(ultimate parent Company) including:
• Annual report
• Financial results
• Securities and Exchange Commission (SEC) filings

Ford Motor Credit Company  http://www.fordcredit.com/investorcenter
including:
• SEC Form 10K Annual report
• SEC Form 10-Q Quarterly reports
• Quarterly Financial results announcements
• Ford Credit public asset-backed securities transactions  

(click on Asset-Backed Securities)

Web site addresses 

Additional data and web resources, including those listed below can be obtained from the following web site addresses:
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