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FCE Bank’s (FCE) pre-tax profits for the first half of 2008 were 

£192 million up £68 million from the same period in 2007. Excluding 

exceptional items and derivative fair value adjustments, the 

‘adjusted PBT’ is £11 million lower than the First half of 2007 and 

slightly above ‘adjusted PBT’ for the Second half of 2007. In the light 

of the continued credit market difficulties and softening business 

environment, this good result is only possible through the continued 

hard work, dedication and teamwork of FCE’s pan-European team. 

FCE’s performance has been buoyed by Ford’s resilient performance 

in the European markets.

 

FCE’s credit losses remain low compared to historical levels, although 

higher than 2007, and the portfolio continues to perform in line with 

predicted risk profiles. FCE continues to use sound fundamentals, 

including prudent and consistent underwriting practices and servicing, 

to generate new business and maintain a high quality portfolio.

In the first half of 2008 FCE’s operating cost ratio is at a record 

low level. This represents the results of the company’s continuous 

improvement philosophy, and efficiencies gained by leveraging 

FCE’s common systems platform across Europe enabling the rapid 

deployment of systems enhancements and best practice replication 

across all branches. 

FCE’s funding strategy is led by the principle of ‘lending short and 

borrowing long’. With the present turmoil in the capital markets we 

have continued to see the cost of funds rise during 2008. Although 

some of this increase has been offset through improved efficiency 

actions, net margins have been negatively affected. In the first six 

months of 2008 FCE completed a further eleven securitisation 

transactions, and added new assets to existing transactions, raising 

a total of £2.3 billion. 

In June 2008 FCE completed a transaction to establish Forso Nordic 

AB, a joint venture between FCE and Sofinco, a consumer credit 

subsidiary of Crédit Agricole S.A. Forso will provide customer and 

dealer automotive financing for Ford Motor Company’s (‘Ford’) brands 

in Denmark, Finland, Norway and Sweden that had previously been 

conducted via FCE’s wholly owned operations. By joining forces we 

will harness the expertise and resources of two strong, successful 

and complementary organisations to offer a great service to Ford’s 

brands, dealers and retail customers.

In June 2008 Ford announced the sale of Jaguar Land Rover to 

Tata Motors. At this point FCE began a transitional period of up 

to 12 months during which it will continue to provide finance for 

Jaguar and Land Rover dealers and customers while ensuring a 

smooth transition to Fiat Group Automobiles Financial Services. 

Refer to page 9 ‘Future prospects’ for further details.

FCE remains focused on its core products and services that meet 

the European automotive financing needs of Ford, its dealers, and 

its retail and corporate customers. I am confident that FCE has the 

right team, the right products, and the right focus on our dealers 

and customers to ensure that we remain a competitive advantage 

in the revitalisation of Ford.

Bernard B Silverstone

Chairman, FCE Bank plc.

27 August 2008
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Profitability

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

Excluding exceptional items and derivative fair value adjustments, adjusted 
PBT for the first half of the year was £145 million, down £11 million from 
a year ago mainly as a result of higher borrowing costs, and credit losses.

As FCE prepares its consolidated financial statements in Sterling and 
the most significant operating currency is the Euro the FCE Interim Report 
has been impacted significantly by foreign currency exchange rate 
movements between these currencies. The stronger Euro accounts for 
approximately £12 million of additional PBT in the first half of 2008 year 
when compared to the same period in 2007. Assets and liabilities as at 
30 June 2008 which are denominated in Euro when translated to Sterling 
have been impacted even more significantly as the Euro has appreciated 
in excess of 17 per cent against Sterling when compared to a year ago. 
The strength of the Euro has also resulted in a favourable ‘translation 
difference on foreign currency net investments’ of £151 million as 
recorded in shareholder’s equity as reported on page 16 of the Interim 
Report.

In June 2008, FCE completed a transaction to establish Forso Nordic AB, 
a joint venture (JV) finance company between FCE and Sofinco, a consumer 
credit subsidiary of Credit Agricole S.A. to support the sale of Ford 
automotive brand vehicles in the Nordic markets (‘Forso’ or ‘the Forso JV’). 
FCE transferred the majority of its business and assets from Denmark, 
Finland, Norway and Sweden, constituting approximately 6% of FCE’s 
balance sheet, into the new joint venture. The gain on sale and foreign 
currency translation adjustment resulted in an exceptional gain for FCE 
of £34 million (see note 7 ‘Investment in a jointly controlled entity’).

FCE uses derivatives to manage interest rate and currency risks and, 
as a matter of policy, does not use derivatives for speculative purposes. 
In January 2008, the use of designated hedge accounting for some 
derivatives was resumed. Certain derivative transactions, while providing 
effective economic hedges under the Group’s risk management policies 
either do not qualify for hedge accounting under the specific rules in 
IAS 39 ‘Financial instruments, recognition and measurement’ or FCE 
elects not to apply hedge accounting. These derivatives are held at fair 
value and fair value gains and losses are reported in the income statement. 
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’.

  First Half First Half Second Half

Adjusted PBT excluding exceptional items 2008 2007 2007

and derivative fair value adjustments £ mil £ mil £ mil

PBT including exceptional items £192 £124 £151

Adjustment to exclude exceptional (gains)/losses (Note 3) (35) 12 (15)

PBT excluding exceptional items 157 136 136

Adjustment to exclude derivative fair value (gains)/losses  (12) 20 (3)

Adjusted PBT £145 £156 £133
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Key Financial ratios
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  First Half  First Half

  2008 2007

  £ mil  £ mil

Return on Equity 10.1% 5.9%

Margin (Net Income/Receivables) 3.6% 3.7%

Cost Efficiency Ratio (Cost/Receivables) 1.4% 1.5%

Cost Affordability Ratio (Cost/Income) 40% 39%

Credit Loss Ratio (Losses/Receivables) 43 bpts 27 bpts

Credit Loss Cover (Provision/Losses) 1.5 years 2.4 years

ACE/Risk Weighted Exposures 16.0% 14.4%

ATE Risk Weighted Exposures 17.2% 15.4%

Refer to page 42 for financial term definitions and further details in regard to the calculation of key financial ratios.

FCE is holding significantly more capital than is required by either its 
regulatory minimum or internally assessed Basel II minimum capital 
requirements. (Refer to ‘Basel II revised international capital framework’ 
and ‘Capital’ sections on page 14 of the 2007 Annual Report and Accounts). 
This supplements the funding programme and is a source of further 
reassurance to unsecured fixed income investors (See ‘Funding Sources’ 
page 15 of the 2007 Annual Report and Accounts). The ratio for Adjusted 
Common Equity (ACE) as a percentage of risk weighted exposures has 
increased considerably to 16.0% at 30 June 2008. The increase in the 
ACE ratio from 14.4% a year ago and is mainly attributable to higher 
levels of shareholders’ equity, transfer of assets into the Forso JV and 
the adoption in 2008 of Basel II capital adequacy risk weightings. 

The higher return on equity mainly reflects the exceptional gain from 
establishing the Forso JV, and favourable movements in the derivative 
fair value adjustments, partially offset by the adverse impact of higher 
borrowing costs and credit losses. FCE’s margin in the first half of 2008 
reduced to 3.6%, from 3.7% in the same period of 2007, reflecting the 
adverse impact of increased borrowing costs. General pressures include 
the rise in European base interest rates, and the higher pricing for risk 
as a result of volatility in the credit markets. 

The cost efficiency and cost affordability ratios shown above exclude 
exceptional items in order to show underlying or ‘normalised’ performance 
as explained in ‘Key financial ratios and terms’ on page 42. The ‘cost 
efficiency’ ratio has improved from approximately 2% at the beginning 
of the decade to a low of 1.4%. A key contributor to this improvement has 
been the implementation of common pan-European systems platforms 
across the business, in turn driving process harmonisation and economies 
of scale.
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Key financial ratios continued

FCE’s credit loss ratio has reduced from a peak of over 100 basis points in 2002/2003 which reflected the economic cycle across Europe and difficult 
trading conditions for dealers particularly in Germany. In 2007 FCE’s credit loss ratio reached a low of 27 basis points for the full year, reflecting 
favorable economic conditions, the positive impact of higher recoveries from previously written-off dealer accounts and by receipts from debt sales 
in respect of previously written-off retail accounts.

In 2008, FCE’s credit loss ratio has increased to 43 basis points, reflecting adverse economic conditions particularly in Spain and Italy as identified 
in the chart below which expresses annualised losses as a percentage of Average net receivables (ANR). 2008 actual credit losses are still low when 
compared to historical levels. 

 

As commented in FCE’s 2007 Annual Report and Accounts, the credit loss cover ratio appeared exceptionally high in 2007 due to the favourable 
effect of a high level of loss recoveries in the denominator. The credit loss cover ratio has reduced in 2008, to a more normal level, and FCE judges 
that its credit loss provision is adequate.

Vehicle residual value losses have also increased but remain at a relatively low level of around £2 million for the first half of 2008 compared to a 
loss of £0.4 million for the equivalent period in 2007. For further details in regard to vehicle residual values refer to page 97 of FCE’s 2007 Annual 
Report and Accounts.
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Future prospects

A dividend has been paid in 2008 relating to earnings for the year ended 
31 December 2007 (see Note 15 ‘Post balance sheet events’). FCE is 
expected to remain appropriately capitalised, with capital ratios well 
above the regulatory requirements. FCE’s funding strategy is long-term 
and designed to ensure adequate liquidity.

In 2008, FCE expects the ‘Adjusted PBT’ to be lower than 2007 as  
a result of higher borrowing costs and tighter margins as discussed 
previously. Weaker economic conditions in 2008 will likely result in higher 
credit losses although they are expected to remain relatively low when 
compared to historical levels. FCE will continue to focus on improving 
internal operating efficiency.

The sale of Jaguar and Land Rover by Ford, and the appointment of  
a new financial services provider, will reduce the present portfolio size, 
and the associated revenue, by around 12% based on the current level 
of receivables. FCE is continuing to provide finance for Jaguar and Land 
Rover dealers and customers for a transitional period which varies by 
market and ends in June 2009.

This future prospects statement is based on current expectations, forecasts 
and assumptions and involves a number of risks, uncertainties, and other 
factors that could cause actual results to differ. FCE cannot be certain 
that any expectations, forecasts and assumptions will prove accurate or 
that any projections will be realised. The statement is based on the best 
available data at the time of issuance and will be updated upon publication 
of FCE’s 2008 Annual Report and Accounts. Other than this FCE does not 
undertake to update or revise publicly any forward-looking statements, 
whether as a result of new information, future events or otherwise. 

�FCE Bank plc – INTERIM REPORT AND FINANCIAL STATEMENTS – 2008



Principal risks and uncertainties

FCE’s principal risks and uncertainties for the remaining six months 
of the financial year are as outlined in the Business Review section of 
FCE’s 2007 Annual Report and Accounts.
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Credit risk management

Although credit risk has a significant impact on FCE’s business, it is mitigated by the majority of FCE’s retail, leasing and wholesale financing 
plans having the benefit of a title retention plan or a similar security interest in the financed vehicle. In the case of customer default the value
 of the re-possessed collateral provides a source of protection. FCE actively manages the credit risk on its retail and commercial portfolios to 
balance the levels of risk and return. 

The following graphs relate to retail and wholesale credit risk management, further details of which can be found on pages 19 and 20 of 
FCE’s 2007 Annual Report and Accounts.

Retail delinquency trends
Detailed below is a retail delinquency monthly trend graph for the last five years which highlights the percentage of retail contracts which are 
30, 60 and 90 days overdue, and continues to show a relatively stable trend. 

Risk management

For details of FCE’s policies and processes in relation to all types of risk 
management refer to the Business Review section of FCE’s 2007 Annual 
Report and Accounts.
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The bar chart below provides a high-level summary of dealer risk ratings 
at the end of each quarter during 2008, 2007 and 2006*. Percentages 
displayed in the chart below are calculated by dividing the total approved 
lines of credit for new wholesale lending to dealers of a particular risk 
rating group, by the total approved amount of lines of credit provided 
for new wholesale financing. This chart indicates that the percentage of 
better risk categories continues to remain high. 

* The financial risk ratings for 2006 and 2007 have been restated to 
correctly represent the % split for each risk rating group.

Wholesale risk ratings

Financial and judgmental internal risk evaluation ratings are assigned 
to each dealer from 0 (best) to 9 (worst). The internal risk ratings are 
as follows:

Risk Rating  Description
0 to 3   Excellent
4 to 6   Satisfactory
7 to 9   Marginal

11FCE Bank plc – INTERIM REPORT AND FINANCIAL STATEMENTS – 2008
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Funding

FCE’s funding continues to be predominately sourced independently of 
its parent FMCC. Independent funding is met primarily by securitisation 
transactions and fixed-rate unsecured debt. Despite the turmoil in the 
capital markets FCE has continued to derive funding from both public 
and private asset-backed securitisation transactions and unsecured debt 
issuance.

Asset-backed securitisation includes both amortising and revolving 
structures some of which include the flexibility provided by variable 
funding notes which vary with the size of the asset pool. 

Liquidity

As reported in FCE’s 2007 Annual Report and Accounts FCE’s balance 
sheet is inherently liquid because of the short term nature of finance 
receivables and cash compared to debt (see Cumulative Contractual 
Maturities chart on page 15 of the 2007 Annual Report and Accounts). 
Liquidity is further supported by sizeable undrawn committed credit 
facilities, most of which do not mature in the short term. 
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Who FCE is 

FCE is a United Kingdom (‘UK’) registered bank regulated by the Financial Services Authority (‘FSA’) and is a wholly-owned subsidiary of Ford. 

What FCE does 

FCE’s business is best described in the context of its three main customer groups – retail customers, dealers and Ford’s automotive brands.

FCE helps Ford automotive brands by providing:
• A pan-European, branded finance network dedicated to supporting 

the sale of their products
• Financial risk management support to ensure continuity of the 

distribution network
• Specialist support for key business and customer segments, and  

new market expansion

FCE helps Ford customers acquire their vehicles by providing:
• Finance for retail customers to purchase or lease Ford vehicles 
• Insurance products to protect customers when driving Ford vehicles
• Fleet / business customers with a wide range of financing options

Referred to as ‘Retail’ within the 2008 Interim Report and Accounts.

FCE helps Ford dealers sell their vehicles by providing:
• Finance to stock the forecourt with new and used Ford vehicles 
• Finance for test drive and courtesy cars
• Finance to enable dealers to operate their business, and expand  

their premises

Referred to as ‘Wholesale’ within the 2008 Interim Report and Accounts.
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Analysis of net receivables as at 30 June 2008 by brand and product segment
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On 2 June 2008, Ford completed the sale of its Jaguar and Land Rover operations to Tata Motors Limited. As of 30 June 2008, the combined Jaguar 
and Land Rover portion of FCE’s portfolio was 12%. For a transitional period of up to 12 months from the sale closing date, FCE will continue to 
provide financing for Jaguar and Land Rover dealers and customers. The length of the transition may vary by market. 
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Analysis of net receivables as at 30 June 2008 by major market

FCE employs around 2,400 staff  
in 15 European countries to serve 
over 5,400 dealers.

  Markets served by FCE

  Markets now served by Forso Nordic AB

Where FCE operates 

FCE operates directly in 15 European countries through  
a branch and subsidiary network, providing branded financial services for 
Ford, Jaguar, Land Rover, Mazda and Volvo. 

The Company also has a Worldwide Trade Financing division, which 
provides finance to distributors and importers in over 70 other 
countries.

In addition FCE has a 50% interest in Forso Nordic AB (Forso) which 
provides automotive financial services to Ford brands in Denmark, 
Finland, Sweden and Norway. For further information about Forso refer 
to pages 30 and 31.
 

For further information in regard to FCE refer to Note 43 ‘FCE and other 
related party information’ and ‘Other Information – European Operating 
Locations’ on page 119 of FCE’s 2007 Annual Report and Accounts. 
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Financial Statements

Statement of Directors’ Responsibilities

Responsibility statement

The Directors confirm that this condensed consolidated half-yearly 
financial statements (the ‘financial statements’) has been prepared in 
accordance with IAS 34 as adopted by the European Union. The Directors 
also confirm that the ‘Review as at 30 June 2008’ includes a fair review 
of the information required by the Disclosure and Transparency Rules 
(DTR) 4.2.7, namely:
• an indication of important events that have occurred during the first 

six months and their impact on the condensed set of financial 
statements, and a description of the principal risks and uncertainties 
for the remaining six months of the financial year.

On behalf of the Board

Bernard B Silverstone   P R Jepson
Chairman     Executive Director, 
     Finance and Strategy

27 August 2008

14 FCE Bank plc – INTERIM REPORT AND FINANCIAL STATEMENTS – 2008



15FCE Bank plc – INTERIM REPORT AND FINANCIAL STATEMENTS – 2008

Introduction

We been engaged by FCE Bank plc (the Company) to review the 
condensed consolidated half-yearly financial statements of the Group 
(comprising the Company and its subsidiaries) in the interim report and 
financial statements for the six months ended 30 June 2008, which 
comprises the condensed consolidated half-yearly income statement, 
condensed consolidated half-yearly statement of recognised income and 
expense, condensed consolidated half-yearly balance sheet, condensed 
consolidated half-yearly cash flow statement and related notes. We have 
read the other information contained in the interim report and financial 
statements and considered whether it contains any apparent 
misstatements or material inconsistencies with the information in the 
condensed consolidated half-yearly financial statements.

Directors’ responsibilities

The interim report and financial statements is the responsibility of, and 
has been approved by, the directors. The directors are responsible for 
preparing the interim financial report in accordance with the Disclosure 
and Transparency Rules of the United Kingdom’s Financial Services 
Authority.

As disclosed in note 1, the annual consolidated financial statements 
of the Group are prepared in accordance with International Financial 
Reporting Standards (IFRSs) as adopted by the European Union. The  
set of condensed consolidated half-yearly financial statements included 
in this interim financial report has been prepared in accordance with 
International Accounting Standard 34 ‘Interim Financial Reporting’, as 
adopted by the European Union and the Disclosure and Transparency 
Rules of the United Kingdom’s Financial Services Authority.

Our responsibility

Our responsibility is to express to the Company a conclusion on the set 
of condensed consolidated half-yearly financial statements in the interim 
financial report based on our review. This report, including the conclusion, 
has been prepared for and only for the Company for the purpose of the 
Disclosure and Transparency Rules of the Financial Services Authority 
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.

Scope of review

We conducted our review in accordance with International Standard on 
Review Engagements (UK and Ireland) 2410, ‘Review of Interim Financial 
Information Performed by the Independent Auditor of the Entity’ issued 
by the Auditing Practices Board. A review of interim financial information 
consists of making enquiries, primarily of persons responsible for financial 
and accounting matters, and applying analytical and other review 
procedures. A review is substantially less in scope than an audit conducted 
in accordance with International Standards on Auditing (UK and Ireland) 
and consequently does not enable us to obtain assurance that we would 
become aware of all significant matters that might be identified in an 
audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us 
to believe that the set of condensed consolidated half-yearly financial 
statements in the interim report and financial statements for the six 
months ended 30 June 2008 is not prepared, in all material respects, in 
accordance with International Accounting Standard 34 as adopted by 
the European Union and the Disclosure and Transparency Rules of the 
United Kingdom’s Financial Services Authority.

PricewaterhouseCoopers LLP
Chartered Accountants
27 August 2008
London

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 financial statements since they were initially 
presented on the website.

(b) Legislation in the United Kingdom governing the preparation and 
dissemination of financial statements may differ from legislation in 
other jurisdictions.

Financial Statements

Independent Auditors’  
Review Report to FCE Bank plc



Condensed consolidated half-yearly income statement
For the six month periods ended 30 June, 2008 and 2007

  30 June 30 June

  2008 2007

  Unaudited Unaudited

 Notes £ mil £ mil

Interest income 2 £732 £615

Interest expense  (470) (379)

NET INTEREST INCOME  262 236

Fees and commissions income 2 34 29

Fees and commissions expense  (8) (10)

NET FEES AND COMMISSIONS INCOME   26 19

Other operating income 2/3 106 75

TOTAL INCOME  394 330

Impairment losses on loans and advances 3/5 (35) (17)

Operating expenses 3 (117) (105)

Depreciation of property and equipment  (62) (64)

Fair value adjustments to derivative 

fi nancial instruments  12 (20)

PROFIT BEFORE TAX 2/3 192 124

Income tax expense  (66) (54)

PROFIT AFTER TAX AND 

PROFIT FOR THE PERIOD   £126 £70

Condensed consolidated half-yearly statement of total recognised income and expense

  30 June 30 June

  2008 2007

  Unaudited Unaudited

  £ mil £ mil

Profit for the period  £126 £70

Translation differences on foreign currency 

net investments  151 4

TOTAL RECOGNISED INCOME AND EXPENSE

FOR THE PERIOD  £277 £74

The accompanying ‘Notes to the condensed consolidated half-yearly financial statements 
at 30 June 2008’ are an integral part of the financial statements.

Financial Statements
Condensed consolidated half-yearly income statement / 
Condensed consolidated half-yearly statement of total 
recognised income and expense
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Financial Statements

Condensed consolidated 
half-yearly balance sheet

Condensed consolidated half-yearly balance sheet

  As at As at As at
  30 June 31 December 30 June
  2008 2007 2007
    Restated*
 Notes Unaudited  Unaudited
ASSETS  £ mil  £ mil  £ mil 
Cash and advances to banks  £1,766 £1,601 £1,070
Derivative financial instruments  155 135 97
Other assets  453 519 480
Loans and advances subject to securitisation 6 £10,091 £8,912 £6,988
Loans and advances not subject to securitisation 4 6,550 6,624 8,285
Total loans and advances to customers 4 £16,641 £15,536 £15,273
Property and equipment  235 249 257
Income taxes receivable  - 35 -
Deferred tax assets  53 59 54
Investment in a jointly controlled entity 7 36 - -
Goodwill and other intangible assets  32 35  35
TOTAL ASSETS 2 £19,371 £18,169 £17,266

LIABILITIES
Due to banks and other financial institutions 
in respect of securitisation  8 £7,082 £6,620 £5,584
Due to banks and other financial institutions 
not in respect of securitisation  8 1,768 1,566 1,750
Total due to banks and other financial institutions 8 £8,850 £8,186 £7,334
Due to parent and related undertakings 9 2,370 1,975 1,723
Derivative financial instruments  186 104  133
Debt securities in issue not in respect 
of securitisation 10 £3,663 £3,733 £4,423
Debt securities in issue in respect of securitisation 6/10 931 822 280
Total debt securities in issue 10 £4,594 £4,555 £4,703
Other liabilities  398 483 436
Income taxes payable  24 17 31
Deferred tax liabilities  46 33 30
Subordinated loans 11 369 361 455
TOTAL LIABILITIES 2 £16,837 £15,714 £14,845

CAPITAL AND RESERVES
Ordinary shares 12 614 614 614
Share premium 12 352 352 352
Retained earnings  12 1,568 1,489 1,455
TOTAL SHAREHOLDERS’ EQUITY 12 £2,534 £2,455 £2,421

TOTAL LIABILITIES & SHAREHOLDERS’ EQUITY  £19,371 £18,169 £17,266

* Refer to pages 20 and 21 for details of 30 June 2007 restated figures

The financial statements on pages 16 to 40 were approved by the Board of Directors on 
27 August 2008 and were signed on its behalf by:
Bernard B Silverstone P R Jepson
Chairman Executive Director, Finance and Strategy
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Financial Statements

Condensed consolidated 
half-yearly cash flow statement

Condensed consolidated half-yearly cash flow statement
For the six month period ended 30 June 2008 and 2007

   30 June 30 June

  2008 2007

   Restated*

  Unaudited Unaudited 

 Note £ mil £ mil

Cash flows from operating activities

Cash from operating activities 14 (712) (189)

Interest paid  (474) (358)

Interest received  722 613

Income taxes paid   (4) (41)

Net cash from/(used in) operating activities   (468) 25

Cash flows from investing activities

Purchase of property and equipment  - (11)

Proceeds from sale of property and equipment   - 7

Purchase of vehicles for operating leases  (181) (236) 

Proceeds from sale of operating lease vehicles  134 197

Net cash inflow on sale of interests to joint venture partner 7 31 -

Net cash (used in) investing activities  (16) (43)

Cash flows from financing activities

Proceeds from debt securities and due to banks and other financial institutions 4,779 4,516

Repayments of debt securities and due to banks and other financial institutions (4,387) (2,069)

Proceeds of funds provided by parent and related undertakings  511 207

Repayment of funds provided by parent & related undertakings  (574) (2,684)

Net increase/(decrease) in short term borrowings   321 (16)

Net increase/(decrease) in derivative financial instruments  9 25

(Increase)/decrease in Central bank deposits and other deposits 

in support of European Investment Bank loans  5 (2)

(Increase)/decrease in cash associated with securitisation transactions (93) (94)

Net cash from/(used in) financing activities  571 (117)

Effect of exchange rate changes on cash and cash equivalents   (13) -

Net increase / (decrease) in cash and cash equivalents 14 74 (135)

Cash and cash equivalents at beginning of period 14 243 245

Cash and cash equivalents at end of period 14 317 110

*2007 figures restated in order that reported cash flows are consistent with 2008 figures. Cash and cash equivalent figures 
have been adjusted to exclude cash associated with securitisation transactions, Central bank deposits and other deposits in 
support of European Investment Bank loans with a maturity date of greater than 90 days.

The accompanying ‘Notes to the condensed consolidated half-yearly financial statements at 30 June 2008’ are an integral part of 
the financial statements.
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1 Accounting policies 

The Interim Report has been prepared in accordance with IAS 34, 
‘Interim financial reporting’ as adopted by the European Union and the 
Disclosure and Transparency Rules of the Financial Services Authority. 
These interim financial statements do not constitute statutory accounts 
within the meaning of section 240 of the Companies Act 1985 (the Act). 
Statutory accounts for the year ended 31 December 2007 were approved 
by the Board of Directors on 19 March 2008 and delivered to the Registrar 
of Companies. The independent auditors’ report on those accounts was 
unqualified, did not contain an emphasis of matter paragraph and did 
not contain any statement under section 237 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 the Group’s consolidated financial 
statements in the 2007 Annual Report and Accounts which are prepared 
in accordance with International Financial Reporting Standards as 
adopted by the European Union. Results for an interim period should 
not be considered indicative of results for a full year. 

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 2007 Annual Report and 
Accounts. A new accounting policy relating to jointly controlled entities 
is detailed opposite which is required following FCE’s participation in a 
joint venture (see Note 7 ‘Investment in a jointly controlled entity’ on 
pages 30 and 31).

Joint ventures are those entities over whose activities FCE has joint control, 
established by contractual agreement. Interests in joint ventures are 
classified as jointly controlled entities and accounted for using the equity 
method.

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 ‘Profit before tax’.

Restatements of the FCE balance sheet figures as at 30 June 2007 
have been made as follows. There were no restatements of FCE balance 
sheet figures as at 31 December 2007:

Accounting Policy revision

Interest supplements and other support payments from related parties 
(including Ford and affiliated manufacturers) for financing transactions 
are deferred and recognised in interest income using the effective interest 
method. Such deferred income was previously reported within the Group 
balance sheet within the caption ‘Other liabilities’. Contributions received 
which have yet to be recognised in interest income have now been 
transferred to ‘Loans and advances to customers’ for retail and finance 
lease contracts.

In accordance with IAS 39 ‘Financial instruments; Recognition and 
measurement’ any fees and costs directly associated to the origination 
of the loans are to be recognised as an increase to yield over the life of 
the contract. Therefore this reclassification has been made to treat such 
contributions consistently with direct and incremental transaction costs 
which are deferred to ‘Loans and advances to customers’ for retail and 
finance lease contracts. 

Impact of restatement on balance sheet figures as at 30 June 2007

Reduction in figures reported for ‘Loans and advances to customers’ 
of £93 million and ‘Other liabilities’ of a corresponding amount.
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Accounting restatement

The fair value of derivative financial instruments were previously 
reported in the asset and liabilities sections of the balance sheet after 
offsetting positive and negative values by counterparty.

This adjustment has been made to correctly represent positive and 
negative fair values by counterparty on a gross basis.

Impact of restatement on balance sheet figures as at 30 June 2007

Increase in ‘Derivative financial instruments’ reported as assets of 
£49 million and increase in ‘Derivative financial instruments’ reported 
as liabilities of an equivalent amount.

The following new interpretations are mandatory for the financial year 
beginning 1 January 2008 but are not relevant to FCE:
• IFRIC 12 ‘Service Concession Arrangements’ effective for annual 

periods beginning on or after 1 January 2008.
• IFRIC 14 ‘Limit on a Defined Benefit Asset, Minimum Funding 

Requirements and their Interactions’ effective for annual periods 
beginning on or after 1 January 2008. 

The following new interpretations, standards and amended standards 
have been issued but are not effective for annual periods beginning on 
1 January 2008 and have not been early adopted by FCE. With the 
exception of IFRS 8 ‘Operating Segments’ these are not expected to be 
significant to FCE. 
• IFRIC 13 ‘Customer Loyalty Programmes’ effective for annual periods 

beginning on or after 1 July 2008.
• IAS 1 ‘Presentation of Financial Statements (Revised)’ effective for 

annual periods beginning on or after 1 January 2009.
• IAS 23 ‘Borrowing Costs (Revised)’ effective for annual periods 

beginning on or after 1 January 2009.
• IAS 27 ‘Consolidated and Separate Financial Statements (Revised)’ 

effective for annual periods beginning on or after 1 July 2009.
• IAS 32 ‘Financial Instruments: Presentation (Revised)’ effective for 

annual periods beginning on or after 1 January 2009.
• IFRS 2 ‘Share-based Payments (Revised)’ effective for annual periods 

beginning on or after 1 January 2009. 
• IFRS 3 ‘Business Combinations (Revised)’ effective for annual periods 

beginning on or after 1 July 2009.
• IFRS 8 ‘Operating Segments’ effective for annual periods beginning 

on or after 1 January 2009.

Financial Statements

Notes to the condensed consolidated half-
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 UK Germany Italy Spain France

 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007

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

  Restated*  Restated*  Restated*  Restated*  Restated*

Interest income £308 £225 £211 £163 £90 £62 £127 £75 £71 £37

Fees and commissions income 6 4 6 10 5 4 2 1 3 2

Other operating income 1 1 45 54 - - - - 1 1

Total revenues 315 230 262 227 95 66 129 76 75 40

Profi t/(loss) before tax £53 £55 £56 £37 £22 £12 £18 £15 £14 £8

Segment assets 7,974 6,003 7,711 6,209 2,719 1,988 4,119 2,401 2,240 1,137

Segment liabilities 6,856 5,445 7,083 5,741 2,346 1,714 3,754 2,155 2,043 988

2 Geographic segmental reporting

The Group is organised primarily on a geographic basis through its branches and subsidiaries. The performance of each location including the 
associated finance providers and Special Purpose Entities have been analysed below based on the geographic location. The figures reported include 
income statement results for the six months ended 30 June 2008 and 2007 and assets and liabilities as at 30 June 2008 and 2007.
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 Other Euro  Other  Central  Eliminations Total Group

 Currency locations locations Offi ce

 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007

  Restated*  Restated*  Restated*    Restated*

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

Interest income £128 £85 £68 £55 £160 £156 £(431) £(243) £732 £615

Fees and commissions income 6 4 6 4 - - - - 34 29

Other operating income 5 6 45 13 9 - - - 106 75

Total revenues 139 95 119 72 169 156 (431) (243) 872 719

Profi t/(loss) before tax £23 £14 £43 £13 £(37) £(30) £- £- £192 £124

Segment assets 3,920 3,002 1,694 1,773 5,298 6,549 (16,304) (11,796) 19,371 17,266

Segment liabilities 3,633 2,733 1,417 1,539 5,423 5,786 (15,718) (11,256) 16,837 14,845

* Refer to pages 20 and 21 for details of 30 June 2007 restated fi gures

‘Other Euro Currency locations’ comprise of Austria, Belgium, Greece, 
Ireland, Netherlands and Portugal. As at 30 June 2007 ‘Other Euro 
Currency locations’ included FCE’s branch and subsidiary in Finland, 
the business and assets of which have subsequently been transferred 
to a joint venture operation. For further details please refer to Note 7 
‘Investment in a jointly controlled entity’.

‘Other locations’ comprise of the Czech Republic, Hungary, Poland, 
Switzerland, Worldwide Trade Financing division, a Swedish holding 
company and an amortising receivable portfolio in Norway. As at 

Financial Statements

Notes to the condensed consolidated half-
yearly financial statements at 30 June 2008

30 June 2007 ‘Other locations’ included FCE’s branches in Denmark, 
Norway and Sweden, the majority of the business and assets of which 
have subsequently been transferred to a joint venture operation. For 
further details please refer to Note 7 ‘Investment in a jointly controlled 
entity’.

‘Eliminations’ are required to adjust for intra and inter-company 
transactions which are eliminated on consolidation.
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3 Profit before tax

Profit 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 
£35 million for the first half of 2008 compared to a reduced PBT of £12 million for the equivalent period in 2007.

Exceptional items

Profit from operations before tax (PBT) for the six months ended 2008 2007

30 June 2008 and 2007 is stated after crediting/(charging): £ mil £ mil

Operating income:

- Gain on sale of interests to joint venture partner (see below) £34 £-

- Commission income adjustment (provision)/release (see below) 1 (9)

Sub-total: Operating income £35 £(9)

Impairment losses on loans and advances:

- Additional provision for wholesale loans due to legal developments 

  in certain jurisdictions - (6)

Sub-total: Impairment losses on loans and advances £- £(6)

Operating expenses:

- Partial release of restructuring reserve - 3

Sub-total: Operating expenses £- £3

Total exceptional items £35 £(12)

A gain on sale of £34 million was realised by FCE in the first half of 2008 following the sale of 50 per cent plus one share in Forso to a joint venture 
partner. Refer to Note 7 ‘Investment in a jointly controlled entity’ on pages 30 and 31 for further details.

Following an initial review of commission income, the Company has provided for an adjustment of £9 million in the first half of 2007 reflecting 
certain risks relating to commission income which were judged probable. In the first half of 2008 following a more detailed review £1 million of the 
reserve has been released as certain risks have been assessed as not probable. 
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4 Loans and advances to customers 

Loans and advances to customers include:

‘Retail’ includes retail finance and lease contracts introduced from dealers 
and finance provided to commercial customers. Such contracts are 
primarily fixed-rate retail finance and lease contracts which generally 
require customers to pay equal monthly payments over the life of the 
contracts.

The collective impairment allowance as detailed above represents 
incurred losses in relation to both the retail and wholesale portfolios. 
For further details of retail delinquency trends and wholesale risk ratings 
refer to pages 10 and 11 respectively.

The provision for incurred losses represents management’s estimate 
of the losses incurred in the loan portfolios at the balance sheet dates. 

  At 30 June At 31 Dec At 30 June

  2008 2007 2007

  £ mil £ mil £ mil

    Restated*

Gross loans and advances to customers  £17,651 £16,478 £16,159

Unearned fi nance income  (788) (777) (741)

Provision for incurred losses (Note 5)  (110) (106) (103)

Unearned interest supplements from related parties  (156) (109) (93)

Net deferred loan origination costs  44 50 51

Net loans and advances to customers  £16,641 £15,536 £15,273

Analysis of net loans and advances:

Finance receivables:

Retail   £8,240 £8,197 £7,880

Wholesale   8,350 7,303 7,359

Other  51 36 34

Net loans and advances to customers  £16,641 £15,536 £15,273

    

Net loans subject to securitisation (Note 6)  £10,091 £8,912 £6,988

Net loans not subject to securitisation   6,550 6,624 8,285

Net loans and advances to customers  £16,641 £15,536 £15,273

    

Percentage analysis of net loans & advances:    

Percentage of retail fi nancing loans  50% 53% 52%

Percentage of wholesale/other fi nancing loans   50% 47% 48%

Percentage of loans subject to securitisation   61% 57% 46%

Percentage of loans not subject to securitisation   39% 43% 54%

* Refer to pages 20 and 21 for details of 30 June 2007 restated fi gures
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‘Wholesale’ primarily represents receivables originated to finance new 
and used vehicles held in dealer’s inventory and generally require dealers 
to pay a floating rate.

‘Other’ includes loans due from dealers for working capital and property 
acquisitions

The retail and wholesale portfolios are segregated due to the difference 
in nature and performance of these asset pools and statistical techniques 
are applied to each of the asset pools. Subjective judgements are made 
in this process. Changes in these estimates could result in a change to 
the provision and have a direct impact on the provision.
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5 Provision for incurred losses

  Retail Wholesale Total

  £ mil £ mil £ mil

Balance at 1 January 2007  £83 £23 £106

Impairment losses charged to income statement   16 1 17

Deductions:

- Losses written-off  (44) (3) (47)

- Recoveries   26 1 27

Net losses  (18) (2) (20)

Balance at 30 June 2007 / 1 July 2007  £81 £22 £103

Impairment losses charged to income statement   13 3 16

Deductions:

- Losses written-off  (50) (9) (59)

- Recoveries   36 2 38

Net losses  (14) (7) (21)

Other:

- Exchange adjustments  6 2 8

Balance at 31 December 2007 / 1 January 2008  £86 £20 £106

Impairment losses charged to income statement   33 2 35

Deductions:

- Losses written-off  (51) (3) (54)

- Recoveries   18 - 18

Net losses  (33)  (3) (36)

Other:

- Exchange adjustments  5 2 7

- Provision transfer relating to a sale of interests 

  in a jointly controlled entity (Note 7),  (2) - (2)

Balance at 30 June 2008  £89 £21 £110
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The Focus ECOnetic, emits just 115g/km of CO2, the lowest CO2 level in its class, and has been awarded the inaugural Green Car of the Year Award  
by WhatGreenCar.com. Fuel efficiency (combined cycle) is 65.6mpg.
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6 Sales of receivables and related financing 

In the period to 30 June 2008 FCE continued to increase its use of 
securitisation and trade financing transactions. Because of the similarity 
between securitisation and trade financing transactions they are 
included together and referred to as ‘securitisation’ within this report.

FCE periodically sells retail, lease and wholesale receivables in 
securitisation transactions which generally involve the sale of receivables 
to a Special Purpose Entity (SPE), and the issuance of debt securities to 
investors, the payment of which is backed by a pool of these receivables. 
The cash flows on the underlying receivables are used to pay principal 
and interest on the debt securities as well as transaction expenses and 
are not available to pay FCE’s other obligations or the claims of FCE’s 
other creditors until the associated debt or other obligations are satisfied. 
FCE’s retained interests in its securitisation transactions include senior 
and subordinated securities issued by SPEs, rights to restricted cash 
held for the benefit of the SPE and residual interests. Residual interests 
represent the right to receive collections on the securitised assets in 
excess of the amounts required to pay securitisation investors and to 
pay other transaction participants and expenses. By providing these 
enhancements and retained interests FCE has entered into an arrange-
ment which does not qualify as a transfer of a financial asset. 

FCE therefore continues to recognise the carrying value of the transferred 
assets on its balance sheet. The carrying value of FCE’s retained interests 
in securitisation transactions will be realised subject to actual credit 
losses and prepayment speeds on the underlying securitised assets.

The tables below and on the following page represent an aggregate 
summary balance sheet of the relevant finance providers and SPE’s 
which are consolidated into the Group and include:
• ‘Assets purchased’ represents receivables purchased from FCE 

(See Note 4 ‘Loans and advances to customers’ for further details).
• ‘Total external liabilities’ are reported net of FCE retained interests 

and is the legal liability of the relevant finance providers and SPE’s 
rather than FCE.

• ‘FCE retained interests’ includes securities retained by FCE and 
subordinated loans and senior seller loans repayable to FCE, which 
eliminate on consolidation.

• ‘Other liabilities’ includes outstanding positions held by the SPE with 
FCE and other external parties. The liabilities represent short term 
timing differences between collection and distribution periods as well 
as deferred purchase amounts and discounts from book value granted 
by FCE upon transfer of the assets.

   30 June 2008

 Wholesale Retail  Total Total

 Public Private Public Private Public Private Total

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

Assets purchased (Note 4) £- £5,376 £1,076 £3,639 £1,076 £9,015 £10,091 

SPE bank deposits - 225 42 176 42 401 443

SPE collateralised deposits - 153 84 381 84 534 618

SPE cash - 378 126 557 126 935 1,061

Total assets £- £5,754  £1,202 £4,196 £1,202 £9,950  £11,152

Due to banks and other financial institutions (Note 8) - 3,707 - 3,280 - 6,987 6,987

Debt securities in issue (Note 10) - - 931 - 931 - 931

Total external liabilities  - 3,707 931 3,280 931 6,987 7,918

       

FCE retained interests - 791 148 642 148 1,433 1,581

Other liabilities - 1,256 123 274 123 1,530 1,653

Total liabilities £- £5,754 £1,202 £4,196 £1,202 £9,950  £11,152
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   31 December 2007

 Wholesale Retail  Total Total

 Public Private Public Private Public Private Total

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

Assets purchased (Note 4) £- £4,278  £823 £3,811 £823 £8,089 £8,912

SPE other bank deposits - 206 40 170 40 376 416

SPE collateralised deposits - 88 59 405 59 493 552

SPE cash - 294 99 575 99 869 968

Total assets £- £4,572  £922 £4,386 £922 £8,958 £9,880

Due to banks and other financial institutions (Note 8) - 3,112 - 3,508 - 6,620 6,620

Debt securities in issue (Note 10) - - 822 - 822 - 822

Total external liabilities  - 3,112 822 3,508 822 6,620 7,442

FCE retained interests - 594 12 592 12 1,186 1,198

Other liabilities - 866 88 286 88 1,152 1,240

Total liabilities £- £4,572  £922 £4,386 £922 £8,958 £9,880

   30 June 2007

 Wholesale Retail  Total Total

 Public Private Public Private Public Private Total

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

Assets purchased (Note 4) £- £3,949  £250 £2,789 £250 £6,738 £6,988

SPE bank deposits - 226 31 143 31 369 400

SPE collateralised deposits - 102 20 281 20 383 403

SPE cash - 328 51 424 51 752 803

Total assets £- £4,277  £301 £3,213 £301 £7,490 £7,791

       

Due to banks and other financial institutions (Note 8) - 2,946 - 2,638 - 5,584 5,584

Debt securities in issue (Note 10) - - 280 - 280 - 280

Total external liabilities  - 2,946 280 2,638 280 5,584 5,864

       

FCE retained interests - 515 1 437 1 952 953

Other liabilities - 816 20 138 20 954 974

Total liabilities £- £4,277  £301 £3,213 £301 £7,490 £7,791

Refer to Note 15 ‘Post balance sheet events’ for further details of securitisation transactions completed after 30 June 2008.
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7 Investment in a jointly controlled entity

On 1 June 2008 FCE transferred the majority of its current and all future retail, leasing and wholesale financing business of its’ branches in Denmark, 
Finland, Norway and Sweden, and its subsidiary in Finland, Volvo Car Finance Limited, into Forso in exchange for shares in Saracen Holdco Ab. 
Forso is a regulated Swedish company with branch operations in Denmark and Norway and a subsidiary located in Finland, and at that time was 
wholly owned by Saracen Holdco Ab. a fully owned FCE subsidiary.

On 30 June 2008 Saracen Holdco Ab. sold approximately 50% of its interests in Forso to Sofinco S.A., a consumer credit subsidiary of Crédit 
Agricole S.A. The remaining interests of £36 million held by Saracen Holdco Ab. in Forso is reported in the balance sheet within the caption 
‘Investment in a jointly controlled entity’ as detailed below.

 30 June 

 2008

 £ mil

Net assets as detailed on facing page  £72

Less 50% of interests transferred to joint venture partner (36)

Interests retained by FCE  £36

The effective date of sale on which equity accounting commenced was 1 June 2008.

The gain on sale realised upon transfer of 50% of its interests in Forso is detailed below and is reported in the income statement balance sheet 
within the caption ‘Other operating income’:
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 30 June 

 2008

 £ mil

Proceeds from sale of 50% interest in Forso £61

Less: value of 50% of net assets (36)

Currency translation differences recognised on sale 

previously having been recognised within equity 9

PRE-TAX GAIN ON SALE 34

Income tax expenses (10)

POST-TAX GAIN ON SALE £24

FCE provided a subordinated loan of approximately £8 million to Forso which was subsequently repaid on 15 July 2008. All funding for Forso is now 
provided by the joint venture partner.

The Board of Directors of Forso is composed of eight directors and both parties to the joint venture are equally represented. A quorum requires 
at least two thirds of the Directors to be present and that both parties are equally represented. All business arising at the Board meeting shall be 
determined by a resolution passed by a favourable vote of at least two thirds of all Directors.

Forso is a regulated institution and is required among other things to maintain minimum capital reserves and also requires approval from the 
local Swedish regulator to pay dividends.
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A summary of assets and liabilities transferred to Forso on 1 June 2008 and sold to the joint venture partner is as follows:
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 As at

 1 June 

 2008

 £ mil

ASSETS

Cash and advances to banks £31

Other assets 92

Loans and advances to customers 780

Property and equipment 28

Income taxes receivable 2

Deferred tax assets 6

TOTAL ASSETS £939

LIABILITIES

Due to banks and other financial institutions £16

Due to FCE and related undertakings 789

Other liabilities 45

Deferred tax liabilities 9

Subordinated loan 8

TOTAL LIABILITIES £867

NET ASSETS £72

Cash flows arising from the sale of interest to the joint venture partner are as follows:
 30 June 

 2008

 £ mil

Proceeds from sale  £61

Less: cash and cash equivalents in business sold (30)

NET CASH INFLOW ON SALE £31

Profit after tax from these operations for the six month period* ended 30 June 2008 and 2007 is as follows:

 30 June 30 June

 2008 2007

 £ mil £ mil

Total revenue £40 £32

Total expenses (38) (30)

PROFIT BEFORE TAX 2 2

Income taxes  1 -

PROFIT AFTER TAX £3 £2

* Profit for the period from 1 June 2008 to 30 June 2008 has been excluded as this is attributable to the joint venture finance company.
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   As at As at As at

   30 June  31 Dec  30 June

   2008 2007 2007

   £ mil £ mil £ mil

Due to banks and other fi nancial institutions in respect of 

securitisation:

Obligations arising from sales of receivables (Note 6)  £6,987 £6,620 £5,584

Loans from European Central Bank (ECB) secured with 

pledged retained securitisation notes   95 - -

Sub-total: Due to banks and other fi nancial institutions 

in respect of securitisation   7,082 6,620 5,584

Due to banks and other fi nancial institutions not in respect 

of securitisation:

Borrowings from banks and other fi nancial institutions  919 733 809

Loans from European Investment Bank    732 706 832

Bank overdrafts (Note 14)   117 127 109

Sub-total: Due to banks and other fi nancial institutions 

not in respect of securitisation   1,768 1,566 1,750

Due to banks and other fi nancial institutions   £8,850 £8,186 £7,334

Due to banks and other fi nancial institutions analysis:

Obligations arising from sales of receivables   £6,987 £6,620 £5,584

Loans from ECB secured with pledged receivables  65 31 69

Loans from ECB secured with pledged retained 

securitisation notes    95 - -

Secured borrowings   7,147 6,651 5,653

Unsecured borrowings    1,703 1,535 1,681

Total due to banks and other fi nancial institutions  £8,850 £8,186 £7,334

8 Due to other banks and other financial institutions

‘Obligations arising from sales of receivables’ reflects proceeds received 
under private securitisation transactions. As the arrangements do not 
satisfy the requirements for derecognition, the sold receivables and the 
associated debt are not removed from the balance sheet. This debt is 
the legal obligation of the Special Purpose Entities and is secured by the 
receivables which are subject to securitisation. 

Loans from the European Central Bank (ECB) as at 30 June 2008 of 
£95 million (30 June 2007: nil) and £65 million (30 June 2007: £69 million) 
were supported by retained securitisation notes and wholesale receivables 
respectively. 

‘Borrowings from banks and other financial institutions’ are typically 
either payments received as the servicer in regard to sold receivables 

which are in process of being repaid or other borrowings excluding 
overdrafts utilised in the ordinary course of business. 

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

FCE’s management believes that there were no defaults of principal, 
interest or other breaches with respect to their liabilities during the six 
month period to 30 June 2008 and 30 June 2007. 
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9 Due to parent and related undertakings

    As at  As at As at

   30 June 31 Dec 30 June

   2008 2007 2007

   £ mil £ mil £ mil

Unsubordinated Debt

Term loans due to FMCC   £791 £733 £674

Deposits received from FCI   585 585 585

Amounts drawn under a short term revolving facility   - 290 -

Principal amounts due to parent undertakings  £1,376 £1,608 £1,259

Deposits received from related undertakings   240 41 24

Total Unsubordinated Debt   £1,616 £1,649 £1,283

Accounts payable to related undertakings   539 306 423

Declared dividend    190 - -

Accrued interest   25 20 17

Due to parent and related undertakings   £2,370 £1,975 £1,723

‘Term loan due to FMCC’ comprises of a loan with a maturity date of 2009. 

‘Deposits received from FCI’ are utilised to mitigate exposure 
concentrations. In the event of default by certain counterparties the 
deposits received can be offset against the amounts due to FCE.

‘Amounts drawn under a short term revolving facility’ are provided 
by FMCC. This facility matures on 8 February 2009 or earlier upon 
60 days notice from FMCC, and no notice has been given by FMCC. 
As at 30 June 2008 there were no outstandings against this facility.

‘Deposits received from related undertakings’ includes a Euro deposit 
of £195 million from Ford Motor Company Limited in support of a 
guarantee provided by FCE as collateral in respect of obligations of Ford 

in Romania. The maximum potential liability of FCE has been fully 
collateralised by the deposit. The expiration date of the guarantee is 
August 2009 and could terminate on payment and/or cancellation of 
the obligation by Ford. A payment to the guaranteed party would be 
triggered by failure of Ford to fulfill its obligation covered by the guarantee.

‘Declared dividend’ relates to the payment of a dividend for the year 
ended 31 December 2007 which was subsequently paid on 29 July 2008. 
Refer to Note 15 ‘Post balance sheet events’ for further details.

‘Accrued interest’ is mainly comprised of interest due on ‘term loans 
due to FMCC’ and ‘deposits received from related undertakings’ 
(including FCI).
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10 Debt securities in issue

Euro Medium Term Note (EMTN) – Certain notes to be issued under 
this Programme may be Continuously Available Retail Securities, which 
may be issued from time to time to retail investors on a continuously 
available basis. The Base Prospectus is dated 3 December 2007 and 
contains information relating to all notes, including Retail Securities. 
Notes issued under the EMTN programme are listed on the Official List 
of the Luxembourg Stock Exchange and are admitted for trading on the 
Luxembourg Stock Exchange’s regulated market. The Luxembourg’s Stock 
Exchange website address is provided on page 41. Refer to Note 15 ‘Post 
balance sheet events’ for details of issuances made after 30 June 2008.

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

‘Obligations arising from sales of receivables’ reflects sales of 
receivables completed under public transactions. As the arrangements 
do not satisfy the requirements for derecognition, the sold receivables 
and the associated debt are not removed from the balance sheet. This 
debt is the legal obligation of the Special Purpose Entities and is secured 
by the receivables which are subject to securitisation.

    As at  As at As at

   30 June 31 Dec 30 June

PROGRAMME (YEAR LAUNCHED) – AMOUNT  2008 2007 2007

LISTED DEBT:   £ mil £ mil £ mil

Euro Medium Term Note (1993) – US$12 billion:

- Continuously Available Retail Securities 

  (retail investors 1993)   £123 £182 £226

- Other European Medium Term Notes 

  (excludes Continuously Available Retail Securities)  2,954 2,805 3,329

Sub-total Euro Medium Term Notes   3,077 2,987 3,555

Obligations arising from sales of receivables (Note 6)  931 822 280

Polish CP (1993) PLN 1 billion    15 51 23

Euro Commercial Paper (CP) & Euro Certifi cate 

of Deposit (CD) (1993) – US$5 billion   - - 15

Sub-total listed debt   4,023 3,860 3,873

UNLISTED DEBT:

Schuldschein (refer to defi nition below)   571 695 830

Debt securities in issue   £4,594 £4,555 £4,703

Analysis of debt securities in issue

Unsecured borrowings   £3,663 £3,733 £4,423

Obligations arising from sales of receivables   931 822 280

Total debt securities in issue   £4,594 £4,555 £4,703
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11 Subordinated Loans

The US dollar subordinated loans are due to FCI, the Company’s immediate 
parent undertaking. The Company may repay or FCI may request 
repayment of the US dollar loans by giving one month’s written notice. 
Cross currency swaps are used to minimise currency risks on US dollar 
denominated funding.

The Company has a US$1 billion subordinated loan facility with FCI. 
This facility enables the Company to respond quickly if additional capital 
support is required. Under the terms of the facility, the Company is able 
to take draw downs up to the maximum principal amount of the facility. 
Any undrawn amount of the facility will be available until it is cancelled 
either by the Company or FCI. At the end of June 2008, the amount 
outstanding under the facility totalled US$ 568.6 million (June 2007: 
US$ 768.6 million), and comprised the US$ 218.6 million (June 2007: 
US$ 218.6 million) perpetual loans and three dated loans totalling 
US$ 350 million (June 2007: US$ 550 million) as indicated by asterisks 
in the above table.

    As at  As at As at

   30 June At 31 Dec At 30 June

Type/ Currency  2008 2007 2007

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

Perpetual loan US$ 218.6*  £110 £109 £109

Perpetual loan EUR€ 46.0  36 34 31

Perpetual loan EUR€ 35.8  28 26 24

Perpetual loan EUR€ 12.8  10 9 8

Perpetual loan EUR€ 5.6  4 4 4

Perpetual loan EUR€ 5.6  4 4 4

Perpetual loan EUR€ 0.8  1 1 1

Total perpetual loans   193 187 181

Loan 2010 US$ 250*  125 125 125

Loan 2012 US$ 55*  28 27 27

Loan 2011 US$ 45*  23 22 22

Loan 2007 US$ 200*  - - 100

Total term loans   176 174 274

Subordinated loans   £369 £361 £455

Analysis of subordinated loans

Due to FCI (US$ denominated loans)  286 283 383

Due to FMCC (EUR€ denominated loans)  83 78 72

Total subordinated loans   £369 £361 £455

The Euro loans are due to FMCC. The Company may terminate the 
agreement at any time by giving one month’s written notice. FMCC may 
terminate the agreement by giving five years and one day’s prior written 
notice. The Euro subordinated loans relate to two German branches of 
the Company (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 the Company, be subordinated 
to the rights of all unsubordinated creditors of the Company with respect 
to their senior claims. 

Early repayment of the loans which are all due to fellow Ford subsidiaries 
requires the prior written consent of the FSA and as such these loans 
qualify for Tier 2 capital for regulatory reporting purposes.
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12 Total shareholders’ equity

The Board of Directors declared a dividend for the year ended 31 December 2007 of £190 million, equating approximately to 30.93 pence per 
ordinary share. Payment of this dividend was made on 29 July 2008. Refer to Note 15 ‘Post balance sheet events’ for further details.

‘Share-based payments’ or Restricted Stock Units (RSU’s) relates to an incentive programme awarded to directors and employees of FCE. The 
fair value of the employee services received in exchange for the RSU’s is recognised as an expense and a corresponding increase in shareholder’s 
equity, over the vesting period. The costs of providing RSU’s are charged to FCE by Ford in the year granted and are recognised within shareholder’s 
equity over the vesting period.

 Share  Share  Retained  Total

 capital premium earnings 

 £ mil £ mil £ mil £ mil

Balance at 1 January 2007 £614 £352 £1,381 £2,347

Currency translation differences - - 4 4

Net gains not recognised in the income statement - - 4 4

Profi t for the period - - 70 70

Balance at 30 June 2007/1 July 2007 £614 £352 £1,455 £2,421

Currency translation differences - - 151 151

Net gains not recognised in the income statement - - 151 151

Dividend declared  - - (250) (250)

Profi t for the period - - 133 133

Balance at 31 December 2007/1 January 2008 £614 £352 £1,489 £2,455

Currency translation differences - - 151 151

Net gains not recognised in the income statement - - 151 151

Dividend declared (see below) - - (190) (190)

Currency translation differences transferred to the income statement on sale of interests 

to a joint venture partner (Note 7) - - (9) (9)

Profi t for the period - - 126 126

Share-based payments - - 1 1

Balance at 30 June 2008 £614 £352 £1,568 £2,534
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13 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 
• Jointly controlled entities 

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

The most significant related party transactions are funding provided to 
the Company by FMCC and FCI and service fees charged to the Company 
by FMCC the details of which are contained below:
• Term loans due to FMCC (see note 9 ‘Due to parent and related under-

takings’) with a maturity date of 2009. As at 30 June 2008 such loans 
totalled £791 million (30 June 2007: £674 million). Interest expense for 
the six month period to 30 June 2008 was £26 million (30 June 2007: 
£49 million).

• Amounts drawn by the Company under a short term revolving facility 
provided by FMCC which matures on 8 February 2009 or earlier upon 
45 days notice from FMCC. As detailed in note 9 ‘Due to parent and 
related undertakings’. As of 30 June 2008 no amounts were drawn 
under this facility (30 June 2007: nil), due to the increase in the asset-
backed funding programme and unsecured debt issuances under the 
Company’s Euro Medium Term Note programme which are detailed 
in note 6 ‘Sales of receivables and related financing’ and note 10 
‘Debt securities in issue’. Interest expense for the six month period  
to 30 June 2008 was £21 million (30 June 2007: £3 million).

• Deposits received from FCI in order to mitigate exposure concentrations. 
As at 30 June 2008 such deposits totalled £585 million (30 June 2007: 
£585 million) and are detailed in note 9 ‘Due to parent and related 
undertakings’. Interest expense for the six month period to 30 June 2008 
was £24 million (30 June 2007: £24 million).

• Subordinated loans (see note 10 ‘Subordinated loans’) received from 
FCI and FMCC which qualify for Tier 2 capital for regulatory reporting 
purposes. As at 30 June 2008 such loans totalled £369 million (30 June 
2007: £455 million). Interest expense for the six month period to  
30 June 2008 was £9 million (30 June 2007: £15 million).

• A dividend payment to FCI (see Note 12 ‘Total shareholders’ equity’) for the 
year ended 31 December 2007 of £190 million equating to approximately 
30.93 pence per ordinary share. Refer to Note 12 ‘Total shareholders’ 
equity’ and Note 15 ‘Post balance sheet events’ for further details.

• 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 2008 was £3 million  
(30 June 2007: £4 million).

Transactions with directors and officers
Loan arrangements exist for certain directors and officers of FCE, whereby 
directors or officers purchase vehicles from Ford Motor Company Limited 
(FMCL), and FCE provides the loan to finance the purchase. The individual 
pays FCE 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 the sale. These loans totalled £383,000 as at 31 December 
2007. The loans reported include loans to connected persons. No 
significant changes in such loans have occurred since 31 December 2007. 

Transactions with entities under common control
Entities under common control include all subsidiaries of Ford 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 maintains a controlling 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 primarily for wholesale 

vehicle finance plans

As at 30 June 2008 unearned interest supplements totalled £195 million 
(30 June 2007: £93 million) and are reported in Note 4 ‘Loans and advances 
to customers’. Interest supplements earned and recorded in the income 
statement for the six month period to 30 June 2008 were £273 million 
(30 June 2007: £211 million).

Following the sale of Jaguar and Land Rover by Ford on 2 June 2008, 
transactions with these entities are reported as related party transactions 
at 30 June 2007 and as external transactions at 30 June 2008.

FCE has guaranteed obligations of Ford in Romania of which the 
maximum potential payment of £195 million has been fully collateralised 
by a deposit from Ford Motor Company Limited. For further information 
please refer to Note 9 ‘Due to parent and related undertakings’.

Transactions with a jointly controlled entity 
FCE’s only jointly controlled entity is Forso for which information has 
been disclosed in Note 7 ‘Investment in a jointly controlled entity’.

There have been no other significant changes in transactions with related 
parties in the six month period to 30 June 2008. For further details in regard 
to related party transactions refer to Note 33 of FCE’s 2007 Annual Report 
and Accounts.
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14 Notes to consolidated cash flow statements

Reconciliation of profit before tax to cash from operating activities for the six month periods ending 30 June 2008 and 30 June 2007.

  30 June  30 June

  2008 2007

   Restated*

Cash from operating activities Note £ mil £ mil

Profit before tax 2 192 124

Adjustments for:

Depreciation expense on property and equipment  1 1

Depreciation expense on operating lease vehicles  61  63

Effects of foreign currency translation  151 4

(Profit)/loss on sale of operating lease vehicles  - (1)

Profit on sale of interests to joint venture partner 7 (34) -

Effect of loans written-off  54 45

Amortisation of other intangibles  2 3

Unrealised gain/(loss) on mark-to-market valuations  (12) 20

Interest expense  470 379

Interest income  (732) (615)

Changes in operating assets and liabilities:

Net increase/(decrease) accrued liabilities and deferred income  (17) (11)

Net increase/(decrease) deferred charges and prepaid expenses  6 (10)

Net (increase)/decrease in finance receivables  (1,944) (543)

Net (increase)/decrease in vehicles awaiting sale  120 2

Net (increase)/decrease in accounts receivables  (120) 25

Net increase/(decrease) in accounts payables  50 34

Net (increase)/decrease in accounts receivables from related 

undertakings  772 51

Net increase/(decrease) in accounts payables to related undertakings 268 240

Cash (used in)/from operating activities  £(712) £(189)
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Reconciliation of cash and cash equivalents at beginning and end of period and of movements for the six months ended 30 June 2008 and 2007.

  30 June  30 June

  2008 2007

   Restated*

Cash and cash equivalents Note £ mil £ mil

At beginning of period:

Bank balances and other liquid funds  £357 £378

Bank overdrafts  8 (127) (133)

Balance at 31 December 2007 and 2006  230 245

Effect of exchange rate changes  13 -

Balance at beginning of period  £243 £245

At end of period:

Bank balances and other liquid funds   £434 £219

Bank overdrafts  8 (117) (109)

Balance at end of period  £317 £110

Net increase / (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period  £243 £245

Cash and cash equivalents at end of period  317 110

Net increase / (decrease) in cash and cash equivalents  £74 £(135)

*2007 cash and cash equivalent figures have been adjusted to exclude cash associated with securitisation 

transactions, Central bank deposits and other deposits in support of European Investment Bank loans with 

a maturity date of greater than 90 days.

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 banks and petty cash, net of bank overdrafts. In the balance sheet, 
bank overdrafts are included within liabilities within the caption ‘Due to banks and other financial institutions’.
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15 Post balance sheet events

Credit Ratings
Two of the main rating agencies have lowered the Credit Rating they 
assign to FCE’s parent company Ford Motor Credit Company (FMCC). 
On 31 July 2008, Standard & Poor’s Rating Services (S&P) assigned 
FMCC’s long-term senior unsecured debt a rating of ‘B-’ (previously ‘B’). 
On 1 August 2008, Fitch Ratings changed the Rating of FMCC’s senior 
unsecured debt to ‘B+’ from ‘BB-’. Fitch Ratings assigns FCE the same 
rating as FMCC while S&P maintains a one-notch positive differential, 
assigning FCE a ‘B’. For further details in regard to Credit Ratings refer 
to page 16 of FCE’s 2007 Annual Report and Accounts.

Dividend Payment
The Board of Directors agreed the payment of a dividend for the year 
ended 31 December 2007 of £190 million, equating approximately to 
30.93 pence per ordinary share. Payment of this dividend was made on 
29 July 2008.

Unsecured debt issuance
In August 2008 FCE issued EUR€400 million bonds (approximately 
£314 million) with a term of three and a half years under its Euro 
Medium Term Note (EMTN) programme, which has an issuance limit  
of US$ 12 billion. Refer to Note 10 ‘Debt securities in issue’ for further 
details of FCE’s EMTN programme.

Sales of receivables and related financing
In August 2008 to provide future flexibility and enhance the diversity of 
funding sources, FCE elected to repurchase approximately £465 million 
of performing retail assets from a private securitisation transaction. 
These assets are therefore available for inclusion in future transactions.

Financial Statements

Notes to the condensed consolidated half-
yearly financial statements at 30 June 2008



Additional data Website addresses

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

 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)

Luxembourg’s Stock Exchange  http://www.bourse.lu
which includes:
• FCE Bank plc. – Euro Medium Term Note Base Prospectus 

(refer to Note 8 ‘Debt Securities in Issue’)

Website addresses 

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

For the purpose of this report (with exception of the ‘Independent review report’) the term
(i) ‘2007 Annual Report and Accounts’ means FCE’s consolidated annual financial statements as at and for the year ended 31 December 2007
(ii) ‘Balance sheet’ means Condensed consolidated half-yearly balance sheet as presented on page 17
(iii) ‘Company’ means FCE Bank plc and its European branches
(iv) ‘Group’ or ‘FCE’ means the Company and its subsidiaries
(v) ‘FCI’ means Ford Credit International, Inc a company incorporated under the laws of Delaware USA, a subsidiary of Ford Credit and the Company’s 
 immediate shareholder
(vi) ‘FMCC’ or Ford Credit means Ford Motor Credit Company LLC, a limited liability company incorporated under the laws of Delaware USA and an indirect 
 wholly owned subsidiary of Ford
(vii) ‘Ford’ means Ford Motor Company, a company incorporated under the laws of Delaware USA and the Company’s ultimate parent company. In some cases, 
 this term may mean Ford Motor Company and all or some of its affiliates
(viii) ‘Forso’ or ‘the Forso JV’ means a joint venture finance company established with Sofinco, a consumer credit subsidiary of Credit Agricole S.A. in June 2008 
 which provides customer and dealer automotive financing in the Nordic markets
(ix) ‘Income statement’ means Condensed consolidated half-yearly income statement as presented on page 16
(x) ‘Interim Report’ means FCE’s consolidated interim report and financial statements as at and for the half year ended 30 June 2008
(xi) ‘Special Purpose Entity’ or ‘SPE’ means a bankruptcy-remote entity whose operations are limited to the acquisition and financing of specific assets (which may 
 include the issue of asset backed securities and making payments on the securities) and in which FCE usually has no legal ownership or management control
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Key Financial Ratios and Terms

The cost ratios as displayed exclude exceptional items in order to show underlying performance as explained in the profitability table 
contained on page 6.

   Half year Half year

   ended 2008 ended 2007

   £ mil £ mil

A [i] Average net receivables  £16,757 £14,966

A [ii] Risk weighted exposures  15,638 16,631

A [iii] Collective impairment allowance  107 98

B [i] Average Year Equity  2,495 2,384

B [ii] End of period Adjusted Common Equity (ACE)  2,502 2,386

B [iii] End of period Adjusted Total Equity (ATE)  2,695 2,567

  INCOME:

 - Total income  394 330

 - Deduct exceptional items (Note 3)   (35) 9

 - Depreciation of Operating lease vehicles  (61) (63)

C  Normalised Income (Margin)  £298 £276

 OPERATING COSTS:  

 - Other Operating expenses  £(117) £(105)

 - Office equipment and leasehold amortisation  (1) (1)

 - Exceptional expense/(income) (Note 3)  - (3)

D Normalised Operating costs  £(118) £(109)

E  Net losses (Note 5)  (36) (20)

F  Profit after tax  £126 £70

 KEY FINANCIAL RATIOS:

 Return on Equity (F*2/B[i])  10.1% 5.9%

 Margin (C*2/A [i])  3.6%  3.7% 

 Cost Efficiency Ratio (D*2/A [i])  1.4% 1.5%

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

 Credit Loss Ratio (E*2/A [i])  0.43% 0.27%

 Credit Loss Cover (A [iii]/E*2)  1.5 years 2.4 years

 ACE/Risk weighted exposures (B [ii]/A [ii])  16.0% 14.4%

 ATE/Risk weighted exposures (B [iii]/A [ii])  17.2% 15.4%

*2 indicates annualised ratios

Financial Terms Meaning

Adjusted Common Equity (ACE) End of period shareholders’ equity less goodwill and other intangible assets
Adjusted Total Equity (ATE)  ACE plus perpetual subordinated debt.
Average net receivables The balance of net receivables at the end of each month divided by the number of months within the reporting period.
Exceptional items Typically non-recurring events or transactions of which disclosure aids the interpretation of performance compared to previous years
Normalised Excluding exceptional items
Risk Weighted exposures Exposures multiplied by the appropriate percentage risk weighting utilised for capital adequacy ratio purposes. 
 2008 risk weightings have been revised to comply with Basel II revised international capital framework





FCE Bank plc
INTERIM REPORT AND 
FINANCIAL STATEMENTS
for the half year ended 30 June 2008


