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Definitions
For the purpose of this report (with exception of the ‘Independent review report’) the term
(i) ‘Company’ means FCE Bank plc and its European branches
(ii) ‘Group’ or ‘FCE’ means the Company and its subsidiaries
(iii) ‘FMCC’ or Ford Credit means Ford Motor Credit Company LLC, an indirect wholly owned subsidiary of Ford
(iv) ‘Ford’ means Ford Motor Company, the Company’s ultimate parent company
(v) ‘FCI’ means Ford Credit International, Inc a subsidiary of FMCC and the Company’s immediate shareholder
(vi) ‘Special Purpose Entity’ or ‘SPE’ means a bankruptcy-remote entity whose operations are limited to the acquisition and financing 
 of specific assets and in which the Company has no legal ownership or management control
(vii) ‘Interim Account’ means FCE’s consolidated interim financial statements as at and for the half year ended 30 June 2007
(viii) ‘2006 Annual Report and Accounts’ means FCE’s consolidated annual financial statements as at and for the year ended 31 December 2006

www.fcebank.com

FCE Bank plc. Central Office, Eagle Way, Brentwood, Essex CM13 3AR. 
Registered in England and Wales no 772784
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For the first half of 2007 FCE achieved pre-tax profits of £124 million. 

Excluding exceptional items and Derivative Fair Value Adjustments the 

‘Adjusted PBT’ is broadly in line with FCE’s 2006 first half profits as 

detailed in the ‘Profit before Tax’ chart within the Financial highlights 

section. FCE is a pan-European, multi-brand organisation which relies 

on exceptional teamwork and collaboration amongst its employees 

to deliver such consistent results.

FCE remains focused on its core 

products and services and Ford 

brands. The Company’s strategy 

is to ‘buy it right’, ‘service it right’ 

and ‘collect it right’. This focus 

continues to serve FCE well and 

it has benefited from a modest 

growth in receivables in the first 

half of 2007. Just as importantly 

the portfolio continues to perform 

in line with predicted risk profiles 

resulting in historically low credit 

losses.

FCE has continued to utilise its access to a diversity of funding 

channels. In early 2007 it raised over £2 billion through three separate 

issues under its medium term note programme. At the same time FCE 

has continued an active securitisation programme, launching eight 

transactions, each representing assets from a different geographic 

market and raising a further £2 billion in funding. Today over forty 

percent of FCE’s receivables are securitised. As a result of these 

activities FCE is less reliant on its parent, Ford Motor Credit Company, 

for funding. This was favourably commented on by Standard & Poor’s 

when it maintained FCE’s credit rating as one notch higher than FMCC 

in 2007.

In the first six months of 2007 the Company substantially completed 

re-organisations of its business in two of its major locations, France 

and Germany. Both markets are centralising all their activity excluding 

sales into a single service centre which affords greater efficiencies of 

scale and improved effectiveness through deeper specialisation in its 

key disciplines. FCE continues to review its business model throughout 

Europe to leverage best practices from its wide footprint of operations 

and to ensure the highest quality service to its customers.

FCE’s automotive partners include Jaguar, Land Rover and Volvo. 

At the time of writing Ford Motor Company is exploring the potential 

sale of the combined Jaguar and Land Rover business with selected 

parties, and it is also carrying out a strategic review of Volvo Car 

Corporation. No final announcement has been made with regard to 

the future of these marques and FCE is closely monitoring develop-

ments to manage any implications for its finance brands.

FCE has continued to invest in a number of pan-European strategic 

IT applications over recent years to reduce operating costs and 

deliver consistently high customer service. In the first half of 2007 

it successfully completed a pilot which provides dealers with web-

enabled access to FCE’s dealer inventory financing system. Using 

this tool dealers can quickly obtain vehicle wholesale inventory 

reports and other information. This also reduces company and 

dealer costs, the cycle time for key management information and 

the use of paper. This web-enabled access tool is currently live in 

three locations and is planned to be rolled-out across Europe during 

the coming year.

FCE continues to develop its alliances with leading specialist providers 

of insurance and full service leasing products. These relationships 

allow FCE to bring additional products and services to its customers 

which, combined with FCE’s in-house offerings, create a rounded set 

of automotive related financial products and services. 

This alternative business approach reduces FCE’s funding requirements 

while giving customers access to market leading products and new 

product offerings: ‘Business Partner Lite’ for small fleets that do not 

need the traditional full-service leasing product is an example of this. 

First launched in southern Europe, ‘Business Partner Lite’ is now 

being introduced in other markets and is a great example of how 

the Company can use its access to distribution throughout Europe 

to attract partners with the specialist capabilities to deliver high 

quality, innovative products.

FCE continues to be a business which is able to adapt and grow to 

meet the fast changing European environment. The first half of 2007 

has seen the introduction of several key new vehicles which has 

stimulated an increased share for Ford in an otherwise flat European 

automotive market. 

In particular FCE has benefited from integrating its marketing 

approach with its automotive partners to have the right offers in 

the right place at the right time to leverage the launch excitement 

around the new Land Rover Freelander, Volvo C30 and Ford Mondeo. 

Thanks to the hard work of FCE’s staff, and its close co-operation 

with its automotive partners and dealers, I remain confident that 

FCE has the ability, commitment and a winning formula to deliver 

strong results in the future.

Bernard B Silverstone

Chairman, FCE Bank plc.

26 September 2007
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Profitability

Profit 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 £156 million, down £2 million from 
a year ago.

Note on Fair Value Adjustments

FCE’s primary market risk exposure is interest rate risk and results 
principally from differences in the re-pricing characteristics of assets and 
liabilities. FCE uses derivatives to manage interest rate risks and as a 
matter of policy, does not use derivatives for speculative purposes. The 
derivative financial instruments used in FCE’s interest risk management 
process are interest rate swaps. The following table provides a summary 
of the main causal factor for the decrease and increase in fair value 
adjustments to derivative financial instruments.

  Trend in Base  Fair Value
Pay  Receive Interest Rates Adjustment 
Fixed Rate Floating Rate Base Rates Increasing  Positive Adjustment – 

   increase value of derivative 

Floating Rate Fixed Rate Base Rates Increasing Negative Adjustment – 

   decrease value of derivative

Fixed Rate Floating Rate Base Rates Decreasing  Negative Adjustment – 

   decrease value of derivative

Floating Rate Fixed Rate Base Rates Decreasing Positive Adjustment – 

   increase value of derivative 

Due to the issuance of fixed rate debt during first half 2007 (EMTN’s 
issuances see note 8) FCE required more ‘pay floating rate receive fixed 
rate’ derivatives to mitigate the interest rate risk. As base rates were 
increasing during the first half of 2007 the value of FCE’s derivative 
instruments decreased, resulting in a negative impact on PBT. The 
opposite was seen in 2006 as FCE had mainly ‘pay fixed rate receive 
floating rate’ derivatives and rising base rates meant that the fair value 
had a positive impact on PBT. 

As FCE does not elect hedge accounting and the underlying debt fair 
value is not included as an offset in the derivative fair value adjustment, 
the ‘fair value adjustments to derivative financial instruments’ has 
therefore been excluded in the calculation of ‘Adjusted PBT’ in order to 
show underlying performance.

Future Prospects 

The major economies in which FCE operate continue to cope well with 
higher interest rates and FCE’s credit losses continue to remain low as a 
result of its sound business practices and risk management principles. The 
progress made in restructuring its business, enhancing its technologies 
and diversifying funding sources means that FCE is well positioned to 
continue to deliver strong results. However we recognise that, at the time 
of writing, there is much uncertainty about the future direction of financial 
markets.

As noted in the Chairman’s statement, Ford is actively evaluating the 
potential sale of the combined Jaguar and Land Rover business with 
selected parties and also carrying out a strategic review of Volvo. Jaguar 
and Land Rover represent approximately 10% of FCE’s balance sheet 
and Volvo accounts for a further 12%. 

  First Half First Half Second Half

Adjusted PBT excluding exceptional items 2007 2006 2006

and derivative fair value adjustments £ mil £ mil £ mil

PBT including exceptional items £124 £195 £134

Deduct exceptional gains/(losses) as detailed in Note 3 (12) 8 (16)

PBT excluding exceptional items 136 187 150

Deduct fair value adjustments gains/(losses) 

to derivative financial instruments  (20) 29 6

Adjusted PBT £156 £158 £144



Balance Sheet

Assets – Average loans and advances for the half year ended 30 June 2007 
were £15,131 million, similar to that of the first half of 2006. End of period 
loans and advances at 30 June 2007 however were £15,366 million, up 
£428 million from the first half of 2006, primarily reflecting increased 
amounts of wholesale receivables financed (see Note 4 ‘Loans and 
advances to customers’).

Liabilities – As planned amounts ‘due to parent and related undertakings’ 
as at 30 June 2007 were £1,723 million reduced to about half the level at 
30 June 2006. The reduction in intercompany debt is primarily due to the 
increase in asset-backed funding and unsecured debt issuances under the 
Company’s Euro Medium Term Note programme (detailed in note 5 
‘Sales of receivables and related financing’ and note 8 ‘Debt securities in 
issue’ respectively). The reduced reliance on FMCC for funding further 
demonstrates FCE’s independence and was favourably commented upon 
by Standard & Poor’s as part of the 2007 credit rating process.

�FCE Bank plc – INTERIM REPORT AND ACCOUNTS – 200�

Key Financial ratios

The key financial ratios are displayed on the following page.

The competitive environment combined with rising base interest 
rates continued to add pressure to margins. ‘Margin’ declined by 0.2% 
for the first half of 2007 to 3.7% from 3.9% in the first half 2006 as FCE 
has not increased its rates to customers as quickly as Euribor and Libor 
base borrowing rate rises.

The ‘cost efficiency’ and ‘cost affordability’ ratios for the half year 
ended June 2007 both improved from 1.6% to 1.4% and 40% to 39% 
respectively, from first half 2006 to first half 2007, as FCE benefited from 
restructuring actions. For further details of restructuring actions taken in 
Germany see Note 3 ‘Profit from operations before tax’. To mitigate the 
margin pressures FCE’s sustained focus will continue to be on maximising 
operational effectiveness, increasing customer satisfaction and supporting 
Ford vehicle sales.

FCE’s ‘credit loss ratio’ of 0.26% for the first half of 2007 reduced 
from 0.32% in the first half 2006, despite the higher base interest rates 
and the inclusion of an exceptional reserve (see Note 3 ‘Profit from 
operations before tax’). Credit losses continue to benefit from sound 
business practices and risk management principles e.g. almost all FCE’s 
lending is secured, normally by an interest in the motor vehicle financed. 
Credit losses are expected to increase slightly in the second half of the 
year from their current historically low level. 

‘Return on equity’ for the first half of the year has declined to 5.9% 
from 9.6% for same period one year ago, reflecting lower profits and an 
increase in average year equity retained in the period. 

The ratio for ‘Adjusted Common Equity’ (ACE) as a percentage of  
‘risk weighted assets’ has remained at 14.4%.

• ACE = End of period shareholders’ equity less goodwill and other 
intangible assets,

• ‘Adjusted Total Equity’ (ATE) = ACE plus perpetual subordinated debt 
(see Note 9 ‘Other borrowed funds’),

• ‘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 items in order to show underlying performance as explained 
in the profitability table contained on page 6. 

  Half year  Half year

  ended 2007 ended 2006

   Restated*

  £ mil  £ mil

A [i] Average loans and advances to customers £15,131 £15,136*

A [ii] Risk Weighted Assets 16,631 15,260

B [i] Average Year Equity 2,384 2,168

B [ii] End of period Adjusted Common Equity (ACE) 2,386 2,191

B [iii] End of period Adjusted Total Equity (ATE) 2,567 2,385

 

 INCOME:

 - Operating income £330 £363

 - Depreciation of operating lease vehicles (63) (63)

 - Exclude exceptional items (Note 3)  9 (8)

C  Normalised Income (Margin) £276 £292

 OPERATING COSTS:  

 - Other operating expenses £(105) £(116)

 - Office equipment and leasehold amortisation (1) (2)

 - Exclude exceptional items (Note 3)  (3) -

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

   

E  Net credit losses (Note 4) (20) (24)

   

F  Profit after tax  £70 £104

 KEY FINANCIAL RATIOS:  

 Return on Equity (F*2/B[i]) 5.9% 9.6%

 Margin (C*2/A [i]) 3.7%  3.9%* 

 Cost Efficiency Ratio (D*2/A [i]) 1.4% 1.6%

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

 Credit loss Ratio (E*2/A [i]) 0.26% 0.32%

 ACE/Risk Weighted Assets (B [ii]/A [ii]) 14.4% 14.4%

 ATE/Risk Weighted Assets (B [iii]/A [ii]) 15.4% 15.6%

 *2 indicates annualised ratios

Peter R Jepson
Executive Director, Finance and Strategy
26 September 2007

Key Financial Data



Independent review report by 
PricewaterhouseCoopers LLP

Introduction

We have been instructed by the Company to review the financial 
information for the six months ended 30 June 2007 which comprises  
the Consolidated interim income statement, the Consolidated interim 
balance sheet as at 30 June 2007, the Consolidated interim cash flow 
statement and the Consolidated statement of recognised income and 
expense for the six months then ended and 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. The 
Listing Rules of the Financial Services Authority require that the accounting 
policies and presentation applied to the interim figures should be 
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 
International Accounting Standard 34, ‘Interim financial reporting’.

Review work performed

We conducted our review in accordance with guidance contained in 
Bulletin 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 
information 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 purpose of the Listing 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.

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 2007.

PricewaterhouseCoopers LLP
Chartered Accountants
London 
26 September 2007

Notes:

(a) The maintenance and integrity of FCE Bank plc. web site 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.

�FCE Bank plc – INTERIM REPORT AND ACCOUNTS – 200�
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Consolidated income statement
For the six month period ended 30 June 2007 and 2006

  30 June 30 June

  2007 2006

  Unaudited Unaudited

   Restated*

 Notes £ mil £ mil

Interest income 2 £615 £552

Interest expense  (379) (303)

NET INTEREST INCOME  236 249

Fees and commissions income 2 29 41

Fees and commissions payable  (10) (9)

NET FEES AND COMMISSIONS INCOME   19 32

Other operating income 2/3 75 82

OPERATING INCOME  330 363

Impairment losses on loans and advances 4 (17) (16)

Other operating expenses  (105) (116)

Depreciation on tangible fixed assets  (64) (65)

Fair value adjustments to derivative 

financial instruments  (20) 29

PROFIT FROM OPERATIONS BEFORE TAX 2/3 124 195

Income tax expenses  (54) (91)

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS £70 £104

Consolidated income statement /
Statement of recognised income 
and expense

Statement of recognised income and expense

  £ mil £ mil

Profit for the period  £70 £104

Translation differences on foreign currency 

net investments  4 15

TOTAL RECOGNISED INCOME AND EXPENSE

FOR THE PERIOD  £74 £119

* Refer to Note 1 Accounting Policies for details of restated figures as at 30 June 2006.



Consolidated balance sheets
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  As at  As at As at

  30 June 31 December 30 June

  2007  2006 2006

   Restated* Restated*

  Unaudited  Unaudited

 Notes £ mil  £ mil  £ mil 

ASSETS

Cash and advances to banks 12 £1,070 £1,133 £829

Derivative financial instruments  48 34 33

Loans and advances subject to securitization 5 £6,988 £5,846 £5,032

Loans and advances not subject to securitization  8,378 9,050 9,906

Total loans and advances to customers 4 £15,366 £14,896 £14,938

Goodwill and other intangible assets  35 36  36

Property and equipment  257 281 343

Deferred tax assets  54 66 35

Other assets  480 516 461

TOTAL ASSETS 2 £17,310 £16,962 £16,675

LIABILITIES

Due to banks in respect of securitization  5/6 £5,584 £4,855 £4,065

Due to banks not in respect of securitization  6 1,750 1,814 1,935

Total due to banks 6 £7,334 £6,669 £6,000

Due to parent and related undertakings 7 1,723 3,992 3,499

Derivative financial instruments  84 59 36

Debt securities in issue in respect 

of securitization 5/8 £280 £410 £671

Debt securities in issue not in respect 

of securitization 8 4,423 2,552 3,182

Total debt securities in issue 8 £4,703 £2,962 £3,853

Other borrowed funds 9 455 464 493

Other liabilities  529 408 471

Income taxes payable  31 18 38

Deferred tax liabilities  30 43 58

TOTAL LIABILITIES 2 £14,889 £14,615 £14,448

CAPITAL AND RESERVES

Ordinary shares 10 614 614 614

Share premium 10 352 352 352

Retained earnings  10 1,455 1,381 1,261

Total shareholders’ equity 10 £2,421 £2,347 £2,227

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY £17,310 £16,962 £16,675

* Refer to Note 1 Accounting Policies for details of restated figures as at 31 December 2006 and 30 June 2006.

The financial statements on pages 10 to 27 were approved by the Board of Directors on 26 September 2007 and 
were signed on its behalf by:

Bernard B Silverstone     Peter R Jepson
Chairman       Executive Director, Finance and Strategy
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Consolidated Cash Flow Statements

Consolidated Cash Flow Statements
For the six month period ended 30 June 2007 and 2006

   30 June 30 June

  2007 2006

   Restated*

  Unaudited Unaudited 

 Note £ mil £ mil

Cash flows from operating activities:

Cash from operating activities 12 (169) 735

Interest paid   (358) (312)

Interest received  613 543

Income taxes paid   (41) (37)

Net cash from operating activities   45 929

Cash flows from investing activities:

Purchase of property and equipment  (11) (3)

Proceeds from sale of property and equipment   7 2

Purchase of operating lease vehicles  (236) (400)

Proceeds from sale of operating lease vehicles  197 334

Net cash used in investing activities  (43) (67)

Cash flows from financing activities:

Proceeds from borrowed funds and debt securities   4,516 269

Repayments of borrowed funds and debt securities   (2,069) (3,036)

Proceeds of funds provided by parent and related undertakings  207 3,171

Repayment of funds provided by parent & related undertakings  (2,684) (4,784)

Net increase/(decrease) in short term borrowings   (16) 3,264

Net increase/(decrease) in derivative financial instruments  5 -

Net cash used in financing activities

  (41) (1,116)

Effect of exchange rate changes on cash and cash equivalents   (4) (4)

Net increase / (decrease) in cash and cash equivalents 12 (43) (258)

Cash and cash equivalents at beginning of period 12 1,004 918

Cash and cash equivalents at end of period 12 961 660

* Refer to Note 1 Accounting Policies for details of restated figures as at 30 June 2006.
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1 Accounting policies

The Interim Accounts have been prepared in accordance with International 
Accounting Standard (IAS) 34 ‘Interim financial reporting’ and The Listing 
Rules of the Financial Services Authority. The financial statements 
contained in the Interim Accounts do not constitute statutory accounts 
within the meaning of section 240 of the Companies Act 1985 (the Act). 
The 2006 Annual Report and Accounts 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 the Group’s consolidated financial 

statements in the 2006 Annual Report and Accounts. 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 the 2006 Annual Report and Accounts which can 
be obtained from FCE’s web-site: www.fcebank.com.

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 2006 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 ‘Profit before tax’ 
in compliance with IAS 34 (16). 
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Restatements of figures reported for the six months 
ended 30 June 2006 have been made as follows:

Restatement 
To incorporate ‘interest paid’ and ‘interest received’ within the 
Cash flow statements

Transfer fees and commissions payable which cannot be directly associated 
with the origination of financed receivables from ‘Interest income’ to ‘Fees 
and commissions payable’ within the Consolidated income statement.

Impact of restatement
This has resulted in the inclusion of interest paid and interest received 
in the Cash flow statements and Note 12 ‘Notes to consolidated cash 
flow statements’. The additional disclosures has not resulted in any 
change to ‘Net cash from operating activities’ previously reported. 

This has resulted in an increase to ‘Interest income’ of £7 million and 
a corresponding increase to ‘Fees and commissions payable’.
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1 Accounting policies continued

Restatements of prior year reported figures as at 30 June 2006 
have been made as follows:

Restatement
To transfer unallocated receipts from customers to ‘Loans and advances 
to customers’ from ‘Other assets’ 

Transfer Sweden wholesale consignment vehicles to ‘Other assets’ in 
the balance sheet from ‘Loans and advances to customers’ within the
Consolidated balance sheet.

Restatements of prior year reported figures as at 31 December 2006 
have been made as follows:

Restatement
To transfer a payment clearing account to ‘Loans and advances to 
customers’ from ‘Other assets’ 

Impact of restatement
This has resulted in an increase to ‘Other assets’ of £24 million and 
a decrease to ‘Loans and advances to customers’ of a corresponding 
amount.

This has resulted in an increase to ‘Other assets’ of £55 million and 
a reduction of ‘Loans and advances to customers’ of a corresponding 
amount.

Impact of restatement
This has resulted in a decrease to ‘Other assets’ of £28 million and an 
increase to ‘Loans and advances to customers’ of a corresponding 
amount.

The following new and amended standards are mandatory for the 
financial year ending 31 December 2007 and are not relevant to FCE’s 
condensed disclosures in the Interim Accounts. Full disclosures will be 
made in accordance with these standards in FCE’s annual report and 
accounts as at 31 December 2007:
• ‘IFRS 7’ ‘Financial Instruments: Disclosures’
• IAS 1 ‘Presentation of Financial Statements’ amendments to capital 

disclosures.

The following interpretations are mandatory for the financial year 
ending 31 December 2007 and have not had a significant impact as 
FCE already applied principles consistent with the interpretations:
• ‘IFRIC 9’ ‘Reassessment of Embedded Derivatives’
• ‘IFRIC 10’ ‘Interim Financial Reporting and Impairment’

The following new standards, amendments to standards and 
interpretations are mandatory for the financial year ending 31 December 
2007 and are not relevant to FCE:
• ‘IFRIC 7’, ‘Applying the restatement approach under IAS 29’, effective 

for annual periods beginning on or after 1 March 2006.
• ‘IFRIC 8’, ‘Scope of IFRS 2’, for annual periods beginning on or after 

1 May 2006.

The following new standard has been issued but is not effective for 
annual periods beginning on 1 January 2007. FCE is currently assessing 
the impact of this standard:
• ‘IFRS 8’ ‘Operating Segments’ for annual periods beginning on or 

after 1 January 2009. 

The following new interpretations have been issued but are not 
effective for annual periods beginning on 1 January 2007, and have not 
been early adopted by FCE as the interpretations are not expected to be 
either relevant or significant to FCE:
• ‘IFRIC 11’, ‘IFRS 2 – Group and Treasury Share transactions’ effective 

for annual periods beginning on or after 1 March 2007. 
• ‘IFRIC 12’, ‘Service Concession Arrangements’, effective for annual 

periods beginning on or after 1 January 2008. 



Notes to the interim financial 
statements at 30 June 2007

 UK Germany Italy Spain France

 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006

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

  *        

Interest income £225 £169 £163 £136 £62 £57 £75 £56 £37 £24

Fees and commissions 4 13 10 9 4 5 1 2 2 3

Other operating income 1 2 54 39 - - - - 1 8

Total revenue 230 184 227 184 66 62 76 58 40 35

          

Profi t/(loss) before tax £55 £41 £37 £40 £12 £13 £15 £16 £8 £9

Segment assets 6,018 5,337 6,256 5,421 1,993 1,827 2,403 1,974 1,149 1,074

Segment liabilities 5,460 4,295 5,788 5,039 1,719 1,704 2,157 1,845 1,000 1,002

 Other Euro  Other  Central  Eliminations Total Group

 Currency locations locations Offi ce

 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006

          

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

Interest income £85 £71 £55 £54 £156 £154 £(243) £(169) £615 £552

Fees and commissions 4 4 4 5 - - - - 29 41

Other operating income 6 20 13 13 - - - - 75 82

Total revenue 95 95 72 72 156 154 (243) (169) 719 675

          

Profi t/(loss) before tax £14 £20 £13 £20 £(30) £36 £- £- £124 £195

Segment assets 3,007 2,867 1,780 1,594 6,500 6,696 (11,796) (10,115) 17,310 16,675

Segment liabilities 2,738 2,730 1,546 1,417 5,737 5,992 (11,256) (9,576) 14,889  14,448

* Previously FCE has included within the UK segment both Central operations and Worldwide Trade Financing (WTF). It is now considered 
appropriate to report WTF within ‘Other locations’ and to report ‘Central operations’ as a separate segment. As a result of this revision the 
UK segment is now reported on a similar basis to other locations.

‘Other Euro Currency locations’ relate to Austria, Belgium, Finland, Greece, Ireland, Netherlands and Portugal.

‘Other locations’ relate to the Czech Republic, Denmark, Hungary, Norway, Poland, Sweden, Switzerland and WTF.

‘Eliminations’ are required to adjust for intra- and inter-company transactions which are eliminated in 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 2007 and 2006 and assets and liabilities as at 30 June 2007 and 2006.

15FCE Bank plc – INTERIM REPORT AND ACCOUNTS – 200�
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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 reduced profits from operations before tax (PBT) of £12 million for the first half of 2007 compared 
to increased PBT of £8 million for the equivalent period in 2006.

Exceptional items

Profit from operations before tax (PBT) for the six months ended 2007 2006

30 June, 2007 and 2006 is stated after crediting/(charging): £ mil £ mil

operating income:

- VAT rebate  £- £5

- Non-refundable fees received from insurance provider  - 3

- Adjustment to commission income (see below) (9) -

Sub-total Operating income £(9) £8

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) £-

Other operating expenses:

- Partial release of restructuring reserve (as detailed below) 3 -

Sub-total other operating expenses £3 £-

Total exceptional items £(12) £8

Following a review of commission income, the Company has provided for an adjustment of £9 million in the first half of 2007 reflecting certain risks 
which are judged to be probable. It is considered that there may be related potential further liabilities of a similar magnitude. However these are not 
provided for as the risks are judged to be less probable. 

In 2006, the Company announced a plan to restructure its business in Germany that supports the sales activities of automotive financial services 
for Ford, Jaguar, Land Rover and Mazda vehicles. The plan includes the consolidation of branches into district offices. These actions will exploit 
economies of scale and facilitate the spread of best practices in a manner that will deliver cost efficiency. FCE recognised pre-tax charges of 
£16 million in the second half of 2006 and in the first half of 2007 FCE released £3 million of the reserve due to a higher than anticipated natural 
attrition rate. The costs associated with the business restructuring are primarily related to employee separations and were charged to ‘other 
operating expenses’. The restructuring will be completed in 2007 and a full provision for the anticipated cost of restructuring is included within 
‘Other liabilities’.
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statements at 30 June 2007

4 Loans and advances to customers 

Loans and advances to customers include:
• 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.

FCE Bank plc – INTERIM REPORT AND ACCOUNTS – 200�

The ‘provision for incurred losses’ includes an allowance for impairment losses in order to cover bad and doubtful debts which have been incurred 
but not separately identified. During the first half of 2007 following a review of the factors used to calculate the allowance for impairment losses the 
‘impairment losses charged to the income statement’ and the ‘provision for incurred losses’ for the period ended 30 June 2007 were both reduced 
by £6 million. For further details in regard to the allowance for impairment losses refer to page 35 of FCE’s 2006 Annual Report and Accounts. 

   At 30 June At 31 Dec At 30 June

  2007 2006 2006

   Restated* Restated*

  £ mil £ mil £ mil

Gross loans and advances to customers  £16,210 £15,730 £15,838

Provision for incurred losses  (103) (106) (113)

Unearned fi nance income  (741) (728) (787)

Net loans and advances to customers  £15,366 £14,896 £14,938

Analysis of net loans and advances:

Finance receivables:

Retail   £7,973 £7,835 £8,166

Wholesale   7,359 7,021 6,730

Other  34 40 42

Net loans and advances to customers  £15,366 £14,896 £14,938

    

Net loans subject to securitisation (Note 5)  £6,988 £5,846 £5,032

Net loans not subject to securitisation   8,378 9,050 9,906

Net loans and advances to customers  £15,366 £14,896 £14,938

Percentage analysis of net loans & advances:    

Percentage of retail fi nancing loans  52% 53% 55%

Percentage of wholesale/other fi nancing loans   48% 47% 45%

Percentage of loans subject to securitisation   45% 39% 34%

Percentage of loans not subject to securitisation   55% 61% 66%

Provision for incurred losses 

Balance at 1 January  £106 £119 £119

Impairment losses charged to income statement   17 48 16

Deductions:    

- Losses written-off  (47) (115) (46)

- Recoveries   27 56 22

Net losses  (20) (59) (24)

Other – Exchange adjustments  - (2) 2

Balance at end of period   £103 £106 £113

* Refer to Note 1 Accounting Policies for details of restated fi gures as at 31 December 2006 and 30 June 2006.
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5 Sales of receivables and related financing 

In the period to 30 June 2007 the Group continued to increase its use 
of securitisation and other trade financing transactions. Because of the 
similarity between securitisation and trade financing transactions, we 
include trade financing and refer to them as ‘securitisation’ elsewhere 
in this report.

The Group periodically sells retail, lease and wholesale receivables in 
securitisation transactions which generally involves the sale of receivables 
to an SPE (Special Purpose Entity), and the issuance 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 expenses.

The tables below summarise balances relating to the Group’s 
securitisation transactions. 

‘Net loans securitised’ represents receivables that have been sold for 
legal purposes to other entities. Such receivables are available only for 

repayment of debt issued by Special Purpose Entities, to pay other 
securitisation investors and other participants. The receivables are not 
available to pay the Group’s other obligations or the claims of other 
creditors.

The ‘SPE cash’ and ‘external liabilities’ disclosed represent those of 
the relevant SPE consolidated into the Group as detailed by SIC-12 
‘Consolidation – Special Purpose Entities’.

‘Retained interests’ includes securities retained by the Group and 
subordinated loans receivable and senior seller loans provided by the 
Group to the SPE, which eliminate on consolidation.

‘Other liabilities’ includes outstanding positions held by the SPE with 
the Group 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 
the Group upon transfer of assets.

   30 June 2007

 Wholesale Retail  Total Total

 Public Private Public Private Public Private Total

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

Net loans securitised (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 (Note 6) - 2,946 - 2,638 - 5,584 5,584

Debt securities in issue (Note 8) - - 280 - 280 - 280

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

       

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
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   31 December 2006

 Wholesale Retail  Total Total

 Public Private Public Private Public Private Total

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

Net loans securitised (Note 4) £- £2,991  £372 £2,483 £372 £5,474 £5,846

SPE bank deposits - 210 43 113 43 323 366

SPE collateralised deposits - 87 22 234 22 321 343

SPE cash - 297 65 347 65 644 709

Total assets £- £3,288  £437 £2,830 £437 £6,118 £6,555

Due to banks (Note 6) - 2,439 - 2,416 - 4,855 4,855

Debt securities in issue (Note 8) - - 410 - 410 - 410

Total external liabilities  - 2,439 410 2,416 410 4,855 5,265

Retained interests - 362 3 330 3 692 695

Other liabilities - 487 24 84 24 571 595

Total liabilities £- £3,288  £437 £2,830 £437 £6,118 £6,555

   30 June 2006

 Wholesale Retail  Total Total

 Public Private Public Private Public Private Total

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

Net loans securitised (Note 4) £- £1,844 £611 £2,577 £611 £4,421 £5,032

SPE bank deposits - 170 65 93 65 263 328

SPE collateralised deposits - 8 51 196 51 204 255

SPE cash - 178 116 289 116 467 583

Total assets £- £2,022 £727 £2,866 £727 £4,888 £5,615

Due to banks (Note 6) - 1,510 - 2,555 - 4,065 4,065

Debt securities in issue (Note 8) - - 671 - 671 - 671

Total external liabilities  - 1,510 671 2,555 671 4,065 4,736

Retained interests - 203 6 278 6 481 487

Other liabilities - 309 50 33 50 342 392

Total liabilities £- £2,022 £727 £2,866 £727 £4,888 £5,615
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    As at  As at As at

   30 June 31 Dec 30 June

   2007 2006* 2006*

   £ mil £ mil £ mil

Obligations arising from sales of receivables (note 5)  £5,584 £4,855 £4,065

European Investment Bank loans   832 831 870

Bank borrowings excluding overdrafts   809 850 896

Bank overdrafts (note 12)   109 133 169

Due to banks   £7,334 £6,669 £6,000

Due to banks analysis:

Obligations arising from sales of receivables   £5,584 £4,855 £4,065

Obligations arising from assigned receivables  69 44 74

Unsecured borrowings   1,681 1,770 1,861

Total due to banks   £7,334 £6,669 £6,000

6 Due to other banks

* Figures contained within the ‘Due to bank analysis’ have been re-presented in order to separately identify 
   ‘Obligations arising from assigned receivables’.

‘Obligations arising from sales of receivables’ reflects proceeds received 
under private securitisation transactions. 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 Special Purpose Entities 
and is secured on the receivables which are subject to securitisation. 

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

‘Bank borrowings excluding overdrafts’ are typically either payments 
received as 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. 
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    As at  As at As at

   30 June 31 Dec 30 June

   2007 2006 2006

   £ mil £ mil £ mil

Term loans due to FMCC   £674 £1,959 £2,018

Deposits received from FCI   585 710 710

Amounts drawn under a short term revolving facility   - 1,012 416

Principal amounts due to parent undertakings  £1,259 £3,681 £3,144

Accounts payable to related parties   423 230 290

Deposits received from related parties    24 25 19

Accrued interest   17 56 46

Due to parent and related undertakings   £1,723 £3,992 £3,499

As explained in the Chairman’s statement FCE is less reliant on its 
parent FMCC for funding due to the increased level of securitisation 
funding and unsecured debt issuances under the Euro Medium Term 
Note programme as detailed respectively in note 5 ‘Sales of receivables 
and related financing’ and note 8 ‘Debt securities in issue’.

‘Term loan due to FMCC’ comprises of a loan with a maturity date of 
2009. The amount due has reduced from £2,018 million as at 30 June 2006 
to £674 million as at 30 June 2007 due to both scheduled maturities in 
the period under consideration and the prepayment of various loans. 

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

‘Amounts drawn under a short term revolving facility’ provided to FCE by 
FMCC. This facility matures on 8 February 2008 or earlier upon 60 days 
notice from FMCC, and no notice has been given by FMCC. As at 30 June 
2007 there were no outstandings against this facility.

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

‘Deposits received from related parties’ are typically short term in 
duration.

‘Accrued interest’ mainly comprises of interest due on ‘term loans due 
to FMCC’ and ‘deposits received from related parties’ (including FCI).
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8 Debt securities in issue

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

    As at  As at As at

   30 June 31 Dec 30 June

   2007 2006 2006

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

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

- Continuously Available Retail Securities 

  (retail investors 1993)   £226 £339 £434

- Other European Medium Term Notes 

  (excludes Continuously Available Retail Securities)  3,329 1,313 1,579

Sub-total Euro Medium Term Notes   3,555 1,652 2,013

    

Schuldschein (refer to defi nition below)   830 865 1,125

Obligations arising from sales of receivables (Note 5)  280 410 671

Polish CP (1993) PLN 1 billion    23 35 44

Euro Commercial Paper (CP) & Euro Certifi cate 

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

Debt securities in issue   £4,703 £2,962 £3,853

Analysis of debt securities in issue:

Unsecured borrowings   £4,423 £2,552 £3,182

Obligations arising from sales of receivables   280 410 671

Total debt securities in issue   £4,703 £2,962 £3,853

Debt securities in issue have increased to £4,703 million as the Company 
resumed issuance under its Euro Medium Term programme (EMTN), 
which has an issuance limit of US $12 billion (or the equivalent in other 
currencies). The Company completed three large unsecured debt 
transactions in the following months with maturity dates as follows:
• January 2007 EUR€ 1 billion (approximately £673 million) – maturing 

January 2012;
• February 2007 £750 million – maturing February 2011; 
• May 2007 EUR€1 billion (approximately £673 million) – maturing 

January 2013.

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 1 December 2006 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 28.

‘Schuldschein’ is a certificate of indebtedness governed under 
German law issued by the Company’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 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 the Group. 
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9 Other borrowed funds 

Other borrowed funds are subordinated liabilities due to other Ford 
subsidiaries. Early repayment of the loans 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 FCI. The Company may 
repay or FCI may request repayment of the US dollar loans by giving one 
month’s written notice. The EUR 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. No notices have been given or received during 
the period. Cross currency swaps are used to minimise currency risks on 
US dollar denominated funding. The Euro subordinated loans relate to 
two German branches of the Company (Ford Bank and Mazda Bank).

    As at  As at As at

   30 June At 31 Dec At 30 June

Type/ Currency  2007 2006 2006

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

Perpetual Loan US$ 218.6  £109 £111 £119

Perpetual Loan EUR€ 46.0  31 31 32

Perpetual Loan EUR€ 35.8  24 24 25

Perpetual Loan EUR€ 12.8  8 8 9

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   181 183 194

     

Loan 2010 US$ 250  125 128 136

Loan 2007 US$ 200  100 102 109

Loan 2012 US$ 55  27 28 30

Loan 2011 US$ 45  22 23 24

Total dated loans   274 281 299

Other borrowed funds   £455 £464 £493

Analysis of total other borrowed funds:

Due to FCI (US$ denominated loans)  383 392 418

Due to FMCC (EUR€ denominated loans)  72 72 75

Total other borrowed funds   £455 £464 £493

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.

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 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 the Company or FCI. As at 30 June 2007, 31 December 2006 and 
30 June 2006 outstandings under the facility totalled US$768.6 million 
and comprised the US$218.6 million perpetual loans and four term 
loans totalling US$550 million.
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10 Total shareholders’ equity

In December 2006 the Company received a capital contribution of 
£38,400,000 or US$75 million from FCI to be used solely to make a 
payment to Jaguar Cars Limited in return for use of Group tax relief.

 Share  Share  Retained  Total

 Capital premium earnings 

 £ mil £ mil £ mil £ mil

Balance at 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 profi t - - 104 104

Balance at 30 June 2006/1 July 2006 £614 £352 £1,261 £2,227

Currency translation differences - - (45) (45)

Net gains/(losses) not recognised in the income statement - - (45) (45)

Capital contribution (see below) - - 38 38

Net profi t - - 127 127

Balance at 31 December 2006/1 January 2007 £614 £352 £1,381 £2,347

Currency translation differences - - 4 4

Net gains/(losses) not recognised in the income statement - - 4 4

Net profi t - - 70 70

Balance at 30 June 2007 £614 £352 £1,455 £2,421
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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 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. Effective 1 May 2007 FMCC converted its form 
of organisation from a corporation to a limited liability company (“LLC”).

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 7 ‘Due to parent and related 

undertakings’) with a maturity date of 2009. As at 30 June 2007 such 
loans totalled £674 million (30 June 2006: £2,018 million). Interest 
expense for the six month period to 30 June 2007 was £49 million  
(30 June 2006: £54million).

• Amounts drawn by the Company under a short term revolving facility 
provided by FMCC which matures on 8 February 2008 or earlier upon 
60 days notice from FMCC. As detailed in note 7 ‘Due to parent and 
related undertakings’. As of 30 June 2007 no amounts were drawn 
under this facility (30 June 2006: £416 million), 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 5 ‘Sales of receivables and related financing’ and  
note 8 ‘Debt securities in issue’. Interest expense for the six month 
period to 30 June 2007 was £3 million (30 June 2006: £12 million).

• Deposits received from FCI in order to mitigate exposure concentrations. 
As at 30 June 2007 such deposits totalled £585 million (30 June 2006: 
£710 million) and are detailed in note 7 ‘Due to parent and related 
undertakings’. Interest expense for the six month period to 30 June 
2007 was £24 million (30 June 2006: £21 million).

• Subordinated loans (see note 9 ‘Other borrowed funds’) received from 
FCI and FMCC which qualify for Tier II capital for regulatory reporting 
purposes. As at 30 June 2007 such loans totalled £455 million (30 June 
2006: £493 million). Interest expense for the six month period to  
30 June 2007 was £15 million (30 June 2006: £13 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 2007 was  
£4 million (30 June 2006: £4 million). 

Transactions with directors and officers
In the UK 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 the Company provides the 
individual with a loan to finance the purchase. The individual pays the 
Company only the interest on the loan. When the loans mature, the 
vehicles are returned to FMCL for resale, and the Company is repaid the 
loan value from the proceeds of sale. These loans totalled £304,000 as 
at 31 December 2006 and are disclosed within Note 6 ‘Other operating 
expenses’ of the 2006 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 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 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 primarily for vehicle 

wholesale finance plans.

There have 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 34 of FCE’s 2006 Annual Report and Accounts 
which can be viewed via the website address on page 28.
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12 Notes to consolidated cash flow statement 

Reconciliation of profit before tax to cash from operating activities

  30 June  30 June

  2007 2006

   Restated*

 Note £ mil £ mil

Cash from operating activities 

Profit before tax 2 124 195

Depreciation expense on property and equipment  1 2

Depreciation expense on operating lease vehicles  63  63

Effects of foreign currency translation  3 16

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

Provision for identified credit losses  45 39

Interest expense  379 303

Interest income  (615) (546)

  (1) 73

Changes in operating assets and liabilities:

Net increase/(decrease) accrued liabilities and deferred income  10 (28)

Net increase/(decrease) deferred charges and prepaid expenses  (10) 1

Amortisation of other intangibles  3 2

Unrealised gain/(loss) on mark-to-market valuations  20 (29)

Net (increase)/decrease in financed receivables  (543) 330

Net (increase)/decrease in vehicles awaiting sale  2 69

Net (increase)/decrease in accounts receivables  25 (6)

Net increase/(decrease) in accounts payables  34 3

Net (increase)/decrease accounts receivables related companies  51 172

Net increase/(decrease) accounts payables related companies  240 148

Cash (used in)/from operating activities   £(169) £735

* Refer to Note 1 Accounting Policies for details of restated figures as at 30 June 2006.
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Reconciliation of cash and cash equivalents at beginning and end of period and of movements during the period

  2007 2006

Cash and cash equivalents Note £ mil £ mil

At beginning of period:

Bank balances and other liquid funds   £1,133 £1,042

Bank overdrafts  6 (133) (128)

Balance at 31 December 2006 and 2005  1,000 914

Effect of exchange rate change  4 4

Balance at beginning of period  £1,004 £918

At end of period:

Bank balances and other liquid funds   £1,070 £829

Bank overdrafts  6 (109) (169)

Balance at end of period  £961 £660

Net increase / (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period  £1,004 £918

Cash and cash equivalents at end of period  961 660

Net increase / (decrease) in cash and cash equivalents  £(43) £(258)

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’.

13 Post balance sheet events

Securitised assets and related funding
The Company completed the sale of EUR€ 1.598 billion of European 
retail contracts during the month of July 2007. The receivables were sold 
into both revolving and amortising structures and to both public and 
private investors. The public sale represents the first public securitisation 
transaction for FCE since 2003.

As the arrangement does not satisfy the requirements for accounting 
sale treatment under IAS 39 ‘Financial instruments, recognition and 
measurement’ the sold receivables and the associated debt will not be 
removed from the balance sheet.

Dividend Payment
The Board of Directors has agreed the payment of an interim dividend 
for 2007 up to an aggregate of £250 million, equating approximately to 
40.69 pence per Ordinary Share. 
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Additional data Web site 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’)

Web site addresses 

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



2�FCE Bank plc – INTERIM REPORT AND ACCOUNTS – 200�
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FCE Bank plc
INTERIM REPORT
AND ACCOUNTS 2007
for the period ended 30 June 2007


