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WELLESLEY & CO LIMITED

Strategic Report
For.year ended 31 December 2018

Overview

The Directors present the stratégic report; directors! report and the financial statements of Wellesley & Co Limited
for the year ended 31 December.2018.

Wellesley & Co Limited (the “Company"} is a regulated financial services Business which enables its retail
customers to invest.in bond praducts. The Company also manages its tegacy peer-to-peer products. The bonds
listed on the Company's. platform are issued by other companies either within, or related to, the Group. The bonds
are either sécured or unsecured investrnents ‘which offer the investor exposure to the UK's mid-sized residential -

development lending matket.

The Company is prmmpally responsible for the strategic marketing .and promotion of investment products to: retail
investors, The Company matches these products, with loans originated by Wellesley Finance Pic. The lending is
primarily to miid-sized property- developers in England and Wales. These loans are sourced by a separate
origination team, supported by a credit committee and loans-administration function in Welfesley Finance Plc.

Operating and Financial Review

The Company generated £3.6m (2017: £3.0m) 6f management fees from Wellesley Finance Plc. This management.
fee represents the costs of operating the Company's peer-to-péer lending $ervice and also. representattve of the
costs of bond distributions,

Ofthe £3 Oom (2017 £2.5m) in administration expenses, £1.2m (2017: £0.6m) relates to advertising-and markehng
costs whzch is.£0.6m more than the prior year as the Company and the group has scught new investors.

Profit before tax for the year was £0.1m (2017: a prof;t before tax of £0.2m) as a result of the increased spend. on
advertising anid marketing. The company net profit margin during the year declined to 3% (2017; 7%). ,

The Company's total asséts as at 31 December 2018 were £5.3m (2017: festated £4.1m) due.to-an increase in
accrued income in respect of unbilled maiiagement fées.

The Company's total liabilities-as at 31 December 2018 were £3.5m (2017: restated £2.4m) due to an increase in
'the amount owed to-group undertakings. The Company’s current ratio increased to 1.14 times as at 31 Décember
2018 (2017 restated 1.08 times).

Business Review

Despite the decision not to offer new P2P products, the performance of the new bonds marketed has been positive.
This has maintained the fee edrnings of the business, so the Directors are pleased with the.ongoing performance

of the Company.

“The:Company benefits significantly from the wider Weliesley Group and its ‘ability to originate loans.in future.

Future Development:

The- outlook of the Company remains positive, having Obtained full FCA approval in February 2019. It-will not
engage in any new P2P activities. However, the firm will continue to market.bond products to.retail investors and

manage the existing P2P book.



WELLESLEY & CO LIMITED

Strategic Report (continued)
For.year ended 31 December 2018

Principal risks and uncertainties:
The principal risks to the Company are as follows:

o. quundlty risk
The Company is exposed to the liquidity risk arising from'the reqmrement to fuind its operations. Liquidity
risk’is the-risk arising from unplanned decreases:or changes in funding:.sources. Thé Company. regularty
reviews its forward cashflow and-ensures it matches its assets and liabilities.

o Market risk
The Company is: exposed to the risk that'the Group fails to attract customers to its P2P and bond platforms.

The Comipany reviews the behaviour of the Group's .custo‘mers, and the trends in the P2P and .bond
marketplace: The Company mitigates these risks by making necessary changes where possible.

* Reputational risk
The Cempany has a high level of sensitivity to reputatxonal risks; particularly those which could potentially
result in the Group's retail investors losing confidence inttie stability-and security. of the orgamsatlon and
ultimately the safety of their. investment. It-should be noted that a reputational event could be triggered by
.another participant of the industry and whilst not as a direct fesult of an issue within the Conipary’s
_bus_lpess customers could have concerns about:the peer to peer industry in general.

o Fraud risk
The Company deals directly with external customers which creates the potential for attempted fraud. There

are strong controls -and procedures in place to prevent, detect and respond- ta any fraud from external
customers. Internal fraud is-also a risk for the Company. The Company has strong. internal controls and
procedures in place:to. prevent, detect and respond to any fraud ‘internally.

The main risks arising from the Company's financial ifistruments are detailed in note 20.

Gratam Weliesley
Director.

Approved by order of the Board on /{8 'O (—ilgg !C}




WELLESLEY & CO LIMITED

Report of the Directors
For year epded 31 December 2018

Results and dividends.

The Company profit before taxation for the year was £0.1m (2017 £0.2m). The taxation charge for the year was
£0.05m (restated 2017: a charge of £0.1m).

"The directors do not recommend the payment of a final dividend (2017: £Nil).

Principal activities

The Company. is a regulated financial services business which enhables its retail customers to invest in bond
products issued by other companies either within, or related to, the Group. The Company also managesiits existing

peer-to-peer products.
Principal risk and uncertainties

The: principa! risks, including financial risk management, and the management. of these risks are detailed in the
Strategic Report on page 4.

Future developments
The future developments of the Company are detailed in'the Strategic Report oni page 3.
Post balance sheet events

The Company-obtained authorisation as.an IFPRU € 125k Limited Licence firm frorii the FCA on 15 February 2019.
No other information has been identified since the year end about conditions existing at that date which is required
to be disclosed in these financial statements,

Going concefn
The financial statements are preparéd on a going concerh basis, as the direéctors have considered financial

projections for the two years from the year end which stipport the directors' view that the Company will continue to
operate as’a going concern..

‘The directors have reviewed financial projections and cash forecasts under various sceénarios over a two-year
period to the end of 2020, which illustrate adequate levels of liquidity and capna? for this period. Business investirient
and the pace of expansion will be managed within the levels of investment available. In summary, the ditectors are.
‘'satisfied that the actions being taken to manage the capital and liquidity position of the Company-are aligned to the

strategic.objectives of the Company.




WELLESLEY & CO LIMITED

Report of the Directors. {continued)
..For year ended 31 December 2018

Statement of directors’ responsibilities.

The directors are responsible for preparing the strategic.report; the directors’ réport and the finaricial statements in
accordance with applicable law and regulations.

Company law requires the directors. to. prepare financial statements for each financial year. Under that law the
directors have elected to prepare the group and. company finaricial statements in accordance with International
Financial Reporting Standards (‘IFRSs") as adopted by thé European Union. Under comipany law the directors
must not approve the financial statements unless they are satisfied that they-give a true and fair | viewof the state
of affairs of the Company and of the-profit or loss of theé Company for that period.

In preparing these financial statements, the directors are required to:
e select suitable accounting policies and then'apply them consistently;
o makejudgements and accounting estimates that are reasonabie and prudent;

s  state whether IFRSs as adopted by the European Union, subject to any material departures disclosed and
explaired in the financial statements; and

o prepare the financial statements.on the going concern basis unless. it is inappropriate to presume that the
company will continue in business.

The directors are responsible for keeping adéquate: ‘gccounting records that are sufficient to show and explain. the
Company's transactions and disclose with reasonable accuracy-at any time the financial position of the Company
and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention
and detection of fraud and cther irregularities:

Auditors
Each of the-persons who is a-director at the date of approval of this report.canfirms that:

e sofar as the director is aware, there is no relevant audit information of -which ‘the. Company's auditor is.

unaware; and
o the director has taken ali the steps that he/she ought to have taken as a director in order to rmake
himselffherself aware of any relevantaudit information and to.establish that the Compariy’s auditor is aware.

of that information.

Th{s confirmation is given and.should be interpreted in accordance with the'p‘roviéions; of 5418 of the Companies
Act 2008.

It was.resolved to appoint Haysmacintyre LLP as auditors. It is proposed to appoint Haysmacirityre LLP as auditor
at'the Annual General Méeting.

Graham Wellesley
Director

Approved by the Board of Directors and signed-on behaif.of the Board on )/{'8&@(»{\ 2@\%
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WELLESLEY & CO LIMITED

independent auditor’s report
For year ended 31 December 2018

INDEPENDENT:AUDITOR'S REPQRT TO MEMBERS OF WELLESLEY & CO. LIMITED

Opinion
We have audited the financial 'statements of Wellesley & Co Limited (the 'company’) for the year énded 31

Deceémber 2018 which comnprise the Statement of ‘Cémprehensive Income, -Statement of Financial Position,
Statement of Changes in Sharehclder's Equity, Cash. Flow Statement and the related notes, including a summary
of slgmf‘ icant-accounting:policies: The financial réporting framework that has been applied in their. preparation is
applicable law and International Financial Reporting ‘Standards (IFRSs) as.adopted by the EurOpean Union and,
‘as-applied in-accordance with the provisions of the"Comparies.Act 2006.

In-our opinion, the financial statements:

» give.a true and fair view of the state of the company’s affairs as at 31 December 2018 and of the its profit-for the'
yedr then ended;
+ the financial stateménts have.been properly prepared in accordance with IFRSs -as adopted by the European'

‘Union; and
* have beén prepared in accordance with the requirements of the Companies Act 2006,

‘Basis for opinion

We conducted our-audit in-accordance-with International Standards .on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsmihtles under. those standards are further described in the. Auditar's tesponsibiities for'the audit
of the financial statements Section of our report. We are independent of the company in accordance with the éthical
requirements. that are relevant. to 6ur audit of the financial statements in the UK, including the FRC's Ethical
Standard, arid we have fulfilled our other ethical responsmxhtles in accordance with these requirements: We believe
that the audit evidence we have obtained is sufficient and appropriate-to provide a basis for our opinion.

Conclusionis relating to gomg concern’
We have nothing to report in respect of the following matters in relatlon to.which the [SAs (UK) require us to report

to you where:

- the directors’ use of the going concern basis.of-accounting in the preparation of the financial statements is not
appropnate or

» the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant’ daubt about- the company's abifity. to continue to.adopt the going concern basis of accolinting for a period
of at least twelve months from the date when the financial statements are authorised for issue..

Other information
The-directors are respansible for the other information: The other infofmation comprises the information included

in the annual report, other than the financial statements and our auditor's réport thefeon. Our’ opinion .on the
financial statements does not cover the other information and, except tothe extent.otherwise exphcatly stated.in our.
report, we do not express any form of assurance conclusion thereon.

tn connection with our audit of the financial statements, our responSIblhty is to read the other information and, in
doing so, consider whéther the other information is materially inconsistent with the financial staternents or our
knowledge obtalned in the audit or otherwise appears to be materjally misstated. If we identify such material
inconsistenciés or apparent material misstatements; we are required to- determme whether there is a material
misstatement in the financial statements or a material misstatement of the other mformatlon If, based on the work
we have performed, we conclude that there is a materiat misstatement of this other mformatlon we.are required to

repoit that fact. We have nothing to-repart in this regard.

Opinions on other matters prescribed by the Companies: Act 2006
In our opinion, based on the work Lndertaken in the course of the audit:

- the information given in the strategic report and the directors’ report for the fi nancial year for which-the financiat

statements -are prepared is consistent with. ‘the financial statements; and ‘
« the strategic report and'the directors’ report have been prepaied in accordance with applicable legal requirements.




WELLESLEY & CO LIMITED

 Independent auditor's'report
Foryear ended 31 December 2018

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified material misstatements in the. strategic report or the directors’ report.

We have ndthing to report in respect of the following matters in: relation to which the Companies Act-2006 requires
us to report to you if, in our opinion:

» adequate accountmg records Have ot been kept by the company, or returns adequate for our audit have -not
been received from branches not visited by us; or

» the financial statements are-not in agreement with the accounting records and returns; or

« certain disclosures of directors' remunieration specified by:law are not made; or

- we have not received all the information and explanations, we. reguire for our audit

Responsublhtles of directors
As explained 'more fully in the directors' responsibilities statement setout on page 6, the directors are responsible

for the: preparation of the financiat statements and for_bemg satisfied that they give a true.and fair view, and for
such internal.control as the directors determine is necessary to enable the preparation of financial statements that
are free from material misstatemeént, whether due to fraud or error.

In prepanng the financial statements, the directors are responsible for assessing the company ] ablhty to continue
as a gaing.concern, disclosing, as applicable; matters related to going concern and using the going concern basis
of accounting unless the directors either intend-to llqmdate the company or to ceasé operations, or have no realistic-

alternative but to do so.
Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reascnable assurance about whether the:financial statemerits' as a whole are free from
material misstatement, whether due to fraud or etror, and to-issué an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conhducted in accordance
with 1SAs (UK) will- -always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and-are considered materizl if, individually or in the aggregate, they colild reasonably-be expected to-influence
the econamic decisions. of users taken on the basis of these financial statements.

A further: descnptlon of our responsibilities for the audit of the financial statements is located on- the Finiancial
Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of ‘our auditor's
report..

Use of our report

This report is made solely to the cormpany's meimbers, as a body, in accordance with Chapter-3 of Part 16 of the
Companies Act 2006. Our audit work-has been undertaken so'that we might state to the company's members those
matters we are required to state to.them in an Auditor's report and for o other purpose. To the fullest extent
permrtted by law, we do pota cept or assume responsmvllty to anyone other than the company and the company's.

Simon Wilks. (Senior Statatdry Audxtor) 10 Queen Street Place
For:and on behalf of Haysmacintyre LLP, Statutory Auditors London
\ April 2018 EC4R 1AG




WELLESLEY & CO LIMITED

Statement of comprehensive income
For.year ended 31 December 2018

Notes:

Income S,
Other income 8
Total operating tncome
Administrative expenses 8
Profit from operatlons
Other.interest receivable and similar incorite ‘ 7
,Depréci'ation' 13
Amodtisation 14
Profit before tax

12

" Income tax charge

Profit after taxation

Profit after taxation

Statement of other comprehensive-income

For year ended 31 December 2018

Total other comprehensive income for the yéar, net.of taxation

Totsl comprehensive incame for the year; net of 'ta_xatior)

Year to 31. Yéar to 31
‘December 2018 December 2017
£ £

3,622,574 -3,034,613

- 6.348

3,622,574 3,040,961
(2.988,250) (2,529,538)
634,324 511,423

10,408 -

(72,886) (75.487)
(487,227) {230,046)
104,619 - 205,890
{47,265) (109,366)

57,354 96,524
Yearito31 Year ta 31
December-2018  December 2017
£ £

57,354 96,524

.57,354 96,524

There are no items in the statement of other comprehensive income which ¢ould be reclassified to the income statement in

subseguent years,

The accounting policies.and nofes set out on pages 13 to 27 form an iritegrai part of ihese financial statements.




WELLESLEY & CO LIMITED

Statement of financial position
For year ended 31 December 2018

Notes

Assets
Non=current assets
Property, plarit and equipment. 13
Intangible assets ' 14
Deferred tax asset’ 15
Current-assefs
Cash-and-cash equivalénts:
Other assels 16
Total assets
Liabilities -

- Current liabilities
Othér liabilities . 17
Net assets
Equity
Share-capital 18

Accumulated tosses

Totat equity

The notes on 'pagés 13 to 27 are an integral part of these financial statements.

2018 2017

£ g
Restated

'§3.602 154,845
858,930 940,883
396,448 450,407
1,338,980 1,546,135
1,916,103 1,921,837
2,063,659 678,037
5,318,742 4,146,009
3496265 2,380,886
3,496,265 2,380 886
1,822,477 1,765,123
6,106,000 6,106,000
(4,283,523)  (4,340,877)
1,822,477 4,765,123

pay )
These financial statements were approved by the Board of directors onjghd and were signed on its

behalf by:

Graham Wellesley
Director .
Company number 07981279

10




WELLESLEY & CO LIMITED

Stateinerit of changes in equity
For year ended 31 December 2018.

Balance at 1 January 2017

Totat ¢comprehensive income for the period

Profit for the year

Total. comprehensive incorne for the period

Balance at 31 December. 2017

‘Balance at 1 January 2018

Total comprehensive income for the year

Profit for the year

Total compreherisive income for the year.

Balance at 31 December 2018

Share capitai Accumujated Josses Total equity
£ £ £

8,106,000 (4:437,401) 1,668,599

- 96,524 96,524

6,108,000 {4,340,877) 1,766,123
6,106,000 (4,340,877} 1,765,123
Share ¢apital Accumulated lossés “Total equity
£ £ £

6,106,000 (4.340,877) 1,765,123

- 57,354 57,354

6,106,000 (4,283,523) 1,822,477
6,106,000 (4,283,523 1,822,477

Thie'ndtes on pages 13 to 27 are an integfal part.of these financial statements:




WELLESLEY & CO LIMITED

Statement of cash flows
For year ended 31 December 2018

2018 2017
£ £
Cash flows from operating activities
Profit before taxation 104:619 205,800
Adjustments for non-cash items: .
Depreciation 72,886 75,487
Amortisation 467,227 230,046
Gain on sale.of propeity, plantand equipment - (6,078}
644,732 505,345
Adjusiments for working capital ilems:
(Increase)/decrease in other-assets Q1 410,391) 446,267
Decrease/(increase) in other liabilities 1,115,378 (5,106.197)
Receipt-of corporation tax refund 31,463 86,879
Net cash flows generated/{utilised) by operating activities 381 ,1A83 {4,067,706)
Cash flows from investing activitles
Purchase of property, plant.and equipment 1.643) =
Sale of property, plant and equipment - 8,761
i’urchasjg of intangible assets. (385,2?.4) (4'91.81‘3}
Net.cash used in-investing activities. {386,917) (483,052)
‘Net decréase in cash-and cash equivalents {5,734) (4,550,758)
Cash arid cash equivalents at the start of the year 1,921,837 6,472,595
Movement during year (5.734) (4,650,758)
Cash and cash equivalents at the end of the year 1,916,103 4,924,837

Thee notes on pages 13 to 27.are anintégral part of these:financial statements.




WELLESLEY & CO LIMITED

Notes forming part of the financial statements
For year ended 31 December 2018

241

Nature of operations

Wellesley & Co'is a private limited company incorporated in the United ngdom with a registered office at
&% floor St Albans House, 57/59 Haymarket London, SW1Y 4QX. The business is that of enabling its retail
customers to investin bond products issued by other companies-either within, or related to, the Group. The
Company also manages its legacy peer-to-pegr products.

Basis, of preparation
Accounting basis

The financial statements of the Company have been prepared in accordance with the Companies Act 2006

and IFRSs as developed -and published by the International Accounting Standards Board ("IASB") as

adopted.by the European Union ("EU?).

The comparatives are for the year ended 31 Degember 2017.

The presentation currency of the financial-statements is-Pound Sterling.
The:financial statements have been prepared on the historical cost basis.

The preparatlon of the financial statements. requires management to ‘make judgements; estimates and
assumptnons that affect the application of aceounting policies and the reported. amounts of assets, liabilities,
income and expenses. Actual results may differ from estimates.

Estimates and underlying assumptions-are reviewed eon an ongomg basis.
Revisions to accotifiting estimates are recognised in the period in which the estimates are revised and i in

any future périods affected.

{nformation about areas of estimation, uncenamty and critical judgements in applying.accounting.

policies that have the most significant effect on the amdunts recognised in the financial statements- are

included in Note 4.

The-accounting policies that have been used in the preparation of these financial statements areg'described
below. The particular accountlng pohcues adopted by the Directors are described ‘below and have been

applled consistently year ori year,

There was a prior period adjustment(see:note-24 for details).

13




WELLESLEY & CO LIMITED

Notes forming part of the‘financial statements
For year ended .31 December2018
(Continueqd)

2 Basis of preparation (Continued)

2.2

2.3

31

3.2

Future accounting developments

New standards and amendments

There have.been no new standards having a material impact on the financial statements for the period.
The following standards and ameéndments to existing standdrds have been published, but in- some cases,
not yet adopted by the EU. Theyare- méndatory fiom the financial period beginning on of after the effective
-dates shown below,

». IFRS16 — Leases. Appltcable for financiat years beginning on or after 1 January 2019, IFRS 16 was
endarsed by the EU in October 2018.

The Company's assessment-of the impact of these new standards and interp_retations is set out below.

IFRS 16 Leases

IFRS 16 eliminates the classification of leases as either opérating leases or finance leases for a lessee.
Instead all leases are treated in'a sirhilar way fo finance leases applying IAS 17. Leases are ‘capitalised’ by
recognising the present value of the lease payments-and showing them eithér as lease’ asséls (rlght-of-use
-assels)-or together with property, plant and equipiment. If lease payments are made over time, a corpany
‘also recognises 4 financial liability representing its obligation to make future lease paymerits.
The:Company holds operating lease for the office building. It has not assessed the impact of sdoption of
IFRS18 for a new-lease as because the latter has not been agreed yet and, therefore, it is not practicabie
to estimate suchimpact-at 31 December2019. Upon transitian'to IFRS 16.0n 1 January 2018, tfie Company
will recognise a right to use asset and related lease-liability of less than £140,000 being-the current lease
liability outstanding. '

Going concern

The finahcial statements.are prepared on a going.concern basis; as the directors have considered financial
projections for the two: years from the year end which supports the directors’ view that the Company. will
continue to operate as a going concern

The directors have reviewed financial projections and cash forecasts under various scenarios over a two-
year penod to the, end of 2020, -which illustrate adequate levels of- liquidity and capital for this petiod.

Business investment and the-pace of expansion will be managed within the levels of investment available.

In surnmary, the dtrectors are satisfied that the actions being taken to manage the capital and liquidity
position of the Company are aligned to its strategic. objectives.

-Significant accounting policies

Income

Management fees are charged by the Company to Weltesley Finance Pi¢ in ofder to recoup costs incurred

on the P2P platform .and promotion of bond products.

Income is recognised monthly in.accordance with the terms of the agreement with: Wellesley Finance Plc.
There is no difference’in treatment upon transition to IFRS 15, applicable from January 2018.

Expenses

Expenses incurred. by the Company are.accounted for on an accruals basis.




WELLESLEY & CO LIMITED

Notes forming part of the financial statements
For year ended 31 Decernber 2018
(Contmued}

3

3.3

34

Sighificant accounting policies (continued)
IFRS 9, Financial instruments: Classification and measurement

IFRSY replaces IAS39 and.address the classification, measurement and recognition of financial assets and.
financial liabilities. The.company has.assessed the impact of IFRS 8 to the financial statements as follows:

. Classﬁrcatcon and measurement: The company's fmanmal assets will be reclassified as amortised
cost, fair value through other comprehénsive:income,; or fair value. through the statement of
comprehenswe income. Classification will be based on an analysis of the Company’s business
model objective and the contractual ¢ash flow characteristics of its financial ‘assets. Financial
liabilities will be accounted for in the same way as under existing standards There'is.no impact on
the currént and prior year.

° lmpalrment IFRS 9 introdices a three-stage model for impairmient based on change in credit
quality-since initial recognition: with each stage representing a change in the credit risk of financial
instrument. If a'significant increase.in credit risk is identified, the financial instrument is moved from
stage.one-to two'but is not yet deemed to be credit Impalred financial instruments that are deemed
to be credit impalred are moved to stage three. The expected credit loss for stage cne financial
instruments- is equal to the portion ' of life expected credit losses that result from default events
within'the next iwelve months. The Expected Credit Lass {"ECL") for stage two-and three financial
instruments is equal to expected credit losses on a lifetime basis,

The réntal depositin reSpect of the Company's office is held in a client money account at a law firm and as
stich is protected under varius regulations, As a result, ne ECL is considered necessary and is classified
as Stage 1. Therefore, the adoptton of IFRS @ hds fo impact on the financial statements.’

Taxation

The tax expense represents the sum of the tax.currently payable and deferred tax. It is recognised in the
statement of comprehensive income except for items recagnised directly in equity or in eguity through other
comprehensive income, .

Current tax
Currenit tax, mcludmg UK corporation tax and féreign tax, is provided at amounts expected to be paid (of

-recovered) using the tax rates and laws that have been enacted or substant(ally enacted by the périod end
-date.

Deferred tax

Deféfred tax is récognised in respect of all temporary differences between the carrying amounits of assets and
liabilities for financial reparting purposes and the amounts used for taxation purposes.

Deferred tax liabilities aregenerally recognised for all taxable temporary differences and deferred tax assets
are recognised for all deductible témporary difference, the carry forward of unused tax credits and any unused
losses.

The carrying amount of deferred tax assets is reviewed at the end.of each reporting date and reéduced to the
extent that it is not probable that takable profit will be available against: which the deductible temporary
differences, and the carry forward-of unused-tax credits and unused tax losses can be utilised.

Deferred tax Ilabrlmes and assets are. measured at the tax rates that are expected to apply in the period in

which the. liability is. setiied or the asset realised, based on the ta¥ rates that have been enacted or
substantively enacted by the end of the reportlng period.

Deferred tax assets-and deferred tax liabilities are offset if a'legally enforceable right of offset exists to set
off current tax assets against current tax liabilities and the deferred taxes relate. to the same taxation
authority and-the Gompany intends to'settle.its current tax assets and liabilities on a net basis.
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Notes forming part of the financial statements
For year ended 31 December 2018
(Continted)

3.5

3.6

3.7

3.8

Significant accounting policies (continued)

Intangible asséts

Database software

Expenditure on database software is recognised as an asset when the Company is able to demonstrate its

intention and ability to complete the development and use the website and brand in a manner that will

generate future economic benefits, and can reliably measure the costs to complete the: developrent,

Database software dssets are amoitised on a straight line basis in the income statement over its useful life
fromi the date it is available for use. The estimated useful life of websité and brand assets'is five years.

If |mpa|rment is indicated. the asset’s recoverable amount {being the greater-of fair value less costs to'sell
and value in use) is estimated. Value in use is -calculated by discounting. the future cash flows: from
continuing use of the. asseti I the carrying value of the assetis less than the greater of the value in.use and
fair value less costs to'sell, an impairment loss.is recognjsed in the incame statement.

Property, plant and equipment

items of property, plant.and equipment are stated at cost léss accumulated depreciation and any pravision
for impairment. Cast includes expenditure that is dxrectly attributable to the acquisition of the asset or costs
incurred in bringing the asset to use. Depreciatiori is provided on all property, plant and equipment, at rates
calculated to write off the:cost of each asset to realisable valles on a straight line basis over its expected
usefu! life,. as follows:

» Leasehold improvements — five years:

»  Furniture, fixture, fittings and. equipment — five'years

o Computer equipment — five years

Equity instruments

The Company classifies ingtruments as financial liabilities ar equity insttuments in accordance with the
substance of the contractual terms of the instruments. Where an instrumeiit contains o obhgatlon on the
Company to deliver cash orother fi nancial assets or to exchange fmancnal assets or financial liabiliies witt
another party undet conditions that aré potentially unfavourable ta the. Company, or where the instrument
will 6r may beé settled in the. Company's own equity instruments but includes no obligation to. deliver a
varidble number of the Compariy’s own équity instruments then it is treated as an equity instrument.
Accordingly, the Company’s share ¢apital is presented.as a companent of equ&ty within shareholders’ funds.
Any. dividend or other disttibutions on equity instruments are recognised in equity. Related income. tax is

accounted for in accordance with IAS 12.

Cash and cash equivalents

Cash and cash equivalents comprise: cash balance and bank balances with ‘a- maturity of three months or
less from the acquisition date, which are readily convertible to known amounts of cash and which are subject

to an msugmflcant risk of changes in value.
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Notes forming part of the financial statements
For year ended 31 December 2018
(Gon.tinued)'

Use of estimates and judgements

The preparation of fihancial information. requires management. to make judgements, estimates and
.assumptxons that-affect the.application of accounting policies aiid the reported.amounts of assets, liabilities, .
income and expenses. Actual results may. differ from these estimates,

Estimates and assumptions that are considered to be the most’ |mportant are reviéwed on an ongoing basis.
Revisions to accounting estimates are recognised in the period.in which the estimaté is revised ‘and.in any
future periods affected. The judgement and assumptions that are considered to:be the most important to the
portrayal of the Company s financial condition are those relating to intangible-assets.

The following is:deemed to be a’judgement:
Intangible assets

The Company assesses its intangible assets-at least annually for @vidérice of impairment. Where the asset
is under development, the-Company considers whether it is reasonably llkely to: complete the asset and bring
into use. The Company also considers if an asset will generate sufficient economic berniefit over and abové
the current carrying value of the asset (see.note 14 for details).

The Company reassessed the useful fife of its intangible asset and made a decision to write down an element
of the intangible asset over a shorter fife. ‘As a result, additional amartisation of £144;250 was charged in the

year (see hote 14 for details),

The principal estimate made by the Company relates to the Dilapidations provision which.is-an estimate based.
on an external assessment of the current condition of thé office building. The estimated total Dilapidations
liability is to be in the region of £126,000 but includes associated costs, such as contractors’ prelininaries; as
well as fees for surveyors, solicitors, gontract admiristration, mechanical arid -electrical consultants. This
figure does not consider any further deterxoratnon of the premlses additional breaches of the tenant's lease’
covenants, or any changes in construction costs which may arise in‘the time. up to lease expiry.

The Company recognises the cost over thé term of the lease.
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(Continued)
5 Income
2018 2017
£ £
Management-feés 3,622,574 3,034,613
3,622,574 3,034,613
6 Other income
2018 2017
£ £
Other, - 6,348
- 6,348
7 Other interest receivable-and similar income
2018 2017
£ £
Interest income on bank deposits 10,408 -
10,408 -
8 Administrative expense
2018 2017
£ £
Restated
Staff costs ‘9 453,905 610,859
Advertising & marketing 1,251,842 628,090
Other administrative. expefises 492,511 " 562,683
Recruitment expenses 19,984 :2%.400
Rent and services.lease experise 208,920 208,920
Direct office coslts 330,867 361 ,551.
IT costs 230,221 131,035
2,988,250 2,529,538
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' (Continued)

8

10

11

Staff costs

Salaries and consuitancy
Social securily costs

Pensiqp cost, defined contribution scheme

The average. number of persans employed by the Company during the year was-8 (2017 10).

The directors are considered-to be the only key management personnel,

Remuneration of directors

Directors’ emoluments

Auditor's remuneration

Auditor's remuneration

2018 2017
£ £
.Restated
401,556 550214
43,549 56.995.
8,800. 3,650 -
453,905 610,859
2018 - 2017
£ £
- 78,000
- 76,000
2018 2017
£ £
21,600 19,159
21,600 19,159 .
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20

(Continued)
12 Taxation
2018 2017
£ £
Currant tax:
UK corporation tax at 18% (2017; 19.25%), - -
Adjustment in respect of prior periods (6.697) -
Total current tax. (6,697) -
Deferred tax:
Current-year 22,809 87,496
Qrigination and reversal of temporary differences 33,553 -
Effect of changes in fax rates {2.400). (10.213)
Adjustment in respect.of prior periods - 32,083
Total deferred tax 53,962 109,366
Totaltax charge 47,265 109,366
Reconciliation of tax ¢harge:
Profit on ordinary aclivilies before-tax 104,619 205,890
. . . i et " AF:4 Q0L 17 / .
Tax on profit on ordinary activities at standard.corporation tax rate of-19% (2017: 19.25%) 10.878 30,627
Effects of:
Adjustmen'tain respect of prior-years 26,856 32,083
Expenses not deductible 4,909 3,258
Income not taxable - 49,330
Tax rate changes {2.400) (10,213
Effects of group relieflother relief (1,978) 124,567
Additional deduction for R&D expenditure - (129,316)
Taotal tax charge 47,265 109,366
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Notes forming part of the financial statements
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(Continued)
13 Property, plant and equipment
Leasehold Furrilture, fixtures, Compuiter

Improvements  fittings & equipment. ‘equipment Total
2018 £ £ £ £
Cost’
At the beginning of the year 332,947 94,656 105,186 532,789
Additions - - 1,643 1.643
At the end of the year 332,947 94,656 106,829 534,432
Depreciation
At the beginning of the year 266,849 47,451 63,644 377,944
Depreciation-charge for the year 34,318 18,830 19,738 72,886
At the end of the year 301,167 66,281 83,382 450,830
Net book value
At the beginning of‘the"y'e'ar 66,098. 47,205 41,542 154,845
At the end of the year 31,780. 28,375 123,447 83,602
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{Continued)
14~ Intangible assets "
Database i
software Total
2018 - £ £
Cost
At the'beginning of the year 1435856 1,435,856
Additions 385,274 385274
At the end of the year . 1,821,430 1,821,130
Amortisation
At the beginning of the vear ‘484,973 494,973
Amortised in the year 467,227 467,227 -
Atthe-end of the year 962,200 862,200
Netbook value.
At the beéihriing of the year 940,883 940,883
(At the end-of the year 858,930 858,930

During the year the Comp‘any reassessed the useful life of an elemerit of the intangible asset. Additional
amortisation of £144,250 was charged in the year.

15  Deferred tax asset

2018 2017
£ £
Deferred tax asset . ] 396,448 450,407

396,448 450,407
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(Continued)
16 Other assets ,
2018 2017
£ £
Restated
Other receivables , 234,602 525,959
Accrued income 1,828,626 127,133
Carporation tax - 24,769 -
Amounts-owed by group undertakings 431 176
2,063,659 678,037
17 Liabilities L
‘ 2018 2017
£ £
Restated
Trade payables 37,601 18,499
VAT 48,369 148,399
Accruals 369,204 285,073
‘Payroli taxes ' 10,743 15,647
‘Other payables 12,673 5,388
Amounts ‘owed to group undertakings 3,017,585 1,807,880
3,496,265 2,380,886
18  Share capital
2018 2017
6,106,000 issued-oidinary shares at £1 each 6,106,000 6,106,000

6,106,000 6,106,000
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19  Commitments and contingent liabilities-
At 31 December 2018, the Company had lease commitments. under a non-cancellable operating lease as set out -
below.

Landand  Landand
bulldings buildings

2018 2017
£ £

Operating Lease which expires:
Within 1 year ' 139,280 208,920
Within 2 to:5 years ’ - 139,280

139,280 -348,200

20 RIisk management

The main areas of risk that the business i$. éxposed to are:
»  Liquidity risk:

+  Marketrisk;
» Reputational risk;
» Information technology and security;.and
s Operational and people risk
Liquidity risk

The Corpany's-sources of funding are from the management charge earned from Wellesley Finance Plc. There.is
a liquidity'risk to being reliant on orie form of funding however the Company regularly reviews its working capital
requirements. The management charge is calculated based on the-costs of operating the. P2P platform plus a

-specific mark up, thus is variable in nature.

The analysis of amounts:falling due-in respect of other liabilities is shown below:;

2018 2017
£ £
Restated

Amounts faliing due:

Within one year 3,496,265 2,380,886

In the second to fifth year inclusive

After five years

3,496,265 2,380,886

Market risk
Market risk is the risk that the group fails to attract customers to its marketed bond platform to make Jinvestments.

The. Company fegularly reviews the behaviour of the group's customers and the trends in the.general P2P and
bond marketplace. As such'it puts through changes where necessary to keep up with these trends.
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20 Risk management (continued)

Reputational risk

The Company has a high leve! of sensitivity: to reputational risks, particularly those which could poteritially result in
the Company’s retail investars losing confidence-in the stability and security of the organisation and ultimately the
safety of their'investmenit. It should be noted that a reputational-event could be- -triggered by another-participant of
the industry and whilst not as a diréct resuit of :an issue within the - company’s business, customers could have.
“concérms about thé P2P and bond industry in general.

Information technology and security
The. p2P piatform'is an online business and therefore the information technofogy -and information system security
is paramount for the successful running of the Company. Thefollowing risks are specifically identified:

o Attack-to take over acecounts and attempt to withdraw funds;

. Attack to steal, customer data; and

o Distributed denial of service (" DDOS") rendering the Company’s systerms temporarily inaccessible.

All of .these issugs are fesfed by a regular penetration testing service that the Company has performed. on
information systems.

Operational and peaple risk

The Company's greatest risk is-ensuring the process of maving and controlling clients.funds is compllant and that
the. technology is maintained and-developed along with the operational processes. The Company.is constantly
reviewing and updating processes and further developing the software to ensure both are fit for purpose as the

Company grows

Company has however identified cenaln key members of staff who would be challenglng to replace elther as a
result of there.being- scarcity of skillsets or the role réquiring familiarisation. with a number of ‘internal processes.
Management has aimed to mitigate these risks through:
o extended notice periods;.
. lntroductlon of a number:of documented. -procedure manuals and simplification of procésses through
the introduction of software; and
e .a-potential introduction of an employee ircentive schéme (yét to be approved) which will mclude
medical, critical illness-cover, pension etc.
Capital risk
Thé Company’s objective is to maintain a strong, capnal base to support-its currént operations’in line with relevant
forecasts. Capital base forthese purposes comprises shareholders’ equity less the website and brand development
(ntanglble asset less amounts owed to Company undertakings: The details are below:

2018 2017

£ £

Share.capital 6106000 6,106,000
Accumulatéd. losses , {4,283;623) (4,340,877
Commion equity capital ) 1822477 1,765,123

The pap_ita’[ levels are menitored both at a Company level-and throughout the Wellesley Group.
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21 Related party transacfions

Related parties of the Company include key management personnel, close family members of key management.
personnel and entities which are controlied, jgintly controlled or S|gn|f|cantly influenced, or for which significant
votmg power is held, by key management persorinel or their close family members. Key management personnel’

are defined as the: Directors.

“The following are transactions-and outstanding balances retated 1o key management personnel (as defined by IAS
24 Related Party Disclosure) and'all are due within 1 year:

Balances with fellow group companies of Wellesley Group Investors Limited:.

2018 2017

£ . £

Restated

‘Balances owed from fellow subsidiaries 441 186
Balances owed to parent company (786,575) (790,628)
Balances owed to fellow subsidiaries (2,231,010)  (1,117,252)
Management fees to be charged to fellow subsidiaries 3622,574 3,034,613
Balarices due from a director ‘89 256

The above transactions are consid_ered to be at-arm'’s length.

21 Ultimate controlling party
Wellesley Group Limited, a'company incorporated in England, is the immediate parent of the Company.

The_ultimate parent undertaking is Wellesley Group Investors Limited ‘which prepares Group Accounts and are
-availablé from Companies House.

The ultimate controlling party is IFX Company Trust.
22 Events after the statement of financial position date
The. Company “obtained full FCA -approval on 15 February 2019, The Company will continué to market bond

praducts to retail investors and manage existing P2P clients. No ‘other information has been. identified- since the
statemerit of financial position date about conditions existing at that date which is required to-be discloséd i in ‘these

financial statements.
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24 Prior period restatement

1. In 2018 it'was discovered that in the prior-year the Company had not recognised £127,133.of Output Tax
in.respect of 2017 .management.fees. charged to Wellesley Finance plc.
_ impact on Statement of
Note . Financial Position
As-at 31 Deécember 2017
£
Increase in Output tax payable 17 (127,133)
Increase in. Accrued income 18 127,133

‘Impact on equity at 31 December 2017

2. Reclassification - during the preparation of the 2018 financial statements various reclassifications of

balances recognised at 31 December 2017 were made.te reflect accurately the underlining balances and
transactions:

2:1 Deferred tax asset has been reclassified. as a Non-Current-Asset;

2.2 Intangible assets previously disclosed as Website and Brand development havé beén reclassified.
-as Database Software to reflect accurately the nature. of the underlying asset:
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