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HAYDOCK FINANCE LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present the strategic report for the year ended 31 December 2018.

Fair review of the business

During the course of the year, the Group announced that certain investment funds managed by affiliates of
Apollo Global Management, LLC (“Apollo”) had signed an agreement to acquire a majority shareholding in
Haydock Finance Holdings Limited, investing alongside the founder and Executive Chairman Jon Wilkinson. The
agreement was subject to customary conditions and closed on 31st January 2018.

Following this acquisition and with the support of its new parent and its affiliates the Company has been able to
deliver strong growth in its portfolio whilst maintaining credit and pricing discipline. It has also commenced a
-programme of investment to upgrade and improve its underlying systems, processes and control environment
and thus ensure growth continues to be well managed.

The Company has reportéd a profit before tax on ordinary activities of £2.3million compared to a profit before tax
of £0.7million in 2017. After taxation, the retained profit for the year of £1.8million has been taken to reserves
compared to £0.5million in 2017. The Group has reported a profit before tax on ordinary activities of £3.2million .
compared to a profit before tax of £1.0million in 2017. . .

Net assets of the Company at 31 December 2018 amounted to £13.6million compared with £11.8million in 2017.
Net assets of the Group at 31 December 2018 amounted to £20.0million compared with £17.5million in 2017.

The net receivables of the Company continued to grow being at £177.8million at the errd of 2018, an increase of
over 123% when compared with £79.5million in 2017. The net receivables of the Group also continued to grow
being at £192.5miillion at the end of 2018, an increase of over 75% when compared with £109.8million in 2017.

Principal risks and uncertainties

The principal risks and uncertainties faced remain as liquidity, interest rate, credit and fraud risk, all of which are
mitigated through a comprehensive control framework.

The Company and the Group operates tiered levels of underwriting authority, all mandated by the Board of
Directors, in respect of all new lending. The controls that are in place further require Director approval for
individual customer exposures above certain monetary levels set regularly by the Board. Customer and portfolio
exposures are also regularly reviewed by the Directors. Ongoing monitoring of exposures and portfolio
behaviour ensures swift identification and resolution of issues

Detailed monthly management accounts are prepared and reviewed to monltor actual financial performance
against the budget, which is set annually by the Board.

Interest rate exposure is managed Group wide through the use of fixed interest rate agreements with funders
and an element of interest rate caps on bank borrowings. No additional fnancral instruments are actively utilised
as part of the financial risk management.

Durihg the year the Group renegotiated its principal funding arrangements and in doing so considerably reduced
any ongoing liquidity risks.




HAYDOCK FINANCE LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Key performance indicators
The key performance indicators which the Directors regularly monitor inciude:-

New lending volumes;

Net margin after money costs;
Cost/ income ratio;

Default levels;

Bad debt write-offs;

Average return on receivables.

Due to commercial sensitivity, the Directors are of the opinion that it is not appropriate to disclose further details
on these indicators.

Future developments
The Directors believe the continuing strategy for the medlum to long term future remains in expanding |ts
commercial asset finance business based in Blackburn. The combination of: -

a) strong origination sources; '
b) sound underwriting of finance transactions that are secured on moveable assets and
¢) a commendable arrears record

This provides a sufficiently robust platforni, with ongoing investment to continue to drive growth and success.

The Company is mindful of ongoing uncertainty in its market and the broader economic environment and will
continue to monitor developments closely, especially as they pertain to its core borrower sectors. It believes,
however, that its well diversified portfolio, broad sourcing and attractive and fiexible propositions will continue to
deliver opportunity and is planning accordingly.

The Company recognises the importance of maintaining good business relationships with its suppliers and
remains committed to paying all invoices in accordance with agreed terms.

Given that the future looks extremely encouraging, the Directors expect that the financial results for 2019 will
show a healthy level of profit.

On behalf of the board




HAYDOCK FINANCE LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present their annual report and financial statements for the year ended 31 December 2018.

_ Principal activities

The company's principal business during the year continued to be the provision of fi nancual services to the
commercial asset finance sector in the United Kingdom.

Directors
The directors who held office during the year and up to the date of signature of the financial statements were as
follows:

Mr J H Wilkinson

- Mr S LWorrall
Mr | H Barr
Mr B D Wilkinson (Deceased 31 January 2018)
Mrs S J Wilkinson ' (Resigned 31 January 2018)
Mr J M Jenkins (Appointed 2 January 2019)
Mr J LPearson - : (Appointed 25 June 2019)

Results and dividends
The results for the year are set out on page 7.

No ordinary dividends were-paid. The directors do not recommend payment of a final dividend.

Auditor

The auditor, Garbutt & Elliott Audit Limited, is deemed to be reappointed under section 487(2) of the Companies
Act 20086. .

Statement of disclosufe to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit
information of which the company’s auditor is unaware. Additionally, the directors individually have taken all the
necessary steps that they ought to have.taken as directors in order to make themselves aware of all relevant
audit information and to establish that the company's auditor-is aware of that information.

On behalf of the board




HAYDOCK FINANCE LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors are responsible for preparing the annual report and the financial 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 financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law
the directors must not approve the financial ‘statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that period. In preparing
these financial statements, the directors are required to:

¢ select suitable accounting policies and then apply them consistently;

* make judgements and accounting estimates that are reasonable and prudent;

* state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

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

The directors are responsible for keeping adequate accounting 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 other irregularities.




HAYDOCK FINANCE LIMITED

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF HAYDOCK FINANCE LIMITED

Opinion

We have audited the financial statements of Haydock Finance Limited (the ‘company'} for the year ended 31
December 2018 which comprise the statement of comprehensive income, the balance sheet, the statement of
changes in equity and notes to the financial statements, including a summary of significant accounting policies.
The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including FRS 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).

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 its profit for the
year then ended,
* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and
* have been 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 responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the company in accordance with the
ethical requirements that are relevant to our. audit of the financial statements in the UK, including the FRC’s
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a baS|s for our
opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (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 appropriate; or '
* the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ability to continue to adopt the going concern basis of accounting
for a period of at least twelve months from the date when the financial statements are authorised for issue.

Other information

The directors are responsible for the other mformatlon The other information comprises the information included
in the annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon. :

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. ‘

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of our audit:
+ the information given in the strategic report and the directors' report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
° the strategic report and the directors' report have been prepared in accordance with’ appllcable legal
requirements.




HAYDOCK FINANCE LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF HAYDOCK FINANCE LIMITED

Matters on which we are required to report by exception

In the Iight 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 and the directors' report.

We have nothing to report in respect of the followrng matters where the Companres Act 2006 requires us to
report to you if, in our opinion:

+ adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or-

¢ thefi nancial statements are not in agreement with the accountrng records and returns or

* certain disclosures of directors' remuneration specified by law are not made; or

+ we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the dlrectors responsibilities statement, - the" directors are responsible for the
preparation of the financial statements and for being 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 misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, dlsclosrng, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to Irqundate the company or to cease operations,
or have no realistic alternative but to do so. .

Auditor’s responsrbrhtres for the audit of the fmancra! statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a. materlal misstatement when it exists. Misstatements can arise
from fraud or error and are considéred material if, mdrwdually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's weébsite at: http://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 company’s members, 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 no other purpose. To the fullest
extent permltted by law, we do not accept or assume responsibility to anyone other than the company and the.
company’s members as a body, for-our audit work, for this report, or for the opmrons we have formed.

Wx GuA FAS

Alan Sidebottom (Senior Statutory Auditor)

for and on behalf of Garbutt & Elliott Audit Limited /7 _ ? /?_

Chartered Accountants

Statutory Auditor ' _ Triune Court
Monks Cross Drive
York
Y032 9GZ




HAYDOCK FINANCE LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

2018 2017
Notes £'000 : £'000 -

Turnover ) 3 15,915 12,750
Administrative expenses (9,767) ' (8,353)
Other operating income 400 -
Operating profit 4 6,548 ' 4397
Interest receivable and similar income 7 416 . 398
Interest payable and similar expenses 8 (4,653) (4,114)
Profit before taxation ‘ 2,311 681
Tax on profit ‘ 9 (495) (1486)
Profit for the financial year 1,816 535
Total comprehensive income for the year 1,816 . 535

The statement of comprehensive income has been prepared on the basis that all operations are continuing
_operations. ‘




HAYDOCK FINANCE LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2018

Fixed assets
Tangible assets

Current assets

Debtors falling due after more than one
year

Debtors falling due within one year
Cash at bank and in hand

Creditors: amounts fallmg due within
one year

Net curre'nt assets
Total assets less current liabilities

Creditors: amounts falling due after
more than one year

Provisions for liabilities
Net assets

Capital and reserves
Called up share capital
Share premium account
Capital redemption reserve

Profit and loss reserves

Total equity

Notes

10

12

12

14

15

16

19

2018

£'000 £1000

85
122,791
75470
3,188
201,449
(58.690)

142,759

142,844

(128,808)

(402)

13,634

2,112

200

1,000

10,322

13,634

2017
£000 £'000
64
51,831
45,806
3,183
100,820
(43,973)
56,847
56,911
(44,991)
(102)
11,818
2,112
200
1,000
8,506
11,818

The financial statements were approved by the board of directors and authorised for issue on 5/4’ l“(

and are sigred on its behalf by:

gistration No. 01526882




HAYDOCK FINANCE LIMITED -

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Share Share Capital Profit and Total
capital premium redemption loss
account reserve  reserves
£'000 £'000 £'000 £'000 £'000
Balance at 1 January 2017 2,112 200 1,000 7,971 11,283
Year ended 31 December 2017:
Profit and total comprehensive
income for the year - - - 535 535
Balance at 31 December 2017 . 2,112 200 1,000 8,506 11,818
Year ended 31 December 2018:
Profit and total comprehensive
income for the year - - - 1,816 1,816
Balance at 31 December 2018 o 2,112 200 1,000 10,322 13,634




HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1.1

1.2

Accounting policies

Company information

Haydock Finance Limited is a company. limited by shares incorporated in England and Wales. The
registered office is Challenge House, Challenge Way, Greenbank Business Park, Blackburn, BB1 5QB.

Accounting convention

These financial statements have been: prepared in accordance with The Financial Reporting Standard
applicable in the UK and Republic of Ireland (FRS 102) and the requirements of the Companies Act 2006.

The financial statements are prepared in sterling, which is the functional currency of the company.
Monetary amounts in these financial statements are rounded to the nearest £1,000.

The financial statements have been prepared under the .historical cost convention, modified to include
certain financial instruments at fair value. The principal accounting policies adopted are set out below.

On the grounds that the company's results are consolidated into its parent, as disclosed in note 23, the
company has taken advantage of certain exemptions conferred by section 1.11 of FRS 102 as follows:

» Exemption from presenting a statement of cashflows as a primary note to the financial statements,
as otherwise required by section 7 of FRS 102;

+ Exemption from disclosing details of its financial instruments;

* Exemption from disclosing key management personnel remuneration.

The company has taken advantage of the disclosure exemptions of Section 33.1A of FRS102 which permit
it to not present details of its transactions with members of the group headed by Haydock Finance

‘Holdings Limited where relevant group companies are all wholly owned. Details of outstanding balances as

at the year end are given in note 12 and 14.

Haydock Finance Limited is a wholly .owned subsidiary of Haydock Finance Holdings Limited and the

results of Haydock Finance. Limited are included in the consolidated financial statements of Haydock

Finance Holdings Limited. The registered office of Haydock Finance Holdings lelted is Challenge House,
Challenge Way, Greenbank Business Park, Blackburn BB1 5QB.

HD Bidco Limited owns 100% of the share. capital of Haydock Finance Holdings Limited. HD Bidco Limited
is a company that is ultimately controlled by Apolio Global Management, LLC. Apollo Global Management,
LLC's registered office is 9 West 57th Street, 43rd Floor, New York, NY 10019, United States.

Going concern

At the time of approving the financial statements, the directors have a reasonable expectation that the
company has adequate resources to continue in operational existence for the foreseeable future. Thus
they continue to adopt the going concern basis of accounting in preparing the financial statements.

-10-



HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1.3

14

1.5

Accounting policies . ) (Continuéd)

Turnover
Finance leases and instalment credit agreements

Income from assets leased to customers and ‘from instalment credit agreements is determined by
spreading interest and charges over the period of repayment in proportion to the net cash investment.
Amounts due from customers under finance leases and lnsta!ment credit agreements are included in
debtors.

Loans and similar advances

Interest earnings from loans and similar advances made to customers are recognised on an accruals
basis. ' :

Other income

Fees and commission income are recognised on an accruals basis and are stated net of VAT where
applicable. :

Tangible fixed assets

Tangible fixed assets are initially measured at cost and subsequently measured at cost or valuation, net of
depreciation and any impairment losses.

Depreciation is provided at rates calculated to wrlte off the cost less estimated residual value of each asset
over its expected useful life, as follows:

Fixtures, fittings and equipment 25% - 33% Straight line

The gain or loss arising on the disposal of an asset is determined as the difference between the sale
proceeds and the carrying value of the asset, and is credited or charged to profit or loss.-

Impairment of fixed assets

At each reporting period end. date, the company reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset,
the company estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for
which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying.amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in the profit and loss account, unless the relevant asset is
carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have
ceased to apply. Where an impairment loss subsequently reverses, the carrying amount of the asset (or
cash-generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined had no
impairment loss been recognised for the asset (or cash-generating unit) prior years. A reversal of an
impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

-11-



HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1.6

1.7

Accounting policies (Continued)-

Cash at bank and in hand

Cash at bank and in hand are basic financial assets and include cash in hand, deposits heId at call with
banks, other short-term liquid investments with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within borrowings in current liabilities.

Financial instruments

The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section
12 ‘Other Financial Instruments’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company's balance sheet when the company becomes party to
the contractual provisions of the instrument. .

Financial assets and iiabilities are _offset, with the net amounts presented in the financial statements, when
there is a legally énforceable right to set off the recognised amounts and there is an intention to settle on a
net basis or to realise the asset and settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at
transaction price including transaction costs and are subsequently carried at amortised cost using the
effective interest method unless the arrangement constitutes a financing transaction, where the transaction
is measured at the present value of the future receipts discounted at a market rate of interest. Fmanmal
assets classified as receivable within one year are not amortlsed

Other financial assets

Other financial assets, mcludlng investments in equity instruments which are not subsidiaries, associates
or joint ventures, are |mt|ally measured at fair value, which is normally the transaction price. Such assets
are subsequently carried at fair value and the changes in fair value are recognised in profit or loss, except
that investments in equity instruments that are not publicly traded and whose fair values cannot be
measured reliably are measured at cost less impairment.

Trade debtors, loans and other receivables that have fixed or determinable payments that are not quoted in
an active market are classified as 'loans and receivables’. Loans and receivables are -measured -at

_amortised cost using the effective interest method, less any impairment.

Interest is recognised by applying the effective interest rate, except for short-term receivables when the
recognition of interest would be immaterial. The effective .interest method is a method of calculating the
amortised cost of a debt instrument and of allocating the interest income over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future cash receipts through the expected
life of the debt instrument to the net carrying amount on initial recognition.

-12-



HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1 Accounting policies ‘ o (Continued)

‘ Impalrment of financial assets

Financial assets, other than those held at fair value through prof it and Ioss are assessed for indicators of
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been-
affected. If an asset is impaired, the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows discounted at the asset's original effective interest rate. The
impairment loss is recognised in profit or loss.

If there is a decrease in the-impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the ‘current carrying amount does’ not
exceed what the carrying amount would have been, had the impairment not previously been recognised.
The impairment reversal is recognised in profit or loss. See also accounting policy 1.13, Bad and doubtful
debts. :

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire
or are settled, or when the company transfers the financial asset and substantially all the risks and rewards
of ownership to another entity, or if some significant risks and rewards of ownership are retained but
control of the asset has transferred to another party that is able to sell the asset in its entirety to-an
unrelated third party.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a resndual interest in the
assets of the company after deducting all of its liabilities.

Basic financial liabilities .

Basic financial liabilities, including creditors, bank loans, loans from fellow group companies and
preference shares that are classified as debt, are initially recognised at transaction price unless the
arrangement constitutes a financing transaction, where the debt instrument is measured at the present
value of the future payments discounted at a market rate of interest. Financial liabilities classified as
payable within one year are not amortised. '

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have.been acquired in the ordinary course
of business from suppliers. Amounts payable are classified as current liabilities if payment is due within
one year or less. If not, they are presented as non-current liabilities. Trade creditors are recognised initially
at transaction price and subsequently measured at amortised cost using the effective interest method.

Other financial liabilities

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic financial
instruments. Derivatives are initially recognised at fair value on the date a derivative contract is entered
into and are subsequently re-measured at their fair value. Changes in the fair value of derivatives are
recognised in profit or loss in finance costs or finance income as appropriate, unless hedge accounting is
applied and the hedge is a cash flow hedge.

Debt instruments that do not meet the conditions in FRS 102 paragraph 11.9 are subsequently measured
at fair value through profit or loss. Debt instruments may be designated as being measured at fair value
though profit or loss to eliminate or reduce an accounting mismatch or if the instruments are measured and
their performance evaluated on a fair value basis in accordance with a documented risk management or
investment strategy.

-13-



HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1.8

1i9

Accounting policies . "~ (Continued)

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the company after deducting all of its liabilities.

Derecognition of financial liabilities

Financial liabilities are derecognised.when the company’s contractual obligations explre or are discharged
or cancelled.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, riet of transaction costs.
Dividends payable on equity instruments are recogmsed as liabilities once they are no longer at the
discretion of the company. .

Taxation .
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax
The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as

" reported in the profit and loss account because it excludes items of income or expense that are taxable or

deductible in other years and it further excludes items that are never taxable or deductible. The company’s
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the
reporting end date.

- Deferred tax

1.10

1.1

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are
recognised to the extent that it is probable that they will be recovered against the reversal of deferred tax
liabilities or other future taxable profits. Such assets and liabilities are not recognised if the timing
difference arises from goodwill or from the initial recognition of other assets and liabilities in a transaction
that affects neither the tax profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered. Deferred tax is calculated at the tax rates that are expected to apply in the period
when the liability is settled or the asset is realised. Deferred tax is charged or credited in the profit and loss
account, except when it relates to items charged or credited directly to equity, in which case the deéferred
tax is also dealt with in equity. Deferred tax assets and liabilities are offset when the company has a legally
enforceable right to offset current tax assets and liabilities and the deferred tax assets and liabilities relate
to taxes levied by the same tax authority.

Employee benefits

The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs
are requiredto be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services
are received. ,

Termination benefits are recognised immediately as an expense when the company is demonstrably
committed to terminate the employment of an employee or to provide termination benefits.

Retirement benefits
Payments to defined contribution retirement benefit schemes are charged as an expense as they fall due.

-14 -



HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1.12

1.13

1.14

Accounting policies . (Continued)

l.eases

Rentals payable under operating leases, including any lease incentives recelved are charged to income
on a straight line basis over the term of the relevant lease except where another more systematic basis is
more representative of the time pattern in which ‘economic benefits from the lease asset are consumed.

Amounts due from lessees under finance leases are recognised as receivables at the amount of the
company'’s net investment in the leases. Finance lease income is allocated to accounting periods so as to
reflect a constant periodic rate of return on the company’s net investment outstanding in respect of leases.

Bad and doubtful debts

Impairment provisions are made for specific finance lease, mstalment credit receivables and loans which
are considered to be bad or doubtful. Impairment provisions made during the year are charged to the profit
and loss account, net of recoveries.

Finance lease, instalment credit and loan receivables are all stated in the balance sheet, after deduction’
for specific impairment provisions.

Deferred commissions
Time-apportionable commission that is paid to third-party introducers is allocated to accounting periods by

~ spreading the cost in proportion to the net cash investment of the related finance receivable.

Judgements and key sourées of estimation uncertainty

In the application of the company’s accounting policies, the directors are required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results may differ from these estimates. -

The estimates and underlying assumptions are reviewed on an o'ngoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised where the revision affects only. that
period, or in the period of the revision and future periods where the revision affects both current and future
periods. .

Key'sources of estimation uncértainty _
The estimates and assumptions which have a significant risk of causing a material adjustment to the
carrying amount of assets and liabilities are as follows:.

Bad debft provision

The company.includes a specific bad debt provision within its financial statements to cover potential future
losses arising from finance lease receivables. Management calculate and review this provision regularly,
basing the provision on missed or late payments, and the judgement of management, having regard to
potential recoveries from enforcement actions. The value of bad debt provisions is disclosed in note 11.
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018 '

3 Turnover and other revenue

An analysis of the company's turnover is as follows:

2018 2017
‘£'000 £'000
Turnover analysed by class of business ‘
Interest earnings S 13,189 9,031 .
Other finance related income ' , 2,529 2,921
Commissions 197 798
15,915 12,750
2018 2017
£'000 £'000
Other significant revenue . .
Interest income ' ' v ' ‘ 416 398
2018 2017
£'000 £'000
Turnover analysed by geographical market
United Kingdom . - 15,915 12,750
4 Operating profit 4
' . 2018 2017
Operating profit for the year is stated after charging: £'000 £'000
-Deépreciation of owned tangible fixed assets ' 40 - 35
Operating lease charges : 85 85
5 Auditor's remuneration
' . : ' ~ 2018 2017
Fees payable to the company's auditor and associates: ' £'000 £'000
For audit services
Audit of the financial statements of the company - 23 15
For other services
Taxation compliance services 6 6
All other non-audit services 4 3
10 9
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

6

Employees

The average monthly number of persons (including directors) employed by the company during the year

was:
2018 2017
Number Number
Directors ' - ‘ 3 6
Sales and administration . o 42 39
45 45
Their aggregate remuneration comprised:
’ 2018 2017
£'000 £000
Wages and salaries ' 2,601 2,440
Social security costs ) 287 242
Pension costs 90 121
2,978 2,803
Interest receivable and similar income
‘ 2018 2017
£'000 £000
Interest income
Interest on bank deposits o 8 1
Interest receivable from.group companies 408 397
Total income 416 398
Interest payable and similar expenses
‘ 2018 2017
£'000 £'000
Interest on financial liabilities measured at amortised cost:
Interest on other loans 4,653 4,114
4,653 4,114

The rights to interest due on the preference shares was waived in the year as it was in the prior year.
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

9 Taxation

Current tax

UK corporation tax on profits for the current period-
Adjustments in respect of prior periods

Total current tax

Deferred tax

Origination and reversal of timing differences

Total tax charge

2018
£000

250

266

229

495

2017
£000

340

The actual charge for the year can be reconciled to the expected charge for the year based on the profit or

- loss and the standard rate of tax as follows:

Profit before taxation

Expected tax charge based on the standard rate of corporation tax in the UK
of 19.00% (2017: 19.25%)

Tax effect of expenses that are not deductible in determining taxable profit
Adjustments in respect of prior years

Effect of change in corporation tax rate

Other

Taxation charge for the year

2018
£'000

2,311

2017
£'000

681

131

37
(28)

146
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

10 Tangible fixed assets
Fixtures, fittings and

equipment
£'000

Cost . .
At 1 January 2018 , . ' . 979
Additions 61
At 31 December 2018 , 1,040

_ Depreciation and impairment
At 1 January 2018 : 915
Depreciation charged in the year . 40
At 31 December 2018 ' 955
Carrying amount

. At 31 December 2018 85
At 31 December 2017 64
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

11 Finance lease and loan receivables

Finance lease receivables

Gross amounts receivable under finance leases:
Within one year

In one to five years

Unearned finance income
Present value of minimum lease payments receivable
The present value is receivable as follows:

Within one year
In one to five years

2018

£'000

66,700
138,749

205,449
(29,806)

175,643

57,024
118,619

175,643

2017
£'000

34,393
- 60,093

94,486
(16,007)

78,479

28,566
49913

78,479

At the yeaf end the company had made specific provisions against the finance lease present value of
minimum lease payments receivable to the value of £5,268,000 (2017 - £3,194,000).

Loan receivables

Gross amounts receivable under loans:
Within one year

In one to five years

Unearned finance income
Present value of minimum loan payments receivable
The present value is receivable as follows:

Within one year
In one to five years

747
1,598

2,345
(226)

2,119

506
697

1,203
(155)

1,048

1,048

At the year end the company had made specific provisions agaiAnst the present value of minimum

repayments of loan receivables to the value of £113,000 (2017 - £115,000).
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTlNUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

12 Debtors
2018 2017
Amounts falling due within one year: £'000 £'000
Corporation tax recoverable 95 -
Amount due from parent undertaking 13,892 12,074
Amounts due from fellow group undertakings . - 1,192
Finance leases receivable (note 11) . : 57,024 28,566
Loans receivable (note 11) - . 673 449
Other debtors , 552 323
Prepayments and accrued income : 2,725 2,764
| | 74,961 45368

Deferred tax asset (note 17) .- 509 438
75,470 45,806

Amounts fa.lling due after one year:
Finance leases receivable (note 11) . 118,619 49,913
Loans receivable (note 11) 1,446 - 599
Prepayments and accrued income 2,726 1,319
122,791 51,831
Total debtors 198,261 97,637

‘13 Loans and overdrafts

2018 2017
£'000 £'000
Redeemable preference shares A . 15,000 15,000
Block discount finance agreements 133,326 68,163
Directors' loans - 140
Other loans 24,000 1,174
172,326 84,477
Payable within one year 44797 40,698
Payable after one year . 127,529 43,779
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

13 Loans and overdrafts ) (Continued)

In the opinion of the directors, it is not in the interest of the shareholders that distributable reserves should
be used to redeem any preference shares at any time within 12 months of the balance sheet date.
Accordingly, they have been included within creditors due after one year. The Preference shares comprise
£6,000,000 'A' Preference shares and £9,000,000 'C' Redeemable preference shares, the rights of which
are more fully disclosed in note 19. '

Block discount finance ‘agreements of £133,326,000 (2017 - £68,163,000), of which £88,529,000 (2017 -
£28,779,000) is due after one year and £44,797,000 (2017 - £39,384,000) is due within.one year, are
secured against the underlying finance agreements.

Other loans consists of a £24,000,000 (2017 - £nil) unsecured loan from a connected party.

14 Creditors:-amounts falling due within one year

2018 : 2017
Notes . “£'000 £'000
Block discount finance agreements . 13 44 797 39,384
Directors’ loans - 140
Other loans ' : - 1,174
Trade creditors . 237 75
Amounts due to fellow group undertakings 12,228 -
Corporation tax payable - 93
Other taxation and social security 285" -259
Accruals and deferred income ' 1,143 2,848
58,690 43,973

- 15 Creditors: amounts falling due after more than one year
2018 - 2017
£'000 £'000
Redeemable preference shares 13 15,000 15,000
Block discount finance agreements - 13 88,529 28,779
Other loans . 13 24,000 -
Other creditors © 1,279 1,212
128,808 44 991

16  Provisions for liabilities

2018 2017
Notes £'000 £'000
Deferred tax liabilities . 17 402 102
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

17

18

Deferred taxation

The following are the major deferred tax liabilities and assets recognised by the company and movements
thereon: ‘

Liabilities Liabilities Assets Assets

2018 2017 2018 2017

Balances: . ' £'000 . £'000 £000 £'000
Leased assets 402 102 ) - -
Other timing differences - - 509 438
402 102 509 438

. 2018

Movements in the year: . £'000
Liability/(Asset) at 1 January 2018 ‘ (336)
Charge to profit or loss ' ' 229

Liability/(Asset) at 31 December 2018 ' (107)

Deferred tax assets and liabilities are offset where the company has a legally enforceable right to do so.

Retirement benefit schemes

2018 2017
Defined contribution schemes ; : ' £'000 £'000
Charge to profit or loss in respect of defined contribution schemes 90 121

The company operates a defined contribution pension scheme for all qualifying employees. The assets of
the scheme are held separately from those of the company in an independently administered fund.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

19

20

Share capital

2018 2017
£'000 £'000
Ordinary share capital
Issued and fully paid
2,112,000 Ordinary shares of £1 each 2,112 . 2,112

Details of the non-equity share capital included within creditors due after more than one year are as
follows:- ’ '

'A' Preference shares

The 6,000,000 'A’' Preference shares of £1 each carry no voting rights and carry a 5% per annum
cumulative dividend (charged as interest). On a winding up, they are repayable at par and rank behind the
'C' Redeemable Preference shares but ahead of the other classes of shares.

'C' Redeemable preference shares

The 9,000,000 'C' Redeemable preference shares of £1 each carry no voting rights and carry a 5% per
annum cumulative dividend (charged as interest). These shares have been available to redeem at par
since 28 February 2006. In the opinion of the directors, it is not in the interest of the shareholder that
distributable reserves should be used to redeem any of these preference shares at any time within 12
months of the balance sheet date. Accordingly, they.have been included within creditors due after one
year. Dividends (charged as interest) will continue to be paid on the shares until such future date when the
shares are redeemed. On a winding up, they are repayable at par and rank ahead of the other classes of
shares.

Operating lease commitments
Lessee

At the reporting end date the company had outstanding commitments for future minimum lease payments
under non-cancellable operating leases, which fall due as follows:

2018 2017

£'000 £'000

Within one year 85 85
Between two and five years _ 340 340
In over five years 1,395 1,480
1,820 1,905

The above rentals are in respect of Challenge House for the period to May 2040.
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21

22

23

Related party transactions

Transactions with related parties

The company has taken advantage of the exemption in FRS 102 section 33.1A from the requirement to
disclose transactions with group companies on the grounds that consolidated fi nanmal statements are
prepared by the ultimate parent company. .

Included within creditors falling due less than one year are loans totalling £nil (2017 - £1,174,000) from
three family members of Mr J H Wilkinson, a director. These were repaid in the year.

Directors' transactions

Advances have been granted to the company by its directors as follows:

Description % Opening - Amounts Interest ©  Amounts Closing
Rate Balance Advanced Charged Repaid . Balance

£'000 . £'000 £'000 £'000 A £000

Mr J H Wilkinson - 140 - - (140) -
140 - - (140) -

Controlling party

The company is a wholly owned subsidiary of Haydock Finance Holdings Limited, a company registered in
England and Wales.

The financial statements of the company are consolidated in the financial statements of Haydock Finance
Holdings Limited. Copies of the group financial statements are available from Haydock Finance Holdings
Limited with registered office Challenge House, Challenge Way, Greenbank Business Park, Blackburn, BB1
5QB. Haydock Finance Holdings Limited is the smallest and largest group into which Haydock Finance
Limited is consolidated.

HD Bidco Limited owns 100% of the share capital of Haydock Finance Holdings Limited. HD Bidco Limited
is @ company that is ultimately controlled by Apollo Globa! Management, LLC. Apollo Global Management,
LLC's registered office is 9 West 57th Street, 43rd Floor, New York, NY 10019, United States.
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24 Directors' remuneration

2018 - 2017

£'000 £'000

Remuneration for qualifying services 835 857
Company pension contributions to defined contribution schemes 42 75
877 932

The number of directors for whom retirement benefits are accruing under defined contribution schemes
amounted to 3 (2017 - 6).

Remuneration disclosed above include the following amounts paid to the highest paid director:

£'000 £'000
Remuneration for qualifying services - 357 205
Company pension contributions to defined contribution schemes 10 14

The company's key management personnel are considered to be the directors only.
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