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Marlin Financial Services Limited

Directors’ report (continued)

The directors present their annual report and the audited financial statements for the year ended 31 December 2012

Principal activity

The principal activity of the company 1s that of debt recovery

Business review

The company generated turnover of £10,202,709 (2011 £4,406,675) and net loss before tax of £19,759 (2011
£3,240,281) from servicing portfolios of other entities The improvement n performance 1s due to an increase 1 the
portfolios serviced and an increase 1 the service fee charged

During the year the company 1ssued 1 ordinary share with a nomnal value of £1 to the parent company for a
premium of £600,406

Principal risk and uncertainties

The directors constder the principal risks and uncertainties to the business nclude insufficient availability of funding,
a lack of adequate quality portfohios being offered to the market, the reduction of collection rates on the debt
portfolios served by the company due to the economic environment and the potential for regulatory action being
taken against the company

Financial risk management objectives and policies

In addition, the company's activities expose 1t to a number of financial nsks including credit nisk and hquidity risk

Credit risk
Credit nisk 1s pnmanly atiributable to the amount due from group undertakings The directors mitigate this risk

through their oversight of fellow group compames

Liguiduy risk

The company is confident 1t can manage working capital requirements to mitigate any liquidity risks  The directors
anticipate being able to draw on the cash resources of the group as necessary to mect Liquidity requirements

Future cutlook
No matenal changes are expected n the activities of the company

Going concern

The parent Group intends to continue its strategy of growth through the acquisition of portfohos and the directors
have prepared budgets and forecasts, which include the Company, on this basis These forecasts indicate that the
Group wil! require additional funding 1n the coming year In this context, the Directors are currently pursuing a
number of different financing options, although these have not yet been finalised However, the Directors have
obtained confirmation from the Group’s major shareholder of their intention to provide additional funding, either for
working capital or other purposes beyond its agreed facilities, should this be required The directors have also
obtained confirmation from the Group that 1t will be willing to provide financial support to the Company 1f required
On the basis of these enquiries and the forecasts the Directors have a reasonable expectation that the Group and the
Company have adequate resources to continue mn operational existence for the foreseeable future

Pohtical and charitable donations

During the year, the company made charitable donations of £292,549 (2001 - £100,331) to national chanties and also

local charities serving the communities 1 which the company operates The company has no political donations mn

the current or preceding financial year |




Marlin Financial Services Limited

Directors’ report (continued)

Directors

The directors who served throughout the year and up to the date of approval of the financial statements, were as
follows

M Dunphy

D J Page

J S Telford

K Stannard {appomnted 26 October 2012)
P Richardson {appointed 11 February 2013)

Auditor

Deloitte LLP have indicated theirr willingness to be reappointed for another term and appropriate arrangements have
been put 1n place for them to be deemed reappomnted as auditor in the absence of an Annual General Meeting

Information provided to the auditor

Each of the persons who 1s a director at the date of approval of this report confirms that

(1) so far as the director 15 aware, there 1s no relevant audit information of which the company's auditor 1s unaware,
and

(2) the director has taken all the steps that he ought to have taken as a director m order to make himself aware of
any relevant audit information and to establish that the company’s audrtor 1s aware of that information

This confirmation 1s given and should be interpreted 1n accordance with the provisions of s418 of the Companies Act
2006

Approved by the Board and signed on 1its behalf by

-

K Stannard
Director

"3 Apnl 2013




Marlin Financial Services Limited

Directors’ responsibilities statement

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 1n 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

e select suitable accounting pohicies and then apply them consistently,
¢ make judgments and accounting estimates that are reasonable and prudent,
s state whether applicable UK Accounting Standards have been followed, and

e prepare the financial statements on the going concern basts unless it 1s mappropriate 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 financia! statements comply with the Compantes 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 urregularities




Independent auditor’s report to the members of
Marlin Financial Services Limited

We have audited the financial statements of Marlin Financial Services Lumited for the year ended 31 December 2012
which compnise the Profit and Loss Account, the Balance Sheet and the related notes 1to 14 The financial reporting
framework that has been applied in their preparation 15 applicable law and Umited Kingdom Accounting Standards
(Unmited Kingdom Generally Accepted Accounting Practice)

This report 15 made solely to the company’s members, as a body, 1 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 m an auditor’s report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibihty to anyone other than the company and the company’s
members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and the auditor

As explained more fully in the Directors’ 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  Our responsibility 1s to audit
and express an opinion on the financial statements in accordance with applicable law and International Standards on
Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s Ethical
Standards for Auditors

Scope of the audit of the financial statements

An audit nvolves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error This wncludes an assessment of whether the accounting policies are appropriate to the company’s
circumstances and have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements  In addition, we
read all the financial and non-financial information in the annual report to 1dentify material inconsistencies with the
audited financial statements If we become aware of any apparent material misstatements Or Inconsistencies we
consider the implications for our report

Opinion on financial statements
In our opmion the financial statements

. give a true and far view of the state of the company’s affairs as at 31 December 2012 and of 1its profit for
the year then ended,

. have been properly prepared 1n accordance with United Kingdom Generally Accepted Accounting Practice,
and

. have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opiion the information given 1n the Directors’ Report for the financial year for which the financial statements
are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report n respect of the following matters where the Compames Act 2006 requires us to report to
you 1f, in our optnion
. adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us, or
the financial statements are not n agreement with the accounting records and returns, or
certam disclosures of directors’ remuneration specified by law are not made, or
we have not recetved all the information and explanations we requure for our audit

—
T

Darren Longley (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
Crawley, United Kingdom

0\ April 2013




Marlin Financial Services Limited

Profit and loss account
Year ended 31 December 2012

Turnover

Cost of sales

Gross profit

Admimstrative expenses

Operating loss

Interest payable and similar charges

Loss on ordinary activities before taxation
Tax on loss on ordinary activities

Profit/(loss) for the financial year

All the results for the current and prior years derive from continuing operations

Note

10

2012
£

10,202,709

(2,471,630)

2011
£

4,406,675

(1,694,897)

7,731,079

(7,737,730)

2,711,778

(5,938,261)

(6,651)

(13,108)

(3,226,483)

(13,798)

(19,759)

85,909

(3,240,281)

83,054

66,150

(3,157,227)

There are no further recognised gains and losses for the current and preceding financial year other than as stated 1n
the profit and loss account and as a result no statement of total recogmsed gams and losses 1s given

The notes on pages 8 to 14 form part of the financial statements




Marlin Financial Services Limited

Balance sheet
31 December 2012

Fixed assets
Tangible assets

Current assets

Debtors

Cash at bank and in hand - unrestricted
- restricted

Creditors: amounts falling due
within one year

Net current hiabihties

Total assets less current habilities
Provision for habilities

Net habilities

Capital and reserves
Called up share caputal
Share premium

Profit and loss account

Total shareholders’ deficit

The notes on pages 8 to 14 form part of the financial statements

Note

2012
£

494,794

6,784,616

1,878,681
591,330

2,470,011
9,254,627
(10,067,158)
(812,531)
(317,737)
(11,035)
(328,772)
1,001
850,006
(1,179,779)

(328,772)

2011
£

170,184

3,692,444

1,014
1,143,175

1,144,189
4,836,633
(5,995,721)
(1,159,088)

(988,904)
(30,724)
(1,019,628)
1,000
249,600
(1,270,228)

(1,019,628)

These financial statements of Marln Financial Services Limited, registered number 04618038 were approved by the

board of directors and authorised for 1ssue on

They were signed on its behalf by

K Stannard
Director

3 Apnl 2013




Marlin Financial Services Limited

Notes to the financial statements
For the year ended 31 December 2012

1. Accounting policies

The financial statements are prepared in accordance with applicable United Kingdom Generally Accepted
Accounting Practice The particular accounting pelicies adopted are described below and have been applied
consistently throughout the current and preceding financial year

Accounting convention
The financial statements are prepared under the historical cost convention
Going concern

The parent Group ntends to continue its strategy of growth through the acquisiion of portfolios and the
directors have prepared budgets and forecasts, which clude the Company, on this basis These forecasts
indicate that the Group will require additional funding 1n the coming year In this context, the Directors are
currently pursuing a number of different financing options, although these have not yet been finalised
However, the Directors have obtained confirmation from the Group’s major shareholder of their intention to
provide additional funding, either for working capital or other purposes beyond its agreed facihnies, should
this be required The directors have also obtamed confirmation from the Group that it will be wiiling to
provide financial support to the Company 1f required On the basis of these enquiries and the forecasts the
Directors have a reasonable expectation that the Group and the Company have adequate resources to
continue 1 operattonal existence for the foreseeable future

Turnover

Turnover represents invoiced sales of commission services, excluding value added tax all generated n the
UK

Tangible fixed assets

Tangible fixed assets are initially recorded at cost Depreciation 1s provided on cost in equal annual
instalments over the estimated useful lives of the assets The rates of depreciation are as follows

Plant and machinery Straight line over 5 years

Fixtures and fittings Straight line over 7 years

Computer equipment Straight line over 5 years

Computer software Straight line over 3 years
Taxation

Current tax, including UK corporation tax and foreign tax, 1s provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance sheet
date

Deferred taxation 1s provided n full on material timing differences which result n an obhgation at the
balance sheet date to pay more tax, or a right to pay less tax, at a future date, at rates expected to apply when
they crystallise based on current tax rates and law Timing differences arise from the inclusion of items of
income and expenditure in taxation computations in periods different from those in which they are included
in financial statements Deferred tax assets are recognised to the extent that 1t 1s regarded as more likely than
not that they will be recovered Deferred tax assets and habilities are not discounted

Deferred tax 1s recognised n respect of all tming differences that have onginated but not reversed at the
balance sheet date

Leases
Assets obtamned under hire purchase contracts and finance leases are capitahised as tangible assets and

depreciated over their useful ives Obligations under such agreements are included mn creditors net of the
finance charge allocated to future periods The finance element of the rental payment 15 charged to the profit
and loss account so as to produce a constant periodic rate of charge on the net cbligation outstanding m each
period Rentals payable under operating leases are charged agamst ncome on a straight line basis over the

lease term




Marlin Financial Services Limited

Notes to the financial statements
For the year ended 31 December 2012

1. Accounting policies (continued)

Cash flow statement

The Company has taken advantage of the exemption given under FRS 1 (revised) not to produce a cash flow
statement as the Company’s ultimate parent undertaking, Marlin Financial Group Ltd, publishes a

consohdated cash flow statement

Pensions

The company operates a defined contribution pension scheme The amount charged to the profit and loss
account 1n respect of pension costs and other post-retirement benefits 1s the contributions payable in the year
Differences between contributions payable i the year and contributions actually paid are shown as either

accruals or prepayments in the balance sheet

Cash at bank and in hand

The Company 1s responsible for ensuring that all funds n the collections account are distributed 1n accordance
with the relevant servicing agreement These funds have therefore been classified as restnicted Where these
amounts are to be paid over to third party lenders there are corresponding liabilities within other creditors
Where the amounts are due to group companies the creditors have been included within amounts owed to

group undertakings
2. Loss on ordinary activities before taxation:
2012 2011
£ £
Loss on ordinary activities before taxation 1s stated after charging:
Depreciation
Owned assets 128,693 77,122
Leased assets 6,027 6,027
Operating lease rentals — land and buildings 206,442 202,241
Pension costs 98,982 103,933
Directors’ emoluments and other benefits 297,364 -
The auditor’s remuneration was as follows:
Fees payable to the Company’s auditor for the audit of the annual accounts 7,072 8,000

Non-audit fees are disclosed 1n the consohdated accounts of Marlin Financial Group Limited and so are not

disclosed here

There were no prepaid or accrued pension contributions at the year end (2011 — £ml)




Marlin Fuwancial Services Lintited

Notes to the financial statements
For the year ended 31 December 2012

3. Information regarding directors and employees

Directors' remuneration:
Emoluments
Company contributions to money purchase pension schemes

Remuneration of highest paid durector
Emoluments
Company contributions to money purchase pension schemes

Three directors are members of a money purchase scheme (2011 —nil)

Average number of persons employed (including directors):
Admunistration

Staff costs during the year (including directors):
Wages and salaries

Socal security costs

Pension costs

4. Tax on loss on ordinary activities

(a) Tax on loss on ordinary actviftes

Current tax

United Kingdom corporation tax at 24 5% (2011 —26 5%)
based on the loss for the year

Adjustments 1 respect of prior years

Total current tax

Deferred tax
Onigination and reversal of timing differences

Total deferred tax

Tax on loss on ordinary activities

2012 2011
£ £
297,364 -
9,017 -
140,000 -
4,667 -
No. No.
76 64
£ £
2,585,691 1,663,807
262,627 98,154
98,982 103,933
2,947,300 1,865,854
2012 2011
£ £
(66,220) (113,778)
(66,220) (113,778)
(19,689) 30,724
(19,689) 30,724
(85,909) (83,054)




Marlin Financial Services Limited

Notes to the financial statements
For the year ended 31 December 2012

(b)

©

Tax on loss on ordinary activities {(continued)

Factors affecting current tax charge for the year

The tax assessed for the year 1s lower (2011 — higher) than that resulting from applying the standard
rate of corporation tax m the UK 24 5% (2011 — 26 5%) The differences are explained below

2012
£

Loss on ordinary activities before taxation

2011
£

(19,759) (3,420,281)

Tax on loss on ordmary activities at standard rate (4,841)  (858,674)
Effects of
Group rehef surrendered - 850,763
Capital allowances n excess of depreciation - 7,911
Tax losses carried forward 4,841 -
Adjustments 1n respect of prior years (66,220} (113,778)
(66,220  (113,778)
Total actual amount of current tax (66,220)  (113,778)

Factors that may affect future tax charge

The Finance Act 2012, which provides for a reduction in the main rate of corporation tax from 24% to
23% effective from 1 April 2013, was substantively enacted on 3 July 2012 This rate reduction has

been reflected in the calculation of deferred tax at the balance sheet date

The Government mtends to enact future reduction in the main tax rate down to 21% by 1 Apnil 2014
As this tax rate was not substantively enacted at the balance sheet date, the rate reductien 1s not yet
reflected 1n these financial statements in accordance with FRS 21, as it 1s a non-adjusting event

occurring after the reporting peried

We estimate that the future rate change to 21% would further reduce our UK deferred tax liability
recognised at 31 December 2012 from £11,035 to £10,075 The actual impact will be dependent on our

deferred tax position at that time

11




Marlin Financial Services Limited

Notes to the financial statements

For the year ended 31 December 2012

5. Tangable fixed assets

Cost
At | January 2012
Additions

At 31 December 2012
Accumulated depreciation
At 1 January 2012

Charge for the year

At 31 December 2012

Net book value
At 31 December 2012

At 31 December 2011

Plant Fixtures,
and and Computer Computer

machiery fitings equipment Software Total
£ £ £ £ £
78,240 12,871 234,504 154,251 479,866
- 6,232 36,997 416,101 459,330
78,240 19,103 271,501 570,352 939,196
63,582 7,869 175,573 60,658 309,682
5,609 2,435 44,096 82,580 134,720
71,191 10,304 219,669 143,238 444,402
7,049 8,799 51,832 427,114 494,794
12,658 5,002 58,931 93,593 170,184

Computer software includes items with a net book value of £ml (2011 £17,367) which are held under finance

leases

6. Debtors

Trade debtors

Amounts owed by group undertakings
Qther debtors

Prepayments and accrued income
Corporation tax

7. Creditors: amounts falling due within one year

Bank overdrafts

Trade creditors

Net obligations under finance leases
Amounts owed to group undertakings
Other creditors

Other taxes and social securnty
Corporation tax

Accruals and deferred income

2012 2011

£ £

39,805 54,344
6,616,168 3,306,729
22,892 96,563
105,454 234,808
297 -
6,784,616 3,692,444
2012 2011

£ £

- 43,769
1,220,340 1,499,401
. 14,582
6,920,957 2,877,658
441,943 232,175
93,709 46,644

- 66,477
1,390,209 1,215,015
10,067,158 5,995,721

12



Marlin Financial Services Limited

Notes to the financial statements
For the year ended 31 December 2012

8. Provision for habilities

Deferred taxation
At 1 January
Credited / Charged to profit and loss account

At 31 December

9. Called up share capital

Allotted, called up and fully pad:
611 ordmary shares of £1 each (2011 —610)
390 preferred shares of £1 each (2011 - 390)

2012 2011

£ £
30,724 -
(19,689) 30,724
11,035 30,724
2012 2011

£ £

611 610
390 390
1,001 1,000

Both classes of share have equal rights and obhigations to the Company The sole additional right for holders
of preferred shares 1s to receive the return of their capital 1n priority to the Company making any other

distributions or dividend payments

During the year, the company allotted one ordinary share with a nominal value of £1 for a premum of

£600,406

10.  Statement of movements on profit and loss account

Balance at 1 January 2012
Profit for the financial year
Capital contribution

Balance at 31 December 2012

Profit

and loss
account

£

(1,270,228)

66,130
24,299

(1,179,779)

The capital contribution arose as a result of a write off of intercompany debt as part of a group restructure




Marlin Financial Services Limited

Notes to the financial statements
For the year ended 31 December 2012

11. Financial commitments

At 31 December 2012 the company had annual commitments under non-cancellable operating leases as
follows

Land and Land and
butldings buildings

2012 2011
£ £

Leases which expire:
Between two and five years 145,125 145,125

12.  Contingent hiahilities
All debts of the company are secured by a charge over the company held by The Royal Bank of Scotland Ple

13.  Control and ultimate parent company

The ultimate parent company 1s Marlin Financial Group Limuted and the controlling party 1s Duke Street
Holdings Limuted

The immediate parent company 13 Marlin Senior Holdings Limited

14.  Related party transactions

The company has taken advantage of the exemption in Financial Reporting Standard Number 8 from the
requirement to disclose transactions with wholly owned group companies on the grounds that consolidated
financial statements are prepared by a parent company

The smallest group m which the results of the company are consolidated 1s that headed by Marhn Senior
Holdings Limuted and the largest group in which the results of the company are consolidated 1s that headed by
Marlin Financial Group Limited Copies of the financial statements can be obtaned from Companies House,
Crown Way, Cardiff, CF14 3UZ

Set out below 1s a summary of the related party transaction  All such transactions are contracted on an arms

length basis

Number Transaction Related party

1 The company paid professional fees of £76,211 At the balance sheet Duke Street LLP,
date there was no outstanding amount a controlling party




