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Clode Funding Limited
Registered number 5418233
Directors’ Report

The directors present therr report and the audited financial statements of the company for the year
ended 31 March 2011

Principal activities
The company s principal actvity dunng the year 1s that of provision of revolving credit and fixed rate
finance

Review of the business

The company, through its acquisition by Clode Group Limited, successfully completed its re banking
deal on 4 February 2011 and has resulted in Royal Bank of Scotland providing new and increased
revolving credit facihibies of £35millon This has enabled the company to start to go out to the retal
market in order to atiract new retail partners wanuing to offer promotonal pont of sate credi to ther
customers

The company had another year of consolidation resulting n reduced lending volumes and reflecting
the downturn in the economy In addition, the company s previous bankers, Barclays, had also been
reducing the available revolving credit facilites as they wished to exit the facility This restnction on
the amount of funding alongside significant mcreases in the cost of borrowing on 1ts revalving credit
facity dunng this year, has had an adverse impact on the financial results

As part of the investment deal referred to above, the company was sold to a new holding company,
Clode Group Linnted This company has provided £3 Smidhion of loan faciities to enable the re
banking to take place and tms investment also provides the company with sufficient funds to
facihitate the new group s growth plans

Following the sale of the company to Clode Group Limited, the company had to write off a lpan
provided 10 a former group ¢ompany, Clode Retal Finance Ltd, which went into hguidation in
February 2011 and resulted in an exceptional imparment write off of £523,086 in the year

The key financial ighlights are

2011 Turnover £3,710,888 Profil before exceptional tems & tax £49,956
2010 Turnover £4,988,391, Profit before exceptional items & tax £1,478,215
2009 Turnover £4,028 0868 Loss before exceptional tems & tax £1,639,752

The new banking faciites and the new funding provided by the new parent company will enable the
company to take advaniage of any opportunitses which may anse in the future and to grow its market
share n the provision of retait credit The company will continue to apply its ngorous credit policy
and seek to improve collections through the use of an external collections agency This should
ensure profitabihty in 2011/12 and beyond

Results & dividends
The results for the year are setl out on page 7 No intenm dvidend was paid or proposed (2010
£N)l} The directors do not recommend a payment of a final dividend (2010 £l



Clode Funding Limited
Registered number 5418233
Directors’ Report

Principal risks and uncertainties
The company faces a number of business nsks manly due to external factors as below

Financial risk management

The company uses vanous financial instrurments which include loans, cash and various items, such
as trade debtors and trade creditors that anse directly from operations The company's activities
expose It 10 a vanety of Iimancial nsks that include credit nsk, hqudity and interest rate nsk The
directors review and agree policies for managing each of these nsks and they are summarised
below

Credtt nsk

The company has mplemented policies that require appropnate credt checks on potential
customers before advances are made The company seeks to manage its customer credit risk by
utiising bureau information, credit scores and automated decision strategies which have been
developed over many years

Liquidity nsk

The company seeks to manage liquidity nsk by ensunng sufficient funding ts available to meet
foreseeable needs and to invest cash assets safely and profitably ANl cash balances are
immediately accessible All habilities are due within one year The company has re banked on 4
February 2011 which now provides faciliies to 3 February 2014 and has £16midlion of unused facility
at 31 March 2011

Interest rate ngk

The company finances iis operations through a mixture of loans and equity The company has
considered the use of derivalive financial nstruments to manage iIls exposure to interest rate
fluctuations on its borrowings and has implemented an interest rate cap from 4 February 2011 for 18
months to manage this risk

Key performance indicators
The company's strategy 1S 1o continue to grow its market share in the provision of retall credit The
recent performance 1s set out i the key performance indicators below

2011 2010
£'000s £'000s Commentary
Outstanding lcan balances 24,047 34,436 The loan book has reduced in line
{net of provisions) with the requirements to reduce

the sevolving credit faciihes with
the previous bankers and the
background of the economic

downturm
Impatrment charge for credn 1,046 1,114 The charges for credit losses are
lesses {bad debts) In lne with previous year and

reflect the increased loss rates
incurred duning the year as the
loan book has reduced

Net nterest income (interest 1,430 2,881 The increased borrowing costs has
received less interest paid & other resulted n a reducton In net
direct lending costs) interest  return  alongside  the

significant reducton 1n outstanding
loan balances

Earnings before excepltional items 50 1,478 The negative impact of the factors

& tax highlighted above has resulted in a
detenioration n financial
performance




Clode Funding Limited
Registered number 5418233
Directors' Report

Directors
The directors of the company who were in office dunng the year and up to the date of signing the
financial statements were

N J Davies

J R Moms

AW Penman - Appointed 4 February 2011
J M Jarvis  Appointed 4 February 2011

D JMills Resigned 28 June 2010

Political and charntable donations
Curning the year the company made na poliical contributions and no chantable contnibutions

Statemnent of disclosure of iInformation to auditors
In so far as the directors are aware
* there s no relevant audit information of which the company s auditors are unaware, and
» they taken all the steps that they ought to have taken as directors in order to make themselves
aware of any relevant audit information and to establish that the company s auditors are aware
of that information

Third party iIndemnity provisions

The directors of the company have an insurance policy n place to provide them with indemnity
cover This policy was in force duning the financial year and also at the date of approval of the
financial statements

as approved by the board on 20 June 2011 and signed on its behalf by

N J Davies
Director




Clode Funding Limited
Statement of Directors’ Responsibilities

The directors are responsible for preparing the directors report and the financiat 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 accerdance with United
Kingdom Generally Accepted Accounting Practice {United Kingdom Accountng 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 farr view of the state of affars of the company and of the
profit or loss of the company for that perod In prepanng these financial statements, the directors
are required to

« select sutable accounting policies and then apply them consistently,
+ make Judgements and accounting estimates that are reasonable and prudent,

« state whether apphcable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explaned in the financial statements,

« prepare the financial statements on the going concern basis unless it 15 inappropnate 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 ume the
financial posiion of the company and enable them to ensure that the financial statements comply
with the Companies Act 2008 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
irregulanties




Clode Funding Limited
Independent auditors’ report
to the members of Clode Funding Limited

We have audited the financial statements of Clode Funding Limited {or the year ended 31 March 2011 which compnse the Profit
and Loss Account, the Balance Sheet and the related notes The financial reporting framework that has been applied in ther
preparation 15 applicable law and Urited Kingdom Accounting Standards (Umited Kingdom Generally Accepted Accounting
Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 5, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view Our responstbility 15 to audit
and express an opinton on the financial statements in accordance with applicable law and Internatronal Standards on Auditing
(UK and Irefand) Those standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

This report, including opinions, has been prepared for and anly for the company’s members, as a body, in accordance with
Chapter 3 of Pan 18 of the Companies Act 2006 and for no other purpose We do not, in giving these opinions, accept or
assume responsibility for any cther purpoese or to any other person to whom this report 1s shown or into whose hands it may
come save where expressly agreed by our pnor consent in writing

Scope of the audit

An audit involves oblaiming evidence about the amounts and disclosures i the financial staterments sufficient to give reasonable
assurance (hat the financial statements are free from matenal misstatement, whether caused by fraud or error This includes an
assessment of whether the accounting policies are appropnate to the company's crcumstances and have been consistently
apphed and adequalely 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-finangial Information in the financial
statements to identfy matenal inconsistencies with the audited financial statements If we become aware of any apparent
misstatements or Inconsistencies we consider the implications for our report

Opinion on the financial statements
In our opimon the financial statements

e give atrue and fair view of the state of the company’s alfars as at 31 March 2011 and of its loss for the year then ended,

s have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and
e have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matters prascnbed by the Companies Act 2006

In our opimion the information given in 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 in respect of the following matters where the Companies Act 2006 requires Us to report 1o you If, in
our opinion

= adequate accounting records have not been kept, or returns adequate for gur 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’ remuneration specihed by law are not made, or

» we have not received all the mnformation and explanations we requtre for our audi

avm

Kevin Willlams (Semor Statutory Auditor)

For and on behalt of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Cardift

20 June 2011




Clode Funding Limited
Profit and Loss Account
for the year ended 31 March 2011

Re-analysed

Notes 201 2010

£ £

Interest Income 2 3,710,888 4,988,331
Interest expense & Other Direct Lending Costs {2,281,140) (2,097,223)
Net Interest Receivable 1,429,749 2,891,168
Impairment charge for credit losses (1,046,218) {1,113,980)
Admiristrative expenses before exceptional items (333.575) {298,973)
Exceptional tems 4 {523,086) -
Administrative expenses (856,661) {298,973)
Operating {loss)profit 3 (473,130) 1,478,215
(Loss)/profit on ordinary activities before taxation (473,130) 1,478,215
Tax on {loss)/profit on ordinary activities 5 17,036 (268,002}
(Loss)/profit for the financial year (456,094) 1,210,213

Continuing operations
None of the company's activities were acquired or discontinued during the above two financial years

Statement of total recognised gamns and losses

The company has no recognised gains or losses other than the (loss)/profit for the above two
financial years

Statement of historical costs and losses
There are no material difierences between the {loss)/profit on ordinary activities before taxation and
the retamed (loss)/profit for the year stated above and the histonical cost equivalents

Re-analysed comparatives

The results for the year ended 31 March 2010 have been re-analysed to better ahgn the
presentation with that adopted by similar retail lending businesses There are no changes to the
operating profit and profit for the financial year - See note 2

The notes on pages 9 to 15 form an integral part of the fmancial statements




Clode Funding Limited
Registered number
Balance Sheet

as at 31 March 2011

Fixed assets
Tangible assets

Current assets

Debtors
Cash at bank and in hand

Creditors amounts falling due
within one year

Net current assets

Total assets less current

liablities

Creditors amounts falling due
after more than one year

Net assets
Capital and reserves

Called up share capital
Prcfit and loss account

Shareholders’ funds

The

N J Davies
Director

Notes

1"
12

13

5418233
2011
£
21,007
24,208,946
575,821
24,784,767
(20,771,312)
4,013,455
4,034,462
{3,467,739)
566,723
1
566,722
566,723

2010

34,556,412

34,556,412

(33,533,595)

1,022,817

1,022,817

1,022,817

1
1,022,816

1,022,817

5 on pages 9 to 15 form an integral part of the financial statements

he financtl statements on pages 7 to 15 were approved by the Board and authorsed for 1ssue on




Clode Funding Limited
Notes to the Accounts
for the year ended 31 March 2011

1

Accounting policies

Basis of preparation

The accounts are prepared on the going concern basis under the hustoncal cost convention and In
accordance with Comparues Act 2006 and applicable United Kingdom Accounting Standards (UK
Generally Accepted Accounting Practice}, which have been appled consistently {except as
otherwise stated)

Cash flow stataments

The company has taken advantage of the exemption in Financiat Reporting Standard No 1 {revised
1996} irom the requirement to produce a cash flow statement on the grounds that it 1s a small
company

Interest Income

Turnover represents interest receivable on credit instalment agreements Interest is recognised in
raspect of "interest free” pencds including that on the buy now pay later product, to the exient that
It 15 expected that the customer will incur interest charges relating to this “Interest free” penod

Unearned finance charges are carried in the balance sheet as a deduction from loans and
advances Finance charges are recognised as income over the term of the agreement in
proportion to the capital amount outstanding

Subsidy payments received from retailers in respect of buy now pay later products or interest free
period products, are spread over the expected life of the loan, including any interest free penod to
present an effective return on a level yield basis for all agreements

The direct costs incurred in generating each financing agreement at its inception, are spread over
the term of the loans

Tangible fixed assets & depreciation

Tangble fixed assets are initially recarded at cost, which represents the purchase pnce pius any
inctdental costs of acquisiion Deprectation ts provided on all tangble fixed assets at rates
calculated to wnte off the cost, less estimated residual value, of each asset evenly over its
expected usefu! life, as follows

Computer & office equipment over 3-4 years

Deferred taxation

Gurrent tax 1s provided at amounts expected to be paid using the tax rates and laws that have
been enacted or substantially enacted at the balance sheet date

Deferred tax 1s recognised in respect of all hming differences that have oniginated but not reversed
at the balance sheet date where the transaction or events that result in an obligation to pay more
tax i the future or a nght to pay less tax in the future have occurred at the balance sheet date
Tim:ng differences are differences between the company s taxable profis and its results stated in
the financial statements that anse from the inclusion of gains and losses 0 tax assessments inthe
year different to those recogmised in the financial statements Deferred tax assels are recognised
only when regarded as recoverable, and therefore recogmsed only when, on the bases of all
avallable evidence, it can be regarded as more likely than not that there will be suitable taxable
profits from which the future reversal of the underlying timing difference can be deducted Defered
tax balances are not discounted




Clode Funding Limited
Notes to the Accounts
for the year ended 31 March 2011

Impairment of loan book

The company has a systematic provision methodology for recogrising the imparrment on the loan
boek The methodology takes into account a number of factors including, in particular the histonc
collections experience This methedology 1s supplemented with manual intervention for loans
where the known value of impairment 1s in excess of the systematic prowvision

The company reviews this provision methodology regularly as part of s management of the loan
book to ensure that 's prevision 1s appropnate in the context of most recent trends

Re-analysed
Analysis of tumover 2011 2010
£ £
By actwity
Retail credt 3,710,889 4,988,391
By geographical market
UK 3,710,889 4,988 391

The results for the year ended 31 March 2010 have been re analysed lo better algn the
presentation with that adopted by similar retail lending businesses As a result interest earned has
increased by £786,313, interest expenses & other direct lending ¢osts have increased by £946,313
and administratwe expenses have reduced by £160,000 There has been no change 1o the
operating profit and profit for the financial year to 31 March 2010

Re-analysed
Operating (loss)profit 2011 2010
£ £
This is stated after charging
Depraciation of owned fixed assets 14,918 -
Interest payable 1,435,695 972,446
Credit checking & search fees 178,367 262,467
Collechon costs 622,995 790,351
Dealer disputes & customer refunds 44,083 71,959

All director & staif costs along with auditor remuneration are incurred by a fellow subsidary
company

Exceptional items 2011 2010
£ £
Loss on wnte off of former group company loan (5283,086) -

10




Clode Funding Limited
Notes to the Accounts
for the year ended 31 March 2011

5

Taxahion on {loss)/profit on ordinary activities 201 2010

Analysis of (credit)icharge in period
Deferred tax
Onigination and reversal of tming differences {17.036) 268,002

Tax an (loss)/profit on ordinary activities - deferred tax (17 036) 268,002

There 15 no current tax charge for the year

Factors atfecling tax charge for period
The differances between the current tax assessed for the penod and the standard rate of
corporation tax are explained as follows

2011 2010
£ £
{Loss)/profit on ordinary activities befere tax (473,130) 1,478 215
Standard rate of corporation tax in the UK 28% 28%
£ £
Profit on ordinary actwities multiphed by the standard rate of
corporation tax (132,476) 413,900
Effects of
Group relief tof{from) other group companies 109,547 (145,898)
Capital allowances for pernod In excess of depreciation (10,059) -
Unutiksed tax losses 32,988 {268,002)

Current tax charge for penod - .

Factors that may affect future tax charges

In addition to the changes in rates of Corporation tax disclosed abova a number of further changes
fo the UK Corporation tax system were announced m the March 2011 UK Budge! Statement
Legisiation {0 reduce the man rate of corporaton tax from 26% to 25% from 1 Apal 2012 s
expected to be included in the Finance Act 2011 Further reductions to the main rate are proposed
to reduce the rate by 1% per annum to 23% by 1 Apnl 2014 These further changes had neot been
substaniively enacled at the balance sheet date and, therefore, are not included in these financial
statemenis

The effect of the changes expecied to be enacted in the Finance Act 2011 have already been
taken into account in the deferred tax asset provided at the balance sheet date with the reduction
1in the corperation tax rate from 28 per cent to 26 per cent with effect from 1 Apnil 2011

The proposed reductions of the main rate of corporation tax by 1% per year to 23% by 1 Apnl 2014
are expected to be enacted separately each year The overall effect of the further changes from
26% to 23%, If these applied 1o the deferred tax balance at the balance sheet date, would be to
reduce the deferred tax asset by an additional £15,104




Clode Funding Limited
Notes to the Accounts
for the year ended 31 March 2011

6 Tangible fixed assets

Computer &
office
equipment
Cost
Additions 35,925
At 31 March 2011 35,925
Depreciation
Charge for the year __ 14918
At 31 March 2011 14,918
Net hook value
At 31 March 2011 21,007
7 Debtors 2011 2010
£ £
Loans & advances to customers 24,047,161 34,435,843
Prepayments and actrued income 30,888 6,708
Deferrad tax asset - Note 9 130,897 113,861

24,208,946 34,556.412

Amgounts due after more than one year included in
Loans & advances o customers 5,201,848 10,145,451

Unearned finance charges of £1,952,658 (2010 £8,572,821) and deferred subsidy of £695,014
(2010 £588,538) are netted off against loans and advances to customers

8 Creditors amounts falling due within one year 2011 2010
£ £

Bank loans and overdrafis - secured 19,688,005 32,711,335
Trade creditors 629,520 409,133
Amounts owead 10 group undertakings 327,004 58,835
Other taxes and socral secunty cosls 1,079 -
Other creditors 4,244 161,981
Accruals and deferred income 121,460 192,311

20771,312 33,533,585

The bank loans & averdrafts relate to a revolving credd faciity provided by Royal Bank of Scotland
plc which 1s secured by means of a charge over all of the group's assets RBS is also the
benefitiary of a keyman insurance policy n respect of 2 directors, N J Davies & J R Moms
Interest 1s charged on the revolving credit facility at 3 25% cver BBA 1-month LIBOR

12



Clode Funding Limited
Notes to the Accounts
for the year ended 31 March 2011

9

1

12

13

Creditors amounts falling due after one year 2011 2010
£ £
Amaunts owed to group underiakings 3.467.739 -
The amount due to group undertakings after more than 1 year has a redemption date of 31
January 2015 It incurs interest at a rate of 10% per annum, half of which s paid on 31 July and 31
January each year and the remaining half i1s rolled up into the account balance At 31 March 2011,
£26,241 of interest was included with the amount due after more than 1 year and £26,241 was
included with amounts due to group undertakings within 1 year
Deferred taxation 2011 2010
£ £
Accelerated capital allowances 5,462 -
Tax losses carned forward {136,359) (113 861}
Unaiscounted asset for deferred tax {130,897) {113,861}
2011 2010
€ £
At 1 April {113,861) (381,863)
Deferred tax (cradity/charge in profit and loss account (17,038) 268,002
At 31 Mareh (130,897) {113.861)

The balance at 31 March 2011 18 expected to be recovered within 12 months The recoverability of
the deferred tax asset 1s dependent on future taxable profits i excess of those ansing from the

reversal of deferred tax hablities

Share capual Nominal 2011
value Number

Allotted, called up and fully paid

Ordinary shares £1 each 1

Profit and toss account

At 1 Aprit 2010
Loss for the financial year

At 31 March 2011

Reconciliation of movement in shareholders’ funds

At 1 April
({Loss)/profit for the financial year

At 31 March

2011 2010
£ £
1 1
201
£
1,022,816
{456,094}
566 722
2011 2010
£ £
1,022,817 (187,396)
(456,0094) 1,210,213
566,723 1,022,817




Clode Funding Limited
Notes to the Accounts
for the year ended 31 March 2011

14

t5

Contingent liabiftties

There are no capital commitments at 31 March 2011 (2010 - £Nil)

The company has provided a cross corporate charge to the Group's bankers in respect of all bank
borrowings by group companies Such bank borrowings are also secured by a secunty agreement
compnsing of fixed and floating charges over all the assels of the Group compames At the
balance shee! date, the amount cutstanding in respect of these charges was £19,688,005

There are ne other contingent assets or habilities at 31 March 2011 (2010 - £Nil}

Related party transactions

Clode Group Limited

Parent company

Clode Group Limited has provided the company with an inter-
group loan facility of up to £3 Smillion since its acquisition on 4
February 2011 The loan carres interest at 10% per annum
payable half yearly on 1 August & 1 February each year

Amount due from/(to) the refated pany

V-12 Holdings Limited

Fellow subsidiary company

V-12 Holdings Limited brokers new loan business to the
company and also provides loan book management & collection
sarvices Dunng the year, V-12 Haotdings charged the company
£1,287,884 as financial intermediary charges/commission for the
new loans brokered and charged collection costs of £619,612 for
s loan book management & collection services

Amount due from (10) the related party

Clode Retail Finance Limited in iquidation

Former fellow subsidiary company prior to the acquisiion of this
company by Clode Group Lid

Clode Retal Finance Limited was part of another group of
companies headed up by Blue Neptune Limited and this group
sold its 100% nterest in Clode Funding Limited on 4 February
2011 Clode Retal Finance Limited had provided loan book
management & collection services up to 31 March 2010 and was
owed £58,835 at 31 March 2010 During the penod to 4 February
2011, Clode Funding had repad the balance due of £58,835 and
had also provided loan funding to Clode Retad Finance Limrted of
£523,086 and with the msolvent kgquidation of Clode Retail
Finance Limited in February 2011, the entire balance due was
waniten off by Clode Funding

Amount due from/(to} the refated party
Amounts wntten off in the penod

14

2011 2010
£ £
(3,493,980 -
(300,763) - !
- (58.835)
523,086 -
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Notes to the Accounts
for the year ended 31 March 2011

16

DMA Finance Limited

A company with commaon directors

Duning the year, the company has sold certain loans to DMA
Finance Lid, a company with common directors The loans sold
compnsed of impared accounts which had a carrying value of
£78,676 (2010 £96,394} The loan book was sold for £78,676
{2010 £96,394)

In addition, DMA Finance had prowided loan funding to the
company and the batance of £161,981 from 31 March 2010 was
repard dunng the year The loan incurred interest of £3,652
(2010 £101}

Tha company receives repayments for some customer loans
sold to DMA Finance and it remits these amounts in the month
following receipt At 31 March, there was a balance due to DMA
Finance of £231 which was repaid in Apni 2011

Amount due from/(lo) the retated party

Cogvale Management Services Lid

Common director

Dunng the year, the company has incurred expendifure of
£72,402 in relation to the provision of credit management &
consultancy services from Cogvale Management Services Ltd, a
company under the control of Nicholas Dawvies There was no
balance outstanding at 31 March 2011

JFM Growing Business Solutions Ltd

Common director

Dunng the year, the company has incurred expenditure of
£57,487 n relation to the provision of accounting, business
consultancy & taxatien services from JFM Growing Business
Solutions Ltd, a company in which Jeremy Morns 1s a director
Thare was no balance outstanding at 31 March 2011

Ulhmate controliing party

Until 4 February 2011, the immediate parent company was Red Neptune Limited On 4 February
2011 the company's entre share capital was acquired by Clode Group Limited, a company

registered in England & Wales

The ultimate controlling partes of Clode Group Limited are the directors by wvirtue of therr
shareholdings Clode Group Limited 15 the parent undertaking of the smallest and largest group of

undertakings te consolidate these financial statements

The consalidated financial statemsnts of Clode Group Lumited can be obtamned from Unit 20,

Neptune Court, Vanguard Way, Cardiff CF24 5PJ

15

(231}

{161,981)



