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Directors’ report
The directors present their directors report and financial statements for the year ended 30 Apnl 2007
Principal activittes

The principal activity of the business consists ot the purchase and collection of unpaid consumer credit debts
erther directly from the borrower or on behalf of Banks Building Societies Fmance Houses and Crednt Card
Companies

Business review
2006/7 was a key year for the Group as it continues to expand 1ts operatons
« £33 9m was spent on acquiring debt a huge increase on previous years

s ECI a Trace & Collect boutique operation was acquired increasing the company’s ability to
trace debtors

» Internal processes and procedures were matenally enbanced (o further improve debt purchase
due diligence activities

During the year we experienced exceptional growth in our debt purchase income and the value of purchased
debt accounts owned

The value of purchased debt owned increased by 172% as the company focused on expanding the debt
purchase element of the business

A number of forward flow contracts operated duning the vear and were supported by judicious spot
opportumties ¢ 70% of the debt portfolio impairment charge relates to one portfolio acquisitron  this
forward flow contract was not renewed

The increase n commussion eamed 1s due to the net eifect of the loss of a matenial contingency client (that
changed its strategy from primarily unlsing Debt Collection Agency services to pnmanly selling its
delinquent debt) and the gain of income following the acquisition of LCI

The Dhrectors have continued with the hybnd strategy of offering solutions for contingency collections and
debt purchase This enhances existing excellent relations with current clients and increases the opportunity
to develop new relationships as we are able to provide a tull suite of collection services

Key Performance Indicators

£'milhon £million
Key performance indicator 2007 (8 mths ) 2006
IFRS Interest Income ' 134 49
Value of purchased debt accounts owned * 3591 1318
Commassion Earned * 43 26
Value of contingent accounts under management * 2816 2422

Notes to Key Performance Indicators

| IFRS nterest wcome = the effective interest earned on collecttons from debtors whose balances we have
purchased

2 Value of purchased debt accounts owned = the aggregate face value of all debtors balances that have been
purchased by us and outstanding for collections activities at that point in ime

3 Commussion earned = commuissions paid o us, by our clients for the collection of their debtors’
outstanding balances The commssion rate varntes on a client by client basis and on the nature of the debt
placed The commussion earned 1s calculated as a percentage of the total collections from debtors achieved
by us on behalf of each client

4 Value of contingent accounts under management = the aggregate face value of all debtors’ balances placed
with us for management and outstanding for collections activities by all clients at that point in time




The strength of our contingent collections operation allows us not only to create new relationships with
major debt sellers, but to purchase debt directly from the contingent environment

Equidebt aims to increase shareholder value through the growth 1n and development of future cashfiows
ansing from the purchase of debt portfolios and by providing an mfrastructure and an environment
conducive o providing opportumities to purchase debt and to effectively rehabilitate debtor’s accounts on
purchased debt

Principal nsks and uncertainties facing the company

During 2006/7 the debt purchase market continued to grow with more of the UK’s major creditors etther
entering the debt sale market for the first ume or increasing the value of debt being made available for sale

[he group entered into a number of forward flow contracts in the year and also availed of good spot
oppertuntties mitigating risk by a) spreading purchases over a selection of sellers and b) improving
documenting and externally validating the company s due diltgence processes

Purchase prices have levelled off and the company does not anticipate pnices to rnise over the foreseeable
future

The contingency collection market 15 competitive with the group participating on creditor panels for
different allocations of different types of debt  The pool of clients was increased dunng the year with the
acqussiton of EC1 a Trace & Collection business acquuired as a part of a pre-packaged adminstration  The
company's largest Debt Collection Agency client changed its strategy during the year converting from a
ereditor utihising primarily Debt Collection Agencies to optimise collections to a creditor that pnmanly sells
its delinquent debt In this market the key nsks are 1) lost or reduced panel allocattons as a result of
performance u) creditors choosing to sell debt earlier in their charge-officollections cycle and i) chents
withdrawing portfolios of debt for strategic reasons [he Group manages these risks predommantly by
investing 1n collections systems, management information quahty staff and training

Fmancaial mstruments

The group’s operations expose 1t to a vanety of financial risks including the effects of changes n interest
rates on debt and hquidity risk

The group does not have material exposures in any of the areas wdentified above and consequently does not
use dervative instruments to manage these exposures

The group’s principal financial nstruments comprise sterling cash and bank deposits bank loans and
overdrafis other loans and obligations under finance leases together with trade debtors and trade creditors
that arise directly from its operations

Purchased debt represents portfohios of debts purchased at prices below the nominal value of the debis

Reporting follows the effective interest method where the book value of each portfolio corresponds to the
present value of all forecast future cash flows discounted by an effective interest rate (EIR) determined on
the date the portfolio was acquired Changes in the book value of portfolios anse where cashflows
achieved, vary to those onginally forecast !hese adjustments are recognised in the incoeme statement on
the interest and similar mcome line wath the exception of movements ansing because of impairment and
reversals of impairment which are shown separately in the income statement




[ he main risks ansing from the group’s financial mstruments can be analysed as follows

Credit risk

The group s principal financial assets are purchased debt debtor balances bank balances cash and trade
debiors which represent the company's maximum exposure {o credit nsk in relation to financial assets

The group’s credit nsk 1s primarily attributable to 1ts purchased debt debtor balances This 1s managed in
appropniately pricing the portfolios of debt for purchase by rehabilitating a percentage of the debtors
balances purchased into paymng accounts and by continuously momtoring those debtor accounts The
amounts preserited In the balance sheet represent the acquisition cost to the Group in purchasing the
portfolios of debt subscquently reduced by amorusation charges Regular impawment reviews are
undertaken to ensure forecast future cashflows ansing from the owned portfolios are sufficient to support the
outstanding net book value of the purchased debt portfolios and to support the current amortisation policy
This 15 regularly reviewed by management as are the changes in the current economic and regulatory
envirenments and the impact these may have on current and future cashflows

The credit risk on trade debtors 1s managed by monitoring the aggregate amount and duration of exposure to
any one client who on the whole are financial institutions with high credit-ratings assigned by international
credit-rating agencies  The amounts presented in the balance sheet are net of allowances for doubtful debts
estimated by the group’s management based on prior experience and their assessment of the curremt
eConomic environment

The credit nsk on hquid funds ts hmited because the counterparties are banks with high credit-ratings
assigned by mternational credut-rating agencies

Liguehty risk

The Group’s policy has been to ensure contsnuity of funding through the generation of cashflows from the
rehabilitation of purchased debtors’ balances and arranging funding for the purchase of debt portfolios via
medwm-term revolving credit facihtics

Cash flow mterest rate risks

Interest bearing assets comprise cash and bank deposits all of which eam interest at a fixed rate  The
mterest rate on the revelving credit facility 15 at senior lending rates and the group s policy 15 to keep the
faciliy within defined limits such that the nisk that could arise from a significant change 1 interest rates
would not have a material impact on cash flows The directors monitor the overall level of borrowings and
nterest costs to hmit any adverse effects on the financial performance of the company

Environment

The group’s aspirations to protect the environment and minimise the amount of natural resources 1t uses 1s
supported by the commitment to

¢ Comply with all relevant environmental legislation regulations and approved codes of
practice

«  Protect the environment by striving to prevent and mimimise our contribution to pollution of
land air and water

»  Seek to keep wastage to a mmumum and maximise the efficient use of matenals and
resources

s Manage and dispose of all waste in a responstble manner
+  Provide relevant tramning and guidance for all staff

« Develop our management processes to ensure that environmental factors are considered
during planning and implementation

«  Momnitor and continuously improve our environmental performance
The pohicy statement will be regularly reviewed and updated as necessary
Proposed dividend

The directors do not recommend the payment of a dividend




Directors and directors’ interests

The directors who held office during the year were as follows

W Mulligan appotnted 23 May 2006
P Moaore

P Wilding

R Scott

3 Johnson

J Mostewicz

T he directors who held office at the end of the financial year had the following interests in the shares of
group compantes according to the register of directors’ interests
Interest at

Class of share Interest start of

(shares of 0 0001p at end of vear or date

Company each) vear of appointment
W Mulligan Equidebt Holdings Limuted C Ordinany 200 000 200 000
P Moore Equidebt Holdings Limited C’ Ordinary 100 000 100 ¢00
P Wilding Cquidebt Holdings Limmted B’ Ordinary 108,000 108 000
R Scott Equidebt Holdings Limited B Ordinany 846 000 846 000

D E Johnson, as a hmited partner n the Royal Londen Private Equity SBS Fund which holds 'A' ordinary
shares has a beneficial interest 1n the 'A' Ordinary shares

There have been no other changes 1n the shareholdings of the directors since the period end

According to the register of directors’ interests, no nights to subscribe for shares in group companies were
granted to any of the directors or their immediate families or exercised by them dunng the financial
year

The directors benefit from certain indemnity insurances / provisions entered nto by the Company These
mclude Professional indemnity and directors and officers insurances

Employees

The quahty and ongoing commitment of our staff al both Wellesbourne and Surbiton have played a
major role in the business’s success to date 1 he willingness to strive for improvements 1s supported by a
solid in-house training function

During the year each employec was 1ssued with 2 lrainmng Passport m which they could record all
training that they had partaken in

In early 2007 a Quality Assurance System was introduced  All calls are recorded and collectors undergo
regular front-hne management review of a proportion of their calls each month for traming and
comphance purposes

IPO abortive costs

In the first half of 2007 the Company embarked on a strategy to liston A I M m June 2007 The board
decided to abort the listing process in June and IPO abortive costs of £414 300 have been reported m
these financial statements A further £487 000 which was mcurred post year end will be reported in the
financial statements for the year ended 30 April 2008




Chantable donations

The following charitable donations were made during the year
Consumer Credit Counselling Service £10 500

SPACE £ 250
Disclosure of information to auditors

The directors who held office at the date of approval of this directors’ report confirm that, so far as they
are each aware there is no relevant audit information of which the company ’s auditors are unaware and
each director has taken all the steps that they cught to have 1aken as a director to make themself aware of
any relevant audit information and to establish that the company’s auditors are aware of that information

Auditors

In accordance with Section 384 of the Companies Act 1985 a resolution for the appointment of KPMG
Audit Ple as auditors of the company 15 to be proposed at the forthcoming Annual General Meeting

By order of the board

P Moore Equity House
Director Ettington Road
Wellesbourne

Warwickshire

CV359GA

21% December 2007




Statement of directors’ responsibilities in respect of the directors’ report
and the financial statements

The directors are responsible for prepanng the Directors Report and the financial statements n
accordance with applicable law and regulations

Company law requires the directors to prepare group and parent company financial statements for each
financial year Under that law they have elected to prepare both the group and the parent company
financial statements 1n accordance with ITRSs as adopted by the EU and applicable laws

The group and parent company financial statements are required by law and 1FRSs as adopted by the EU
10 present fairly the financial position of the group and the parent company and the performance for that
period the Companies Act 1985 provides n relation to such financial statements that references in the
relevant part of that Act to financial statements giving a true and fair view are references 1o therr
achieving a fair presentation

In preparing each of the group and parent company financial statements the directors are required to

. select suitable accounting policies and then apply them consistently,

. make Judgments and estumates that are reasonable and prudent

. state whether they have been prepared 1n accordance with IFRSs as adopted by the £U, and

. prepare the financial statements on the going concern basis unless it 1s mappropriate o presume

that the group and the parent company will continue in busincss

The directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the parent company and enable them to ensure that s
financial statements comply with the Compames Act 1985 They have a general responsibiiity for taking
such steps as are reasonably open to them to safeguard the assets of the group and to prevent and detect
fraud and other 1regulartties




KPMG Audit Plc

2 Cornwail Street
Birrmingham
B320L

United Kingdom

Report of the independent auditors to the members of Equidebt Holdings
Limited

We have audited the group and parent company financial statements (the financial statements ) of
Equdebt Holdings Limuted for the year ended 30 Apnl 2007 which compnise the Consohdated Income
Statement the Consclidated and parent company Balance Sheets the Consolidated and parent company
Cash Flow Statement the Consohdated and parent company Statements of Recognised Income and
Cxpense and the related notes These financial statements have been prepared under the accounting
policies set out theremn

Thts report 1s made solely to the company’s members as a body 1n accordance with section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we mught state to the company s
members those matters we are required 1o state to them 1n 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 opmions
we have formed

Respective responsibilities of directors and auditors

The dwectors’ responsibilities for prepaning the Directors’ Report and the financial statements in
accordance with applicable law and International Financial Reporting Standards (IFRSs) as adopted by
the EU are set out in the Statement of Directors Responsibilities on page 6

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ircland)

We report to you our opinion as 1o whether the financial statements give a true and fair view and are
properly prepared in accordance with the Companies Act 1985 We also report to you whether in our
opinton the information given in the Directors Report 1s consistent with the financial statements

In addition we report to you 1f 1n our opinton the company has not kept proper accounting records 1f we
have not recerved all the information and explanations we require for our audit or 1f information specified
by law regarding directors’ remuncration and other transactions 1s not disclosed

We read the Directors Report and consider the implications for our report if we become aware of any
apparent misstatements within 1t

Basis of audit opinion

We conducted our audit 1n accordance with Intemnational Standards on Auditing (UK and Ireland) 1ssued
by the Auditing Practices Board An audit includes examination on a test basis of evidence relevant to
the amounts and disclosures 1n the financial statements It also includes an assessment of the sigmificant
estimates and judgments made by the directors in the preparation of the financial statements and of
whether the accounung pohcies are appropriate to the group s and company s circumstances consistently
applied and adequately disclosed

We planned and performed our audit so as to obtan all the information and explanations which we
considered necessary m order o previde us with sufficient evidence to give reasonable assurance that the
financial statements are free from material misstatement whether caused by fraud or other irregulanty or
error In forming our opinion we also evaluated the overall adequacy of the presentation of information
i the financial statements




Report of the independent auditors to the members of Equidebt Holdings
Limited (continued)

Opinion
In our opinion

+ the group financial statements give a true and fair view n accordance with IFRSs as adopted by
the EU, of the state of the group’s affairs as at 30 April 2007 and of 1its profit for the year then
ended

®  the parent company financial statements give a true and fair view 1n accordance with IFRSs as
adopted by the EU as applied 1o accordance with the provisions of the Compamies Act 1985 of
the state of the parent company’s affairs as at 30 Aprl 2007

» the financial statements have been properly prepared in accordance with the Compames Act
1985 and

*  the mformation given 1n the Directors’ Report 1s consistent with the financial statements
Z
/ A‘-’ /
gl -
/

KPMG Audit Ple 21* December 2007
Chartered Accountunts
Registered Auditor




Equidebt Holdings Laimited

Consolidated Income Statement
For the year ended 30 April 2007

Interest and similar income
Interest expense and similar charges

“et interest income

Fees and commuission income

Net total income

Operating expenses - 0ngoing
- exceptional charge TPO abortive costs

Impatrment losses on loans and receivables

Profit/(loss) before income tax

Income tax credit/{expense)

Profit/(loss) for the period attributable to equite
shareholders

Year ended 8 months ended

Note 30 Apnil 2007 30 April 2006
£000 £000

2 13,564 2 4,973 5

3 (4,551 1} (1,995 0)
50131 297838

4 5,5016 38821
14,514 7 6,860 6

567 (11,002 6) 6,173 7)
25 (414 3) -

I (11,416 9 6173 7)
(2,757 6) (1668 7)

3402 (981 8)

8 3126 (133 8)
6528 (1,1156)

All the Group’s activities during the above periods relate to continuing operations

The notes on pages 13 to 45 form part of these accounts




Equidebt Holdings Limited

Statements of Recognised Income and Expense
For the year ended 30 Apnil 2007

Note

Deferred tax recognised 13
directly in equity
Profit/(loss} tor the period

Total recogmsed income and
expense

Group
Year ended
30 Apnl 2007

£000

652 8

6528

Group
8 months ended
30 Apnl 2006

Company
Year ended
30 April 2007

£000 £000
1818 -
(11156) (1274 7)
(933 8) (1,247

Company
8 months ended
30 Aprid 2006

£000

(743 8)

(743 8)

The notes on pages 13 to 45 form part of these accounts




Equidebt Holdings Limited

Balance Sheets

At 30 April 2007
Group Group Company Company
30 Apnil 30 Apnil 30 April 30 April
Note 2007 2006 2007 2006
£000 £000 £000 £000
ASSETS
Cash and cash equivalents 4,582 3 3,0029 831 665
Loans and receivables — purchased debt g 48,3611 19,236 5 - -
Other assets 14 27931 3,0163 59745 9337
Property, plant and equipment 1 4815 407 2 - -
Investments 11 subsidiaries IE - - 19,798 5 19,798 5
Intangible assets 12 17,124 1 16,610 5 - -
Corporation Tax recoverable - - 98 -
Deferred tax assets 13 7662 - 6987 -
Total assets 74,108 3 42,273 4 26,564 6 20,8187
LIABILITIES
Loans and borrowings 16 42,7866 20,3524 3,0000 3,0000
Loan notcs I7 16,504 8 99852 16 504 8 00852
Current tax habilitics 6606 2166 - -
Deferred tax habilities 13 8557 1,058 5 - -
Trade and other payables 18 4,9910 31689 4877 1517
Total habilities 65,798 7 347816 19,992 5 13,136 9
EQUITY
Called up share capttal 19 02 02 02 02
Share premium 19 8,590 4 84254 8,590 4 84254
Retamed earmings 19 (2810) (9338) (20183 (7143 8)
Total equity attributable to equity 83096 74918 6,572 1 76818
shareholders
Total eqmitv and habihties 74,108 3 422734 26,564 6 20,8187

The notes on pages 13 to 45 form part of these accounts

These financial statements were approved by the board of directors on 21% December 2007

and were signed on 1ts behalf by 2

W Mulligan P Moore
Director Director




Equidebt Holdings Limited

Cash Flow Statements

For the year ended 30 April 2007

Cash flows from operating activities
Profit before tax

Adjustments to reconcile profit before

tax to net cash flows from operating
activities

Net interest income

Interest recerved

Interest paid

Depreciation of property, plant and
equipment

Amortisatton of intangible assets
Amortisation of arrangement costs
Impairment of loans and receivables
Acquisition of loans and recetvables
{Decrease)/increase (n other assets
Increase in amounts due to banks
Increase 1n other liabilities

Tax paid

Net cash flows from operating
activities

Investing activities

Proceeds from sale of property, plant
and equipment

Purchase cost of property, plant and
equipment and intangible assets
Acquisition of subsidiary, net of cash
acquired

Net cash flows used in investing
actviies

Financing activities

Proceeds from 1ssue of shares
Transaction costs of 1ssue of shares
Repayment of capital element of hire
purchase contract

Proceeds from 1ssue of loan notes

Net cash flows used in financing
activities

Net increase 1n cash and cash
equn alent

Cash and cash equivalent as at 31
August/] May

Cash and cash equn alent as at 30
Apnl

Group Group
Year ended § months ended
30 April 2007 30 April 2006
£000 £000
3402 (981 8)
(9,03 1) (2978 5)
15,6652 76921
(2,935 06) (1,280 5)
1534 872

659 215
2279 1823
2,7576 16687
(33,889 2) (5918 4)
2232 (727 0)
222063 1,901 5
1,867 1 2044
(2120) 218 0)
(2,543 1) (346 5)
186 -

(284 2} (126 9}
(467 5} (3611 9)
(733 1} (8,738 8)
165 30178

- (88 1)

(172) 86 7)
4,856 3 92452
48556 12,0882
1,5794 3,0029
3,0029 -
45823 30029

Compamy Company
Year ended 8 months ended
30 April 2007 30 Apnl 2006
£000 £000

(1,983 2) (743 8)
1,521 1 FOB ¢

- 53

478 266
(4,7779) (806 6)
3360 1517
(4,856 2) (658 7)

- (11,4497

- (11,449 7)

16 5 300178

- (88 1)

48563 9,2452
4,872 8 12,1749
166 665

665 -

831 66 5

The notes on pages 13 to 45 form part of these accounts



Notes

(Formng part of the financial statements)
1 Accounting policies

a) Basis of preparation

Equidebt Holdings Limuted (the “company™) 1s a company incorporated in the UK

The group financial statements consolidate those of the Company and its subsidianes (together
referred to as the “Group”) The parent company financial statements present information about
the Company as a separate entity and not about 1ts group

Both the parent company financial statements and the group financial statements have been
prepared and approved by the directors in accordance with International Financial Reporting
Standards as adopted by the EU (“Adopted IFRSs”) On publhishing the parent company
financial statements here together with the group financial statements, the Company 1s taking
advantage of the exemption 1n 230 of the Companies Act 1985 not to present 1ts individual
income statement and related notes that form a part of these approved financial statements

The accounting policies set out below have, unless otherwise stated been applied consistently to
all periods presented in these consolidated financial statements

Judgements made by the directors, in the application of these accounting policies, that have
significant effect on the financial statements and estimates with a significant nsk of a matenial
adjustment n the next year are discussed tn note Ir

b) Transition to Adopted IFRS

Thus 1s the first set of consolidated financial statements reported by the Group and they
have been prepared in accordance with adopted IFRS and have applied IFRS1 The
Company has previously reported UKGAAP accounts, but there 15 no impact on its
financial statements as a result of them being transitioned to IFRS

The group has not taken any exemptions allowed under IFRS 1 for first time adopters
c) Measurement conveniton

The financial information 1s prepared on the historical cost basis
d) Basis of consolidation

Subsidiaries are entities controlled by the Group Control exists when the group has the
power to govern the financal and operating policies of an entity so as to obtain benefits
from 1ts activities  In assessing control potential voting rights that are currently
exercisable or convertible are taken into account The financial information of
subsidiaries are included 1n the consolidated financial information from the date that
control commences untit the date that control ceases intra-group balances are
ehminated in preparing the consohdated financial information




€)

Classificatton of financial instruments 1ssued by Equidebt Holdingy Limited

Following the adoption of 1AS 32, financial instruments 1ssued by Equidebt Holdings
Limited are treated as a hability to the extent that they meet the following conditions

there is a contractual obligation to deliver cash or another financial asset to another
entity or to exchange financial assets or financial hiabihities with another entity
under conditions that are potentially unfavourable to the entity, or

there 1s a contract that will or may be settled in the entity’s own equity instruments
and this 15 a non-denivative for which the entity 1s or may be obliged to deliver a
variable number of the entity’s own equity mstruments or a derivative that will or
may be settled other than by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the entity’s own equity instruments For this
purpose the entity’s own equity mstruments do not mclude instruments that are
themselves contracts for the future receipt or delivery of the entity’s own equity
mstruments

To the extent that thus defimtion 1s not met, the proceeds of 1ssue are classified as
equity

Interest and other finance payments associated with financial lrabihties are dealt with as
part of interest expense and similar charges  Dividends on financial instruments that are
classified in equity are recorded directly 1n equity

Financial assets and habilites

A financial instrument 1s defined as any form of contract giving rise to a financial asset
in one party and a financial hability or equity mstrument in a counterparty

Financial instruments are carried and recognised in the Group 1n accordance with the
rules m IAS 39

Financial assets and financial habihittes are 1mitially recogmsed at farr value plus
transaction expenses that are directly attributable to the acquisition or 1ssue of the
financial asset or financial liability  Subsequent measurement 15 based on amortised
cost The group does not account for any financial instruments at fair value through the
profit and loss account

A financial asset or financial hability 1s recognised m the balance sheet when the
company becomes party to the instrument’s contractual terms

A financial asset 1s removed from the balance sheet when the contractual nights to the
cash flows from the financial asset expire or it transfers the rights to receive the
contractual cash flows on the financial asset in a transaction in which substantially all
the risks and rewards of ownership of the financial asset are transferred A financial
hability is removed from the balance sheet when the obligation in the agreement has
been discharged or otherwise extinguished




g)

h)

Classification of financial instruments

e Loans and recemvables - purchased debt Loans and receivables are non-derivative
financial assets that are not quoted in an active market The category also includes
acquired receivables  Assets in this category are carried at amortised cost
Amortised cost 15 determined based on the effective interest rate calculated and
determined on the acquisition date

o Fancial habiimes Financial habihities are carried at amortised cost

Purchased debt

Purchased debt represents portfolios of debts purchased at prices below the nominal
value of the debts

Reporting follows the effective interest method, where the book value of each portfolio
corresponds to the present value of all forecast future cash flows discounted by an
effective interest rate (EIR) determined on the date the portfolio was acquired Changes
in the book value of portfolios anse where cashflows achieved, vary to those onginal
forecasts These adjustments are recognised 1n the income statement on the interest and
similar income ltne with the exception of movements ansing because of impairment and
reversals of impairment which are shown separately 1n the income statement (see note
1k)

At the ume of the purchase of each portfolio, a forecast 15 made of the portfolio’s
forecast cash flows Using this forecast, each portfolio 15 assigned an effective interest
rate that 1s then used to discount cash flows through the life of the portfolio  Current
cash fiow forecasts are monitored over the course of the year and updated based on,
among other things, actual cash coliections

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses

Leases in which the Group assumes substantially all the risks and rewards of ownership
of the leased asset are classified as finance leases Leased assets acquired by way of
finance lease are stated at an amount equal to the lower of their fair value and the
present value of the minimum lease payments at inception of the lease Thereafier, they
are accounted for in accordance with the accounting policy applicable to that asset
Lease payments are accounted for as described below

Depreciation 1s charged to the income statement on a straight-line basis over their
estimated useful lives The estimated useful lives are as follows

Computer equipment 4 years
Fixtures and fittings 10 years
Motor vehicles 4 years




1))

k)

Intangible assets and goodwil!

All business combinations are accounted for by applying the purchase method
Goodwill represents the difference between the cost of the acquisition and the net fair
value of 1denufiable assets, habilities and contingent habilities acquired [dentifiable
mtangibles that can be reliably measured are those which can be sold separately or
which arise from legal nghts regardless of whether those rights are separable

Goodwill 1s stated at cost less any accumulated impairment losses  Goodwill 15 not
amortised but 1s tested annually for tmpairment Negative goodwill ansing on an
acquisimion 1s recognised 1n profit or loss

Computer software acquired by the Group s recogrmised as an intangible asset and 1s
stated at cost less accumulated amortisation and impairment losses

Amortisation 1s charged to the income statement on a straight-line basis over the
estimated useful lives of intangible assets unless such lives are indefinite  Intangible
assets with an indefinite useful hife and goodwill are systematically tested for
impairment at each balance sheet date Computer software 1s amortised from the date 1t
15 available for use over its estimated useful hfe of 4 years

Cash and cash equuvalents

Cash and cash equivalents comprise cash balances and call deposits with a matunity of
less than three months

Impairment

The carrying amounts of the Group’s assets other than deferred tax assets, are reviewed
at each balance sheet date to determine whether there 15 any indication of impairment
If any such indication exists, the asset’s recoverable amount 15 re-estimated and an
impairrment charge made accordingly

For goodwill, assets that have an indefinite useful hife and intangible assets that are not
yet available for use, the recoverable amount 15 estimated at each reporting date The
impairment review of goodwill 1s based on a valuation using future forecast cash flows
ansmg from a) the portfolios of purchased debt and b) the commussion collect
businesses, net of costs, discounted at the weighted average cost of capital Providing
this supports a valuation 1n excess of the goodwill figure carried 1n the balance sheet, no
impairment 15 required

The recoverable amount of the Group’s investments 1n purchased debt 1s calculated as
the present value of estimated future cash flows, discounted at the onginal effective
interest rate (re the effective interest rate computed at imtal recogmtion of these
financial assets)

Reversals of impeairment

An impairment loss 1n respect of purchased debt 1s reversed if a subsequent increase in
forecast future cash flows results 1n an increase 1n the recoverable amount

An impairment loss in respect of goodwill 15 not reversed
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Loans and borrowings and loan notes

Loans and borrowings and loan notes are recogmsed intially at fair value less
attributable transaction costs  Subsequent to initial recogmition, they are stated at
amortised cost with any difference between cost and redemption value being recogmised
in the income statement n interest expense and similar charges over the penod of the
borrowings on an effective interest basis

Employee benefits
Defined contribution plans

Obligations for contributions to defined contribution pension plans are recognised as an
expense in the income statement as 1ncurred Other pension costs disclosed n note 6
represent centributions pard to the defined contribution plans

Revenue recognition and segmental reporting

Income from purchased debt portfolios 15 recogmised on an effective interest rate
method through the interest and simlar income line in the income statement The
effective interest rate 1s the rate that exactly discounts the estimated future cash flows on
each portfohio through 1ts expected hife back to the cost of acquisition

The Group earns commuission mcome from debt coflection and other services 1t provides
to its clients Commission 1s recogmsed when the provision of services has occurred
and there 1s a contractual obligation to pay

The Group makes a charge to debtors when taking legal action as part of the collection
process The portion of these charges that are assessed as recoverable 1s recognised as a
receivable

Other income within fees and commission relates to income from services ancillary to
debt collection provided to chents

The business operates only within the UK and 1s regarded as one segment due to the
nature of the services provided and the methods used to provide these services

Leases
Finance leases

Leases 1n terms of which the Group assumes substantially all the risks and rewards of
ownership are classified as finance leases Upon mitial recognition the leased asset 1s
measured at an amount equal to the Tower of its fair value and the present value of the
mintmum lease payments Subsegquent to imtial recognition, the asset 15 accounted for 1n
accordance with the accounting policy applicable to that asset

Minimum lease payments are apportioned between the finance charge and the reduction
of the outstanding hability The finance charge 15 allocated to each period during the
lease term so as to produce a consiant pertodic rate of interest on the remaining balance
of the hamhty
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Q)

r

Operanng leases

Other leases are operating leases and the leased assets are not recognised on the Group’s
balance sheet

Payments made under operating leases are recognised 1n the income statement on a
straight-line basis over the term of the lease Lease incentives recerved are recognised
in the income statement as an ntegral part of the total lease expense

Taxation

Tax on the profit or loss for the period comprises current and deferred tax Tax 1s
recognised m the income statement except to the extent that 1t relates to items
recognised directly in equity, in which case 1t 15 recognised in equity

Current tax 15 the expected tax payabie on the taxable income for the year, using tax
rates enacted or substantively enacted at the balance sheet date, and any adjustment to
tax payable n respect of previous years

Deferred tax 1s provided on temporary differences between the carrying amounts of
assets and habilities for financial reporting purposes and the amounts used for taxation
purposes  The following temporary differences are not provided for the initial
recognition of goodw:ll, the imtial recognition of assets or hiabihties that affect neither
accounting nor taxable profit other than in a business combmation and differences
relating to investment in substdiaries to the extent that they will probably not reverse in
the foreseeable future The amount of deferred tax provided s based on the expected
manner of realisation or settlement of the carrying amount of assets and habihties, using
tax rates enacted or substantively enacted at the balance sheet date

A deferred tax asset 1s recogrused only to the extent that it 15 probable that future taxable
profits will be available against which the asset can be utilised

Adopted IFRS not yet apphed

The following Adopted {FRSs were available for early application but have not been
applied by the Group 1n these financial statements

+ ]FRS 7 “Financial instruments Disclosure™ applicable for years commencing on or
after 1 January 2007

s |AS l(amended Presentation of Fnancial Statements) - Capital Disclosures
(effecuve for accounting periods beginning on or after 1 January 2007)

These standards would not have affected the balance sheet or income statement as the
standards are concerned only with disclosure

Critical accounting estimates and judgements

The preparation of financial information 1n conformity with 1FRS requires management
to make judgements, estimates and assumptions that affect the apphcation of policies
and reported amounts of assets and habilities, income and expenses The estimates and
associated assumptions are based on historical experience and other factors that are
believed to be reasonable under the circumstances, the results of which form the basis of
making the judgements about carrying values of assets and liabilines that are not readily
apparent from other sources Actual resuits may differ from these estimates Where
management’s judgement has been applied, this 15 noted in the relevant accounting
policy
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1) Purchased debt

As indicated in note lg above, the recogmition of purchased debt 1s based on the
company's own forecast of future cash flows from acquired portfolios The carrying
amount is disclosed 1n note 9 A 1% movement in the forecast future cash flows at the
balance sheet date has an approximate impact of £480,000, which would be recogmsed
in the Group Income Statement in the peried in which those cash flow estimates were
revised

2) Court and legal costs

The group mncurs outlays where legal action 1s taken against debtors Court and legal
fees due are reviewed for impairment on a penodic basis Payment history and
management judgement 1s used to determine the provision required for impairment The

carrying amount 18 disclosed 1n note 10

Interest receivable and similar income

Group Year ended 8 months ended
30 April 2007 30 April 2006
£000 £000

On purchased debt portfolios
- interest receivable 9,676 3 4,036 4
- Upward adrustments 37423 8615
On bank balances 1456 756
13,564 2 49735

Interest expense and simular charges

Group Year ended 8 months ended

30 Aprl 2007 30 Apnl 2006

£000 £000

On borrowings secured on 2,707 0 10939
purchased debt portfelios

Amortisation of loan 2279 1823

arrangement fees

Loan note inlerest 16155 7145

Finance lease interest 07 43

4,551 1 1,995 0

Fees and commission income

Year ended 8 months ended

Group 30 Apnl 2007 30 Apnit 2006

£000 £000

Commission on collections on 43131 2,5823
behalf of thurd parties

Court and legal fee income 907 4 1,I70 3

Other income 2811 1295

55016 38821




5 Operating expenses

Group

Staff costs (note 6)
Other operating expinses
Exceptional charge {note 25)

Total operating expenses
Impairment losses on loans and
receivables

Auditors remuneration included
in the above
Audit of these financial
statements — current Auditors

- previous Auditors

Other services

Year ended

30 April 2007

£000

53,6276
53750
414 3

11,416 9
2,7576

14,1745

700

3127

3827

8 months ended
30 Apnil 2006

£000

27822
3,3915

6,1737
1,668 7

7,842 4

159

159

6 Staff numbers and costs

The average number of persons employed by the Group (inciuding directors) during the

year, analysed by category

Collection
Administration

Group

Year ended
30 April 2007

113
83

198

8 months ended
30 April 2006

Group Company Company
Year ended 8 months ended

30 April 2007 30 Apnl 2006

66 - -

64 5 4

130 5 4

The increase n headcount from 2006 to 2007 arose predominantly as a result of the
acquisttion of the trade and assets of European Collections and Investigations Limited
{(note 15), as a result of which the number of persons employed by the Group increased

by 49 on 13 June 2006
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The aggregate payroll costs of these persons were as follows

Group Group Company Company
Year ended 8§ months ended Year ended 8 months ended
30 April 2007 30 Apnil 2006 30 Apnil 2007 30 April 2006
£000 £000 £000 £00C
Wages and salartes 4,940 4 2,442 8 744 8 463 2
Social security costs 4952 2261 984 565
Other pension costs 1920 1133 576 154
5,6276 2,7822 900 8 5381
Directors’ remuneration
Year ended 8 months ended
30 April 2007 30 April 2006
£000 £000
Directors” emoluments 8432 5227
Company contributions to 576 154
money purchase pension plans
9008 5381

The aggregate of emoluments of the highest paid director was £227,303 in the year to
April 2007 (8 months to 30 April 2006 £121,600), and company pension contributions
of £11,208 (8 months to 30 Apnl 2006 £3,000) were made to a money purchase

scheme on his behalf

Year ended
30 Apnil 2007
£000
Reirement benefits are
accruing to the following 5
number of directors under
money purchase schemes

8 months ended

30 Apnil 2006
£000

5
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Income tax expense

Current tax expense
Current vear

Adjustments for prior years

Deferred tax expense

Ongination and reversal of
temporary differences
Current year

Prior year

Total tax 1n income statement
Deferred tax in equity

Total tax charge / (credit)

Reconcihation of effective tax rate

Prefit/{ioss) before tax

Tax using the UK corporation
tax raic of 30%
Non-deductible expenses
Underf{over) provided 1n prror
years

Deferred tax in equity

Deferred tax not provided

Total tax in income statement

Group Group
Year ended 8 months
30 Apnl 2007 ended
30 Apnl 2006

£000 £000

944 7 131 4

(288 3) (42)
6564 1272
(7550) 66
214 0) -
(3126) 133 8

- (181 8)

(312 6) {480}
Group Group
Year ended 8§ months
30 Aprl 2007 ended
30 Apnl 2006

£000 £000

3402 (981 8)

102§ (294 5)

876 367
(5023) “2)

- 1818

- 2140

(312 6) 1338




10

Loans and recervables — purchased debt — Group

8 months ended
30 Apni 30 Apnil
2007 2006
£000 £000
Loans and recervables
Balance brought forward 19,236 5 -
Interest recervable 96758 4,036 4
Upward adjustments following 37423 8615
re-estimation of forecast future
cash flows
Net nterest recervable (note 2) 134181 4 8979
Acquisitions 33,8892 59184
Acquisitions  through  business 94 5 17,705 4
combinations
Cash collections (15,519 6) (7,616 5)
[mpairment (2,757 6) (1,6687)
Balance carried forward 48361 1 192365
Other assets
Group Group Company Company
30 April 30 Apnil 30 April 30 Apnil
2007 2006 2007 2006
£000 £000 £000 £000
Court and legal fees 2,6738 25625 - -
receivable
Less Provision for (1,432 3) (868 &) - -
impairment
1,2413 1,693 9 - -
Trade recenvables 4174 840 4 - -
Prepayments 1,134 4 4820 2970 148 5
Amounts due from - - 56775 8052
group companies
2,793 1 30163 59745 9537

Approximately half of the net court and legal fees recervable debtor is expected to be
recovered 1n more than 12 months
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Property, plant and equipment -

Group

Cost
At 31 August 05
Additions

At 30 Apnl 2006
Additions

Additions through business combinations
Disposals

At 30 Apnl 2007

Accumulated depreciation
At 31 August 2005

Charge for period
Dhsposals

At 30 April 2006
Charge for perod
Disposals

At Aprd 2007

Net book value
At 30 Apnl 2007
At 30 Apnl 2006

Fixtures Computer Motor
and fittings bhardware vehicles Total
£000 £000 £000 £000
2319 3127 793 6239
390 549 - 339
2709 3676 793 717 8
833 1325 199 2357
31 75 - 106
- - (506) (50 6)
3573 5076 486 9135
950 903 371 2234
183 557 132 872
1143 146 0 503 3106
339 1062 133 1534
- - 320) (320)
1482 2522 316 4320
2091 2554 170 4815
1566 2216 290 4072

At 30 April 2007 the net carrying amount of leased property plant and equipment was

£ml (2006 £38,704)
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Intangible assets

Group
Computer
Goodwill software Total
£000 £000 £000
Cost
At 31 August 2005 - 169 ¢ 1650
Acquisitions  through  business 16,454 7 - 16,454 7
combinations {note 15)
Additions - 330 130
At 30 April 2006 16,454 7 2020 16,656 7
Additions - 486 486
Acquisiions  through  business 4925 384 5309
combinations (note 15}
At 30 April 2007 16,9472 2890 17,236 2
Accumulated amortisation
At 31 August 2003 - 247 247
Charge for period - 215 215
At 30 April 2006 - 46 2 462
Charge for period - 659 659
At 30 Apnl 2007 - 1121 1121
Net book value
At 30 Apnl 2007 169472 1769 17,124 1
At 30 Apnl 2006 164547 1558 16,6105
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Deferred tax assets and habihities

Group

Recogrused deferred tax assets and liabilities

Deferred tax assets and habilities are attributable to the following

Property, plant and equipment
IFRS «conversion Increaseé In
reserves

Loan note nterest deductible
when paid

Other iming differences

lax assels

Tax habihittes

30 Apnil
2007

£

(21 9)
(833 8)
698 7

675
(89 3)

766 2

(8557

3¢ April
2006

£

(292)
(1029 3)

(1,058 5)

(1,058 5)

The group has unrecognised deferred tax assets of £Nil (30 April 2006 £214,000) 1n

respect of unpaid loan note interest

The asset was recogmised i Aprit 2007 as the

company behieve there will be sufficient surtable profits i the appropriate periods to

utilise the asset

Aovement in deferred tax during the year 10 30 April 2007

Property, plant and equipment
Other uming differences - IFRS
conversion

Loan note interest deductible
when paid

Other uming differences

Total deferred tax

1 May Recogmsed 30 April
2006 In Income 2007
£000 £000 £000

(29 2) 73 (219

(1029 3) 1955 (833 8)
- 698 7 698 7
- 6735 675
(§,0583) 965 0 (89 5)
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Movement in deferred tax during the 8 months to 30 April 2006

31 August  Recogmsed Recognised 30 Apri

2005 0 income m equity 2006

£000 £000 £000 £000

Property, plant and equpment (22 6} (66) - {29 2)

Other uming differences - 1FRS (1,211 1) - 1818 (1029 3)
conversion

T'otal deferred tax (1,233 7 (6 6} 1818 (1,058 5}
Company

Recogrised deferred tax assets and habilities

Deferred tax assets and liabilities are attributable to the following

30 April 30 April
2007 2006
£ £

Loan note interest deductible 698 7

when paid

698 7 -
Tax assets 698 7 -
Tax habilities - -

The Company has unrecogmsed deferred tax assets of £Nil (30 Apnil 2006 £214,000)
n respect of unpaid loan note nterest The asset was recogmsed in Apnl 2007 as the

company behieve there will be sufficient suitable profits in the appropriate periods to
utilise the asset

Movement in deferred tax during the year to 30 Aprid 2007

1 May Recogmised 30 April

2006 in income 2007

£000 £000 £000

Loan note interest deductible B 698 7 698 7
when paid

Total deferred 1ax - 698 7 698 7

Movement 1n deferred tax during the 8 months 1o 30 April 2006

Deferred tax assets in the comparative penod to 30 Apnl 2006 were £nul




14 Investments in subsidiaries

The Group has the following investments 1n the ordinary share capital of subsidiaries,
each of which 1s mcorporated in the United Kingdom

30 April 30 April

2007 2006

"/Il Il/o

Equidebt Limited 100 100
Sine Qua Non Limited 100 100
Credit Ancillary Services Limited* 100 100
Credit Helpline Luruted** 100 100
Speed 8758 Limited** 100 100

* Dormant, prior to acquisition of the trade and assets of European Collections and
Investigations Limited in 2006 (see note 15)

** Dormant
}
Company
Investments
n
subsidiaries
£000
Cost
At 31 August 2005 -
Acquisittons  through  business 19,798 5
combinations (note 15)
At 30 Apnil 2006 and 2007 19,798 §
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Acquisitions
Year to 3¢ April 2007

On 13 June 2006, the group acquired the trade and assets of European Collections and
Invesugations Limuted for £808,200, satisfied in cash The company provides debt
collection services In the 10 months to 30th Apnl 2007 the subsidiary contributed a net
loss of £260,100 to the consohidated net profit for the year If the acquisiion had
occurred on the first day of the accounting period, Group net profit would have been
reduced by an estimated additional £30,000

Effect of acquisition

The acquisition had the following effect on the Group’s assets and habthities

Acquiree’s Fair » alue Acquisihon
book values  adjustments amounts
£000 £000 £000
Acquiree’s net assets at the
acquisition date
Cash and cash equivalents 3407 3407
Loans and receivables — purchased 945 - 94 5
debt
Property, plant and equipment 490 - 490
Other assets 959 - 959
Other Liabilities (264 4) - (264 4)
Net idenufiable assets and 3157 - 3157
liabilaties
Goodwill on acquisition 492 5
808 2
Consideration paid {including 808 2
legal fees of £20,200, satisfied in
cash
Cash (acquired) 340 7)
Net cash outflow 467 5

In assessing the assets and liabihties acquired the Directors have idenufied certain
intangible assets These intangibles did not meet the requirements for separate
recognition under 1AS 38 and consequently have not been recognised separately from
goodwill These intangibles include

s Customer relationships, and

» Management skills acquired
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Year to 30 Apnl 2006

fn August 2005, Equidebt Limited was purchased from its shareholders by a pnivate
equity company (RJD Partners Linuted) for £19 8 million A new holding company,
Equidebt Holdings, was established for this purpose Shares were issued in Equidebt
Holdings Limited, and a majority was taken by RJD Partners Linuted Equidebt
Holdings Limited then purchased the entire share capital of Equidebt Limited

FEffect of acquusition

The acquisition had the following effect on the Group's assets and habilities

Acquiree’s Fair value Fair Value
book values  adjustments
£000 £000 £000

Acquiree’s net assets at the
acquisition date
Cash and cash equivalents 2,8378 - 2,837 8
Loans and recervables — purchased 17,7054 . 17705 4
debt
Other assets 2,140 8 - 2,140 8
Property, plant and equipment 544 8 - 544 8
Intangible assets -
Loans and borrowings (15,268 6) - (15,268 6)
Current tax labihities (309 2) - (309 2)
Deferred tax habilities (1,481 5} 2478 (1,2337)
Other habulities (3,073 5) - (3,073 5)
Net wdentifiable assets and 3,090 2478 3,3438
liabilities
Consideration 19,798 5
Goodwill on acquisition 16,454 7
Consideration, satisfied 1n shares 8,348 8
(1,800,000 shares of £0 0001 par
value each)
Consideration  paid  (including 11,4497
advisorv  and legal tees of
£874,700), satsfied in cash
Cash (acquired) (2,837 8)
Net cash outflow 8.6119

In assessing the assets and habilities acquired the Directors have tdentified certain
intangible assets These mtangibles did not meet the requirements for separate
recognition under 1AS 38 and consequently have not been recogmsed separately from
goodwill These intangibles include

+ Non-binding customer contracts,

e Customer relationships, and

+ Inteliectual property and Management skills set
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Loans and borrowings

This note provides information about the contractual terms of the Group’s interest-

bearing loans and borrowings

interest rate risk, see note 20

For more information about the Group’s exposure to

Group Group Company Company
30 Apnl 30 Aprd 30 Apnil 30 Apnl
2007 2006 2007 2006
£000 £000 £000 £000
Borrowings secured on 39,7866 170700 - -
purchased debt portfolios
Finance lease liabilities - 172 . -
Shares classified as debt 3,0000 30000 3,0000 3,0000
Other loans - 2652 - -
42,786 6 20,3524 30000 30000
Group finance lease habilities are payable as follows
Mimmum Minimum
Lease Lease
Paymenis Interest Pnncipal  Pavments Interest Prncipal
30 ki 30 30 30 30
Apnl Apni Apnl April Apnl Apnl
2007 2007 2007 2006 2006 2006
£000 £000 £000 £000 £000 £000
Less than 1 year - - - 12} ics
Between 1 and 5 years - - - 82 15 67
More than 5 years - - -
- - - 203 3) 172
Loan notes
Group and Company
30 Apnl 30 April
2007 2006
£000 £000
11% unsecured subordinated loan notes 12,1770 G685 2
repayable 2012
Vanable unsecured redeemable loan 4,327 8 -
notes repayable 2011/2012
16,504 & 9,985 2

Upon 1ssue of the vanable unsecured subordinated loan notes, the Company reselved to
issue warrant certificates to the loan note holders on 31 May 2007 1f a histing or share
sale had not occurred by that date

The loan note holders consented to the deferral of the above condition unuil their actual
15sue date of 6 December 2007
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Trade and other payables

Group Group Company Company
30 April 30 Apnil 30 Apnl 30 Aprit
2007 2006 2007 2006
£000 £000 £000 £000
Client funds payable 1,1217 1,079 9 - -
Trade payables 3149 2431 - -
Non-trade payables 32462 16118 4307 163
and accrued expense
Other 1ax and social 3084 2341 570 1154
security
49912 3.168¢ 4877 1517
Capital and reserves
Reconciliation of movement in capual and reserves - Group
Share Share Retained Total
Camtal premium earmngs equity
£000 £000 £000 £000
Balance at 31 August 20035 - - - -
Loss for the penod - - (1,1156) (1,1156)
Deferred tax recognised - - 1818 181 8
directly 1n equity
New share capital 1ssued 02 84254 - 84256
Balance at 30 April 2006 02 3,425 4 933 8) 74918
Profit for the year - - 6528 652 8
New share capital 1ssued - 1650 - 1650
At 30 April 2007 02 8,590 4 (2810) 8,309 6
Reconciliation of movement in captial and reserves - Company
Share Share Retamed Total
Capital premium earnings equity
£000 £000 £000 £000
Balance at 31 August 2003 - - - -
Loss for the period - - (743 8) (743 8)
New share capital 1ssued 02 84254 - 8,4256
Balance at 30 Apnl 2006 02 8,4254 {743 8) 76818
Loss for the year . (1274 7) (1,274 7)
New share capntal issued - 1650 - 1650
At 30 Apnil 2007 02 85904 (2.018 5) 6,572 1




Share capital

On 31 August 2005, Equidebt Limited was acquired by Equidebt Holdings Limited,
which owns all classes of shares 1n1ssue The rights attached to each class of shares are
not considered to be significantly different The A ordmary shares attract cumulative
dividends based on the level of loan notes 1n 1ssue and the time that has elapsed since
the loan notes were 1ssued No dividends accrue untl the loan notes have been
redeemed 1 full or part The A ordinary shares are redeemed at par 1n preference to all
other classes of share in the event of return on capital or hquidation Neither the B or C

shares have any dividend rights

A Ordinary shares

B Ordinary shares

C Ordinary shares

Authorised (*) 30-Apr J0-Apr 30-Apr 30-Apr 30-Apr 30-Apr
2007 2006 2007 2006 2007 2006
In thousands of 0 0001p 2,700 2,700 1,800 1,800 500 500
shares
Allotted, called up and 30-Apr 30-Apr 30-Apr JO0-Apr 30-Apr 30-Apr
fully paid
2007 2006 2007 2006 2007 2006
In thousands of 0 0001p
shares
At 31 August/] May 2,700 - 1,800 - - -
Issued for cash - 2700 - 1,800 - -
AL 30 Apnl- fully paid 2,700 2,700 1,800 1,800 - -

A Ordinary shares

B Ordinary shares

€ Ordinary shares

Allotted and not fully 30-Apr 30-Apr J0-Apr 30-Apr 30-Apr 30-Apr
pad

2007 2006 2007 006 2007 2006
In thousands of 0 0001p
shares
At 31 August/l May - - - - 250 -
Issued for cash - - - - 250 250
At 30 Apnl not fully - - - - 500 250

pard

(*) The Company has 5,000,000 authorised but unclassified shares of £0 0001 each

Allotted, called up and

A Ordinary shares

B Ordinary shares

C Ordinary shares

Sully pard 2007 2006 2007 2006 2007 2006

£ £ £ £ £ £
Shares classified as 2760 2700 - - - -
habilities*
Shares  classified - - 1800 i800 - N
shareholders funds
At 30 Apnl 2700 2700 1800 180 0 - -

Allotted and not fully

A Ordinary shares

B Ordinary shares

C Ordinary shares

paid 2007 2006 2007 2006 2007 2006

£ £ £ £ £ £
Shares classified 1n - - - - 500 250
shareholders funds
At 30 Aprii - - - - 500 250

* Total share capital and share premium of £3,000.000 has been classified within foans

and borrowings (note 16)
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Dividends

Year ended 8 months ended
30 Apnil 2007 30 Apnil 2006
£000 £000

Dividends paid . -

After the balance sheet date dividends of £Ni! per qualifying ordinary share (30 Aprnil
2006 £Nil), were proposed by the directors

20 Financial risk management
Credit risk

1) Credit sk 1s the nisk of financial loss to the Group 1f a customer or counterparty to a
financial nstrument fails to meet 1ts contractual obligations, and arises primarily in
relation to cash and cash equivalents, accounts recetvable, purchased debt and outlays
on behalf of clients It 1s the responsibility of the Finance Director & Fmancial
Controller to manage its short term financial assets  These are managed on a daily basis
by reviewing the transactions with the financial mstitutions and monitoring agamnst a
regularly updated forecast position

The Group’s cash and cash equivalents consist pnmanly of bank balances and other
short-term financial assets with a remamning maturity of less than three months The
Group has deposited its cash equivalents with established financial mstitutions where
the risk of loss 15 considered remote

2) The Group has accounts recevable and purchased debt from financial sector clients At
the reporting date, there were no significant concentrations of credit sk The Group
acquires portfolios of consumer receivables and works to collect them, assuming all the
rights and risks associated with the receivables The portfohos are purchased at prices
significantly below their nominal value and the Group retamn the entire amount it
collects, including interest and fees To munimise the risks i this business, the Group
exercises prudence 1n its purchase decisions Purchases are usually made from clients
with whom the Group has maintained long relationships, so 1t 1s usually famliar with
the recervables 1n question and such purchases have to be sanctioned by the Group
Credit Committee Ultimate management of this nisk rests with the Board and Credit
Committee, who convene regularly to review the performance of these accounts against
the original investment criterta  Performance and momtoring are delegated to the
Purchased Debt Executive and two managers who use daily collections analyses and
KPIs to manage this on a day to day basis

3) The Group incurs outlays for legal and court costs incurred the debt recovery process
These costs are caprtalised as they are recoverable from debtors  Provisions for
doubtful recovery are made based on a review of the outstanding litigation at the end of
each accounting pertod It 15 the responsibility of the Litigation Executive to manage
this nisk It 1s only this Executive who can sanction any write offs of this asset and a
monthly provisioning model 1s operated by the hitigation/finance teams

The maximum credit risk exposure of the Group 1s represented by the balance sheet
carrymg amount of each financral asset, excluding any collateral held
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Interest rate risk

The Group 1s exposed to movements 1n interest rates Interest rate nisk 1s managed by
the Finance Director by utilising a combination of fixed and floating facilities provided
by established financial institutions with maturity periods in excess of one year

The Group 1s exposed to movements 1n interest rates on its floating rate funding The
Group 1s comfortable with its non-hedged nisk as this funding 15 used for the sole
purpose of purchased debt which generates an interest return significantly in excess of
the floating charge

The table below analyses assets and hiabilities into the relevant contractual interest rate
repricing groupings As described in note |, purchased debt assets are outside of their
contractual interest repricing penied and consequently have been separately disclosed in
the following tables The Group does not hold or use denvatives

Interest rate repricing table April 2007 — Group

Upto3 1-5 years Over 5 Purchased Non Total
months years debt nterest
bearing
£000 £000 £000 £000 £000 £000
As at 30 Apnl 2007
Assets
Cash and cash equivalents 45823 - - - B 45823
Loans and recesvables - - - 483611 - 48361 1
Other assets® - - - - 211649 211649
Total as<ets 4,5823 - - 48,361 1 211649 74,108 3
Liabihties
Loans and borrow ings (39 786 6) - - (30000) (42 786 6)
Loan notes (111109)  (53939) - (16 504 8)
Other habilities* and equity - - {14 816 9) {14816 9)
Total habilities (39,7866) (11,1109) (5,393 9) - (17,816 %) (74,108 3)
[nterest rate scnufivity gap (352043 (111129 (5393 9) 48361 1 3348¢
Cumulative gap (35204 3y (463152) (517051) (3348 0) - -

* Other assets and other habilities consist of all non-financial assets and hab:ilities on
the balance sheet, none of which bear 1nterest rate risk




Interest rate repricing table April 2006 - Group

As at 30
April 2006
Assels
Cash and
cash
equivalents
Loans and
receivables
Other
assets*

Total assets

Liabihities
Loans and
borrowings
Loan notes
Other
habilities*®
and equity

Total
habihities

Interest
Tate
sensitivity
gap

Cumulanve
gap

Upto3 3-6 6-12 1-5 years Over 5 Purchased Non Total
months months months years debt interest
bearing

£000 £000 £000 £000 £000 £000 £000 £000

30029 - - 30029

- - - - 192365 - 192365

- - - - 200340 200340

3,0029 - - - - 19,2365 20,034 0 42273 4

(17074 0) 27N {265 0) ©7 - (30000) (203524)

- - (B (61929 . - (99852)

. - . - - (119358) (119358)

(17,074 0) @7 (2690)  (3,7990) (61929} - (149358) (42273 %)

(14071 1D @n (26907 (37990) (61929) 192365 50982 -

(14071 1) (140738) (143428} (181418} (243347)  (50982) - -

* Other assets and other habihities consist of all non-financial assets and lLiabihities on
the balance sheet, none of which bear interest rate risk
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Interest rate repricing table April 2007 - Company

Upto3 1-5 years Over 5 Non Total
months vears interest
bearmg
£000 £000 £000 £000 £000
As at 30 Apri] 2007
Assets
Cash and cash equivalents 831 - - 831
L.oans and receivables - - - -
Other assets* - - - 264815 26481 5
Total assets 831 B - 26,451 8 26564 6
Liabilities
Loans and borrowings - - (3,000 0) (3 000)
1 oan notes - (1P 109 (5393 9) - (16 504 B)
Other labilities* and equity - - - (7 059 B} (7059 8)
Total habihties - (IL110% {5393 9) (10,059 8) (26.564 6)
[nterest rate sensiftvity gap 831 (11109 (53939 164217 -
Cumulative gap 831 (11,0278 (16421 7) - -
Interest rate repricing table Aprif 2006 - Company
Upto 3 -5 years Qver 5 Non Total
months years nterest
bearing
£000 £000 £000 £000 £000
As at 30 A prl 2006
Assets
Cash and cash equivelents 66 5 - - - 665
Loans and receivables - - - -
Other assets® - - - 207522 207522
Total assets 665 - - 20,7522 20,8187
Lrabihties
Loans and borrowings - (3000 0) (3 000 0)
Loan notes (3792 3} {6192 9) - (9985 2)
Other habilities* and equity - - (7833 5) (7 8335)
Total habihities - (37913) (61919 (10,833 5) (20,818 7)
Interest rate sensitivity gap 665 (37927%) {6192 93 99187 -
Cumulative gap 665 (3725 8) (99187 -
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Effective interest rates

30 Aprdd 30 April
2007 2006
Y %
Assety
Cash and cash equivalents ' 351 387
Loans and receivables - 400 434
purchased debt 2
Liabiltties
Amounts due from banks * 75 67
Loan notes * 128 11 0

Represents the weighted average interest rate achieved on all cash balances during
the period

Represents a derived composite interest income rate on our debt purchase assets
Calculated by combining interest receivable and upward adjustments (note 3) on
purchased debt portfolios and dividing by a simple average of the years opening and
closing purchased debt net asset value

Interest 1 paid on bank borrowings at fixed margins over floating LIBOR rates as
pre-defined 1n each credit facihty agreement

Indicates loan notes at the following rates (2005 notes at 11% and 2006 notes
25%/10%)

Ligurdity risk

The Group 1s funded predommantly by bank facilities The Group’s approach to
managing liquidity 1s 1o ensure, as far as possible, that 1t will always have sufficient
hiquidity to meet its habilsties as they fall due Liquidity nisk 1s managed by the Finance
and Managing Directors and 15 monitored by continually forecasting long range debt
requirements against available current facilities

The table below analyses the assets and habilities of the Group mto relevant contractual
maturity groupings based on the remaiming period at the balance sheet date, balances
with no fixed maturity are included within the over 5 years category

Purchased debt has not been analysed between maturity categories in the following

tables as 1t 15 beyond its contractual matunity However, there will be proportions of this
debt maturing 1n each category as cash 1s collected aganst the asset over ime
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Maturity table Aprif 2007 - Group

Upto3 36 6-12 1-5 years Over 5 Purchased Total
months  months months years debt
£000 £000 £000 £000 £000 £000 £000

As at 30 Apnl 2007
Assets
Cash and cash equivalents 45823 - - - - 458213
Loans and receivables — - - - - - 48 361 1 483611
purchased debt
Other assets 10994 2279 8596 L1150 178630 - 211649
Total assets 56817 2279 8596 1,1150 17,863 0 48,361 1 74,108 3
Liabilines
Loans and borrowings - - (39786 6) (3000 0) - (42786 6)
Loan notes - - {11109 (53939 - (16504 8)
Other liabilities and equity 35142 - (660 &) (18177 {8 824 4) (14816 9)
")
I otal habilities (3,514 2) - (6606) (52,7152 (17,218 - (74,508 3)
et hqudity gap 21675 2279 1990 (51 6002) 644 7 483611 -
Maturity table April 2006 - Group

Upto3 3-6 6-12 1-5 years Over 5 Purchased Total

months  months months years debt

£000 £000 £000 £000 £000 £000 £000

As ot 30 Apnil 2006
Assels
Cash and cash equivalents 30029 - - - - - 30029
Loans and receivables — - - - - - 192165 192365
purchased debt
Other assets 11296 96 4 9508 12972 £6 560 0 - 200340
Total assets 41328 9% 4 950 8 1,2972 16 5600 19,236 5 42,2734
I tabilities
Loans and borrowings 40 (27)  (2690) (l170767) (30000} - (203524)
Loan notes - (379213) (6192 9) - {9985 2)
Other hiabihties and equity (2067 3) - (2166 (1313 3) (83386) - {119358)
*
Total habilities (2071 3) fv )} (485 6y (22,1823) (17531 5) - (42273 4)
Net hquidity gap 20612 937 4652 (20885 1) (971 3) 152365 -

{*) Other habilities and equity disclosed as up to 3 months are trade payables, accrued
expenses, other taxation and social secunty and chent funds payable Over 5 years
includes equity attributable to shareholders

39



Marurity table April 2007 - Company

Upto3 3-6 1-5 years Over § Total
months  months years
£000 £000 £000 £000 £000

As at 30 April 2007
Assets
Cash and cash equivalents 831 - - - 831
Loans and recervables — - - - - -
purchased debt
Orher assets - - 66830 197985 264815
Total assets 831 - 6,683 0 19,798 8 26,564 ¢

1 1abilitees
Loans and borrowsngs - - (30000) {3000 0y

(1L1109)  (5,3939) (16504 8)

Loan notes - -

Other habilities and equity {3700 (4307 - (6,572 1) (7059 8)
Total habilites (570) (4307) (11,1109) (14,966 0) (26,564 6)
Net Iiquidity gap 261 (4307)  (44279) 48325 -

Maturity table April 2006 - Company

Upto3 1 5years Over 5 Total
months years
£000 £000 £000 £0060

As at 30 Apnl 2006
Assets
Cash and cash equivalenits 66 3 - - 66 3
Loans and recetvables — - -
purchased debt
Other assets - 9537 19798 5 207522
Total assets 665 9537 1%,798 5 20,8187
Liabilihes
Leans and borrowings - - {3000 0) (3 000 0)
Loan notes - (37923) (61929 (998512)
Other habilines and equity (151 7y - (76818  (7833135)
Total habilihes (151 7) (3,7923) (168747 (20.8187)
Net hqudity gap (852) (2 83806) 29238

Currency risk

The Group has no significant exposure to foreign exchange risk

Fawr values of financial assets and habilities

The Directors consider that there are no material differences between the carrying value

and the fair value of the financial assets and habilities disclosed within these financial
statements
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Operating leases - Group

Non-cancellable operating lease rentals are payable as follows

30 Apr 30 Apnil

2007 2006

£000 £000

Less than one vear 413 4 3182
Between one and five years 1,491 9 1,047 5
More than five years 23276 23750
42329 3,7407

The Group leases its two premises 1n Wellesbourne and Surbiton under operating leases
as well as a number of motor vehicles

During the year to 30 April 2007 £335,423 was recognised as an expense in the income
statement i respect of operating leases (8 months to 30 April 2006 £222,550)

Commitments
Capital commiiments

At the balance sheet date of 30 April 2007, nerther the Group or the Company had any
significant capital commitments

Other commitments

At the balance sheet date of 30 Apnil 2007, the Group was contracted to purchase 13
debt portfolios for the remammder of 2007, with the price to be determined at the date of
acquisition

Related parties
Identity of related parties

The Group has 1dentified us related parties as the board of directors of the Group (and
their close family) Whilst there are other key personnel in the group respensible for the
implementation of strategy, it 1s only the Group board of directors who are responsible
for planning, directing and controlling the activities of the Group There are common
directorships among all group entities

The directors in the periods concerned were

W Mulligan  appointed 23 May 2006
P Moore

P Wilding

R Scott

D Johnson

J Mosiewicz
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Transactions with key management personnel

The compensation of the directors 1s disclosed within note 7
Shares held by directors and their close family were

As At As At
30 April 2007 30 Apr 2006
No No
‘B* Ordmary Shares of
£0 0001p each -
Equdebt Holdmmgs
Limated
R Scott 845,000 846,000
) Mostewicz 846,000 846,000
P Wilding 108,000 108,000
‘C* Ordinary Shares of
£0 000p each—
Equidebt Holdings
Limited
P Moore 100,000 100,000
W Mulligan 200 000 -

Loans to the group by directors and their close family were

I
As At As At I
30 Apnl 2007 30 April 2006 |
£000 £000
R Scott and ks close family 6500 135
J Mosiewicz and hts close 3500 2517
famly
1,200 0 2652

Interest earned on loans to the group by the directors and their close family were

As At As At
30 April 2007 30 Apnl 2006
£000 £000 |
R Scott and hus close famdy 656 56 ‘
J Mosiewicz and his close 546 -
tamaly
1202 -




Transactions with ultimate controlling party

The ultimate controlling party 1s RJD Partners Limited who control approximately 47%
of the share capital of the group with 52 7% of voting nghts Duncan Johnson, a
director of Equidebt Holdings Limuted, 1s a himited partner in the Royal London Private
Equity SBS Fund which holds the group’s ‘A’ ordinary shares and as such he has a
beneficial interest in the ‘A’ ordinary shares A fee was paid by the group to RJD
Partners Limited for the services of Duncan Johnson, no other salary or fee was pad
directly to the director In the 8 months to April 2006 this amounted to £20,000 and in
the year to 30 April 2007 £30,400

RID Partners Limited manages funds holding the following shares and loan notes in
Equidebt Holdings Limited

Share Capital
Year ended 8 months ended
30 Apnil 2007 30 Apnl 2006
No No
‘A’ Ordtnary Shares of
£0 0001p each — Equidebt
Holdings Limited
Royal London Private Equity 2,316,075 2316075
Fund
Royal London Private Equity 55,145 55,145
SBS Fund
Loans to the group
Year ended 8 months ended
30 April 2007 30 April 2006
£000 £000
Royal London Private Equity 130026 8,7713
Fund
Royal London Private Equity 3096 2090
SBS Fund
133122 8,986 3
Interest earned on loans to the group
Year ended 8 months ended
30 Apnik 2007 30 Apnil 2006
£000 £000
Royal London Private Equuty 1,295 1 6067
Fund
Roval London Private Equity 308 14 4
SBS Fund
1,3259 6211




Transactions with Group companies

Equidebt Holdings Limited has the following group balances

30 Apri} 30 April
2007 2006
£000 £000
Equidebt Limited
- current account 46331 BO52
- loan account 1649 -
Credit  Ancillary  Services 879 5 -
Limuited loan account
Total 56775 B0O5 2
Group nterest on group balances were
30 April 30 Apnil
2007 2006
£000 £000
Equidebt Limited loan account 149 -
Credit  Anallary  Services 795 -
Limited loan account
Total 94 4 -

In the year to 30 Apnl 2007, management charges receivable from Equidebt Limited of
£901,700 (2006 £652,500) were included 1n the income statement, these were straight
recharges of costs mcurred The cash movements between the Company and Equidebt
Limited are represented by a combination of these management charges and the
movements 1n group balances shown above Although a formal contract between the
group parties 15 not (n place, this 1s not considered to be necessary as the management
charges relate to straight recharges of salary costs incurred

Ultimate controlhing party and parent company of larger group

The ultimate controlling party 1s RJD Partners Limited which controls 52 7% of the
company’s voting rights

No other group financial statements 1nclude the results of the Company
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Subsequent events

Issue of warrant certificates

See note 18

Factors affecting the tax charge for future years

[t has been announced that the corporation tax rate applicable for the company 1s
expected to change from 30% to 28% from 1 April 2008 The deferred tax asset had
been calculated at 30% 1n accordance with [AS12  Any temporary differences which
reverse before 1 Apnl 2008 will be (charged)/relieved at 30%, any temporary
differences which exist at 1 April 2008 will reverse at 28% and, because of the
uncertamnty of when the deferred tax asset/liabihity will reverse, 1t 15 not possible 1o
calculate the full financial impact of this change

IPO abortive costs

In the first half of 2007 the Company embarked on a strategy to iston ATM 1n June
2007 The board decided to abort the isting process 1n June and IPO abortive costs of
£414,300 have been reported in these financial statements A further £487,000, which
was ncurred post year end, will be reported 1n the financial statements for the year
ended 30 Apnl 2008
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