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Oakam Holdings Limited

Strategic report

The directors present their strategic report on the Company for the year ended 31 December 2017.
Principal activities

Oakam Holdings Limited (the “Company™) is the holding Company for the Oakam Group (the “Group™).

o A Fintech leader providing access to credit in underserved communities.
o  Operates through a mobile-first distribution and servicing model. )
o Technology, alternative data and the application of behavioural science are at the core if its model.

These financial statements consolidate the activities of the-companies within the Group consisting of Oakam
Holdings Limited, Oakam Limited, Oakam Finance Limited and Oakam Broking Limited.

Business review

Gross profit increased from £21.2m in 2016 to £22.3m in 2017 (5% increase) as the company continued to invest in
the acquisition of new customers and the development of its technology platform.

The business successfully implemented new regulatory requirements relating to high cost short-term credit and was
approved in February 2016 by the Financial Conduct Authority (FCA).

Key Performance Indicator

. 2017 2016
NEA (£m) . 23.66 29.66
Net Loss Margin (%) (69.0)% (78.2)%
Variable margin (%) . 47.3% . 56.1%
Admin Expense ratio 62.0% 67.4%
Gearing ratio a2 1.4
Asset Liability ratio 1.6 0.3
Tax Ratio  ° 1.5% (2.2)%
Current ratio 6.3 8.1
Acid test 6.8 8.1

Financial risk management .

The main financial risks arising from the Group's activities are credit risk and liquidity risk. These are monitored by
the board of Directors and were not considered to be unduly significant at the balance sheet date. The Group’s policy
in respect of credit risk is to require appropriate credit checks on potential loan customers before contracts are
completed.

The Group maintains readily accessible bank deposit accounts to ensure the Group has sufficient funds for operations..
The cash deposits are held in a mixture of short-term deposits and current accounts.

The Group's exposure to interest rate risk is currently limited to the funding from the Victory Park Management, LLC
debt facility as all other funding and liquidity is provided by the Group’s shareholders on agreed terms. The loan is
secured by a fixed and floating charge over the assets of the group.

Financial

The Group undertakes unsecured lending which carries a risk attached to customers’ changes in personal
circumstances. This is mitigated by accurate lending decisions, reviewing underwriting criteria regularly and the
development of in house credit risk assessment technology



Oakam Holdings Limited

Strategic report

Principal risks and uncertainties
UK & EU Regulation

o

The regulation of consumer finance activities transferred from the Office of Fair Trading to the Financial -
Conduct Authority on 1 April 2014. The Company received authorisation from Financial Conduct Authority in
February 2016 and it continues to abide by all the regulations.

The Group has a compliance function in place which monitors compllance with relevant regulations and reports
to the credit and executive committee. An experienced team is in place which monitors legislative changes and
supports divisional compliance and legal functions. Expert third-party legal advice is taken where necessary.
Ongoing constructive dialogue is maintained with regulators and Oakam wants to play a full and active part in all
relevant regulatory reviews and consultation processes.

The Financial Conduct Authority introduced a cap on the cost of Hlah Cost Short-Term Credit (HCSTC) in
January 2015 which is still applicable to date. All our HCSTC products comply with the cap.

During 2017 there was no changes in regulation with regards to HCSTC products. Oakam continued to fulfil all
FCA reoulanon information requirements with no issues to highlight.

Operational

The regulation of consumer finance activities transferred from the Office of Fair Trading to the Financial
Conduct Authority on 1 April 2014. Oakam Limited received authorisation from Financial Conduct Authority in
February 2016 and it continues to abide by all the regulations.

The Group also recognises the operational risk as the risk of losses from inadequate or failed internal processes,
systems and people or from external events, including the change in regulations. The Group mitigates this risk by
adopting the Four Lines of Defence Assurance Model.

Credit Risk

Oakam loans are underwritten via the Group's web and mobile application. Alternative data is utilized together
with traditional credit data to evaluate affordability, sustainability and creditworthiness.

On top of the data driven approach the traditional credit risk framework is used to set and monitor rlsk appetite
and the performance of the Group’s decision tools and portfolios.

Market risk

Oakam loans are based on a fixed interest rate and therefore are not exposed to market driven fluctuations. Due to
the inherent interest rates the impact of changes in Bank of England Base rates is limited.

The Group is exposed to interest risk over its wholesale funding. This is mitigated by our abnhty to re-price our
receivables to compensate for any changes. .

Competition: The risk that new or existing competitors impact business performance unexpectedly

The market is going through a significant overhaul as the new regulatory regime is being extended to doorstep
and rent-to-own providers and as customers are taking better (cheaper/more convement) alternatives and are
getting used to 24/7 solutions with smartphones. This is creatma a significant opportumty for us to grow and

'displace traditional providers.

The doorstep lending companies suffered significant retrenching during 2017 as more exactlng regulation under
the Financial Conduct Authority (FCA) impact their operations and practices. We continue to monitor our
competition closely.

Capital and funding: The risk that we might have insufficient capital to meet our regulatory and/or business
requirements

Oakam has a tight cash flow control policy and due to the short-term life of our receivables, our cash position is
also managed by balancing repayments received against new loans granted.
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Strategic report

e [n November 2017, Oakam entered a long-term funding agreement with Victory Park Management LLC (VPC).
The agreement, which provided more flexible terms is more aligned with Oakam’s growth ambitions. The VPC
£35m line replaced the previous syndicated facility with RBS and LDI Solutions Plus plc investment.

o In November 2017 the group agreed to capitalise all principal and accrued interest for issued bonds in Oakam

. Finance Limited into £1.1m of share capital and £108m of share premium. On the same date, the directors
agreed to a share premium capital reduction equal to (£74m) in Oakam Finance Limited.
In November 2017 the loan between Oakam Finance Limited and Oakam Limited was waived (£31.8m).
Cabot Square Capital continues to support Oakam and: has committed support beyond the next twelve months.

Conduct Risk

o The risk of poor outcomes for customers in any of the Group’s divisions. .

o The Group has a strong culture of customer service and is one of the top rated companies in the non-bank finance
sector (independently rated by TrustPilot at 9.7/10 and ranked 8 out of 179 companies) it was founded on an
ethos of creating access to affordable credit. Additionally it has a raft of policies, practices and procedures in
place to:

- Minimise the risk of customers potentially receiving loans or lines of credit that are unaffordable or
unsustainable; '

- Ensure that financial promotions are clear fair and not misleading; and

- Ensure effective complaints handling. Regular customer satisfaction surveys are undertaken.
Treating customers fairly (TCF) principles firmly embedded into the business since they were
introduced by the FSA and helping customers’ interests at the heart of the business.

o In addition to our monthly board meeting and monthly executive committee, we conduct a risk committee
overseeing all risks and compliance, focused on credit risk, underwriting criteria as well as FCA rules and
guidelines and a customer experience forum to ensure issues are considered from a customer perspective.

o  Customer satisfaction has remained high and complaints low during 20.17.

Going concern

o  After reviewing the Group's forecasts and projections, the Directors have a reasonable expectation that the
group has adequate resources to continue in operational existence for the foreseeable future. The Group
therefore continues to adopt the going concern basis in preparing its consolidated financial statements.

o In reaching the conclusion that the Group may be regarded as a going concern, the Directors have noted that
the Group is reliant upon the continued financial support of CS Capital Partners III, L.P., the major
shareholder in the Group. The Directors have confirmed that CS Capital Partners II1, L.P. have stated that it
is their present intention to maintain its support for the Group in the execution of their business plans for the
next 12 months.

Approved by the Board of Directors and signed on behalf of the Board on 27 June 2018

Frederic Nze

Chief Executive Officer.
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The Directors present their report and the audited financial statements for the year ended 31 December 2017.

Directors’ report

Going concern

The Directors have a reasonable expectation that the Company and the Group have adequate resources to continue in
operational existence for the foreseeable future. Thus they continue to adopt the going concern basis in preparing the
annual financial statements.

Further details regarding the update of the going concern basis can be found in Note | of the financial statements.
The Group made a net loss of £15.4m during the yéar ended 3 1st December 2017 and, at that date it had total net
assets of £1 [.4m. In reaching the conclusion that the Group may be regarded as a going concern the Directors have
noted that the Group is reliant upon the continued financial support of CS Capital Partners 1II, L.P., the major
shareholder in the Group. The Directors have confirmed that CS Capital Partners 111, L.P. has stated that it is their
present intention to maintain its support for the Group in the execution of their business plans for the 12 months from
the date the statement of financial position was signed in the form of the continuation of the loan note issuance
facility. For this reason the Directors continue to adopt the going concern basis of preparation as set out in Note 1 of
the financial statements.

Results and dividends

The consolidated profit and loss account is set out on page 11 and shows loss for the year of £15.4m (2016: loss of
£16.6m). The Directors do not recommend the payment of a dividend (2016: £nil).

Charitable and political donations
During the year there were no charitable donations (2016: £nil). There were no political contributions (2016: £nil).

Liquidity risk .
Oakam has a tight cash flow control policy and due to the short-term life of our receivables, our cash position is also
managed by balancing-repayments received against new loans granted.

In November 2017, Oakam refinanced its syndicated facility with RBS and LDI Solutions Plus plc by entering into a
new agreement with Victory Park Management, LLC. The Company reviews and updates it cash flow predictions
through the year via its forecasting process ensuring sufficient cash to manage its operations is available at all times.

Directors served during the year

The Directors, set out below have held office during the whole period from the date of appointment to. the date of this
report: .

James Roy Clark
Frederic Nze
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Directors’ report

Directors’ Indemnities 7 _
The Company has made qualifying third party indemnity provisions for the benefit of its. Directors which are made
during the year and remain in force at the date of this report.

Auditor _

Each of the persons who are a director at the date of approval of this report confirms.that:

©.  so far as the director is aware, there is no relevant audit information of which the Company’s auditor is unaware;
and :

o The director has taken all the steps that he ought to have taken as.a director in order to make himself aware of
any relevant audit information and to establish that the Company’s auditor is aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of s4 18 of the Companies Act
2006.

Moore Stephens LLP have expressed their willingness to continue in office as auditor and a resolution to reappoint
them will be proposed at the forthcoming Annual General Meeting,
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Directors’ responsibilities statement

The Directors are responsible for preparing the Strategic Report, Directors’ report and the ﬁnancxal statements in
accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the
Directors have elected to prepare the financial statements in accordance with the United Kingdom Generally
Accepted Accounting Practice (United Kingdom. Accounting Standards and applicable law). Under Company law the
Directors must not approve the financial statements unless they are satisfied that they give a true and fair view of the
state of affairs of the Company and of the profit or loss of the Company for that period. In preparing these financial
statements, the Directors are required to:
o select suitable accounting policies and then apply them consistently;
o make judgements and accounting estimates that are reasonable and prudent;
o comply with UK Accounting Standards subject to any material departurés disclosed and explained in the
financial statements; and
o Prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
to enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.

Approved by the Board of Directors
and signed on behalf of the Board

Frederic Nze
Chief Executive Officer
27 June 2018

172 Tottenham Court Road
3 Floor

London

WIT INS



Oakam Holdings Limited

Independent Auditor’s Report to the Members of Oakam Holdings Limited
Opinion

We have audited the financial statements of Oakam Holdings Limited (the “parent company”) and its subsidiaries (the
“group”) for the year ended 31 December 2017 which comprise; Consolidated Profit or Loss, Consolidated Statement
.of Financial Position, Company Statement of Financial Position, Consolidated Statement of Cash Flows,

Consolidated Statement of Changes in Equity, Company Statement of Changes in Equity and notes to the financial
statements, including a summary of significant accounting policies. The financial reporting framework that has been
applied in their preparation is applicable law and United Kingdom Accounting Standards, including FRS 102 “The
Financial Reporting Standard applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted
Accounting Practice). ' .

In our opinion, the financial statements:

e give a true and fair view of the state of the group’s and the parent company's affairs as at 31 December 2017
and of the group’s loss for the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of
the financial statements section of our report. We are independent of the group in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical
Standard, and we have fulfilled our ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Conclusions relating to going concern

" We have nothing to report in respect of the following matters in which the ISAs (UK) require us to report to you
where: S

e the directors’ use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate, or )

e the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the group’s or the parent company’s ability to continue to adopt the going concern
basis of accounting for a period of at least twelve months from the date when the financial statements are ’
authorised for issue. ’

Other information

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements.or our
knowledge obtained in the audit or otherwise appears to be materially misstated.
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Independént Auditor’s Report to the Members of Oakam Holdings Limited
(continued) '

If we identify such material inconsistencies or apparent material misstatements, we are required to determine whether
theré is a material misstatement in the financial statements or a material misstatement of the other information.

If, based on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact.

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course-of the audit:

e the information given in the Strategic Report and the Directors’ Report for the financial year for which the
financial statements are prepared is consistent with the financial statements;.and

o the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the group and the parent company-and its environment obtained in
the course of the audit, we have not identified material misstatements in the strategic report or the directors’ report.

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to
you if; in our opinion:

e adequate accounting records have not been kept by the parent company, or returns adequate for our audit
have not been received from branches not visited by us; or

e the parent con%pany financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors” responsibilities Statement set out on page 8, the directors.are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the group’s and the parent company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the group or the. parent company or to cease
operations,.or have no realistic alternative but to do so.
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' Independent Auditor’s Report to the Members of Oakam Holdings Limited
(continued) '

Auditor’s responsibilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the consolidated financial statements is located on the
Financial Reporting Councils website-at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor’s report. ’ .

Use of our report °

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the company and the company’s members as a
body, for our audit work, for this report, or for the opinions we have formed.

/ Mbﬂ(

Kell)" heppard, Senior Statutory Auditor
For and on behalf of Moore Stephens LLP, Statutory Auditor
150 Aldersgate Street

London
EC1A 4AB

Date: b ‘)\:,9 MOIE |
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/

Consolidated profit and loss account
Year ended 31 December 2017

Notes'
. ‘Turnover 1&4
Cost of sales
Gross profit
Distribution expenses
‘Administrative expenses
Operating loss 6
Other interest receivable and similar income
Interest and fees payablé and similar charges 7
Loss on ordinary activities before taxation
8

“Taxation on loss

Loss for the financial year

31 December

31 December

2017 2016

£ £
22,350,181 21,211,987
(31,220) (21,626)

22,318,961 21,190,361 °

(11,762,632) (9,295,296)
(13,835,844)  (14,274,954)
(3,279,515) (2,379,889)
1,183 99
(11,906,847)  (14,576,665)
(15,185,179)  (16,956,455)
(230,542) 367,519
(15,415,721)  (16,588,936)

There is no other comprehensive income and thus a statement of other comprehensive income: has not been prepared.

The Group is operating continuously with no discontinued operations during 2017.

11



Oakam Holdings Limited

Consolidated statement of financial position
As at 31 December 2017

Intangible assets

Fixed assets

Tangible assets

Current assets
Debtors within one year
Cash at bank and in hand

Debtors due after one year

Creditors: amounts falling due
within one year

Provisions for liabilities
Net current assets

Total assets less current liabilities

Creditors: amounts falling due after
more than one year

Net assets/(liabilities)

Capital and reserves
Called up share capital

Profit and loss account

Other reserves

Capital redemption reserve

Shareholders’ funds/(deficit)

Notes

12

14

31 December

31 December

2017 2016
£ £
1,861,256 1435472
217,397 282,775
17,012,347 20,878,180
3.457,118 475271
21,369,465 21,353,451
5,533,852 8,613,400
(,132,716)  (2,637,114)
(256,715) .
23,513,886 27,329,737
25,592,539 29,047,984
(14,200,000) (112,034,276)
11,392,539 (82,986,292)
1,417 1,417
(97,734,616)  (82,987,709)
35,081,758 .
74,043,980 ;
11,392,539  (82,986,292)

The financial statements of Oakam Holdings Limited, registered number 05878446 were approved by the Board of

Directors on 27 June 2018.

Signed on behglf of the Board of Directors

Frederic Nze
Diréctor

12
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Company statement of financial position
As at 31 December 2017

31 December 31 December

2017 2016
Notes £ £
Current assets :
Debtors A o 12 . 552 8
Cash at bank and in hand 67
Net cutrent assets’ : 619 - 8
Total assets less current liabilities ' 619 8
Creditors: amounts falling within due
within one year : 13 (38,985) (35,341)

(38,366) (35,333)

Capital and reserves

Calied up share capital - 17 1,417 1,417
Profit and loss account (39,783) (36,750)

Shareholders” deficit (38,366)  (35333)

The financial statements of Oakar Holdings Limited, registered number 05878446 were approved by the Board of
Directors on 27 June 2018. :

Signed on behalf of the Board of Directors

Frederic. Nze
" Chief Executive Officer

13



Oakam Holdings Limited
Consolidated statement of cashflow

As at 31 December 2(}17

Note
Cash flows from operating activities - 18
Interest Received
Interest Paid

Net Cash flows from operating activities

Capital expenditure

Cash flows from investing activities

Increase in financing
Decrease in Loan Notes
Finance facility paid

Cash flows from financing activities

Increase/(decrease) in cash in the year

Cash and cash equivalents at beginning of
- the year

Cash and cash equivalents at end of the
year :

2017 2016

£ £
4,357,567 (10,804,069)

- 99

- (437,202)

4,357,567 (11,241,172)
(1,429,149y (1,485,850)

(1,429,149)

1,485,850)

1,100,000 13,100,000

; (132,100)

(1,046,571) (702,106)

53,429 12,265,794

2,981,847 (461,228)

475271 . 936,499
3457118 475271 .

14



Oakam Holdings Limited
‘Consolidated statement of changes in equity

As at 31 December 2017

At 1 January2016

Loss for the financial year .«
At 31 December 2016

Profit for the financial year
Capitalisation of DDBs and
management notes

Capital reduction

At 31 December 2017

Called-up
share Profit and Capital Other
capital loss account redemption reserves Total
£ £ £
1,417 (66,398,773) - - (66,397,356)
- (16,588,936) - B (16,588,936)
1,417 (82,987,709) - - (82,986,292)
- (15,415,721) - - (15,415,721)
- 668,814 35081758 35,750,572
- - 74,043,980 - 74,043,980
1,417 (97,734,616) 74,043,980 35,081,758 11,392,539

15
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Company statement of changes in equity

As at 31 December 2017

At 1 January 2016

‘At 31 December 2016

Loss for the financial year

Total Comprehensive Income

At 31 December 2017

Called-up share

Profit and Loss

capital Account Total
£ _ £ £
1,417 (36,750) (35,333)
1,417 (36,750) (35,333)
- (3,033) (3,033)
1,417 (39,783) (38,366)
1,417 (39,783) (38,366)

16



Oakam Holdings Limited

Notes to the fm_ancial statements
Year ended 31 December 2017

1.  Accounting policies

Oakam Holding Limited is a holding company incorporated in the United Kingdom under the Companies Act.
The address of the registered office is given on page 1. The nature of the group’s operations and its principal
activities are set out in the strategic report on pages 2 to 5.

Basis of accounting

The financial statements have been prepared in accordance with the Financial Reporting Standard 102, The
Financial Reporting Standard applicable in the UK and Republic of Irefand (“FRS /027).

The presentation currency of these financial statements is sterling, rounded to the nearest pound.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these annual accounts.

Basis of consolidation

The Group financial statements consolidate the financial statements of the Company and its subsidiary
undertakings drawn up to 31 December each year. The results of subsidiaries acquired or sold are consolidated
for the periods from or to the date on which control passed. Acquisitions are accounted for under the acquisition
method.

The financial statements have been prepared under the historical cost convention, modified to include the
revaluation of certain fixed assets, and in accordance with applicable law and Financial Reporting Standards 102
(FRS102).

All intra-group transactions, balances, income and expenses are eliminated on consolidation.

Going concern

The Group’s business activities, together with the factors likely to affect its future development, performance
and position are set out in the Business Review which forms part of the Strategic Report.

The financial statements have been prepared on the going concern basis. In reaching the conclusion that the
Group may be regarded as a going concern, the Directors have noted that the Group is reliant upon the continued
financial support of CS Capital Partners III, L.P., the major shareholder in the Group. The Directors have
confirmed that CS Capital Partners 111, L.P. have stated that it is their present intention to maintain its support
for the Group in the execution of their business plans for the next 12 months in the form of the continuation of
the loan note issuance facility.

The Directors have a reasonable expectation that the Compahy and the Group have adequate resources to
continue in operational existence for the foreseeable future. Thus they continue to adopt the going concern basis
of accounting in preparing the annual financial statements.

Revenue recognition and classification of financial assets

i) Classification of financial assets

The Group classifies its financial assets, mainly loans and receivables as a ‘Basic Financial Instrument’; in line
with FRS 102 Section 11 guidelines.

‘Loans and advances’ are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market and that the Group does not intend to sell immediately or in the near term.

The Group considers its loan portfolio as a basic ﬁnancxal instrument as it complies with points 11.8(b) “a debt

instrument (such as an account, note, or loan receivable or payable) that meets the conditions in. paragraph 11.9
and is not a financial instrument described in paragraph 11.6(b).”

17
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Notes to the financial statements _
Year ended 31 December 2017

Oakam loans meet the conditions a debt instrument shall satisfy in accordance with paragraph 11.8(b)and 11.9
as basxc financial instrument. These are:

a) Return to the lender -The contractual return to the lender, assessed in the currency in which the debt
instrument is denominated is a positive fixed rate.

b) The loans are not inflation linked.

¢) No variation in returns.

d) Loss of principle - the fact that a debt is subordinated to other debt instruments, does not, in itself, affect the
loan’s classification. In other words Oakam loans do not automatically fail to qualify as basic.

e) Early repayment option - Oakam allows the borrower to voluntanly prepay a debt at par. No.fees are charged

on early repayment.
f) Extension terms - For our extended loans i.e. ‘top up’ the original agreement of the loan is cancelled via
termination of contract agreenient and issuing of new contract.

ii) Recognition
The Group initially recognises loans and advances and deposits on the date on which they are.originated. All
other loans are recognised on the date on which the Group becomes a party to the contractual provisions of the

instrument.

Interest income is recognised using the effective interest method. The ‘effective interest rate’ is the rate that

exactly discounts the estimated future cash payments and receipts through the expected life of the financial asset

or financial liability (or, where appropriate, a shorter period) to the carrying amount of the financial asset or

financial liability. When calculating the effective interest rate, the Group estimates future cash flows considering

all contractual terms of the financial instrument, but not future credit losses.

The calculation of the effective interest rate includes transaction costs and fees and points paid or received that
are an integral part of the effective interest rate. Transaction costs include incremental costs that are dlrectly
attributable to the acquisition or issue of a financial asset or financial liability.

5

Turnover presented in the profit and loss account include:

- Interest on financial assets and financial liabilities measured at amortised cost calculated on an effective
interest basis.

- Fee income and transaction related expenses: Fee income and expense that are integral to the effective
interest rate on a fi nanclal asset or financial liability are included in the measurement of the effective
interest rate.

- Other: Bonus rewards generated from our previous ‘Bonus Loan’ product are recognised on a receipt
basis. '

Impairments and Provisions
Identification and measurement of impairment

At each reporting date, the Group assesses whether there is objective evidence that financial assets not carried at

fair value through the income statement are impaired. A financial asset or a group of financial assets is

‘impaired” when objective évidence demonstrates that a loss event has occurred after the initial recognition of the.

asset(s) and that the loss event has an impact on the future cash flows of the asset(s) that can be estimated
reliably.
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Objective evidence that financial assets are impaired includes:
Significant financial difficulty of the borrower or issuer;

o Default or delinquency by a borrower;
The restructuring of a loan or advance by the Group on terms that the Group would not consider
otherwise;

e and indications that a borrower or issuer will enter bankruptcy;

The Group considers evidence of impéirment for loans and advances at both a specific.asset and a collective
level. All individually significant loans and advances are assessed for specific impairment.

Those found not to be specifically impaired are then collectively assessed for any impairment that has been
incurred but not yet identified. Loans that are not individually significant are collectively assessed for
impairment by grouping together loans with similar risk characteristics.

In assessing collective impairment, the Group uses statistical modelling of historical trends of the probability of
default, the timing of recoveries and the amount of loss incurred, and makes an adjustment if current economic
and credit conditions are such that the actual losses are likely to be greater or lesser than is suggested by
historical trends. '

Default rates, loss rates and the expected timing of future recoveries are benchmarked at least once a year against
Aactual outcomes to ensure that they remain appropriate.

Provisioning for impairment
Provision is made against all accounts that are | month or more in arrears. The propensities of accounts at each
stage (i.e. 0, 1, 2 or 3 months) of arrears likely to progress to write off are derived by reference to a three month

transition matrix.

Based upon the transition matrix and allowing for predicted recoveries, the percentages applied to both
outstanding capital and interest is:

Arrears Bucket Factors 2017 Factors 2016
BO (less thar 1 month in arrears) 0.52% 0.72%
B! (1 month in arrears): 42.71% : 42.25%
B2 (2 months in arrears) 61.95% 72.86%
B3 (3 months in arrears) 84.32% . 87.94%

Once accounts become 4 months in arrears they are written off on the basis that historically 99% of such debts
are not recoverable.

From an accounting perspective, capital write offs-and movements in provision are reported as a separate item.
Interest write offs and movements in provision are reflected in interest income. Any recoveries from written off
accounts are recognised on a cash received basis.
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Derecognition

Financial assets are derecognised only when the rights to the cash flows from the asset have expired or are
settled; or the entity has transferred all the risks and rewards of ownership, or where ownership is transferred but
control is relinquished.

Intergroup loans
Classification

The Group considers intergroup loans as a Basic Financial Instruments on the basis that this being a financing
transaction. Therefore the Group measures the debtor or creditor at the present value of the future payments
discounted at a market rate of interest for a similar debt instrument. .

Recognition

As per FRS102.11.13, if the arrangement constitutes a financing transaction, the entity shall measure the
financial asset or liability at the present value of the future payments discounted as a market rate of interest for a
similar debt instrument. The discounted market rate used is in line with the Group’s average cost of debt.

‘Where the loan is made at a non-market rate of interest and the lender and borrower are related parties because
one owns the other or lender and borrower owned the same entity or person, the difference arising on initial
recognition of the loan would be generally accounted for as a distribution or capital contribution. The market
rate would be with reference to the date of initial recognition per FRS102.11.13. The introduction of the
agreement in 2013 substantively changed the terms; the Group recognised the date in 2013 as the initial date of
recognition. This intergroup loan is treated as non current as no notice was served at the year end or post balance
sheet, therefore it is greater than a year.

Measurement
Year |

The loan, held as basic financial instrument, is measured at amortised cost using effective interest rate method.
The effective interest rate determined in the valuation of the loan (based on initial recognition date) will be
applied going forward.

*
Interest received in the parent should be recognised as interest income in profit and loss, and in the subsidiary an
interest expense in profit and loss.

Subsequent years

There are two views under FRS102 with regards to ongoing treatment in terms of unwinding of the interest. The
Company takes a view that the adjustment in FRS102.11.20 is continuous. This means that at each date, the
financial asset and financial liability is continually measured at the net present value discounted by the effective
rate of interest. This has the effect that unwinding of the discount does not commence until the lender exercises
the demand feature right. The impact is that the Oakam Limited only recognises the discount unwinding from
the point the demand feature is exercised, similarly in respect of the lender.

Intangible assets

Intangible assets are measured at cost less accumulated amortisation and any accumulated impairment losses.
Software development costs are recognised as an intangible asset when all of the following criteria are
demonstrated:

¢ The technical feasibility of completing the software so that it will be available for use or sale;

o The intention to complete the software and use or sell it;

e The ability to use the software or to sell it;

i :
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o How the software will generate probable future economic benefits;

o The availability of adequate technical, financial-and other resources to complete the development and to use
or self the software; and

o The ability to measure reliably the expenditure attributable to the software during its development.

Amortisation is charged so as to allocate the cost of intangibles less their residual values over their estimated
useful lives, using the straight-line method. A typical software has an economic useful live between 2 to 5
years. The Group assessed that the estimated useful life of internally generated software is 3 years.

Where software is developed by third party contractors, this software is capitalised and depreciated over its
expected useful life.

If there is an indication that there has been a significant change in amortisation rate or residual value of an asset,
the amortisation of that asset is revised prospectively to reflect the-new expectations.

Property, plant and equipment

Assets are stated at cost net of depreciation and impairment in value Deprec:atlon is provided to write off the
cost or valuation, less estimated residual values, of all assets within this category, except freehold land, evenly
over their expected useful lives. It is calculated at the following rates:

Lease property improvements - 33% per annum straight-line basis

IT and telecoms equipment - 33% per annum straight-line basis

Motor Vehicles - 33% per annum straight-line basis
Taxation

UK corporation tax is provided at amounts expected to be paid/recovered using the tax rates and laws that have
been enacted or substantively enacted at the balance sheet date.

Deferred tax balances are recognised in respect of all timing differences that have originated but not reversed by
the balance sheet date where transactions or events that result in an obligation to pay more tax in the future or a
right to pay less tax in the future have occurred at the balance sheet date. Timing differences are differences
between the Group’s taxable profits and its results as stated in the financial statements that arise from the
inclusion of gains and losses in tax assessments in periods different from those in which they are recognised in
the financial statements.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that, on the basis of all
available 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 differences can be deducted.

When the amount that can be deducted for tax for an asset (other than goodwill) that is recognised in a business
combination is less / (more) than the value at which it is recognised, a deferred tax liability / (asset) is
recognised for the additional tax that will be paid / (avoided) in respect of that difference. Similarly, a deferred
tax asset (liability) is recognised for the additional tax that will be avoided / (paid) because of a difference
between the value at which a liability is recognised and the amount that will be assessed for tax.

Deferred tax is measured using the tax rates and laws that have been enacted or substantively enacted by the
balance sheet date that are expected to apply to the reversal of the timing difference.

Current tax assets and liabilities are offset only when there is a legally enforceable right to set off the amounts
and the Group intends either to settle on a net basis or to realise the asset and settle the liability simultaneously.
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Other loans treatment and recognition

Amortised cost mea.i' mrement

The ‘amortised cost’ of a financial asset or financial liability is the amount at which the financial asset or
financial liability is measured at initial recognition, minus principal repayments, plus or minus the cumulative
amortisation using the effective interest method of any difference between the initial amount recognised and the
maturity amount, minus any reduction for impairment.

Fair value measurement

‘Fair value’ is the amount for which an asset could be exchanged, a liability settled, or an equity instrument
granted could be exchanged, between knowledgeable, willing parties in an arm’s length transaction. When
available, the Group measures the fair value of an instrument using the quoted price in an active market for that
instrument. A market is regarded as active if transactions for the asset or liability take place with sufficient
frequency and volume to provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Group uses valuation techniques that maximise the use of
relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation technique
incorporates all of the factors that market participants would take into account in pricing a transaction. .

The best evidence of the fair value of a financial instrument at initial recognition is normally the transaction price
—i.e. the fair value of the consideration given or received. If the Group determines that the fair value at initial
recognition differs from the transaction price and the fair value is evidenced neither by a quoted pricein an
active market for an identical asset or liability nor.based on a valuation technique that uses only data from
observable markets, then the financial instrument is initially measured at fair value, adjusted to defer the
difference between the fair value at initial recognition and the transaction price.

Subsequently, that difference is recognised in the Profit and Loss account on an appropriate basis over the life of
the instrument but no later than when the valuation is wholly supported by observable market data or the
transaction is closed out.

Leases

Where Oakam has risks and rewards, the classification is a finance lease but all other leases are operating leases.
Their annual rentals are charged to the profit and loss account on a straight-line basis over the term of the lease.
Premiums, reverse premiums and similar incentives received to enter into operating lease agreements are
released to the profit and loss account over the length of the lease.

Trade debtors

Trade debtors are made up of customer loan repayments due. For all loans, instalments are included in the
balance sheet attheir current capital value plus accrued interest.

Provision for doubtful debts and write-offs

Provision is made against all loan accounts that are 1 month or more in arrears. The propensity of accounts at
each stage 1, 2, or 3 months of arrears likely to progress to write off are derived by reference to a three month
transition matrix. A provision is.also made against all cases less that 1 month in arrears. Once accounts become
4 months in arrears they are written off. ) :

Pension costs

Contributions to the Group's defined contribution pension scheme are charged to the profit and loss account in
the year in which they become payable. The assets of the scheme are held separately in an independently
administered fund.

! :
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Dividends

Equity dividends are recognised when they become legally payable. Final equity dividends are recognised when
approved by the shareholders at an annual general meeting.
Dividends on shares wholly recognised as liabilities are recognised as expenses and classified within interest

payable.
Recognition for redress provision

This provision is only referring to impacted customer accounts from 1 January 2008 to 31 August 2014. Where
the accounts for a customer can be fully constituted their amount of redress is exactly as calculated through
running a simulation of their account plus a one off 8% compensation. Where the account cannot be fully
constituted the interest has been estimated.

Financial liabilities and equity

Financial liabilities and equity are classified according to the substance of the financial instrument's contractual
obligations, rather than the financial instrument’s legal form.

2 Financial risk and capital risk management

Financial risk management

The Group’s business expose to a variety of financial risks. The financial risks are mainly categorized as credit
risk, liquidity risk and market risk (including interest rate risk). The objective of the group’s risk management
framework is to identify and assess the risks facing the group and to minimise the potential adverse effects of
these risks on the group’s financial performance. Financial risk management is overseen by the risk committee.

(a) Credit risk

Credit risk is the risk that the Group will suffer from loss in the event of a defauit by a customer. A default
occurs when the customer fails to honour repayments as they fall due. The Group provide for any amounts of
loan principal and interest that is estimated to be irrecoverable from customers.

The Group has at least 70 historical risk performance cohorts showing very stable risk performance throughout
the credit cycle [standard deviation of 6%)], and therefore is sufficiently provisioned to cope with a severe credit
risk stress scores.
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At the end of the financial year, the total trade debtor is £24,367,468 with maximum potential credit exposure of
£6,219,527. The breakdown is as follows:

2017 2016

£ £

Trade debtors due within one year 19,221,761 22,087,150
Trade debtors not due 5,145,707 8,209,317
Total trade debtors 24,367,468 30,296,467
2017 2016

) £ £

Due in arrears 4,013,149 4,281,280
Not due expected amount . 1,540,000 1,591,259
Maximum total exposure — Arrears method - 5,553,149 5,872,539
Maximum total exposure statistical method 6.219.527 6.577.244

* 2 standard deviation of 6% [Based on 70 cohorts for Oakam loan]

2 Financial risk and capital risk management (cont.)
(b) Liquidity risk

Liquidity risk is the risk that the group will have insufficient liquid resources available to meet its operational
plans and/or to meet its financial obligations as they fall due. Liquidity management includes maintaining
sufficient cash reserves to facilitate timing differences between cash outflows and receipt of customer loan
repayments and growth. Cash positions are monitored daily and forecasting is used to manage the stability of the
projected liquidity changes. The Group finance team monitors forecasts of the Group's liquidity requirements to
ensure it has sufficient cash to meet operational needs and satisfying the Group’s banking covenants.

The Group has two main sources o‘ffundil{g:
» Bank funding - committed bank facility from Victory Park Management LLC
» Continued support from Cabot Square Capital LLP

“The Group has limited liquidity exposure due to the short-term nature of the Group’s main loan
products. The Group at any time, and in-order to mitigate risk can reduce the rate of repeat lending and
therefore accelerate the repayment of its trade debtor accouint, to deal with any short or medium term
liquidity constraints. ‘
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Maturity Analysis

Financial liability 2017

Bank facility

Trade payable and accruals

Financial assets 2017

Trade deébtors
Other debtors

Cash and cash equivalent

2 Financial risk and capital risk management

Financial liability 2016

Bank facility

Unsecured long term subordinated deep
discounted bonds

Unsecured long term loan notes

Trade payat;ile and accruals

>l year <5 More than 5
<] year years years Total
- 14,200,000 - 14,200,000
3,132,716 - - 3,132,716
3,132,716 14,200,000 - 17,332,716
: >] year.<5  Morethan$5
<1 year -years years Total
16,145,216 5,145,707 - 2>|,290,‘923
673,867 - - 673,867
3,457,118 - - 3,457,118
20,276,201 5,145,707 - 25,421,908
More than )
<I year >1 year <5years S years Total
27412 13,100,000 - 13,127,412,
- 97,956,549 - 97,956,549
- 977,727 - 971,727
2,609,703 - - 2,609,703
2,637,115 112,034,276 - 114,671,391
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Financial assets 2016

Trade debtors
Other debtors

Cash and cash equivalent

More than
<1 year >I year <S5 years S years Total
19,238,334 8,209,317 - 27,447,651
849,836 - - 849,836
475,271 - - 475,271
20,563,441 8,209,317 - 28,772,758

(¢} Market risk including interest risk
Interest rate risk is the risk of a change in external interest rates which leads to an increase in the Group's cost of
borrowing. The impact of such rate increases is limited, on the liability side and would be largely mitigated by a
re-price customer loans. The Group LIBOR exposure arises from the current wholesale loan agreement with
Victory Park Management LLC with total exposure of £14.2m. The Group currently does not use derivatives to
hedge its interest rate exposure. The sensitivity analysis is shown below: '

Exposure to LIBOR Exposure to LIBOR
Rate hikes Rate hikes
(EBITDA Impact) (Turnover Impact)
LIBOR change £ %

25bps 35,500 0.00
50bps 71,000 0.00
75bps 106,500 0.00
100bps 142,000 0.01

Capital risk management

‘The Group manages its capital to maintain efficient capital structure which includes ensuring all its entities are able to
continue as going concem, maximizing returns whilst satisfying the Group’s banking covenants and regulatory
required by FCA. The capital structure of the Group. consists of cash and cash equivalents and equity attributable to
equity holders of the Group, comprising issued capital, reserves and retained earnings.

2017 2016

_ Cash & cash equivalent, share capital and subordinated debt £ £
Cash at bank and in hand 3,457,118 475,271
Share capital 1,417 1,417
Retained earnings (97,734,616) (82,987,709)
Capital redemption reserve 74,043,980 -
Other reserves 35,081,758 -
Non-callable quasi equity long term debt (deep discounted bonds) - 97,956,549
Long term unsecured loan notes 14,200,000 977,727
29,049,657 16,423,255
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3

4.1

4.2

Critical accounting judgement and key sources of estimation of uncertainty

As part of the preparation of the financial statements, the Group makes estimates and judgements that affect the
reported amounts of assets and liabilities. Estimates and judgements are continually evaluated and are based on

many factors including historical experience and expectations of future events that are believed to be reasonable
under the circumstances. ’

These estimates and judgements are described below:

Impairment losses on loans to customers

Loan impairment losses represent the Group’s best estimate of losses incurred in the loan portfolios at the
balance sheet date. The Group is required to exercise judgement in making assumptions and estimates when
calculating loan impairment losses. :

Impairment provisions are calculated using historical arrears experieénce, modelled credit risk characteristics and
information from external data agencies. :

Estimates are applied to determine prevailing market conditions, customer behaviour (e.g. default rates),

changes in law and regulations and other influences on customer payment patterns. The accuracy of the
provision would therefore be affected by unexpected changes to these assumptions.

Impairment losses and also write' offs are explained in detail in accounting policy under the category of
Impairment and Provision.

Financial instruments
Financial Assets — Oakam Loan.

The recognition of Oakam loans as basic financial asset is discussed in detail in Note | to financial statements,
under the section ‘Revenue treatment and recognition of financial assets’. The board of Directors have
conducted assessment of the loan portfolio to determine whether or not it is a Basic Financial Instrument. The
loan portfolios satisfy all the conditions mentioned in FRS102 paragraph 11.8 and 11.9, as Basic Financial
Instrument.

Financial Liabilities — External Debt

Oakam Limited entered an external debt agreement with Victory Park Management LLC, on 23 November
2017. The loan facility is a wholesale revolving facility with a total facility of £35m. At the end of 2017, the
total principal outstanding debt is £14.2m. The blended funding rate in 2017 was 12.5%. The loan facility is
three year term (yearly extendable). The loan is secured over the ‘receivable book® of the Group.

-

Turnover

Turnover is wholly attributable to the principal activities of the Group and arises solely within the United
Kingdom.

Effective Interest Rate (EIR) Implementation Methodology

Introduction

Recognition of the fees and expenses related to the origination of our loans under the effective interest rate
methodology. '

-

‘The effective interest method is a method of calculating the amortised cost of a financial asset or a financial

liability (or a group of financial assets or financial li"z'x_biliti¢s) and of allocating the interest income or interest
expense over the relevant period. ’ '
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5.

Effective Interest Rate

The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through
the expected life of the financial instrument or, when appropriate, a shorter period, to the carrying amount of the
financial asset or financial liability. .

The effective interest rate is determined on the basis of the carrying amount of the financial asset or liability at
initial recognition. Under the effective interest method:

(a) The amortised cost of a financial asset / (liability) is the present value of future cash receipts / (payments)
discounted at the effective interest rate; and

(b) The interest expense / (income) in a period equals the carrying amount of the \ﬁnanclal liability / (asset).

Methodology for recognising Fees

Oakam charges a fee on its non high cost short-term credit origination business. Those fees are aimed at
covering the costs related to the origination of all loans and are usually capitalised to the loan on origination.
To implement the recognition of our fees using the EIR method we have carried out a loan by loan analysis for
the year 2017 segmented the fees into:
1) Fees for loans originated in 2017 that closed in 2017, and therefore are recognised in 2017.
2) Fees for loans ariginated in 2017 that remained open at the end of the year are recogmsed accordmo to
the time passed sincé inception, using their contractual life.
3) Fees for loans originated in 2017 that were written off during the year or beyond are recognised until
the point of default as they were collected through the repayment of the capital for those loans. The
remaining payable fees are provisioned as part of the provisioning of the unpaid capital.

Information regarding directors and employees

2017 * 2016
Directors’ remuneration Ed - £
Directors’ emoluments o - 272,823 267,444
Emoluments of the highest paid director during the year . 272,823 - 267,444

There was one director in the Group’s defined contribution pension scheme during the year (2016: one). Group
contributions to the defined contribution pension scheme for the highest paid director amounted to £7,940
(2016: £7,522).
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Staff costs during the year (including Directors)
Wages and salaries

Sacial security costs
Employers pension costs (defined contribution scheme)

Average number of employees by function:

Retail
Administration

2017 2016

£ £
5,650,206 6,327,593
633,999 655,776
78,087 72,465
6,362,292 7,055,834
2017 2016

77 3

144 33

221 246

The outstanding pension contributions included in other creditors as at 31 December 2017 amounted to £16,232

(2016: £16,445)

6. Loss on ordinary activities before taxation

This has been arrived at after chargirig:

Depreciation and amortisation
Operating leases — land and buildings
Fees payable to the Company’s auditor and its associates for
the audit of the company’s annual account
subsidiaries
Group

Fees payable for taxation

2017

1,073,002
1,109,058

66,420

17,797

2016

1,040,451

1,390,946

48,000
8,400

6,180
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7. Interest payable and similar charges

‘Bank loan and overdraft

Arrangement fees for bank loan facility
Deep discounted bond interest '
Loan note interest . .

8. Tax on loss on ordinary activities

‘Loss on ordinary activities before tax

Expected United Kingdom corporation tax (credit) /
charge at 19.25% (2016: 20.00%)

Effects of:

Expenses not deductible for tax purposes
Enhanced deduction

Adjustments from previous periods
Interest deductible on paid basis
Deferred tax not recognised

Accelerated capital allowances
Utilisation of brought forward losses

2017 2016

£ £

803,753 464,614
43,542 1,174,317
10,919,168 12,809,554
140,384 128,180
11,906,847 . 14,576,665
2017 2016,

£ £
(15,185,179) (16,956,455)
(2,923,147)  (3,391,291)
2,219 16,571
(2,269) (2,202)
230,500  (367;519)
2,091,233 2,435,651
953,166 190,534
(121,160) -
- 750,737

230,542 (367,519)
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Deferred tax

Amounts not recognised (at the closing tax rate)

Fixed assets (914,427) (654,205)
Timing differences - trading (3,084) (2,796)
Timing differences — non-trading (13,382) - (11,818)
Ré&D claim (5,490) -

Losses - (4,106,691) (3,356,323)

(5,043,074) (4,025,142)

The Group did not recognise a closing balance sheet deferred tax asset as at 31 December 2017 of £5,043,074 in
respect of short-term timing difference and losses (2016: £4,025,142). This is because it is uncertain whether profits
will be available against such timing differences and can reverse in the foreseeable future.

As at 31 December 2017, the standard rate of corporation tax in the UK was 20%. The standard rate of tax changed
from 20% to 19% with effect from 1 April 2017. Accordingly, the group's profits for the year ended 31 December
2017 have been taxed at the effective rate of 19.25% (2015: 20.00%).

Changes to the UK corporation tax rates were substantively enacted as part of Finance Bill'2015 (on 26 October
2015) and Finance Bill 2016 (on 7 September 2016). These include reductions to the main rate to reduce the rate to
19% from 1 April 2017 and to 17% from 1 April 2020. Deferred taxes not recognised at the balance sheet date have
been mieasured using these enacted tax rates. ' ’

9. Intangible Asset

Software
£

Cost
At 1 January 2017 4,071,170
Additions 1,305,246
At 31 December 2017 5,376,416
A;ﬁorlisalion
At 1 January 2017 (2,635,698)
Charge for the year (879,462)
At 31 December 2017 (3,515,160)
Net book value '
At 31 December 2017 1,861,256

At 31 December.2016 ' 1435472

R [ : -t
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10.  Property, Plant and Equipment

Lease property

improvements
£
Cost
At 1 January 2017 3,022,841
Additions 37,180
Disposals (5,118)
At 31 December 2017 3,054,903
Depreciation
At | January 2017 (2,913,906)
Charge for the year . (75,090)
" At 31 December 20]7 (2,988,996)
Net book value
At 31 December 2017 65,907
At 31 December 2016 108,935

11. Investments

The Group is 100%:owner of Oakam Finance Limited’s “A” shares (the financing company of the Group).

Through its ownership of Oakam Finance Limited (which fﬁlly owns Oakam Limited and Oakam Broking
Limited, currently dormant), the Group is also 100% owner of Oakam Limited (a specialist financial services

provider).

IT and

telecoms Motor
equipment vehicles Total
£ £ £
1,958,310 5,210 4,986,361
91,841 - 129,021
- - (5,118)
2,050,151 5,210 5,110,264
(1,784,469) (5,210) (4,703,585)
(114,192) - (189,282)
(1,898,661) A{5,210) (4,892,867)
151,490 - 217,397
173,840 - 282,775

‘Al of the above companies are incorporated in the United Kingdom and registered in England and Wales. The

companies make up the Oakam Group which is a Specialist Financial Services provider operating through a

retail network of money stores.

32



Oakam Holdings Limited

Notes to the financial statements -
Year ended 31 December 2017

- 12.  Debtors

Group Company Group Company

31 December -31 December 31 December 31 December

2017 2017 2016 2016

£ £ £ £
Trade debtors 19,221,761 - 22,087,150 -
Provision for doubtful debt ’ (3,076,545) - (2,848,816) -
Other debtors 673,867 8 495,364 . 8
Corporation Tax - - 354,472 -
Prepayments and accrued income 1,093,264 - 790,010 -
Intergroup ‘ - 544 - -
Amounts falling due within one year 17,912,347 552 20,878,180 ° 8

Amounts falling due after one year

Trade debtors . 5,145,707 i - 8,209,317 -
Prepayments and accrued income 388,145 - 404,083 -
Total debtors 23,446,199 552 29,491,580 8

Included within prepayments and accrued income are rent deposits of £388,145 (2016: £404,083) which are
secured by a number of rent deposit deeds. ‘

13 Creditors: amounts falling due within one year

Group Company Group Company

31 December 31 December 31 December 31 December

2017 2017 2016 2016

£ £ £ £

Bank loans and overdrafts - - 27,412 -
Trade creditors 1,128,293 - 620,963 -
Other tax and social security 188,885 - 182,900 -
Other creditors 17,832 - 18,469 -
-Accruals and deferred income 1,710,233 - 1,787,370 . -
Intergroup - 38,985 . - -
Withholding tax 87,473 - - - 35,341
3,132,716 38,985 . 2,637,114 35,341

33



Oakam Holdings Limited

Notes to the financial statements
Year ended 31 December 2017

14 (i) Provisions - Remediation

Opening Balance as at | January
Additions
Realised- during period

Closing Balance as at 31 December

Where the accounts for a customer can be fully constituted their amount of redress is exactly as calculated through

Group
31 December
2017

£
0

(200,000)
26,484

(173,516)

Group -

31 December
2016

£
(50,322)

50,322

running a simulation of their account plus a one off 8% compensation. Where the account cannot be fully constituted

the interest has been estimated.

(ii) Provisions — Qakam Grow

Opening Balance as at 1 January
Additions

Releases

Realised during the period

Closing Balance as at 31 December

Total Provisions at 31 December ’

2017
£

(85,419)

2,220

(83,199)

(256,715)

2016
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15.  Creditors: amounts falling due after more than one year

"Group Company Group Company

31 December 31 December 31 December 31 December

2017 2017 2016 2016

£ £ . £ £

Bank Loan 114,200,000 - 13,100,000 -
Unsecured deep discounted bonds - - 34,831,758 -
Loan notes - - 550,738 -
Interest accrual - - 63,551,780 -
14,200,000 - - 112,034,276 -

Bank loan and facility fees are in relation to Victory Park Management LLC. The total principal amount of

£14.2million was outstanding under the revolving facility as at 31 December 2017. The loan is three years from

the effective date (yearly extendable) wholesale revolving facility. The loan is secured by a fixed and floating

charge over the assets of the group. The loan carries interest of LIBOR plus 12.5% p.a. An intercompany

guarantee is secured over the assets of the company. Oakam Limited and Oakam Finance Limited are included
" in this guarantee.

16. Commitments under operating leases

The Group’s total future minimum lease payments under non-cancellable operating leases as set out below:

2017 2016
Land and Land and
Buildings buildings
£ £

Operating leases which expire:
i) Within one year 1,088,341 1,378,042
ii) Between 1 and five years 1,802,931 3,576,887
iii) After five years 105,000 ) 895,598
2,996,272 5,850,527

The Group had no commitments under non-cancellable finance ieases.

The Company had no commitments under non-cancellable finance or operating leases.
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17.  Called up share capital

Companyb

Authorised, issued, called up and fully paid.

Date Transaction
As at .
31 December 2016 Number
Amount (£)
Date _ Transaction
As at
31 December 2017 Number
Amount (£)

l’an

"A" "B’l "'Cl' "E" Totnl
Shares Shares  Shares Shares Shares Shares
£0.01 £0.01 £0.01 £0.01 £0.01 £0.01
71,891 50,000 3,271 3,000 13,500 141,662
719 500 33 30 135 1,417
"B" "C’l 'lDl’ "E" Total
"A" Shares Shares Shares Shares - Shares Shares
£0.00001 £0.00001 £0.00001 £0.00001 £0.00001 £0.00001
71,891,097 50,000,000 3,271,005 3,000,000 13,500,000 141,662,100
719 500 33 30 135 1,417

On 4 October 2017, 97 Ordinary “A” shares and 3 Ordinary “C” shares were issued in consideration for
109,125,738 “B” shares in Oakam Finance limited.

The "A" Shares and the "C" Shares have certain rights to returns on the profit or dividends ahead of the "B",

"D" and "E" Shares.

Only “A” and “E” classes of shares have voting rights.

36



K]

Qakam Holdings Limited

Notes to the financial statements
Year ended 31 December 2017

18.

19.

Reconciliation of operating profit to net cash inflow/(outflow) from operating activities

Group Group

2017 2016

£ £

Operating loss (3,279,515) (2,379,889)
Depreciation ‘ 1,068,744 1,040,451
R&D.tax credit (230,542) -
(Increase)/decrease in debtors . 6,046,563 (9,949,996)
Increase in creditors 495,602 535,687
Increase/(decrease) in provisions 256,715 (50,322)
Net cash (outflow) / inflow from operating activities 4,357,567 (10,804,069)

Related party transactions

Subsidiary, parent and ultimate controlling party

The ultimate controlling party is CS Capital Partners I1I L.P. CS Capital Partners 11l L.P provided the capital to
the group structure by way of non-callable quasi equity long term debt (deep discounted bonds). Those deeply
discounted bonds and their interest accrued were capitalised in 2017, with the capital arising from all interest

accrued being reduced.

2017 2016
£ £
Non-callable quasi equity long term debt (deep discounted bonds) - 34,831,758
2017 2016
£ .
63,124,791

Interest accrued to date . -
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b) Directors’ loan and transactions

During the. year the Company had loan agreement with the following director:

2017 2016

£ £

' Amount due to director at year end’ . o - 550,737
2017 2016

£ £

Interest accrued to date ) . . - 426,989

20.. Key management personnel

2017 2016
£ £

Total remuneration of key management personrel 424,381 400,750

Key mianagement personnel are those persons having authority and responsibility for planning, directing and

controlling the activites of the entity, directly or-indirectly, including any director. The remuneration includes all

employee benefits; all forms of consideration paid.
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