Company Registration No, 06968588

Funding Circle Limited

Report and Financial Statements




Funding Circle Limited

Report and financial statements 2012

Contents Page
Officers and professionnl adyisers 1
Directors' report 2
Directors’ responsibifitics statement 3
Independent auditor®s report 4
Profit and loss account 6
Balance sheet 7

Notes to the financial statements 8




Funding Circle Limited

Officers and professional advisors

Directors

S Desar

A D Learovd
J Meekmgs
N Rumer

E Wray

Secretary

J Meekings
Ovalsec Limuted

Registered Office

99 Southwark Street
London

SE1 OJF

United Kingdom

3 Dorset Rise
{.ondon
EC4Y 8EN

Auditor

Delome LLP

Hil House

1 1 attle New Sireet
I ondon

EC4A 51R

Umited Kingdom

(effective unul 16 May 2012)
{effective from 16 Mav 2012)

(effective unul 05 November 2012)

(effectuive from 05 November 2012)




Funding Circle Limited

Directors’ Report

The directors present their report together with the financial statements for Funding Circle Limited (the “Company %)
for the year ended 31 December 2012 The Campany was mcorporated on 21 July 2009 [t commenced developing a
website 1o facinate the raising of finance. for businesses in January 2010 The website became operational in August
2010 The Company became a wholly-owned subsidiary of Funding Circle Holdings Limited in February 2010

Ttus Directors’ Report has been prepared m accordance with the special provisions relating (o small compamies under
5418 of the Companies Act 2006

Principal activities
Ihe principal activity of the Company 15 to facshtate the raising of finance for busimesses through a website

The direciors have a reasonable expectation that the Company has adequate resources to continue 1n operational
evistence for the foresecable future Thus they continue 1o adopt the going concern basis i preparing the financial
slalements

irectors
I'he direciors who served during the vear and as ai the date of this report were

S Desas

A D Learoyd
} Mechings
N Rimer

L Wray

Auditor
Each of the persons who 1 @ director ai the date of approval of this repont confirms that

* <o far as the director 15 aware, there 1s no relevant audit information of which the Company’s auddor 15 unaware,
and

« the director has 1aken all the steps that he/she ought 1o have taken as a direcior in order to make himselfrherself
aware of any relevant audit information and to establish that the Company s anduor s aware of that information

This confirmation s given and should be mterpreted in accordance wuh the provisions of 54 18 of the Comparues Act
2006

Delonte LLP have expressed thetr wilhingness to accept the appointment as anditor and a resolution to reappomt them
will be proposed at the torthcoming Aunual General Meeting

Approved by the Board of Direciors
angf signed on behall of the Board

31 July 20)3
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Funding Circle Limited

Directors’ responsibilities statement
p

The directors are responsible for prepartng the annual report and the financial statermenis in accordance with
applicable law and regulauoens

Company law requires the directors to prepare financial statemems for each financral year Under that law the
directors have elected to prepare the financial staiements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accountung 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
affars of the Company and of the profit or {oss of the Company for that year In preparing these financial statements
the directors are required 10

s sclect suttable accounting pohictes and then apply them consistently,
» mahe judgements and estimates that are reasonable and prudem.

+ state whether applicable UK Accountmg Standards have been followed, subject to any materal departures
disclosed and explamed 1 the financial statements, and

« prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that the Company
will continue in business

The dwectors are responsible for keeping adequate accounting records that are sufficient 1o show and explan the
Company s transactions and disclose with reasonable zucuracy at any ume the financial position of the Company and
to enable them to ensure that the financial statements comply with the Companics Act 2006 They are also
responsibic for safeguarding the assets of the Company and hence for taking reasonabie steps for the prevention and
detection of fraud and other irregulanties

(%)




Independent auditor’s report to the members of

Funding Circle Limited

We have audited the financial siatements of Funding Circle Linuted for the year ended 31 December 2012 which
compnse the profit and loss account, the balance sheet and the related nowes 1 to 17 Fhe financial reporting
framework that has been apphed in thew preparation 1s apphicable law and United Kingdoem Accounting Standards
(Unnted Kingdom Generally Accepted Accounting Practice)

This report 15 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 1o them in an audsoer s report and for no other purpose To the fisllest exsent
permitted by law. we do not accept o1 assume responsibility to anyone other than the company and the company's
members a5 a body, for our audit work, for this report or for the opinions we have formed

Respective responsiihities of directors and anditor

As explained more fully in the Directors Responsibihuies Statement the directors are responsible for the preparation
of the financal statements and for bemng satisfied that they give a true and fair view  Our responsibility 1s to audit and
evpress an opinton on the financial statements in accordance with apphcable law and International Standards on
Auditing (UK and freland) Those standards require us to comply with the Avdiung Practhices Board’s Ethical
Standards for Audntors

Scope of the audit of the Onancial statements

An audit involves obtaining evidence about the amounts and disclosures in the tinancral starements suffictent 10 give
reasonable assurance that the financial statements are free from matenal nusstatement whether caused by fraud or
error This includes an assessmemt ot whether the accounting policies are appropriate to the company's
circumstances and have been consistently applied and adequately disclosed. the reasonableness of sigmficam
accounting estimates made by the directors. and the overall presentation of the financal statements  In addiien we
read all the financial and non-financial information m the annual report 1o 1dentity material mconsistencies with the
audited financial staiements If we become aware of any apparent material misstalements Or IMCONSISIENCIES we
consider the umplications for our repon

Opimon on financial statements
in our opinion the financial statements

e give atrue and fair view of the state of the company s atfars ay at 31 December 2012 and of'its loss for the vear
then ended

* have been praperly prepared 1n accordance with United Kingdom Generally Accepted Accounung Pracuce and
¢ have been prepared in accordance with the requirements of the Companies Act 2006

Opunen on other matter prescribed by the Compantes Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial statements
are prepared 15 consistent with the financial statements




Independent auditor’s report to the members of

Funding Circle Limited (continued)

Matters on which we are required to report by exception

We have nothing 10 report i respect of the following malters where the Companies Act 2006 requires us to report to
you 1f 0 our opinion

-

adequate accounting records have not been kept, or retumns adequate for our audst have not been received from
branches not visited by us, or

the financial statements are not i agreement with the accounung records and returms or
certain disclosures of directars remuneration specified by law are not made or
we have not recerved all the information and explanations we require tor our audit

the directors were not enhitled 1o take advantage of the small companies exemption 1n preparing the directors’
report

T

Carrath Marshall (Sentor statutory auditor)

for and on behalf of Delowtie 1P

Chartered Accountants and Statutory Audrtor

London. Unated Kingdom
31 July 2013




Funding Circle Limited

Profit and loss account
Year ended 31 December 2012

2012 2011

Notes £ £

Turnover 2 1,925 845 503,504
Cast of sales (440 098) (87,771
Graoss profit 1.485.747 417 822
Administrative expenses {5 343.097) (1 560.806)
Operating loss 3 (4 057.350) (1,142 984)
Interest recervable and similar mcome 34152 1,375
Loss on ordinary activities before taxation (4.023 198) (i 141 609)
Tax credit on loss on ordinary activities 6 187.868 -
Loss for the year 13 (3,835 330) (1 141,609)

The profit and loss account has been prepared on the basis thar all operations are continuing operations

There are no recognised gams or losses other than those passing through the profit and loss account in the current or
prior vear and as such. no statement of recognised gans and losses has been presented

The notes on pages 8-16 constitule an integral part of the financial statements




Funding Circle Limited

Balance sheet
As at 31 December 2012

2012 2011
Notes £ £
Fixed assets
Tangible assets 7 335.498 32,046
Investmems 3 2 2
335.500 32,948
Current assects
Debtors 9 538.490 56 849
Cash at bank and m hand 6.259 018 1,417,192
6,797,508 1 474,041
Creditors amounts falling due
within one ycar 10 {577 355) (166 109)
Net current assets 6 219.953 1,307 932
Total assets less current habiltties and net assets 6 555453 ! 340.880
Fotal assets less total habibhties 6,555,453 1,340 880
Caputal and reserves
Called up share capnal 11 11,931,089 2970 789
Share premium 12 119 302 29 699
Profit and loss account 13 (5.494,938) (1.659,608)
Shareholdersy' funds 14 6 555,453 1.340 880

{he notes on pages 8-16 consutute an integral part of the financial statements

The financial statements of Funding Circle Limited, registered number 06968588 were approved by the Board of
Directors on 25 July 2013

Sighed on behalf of the Board of Directors

5 Dega
Dhraetor




Funding Circle Limited

Notes to the financial statements
Year ended 31 December 2012

Accounting pohcies

I'he financial statements have been prepared under the historical cost convention and 10 accordance with the
applicable United Kingdom law and accounting standards

Going concern

The Company made a loss of £3,835.530 dunng the year ended 31 December 2012 (2011 loss of £1 141,609),
its second trading pertod as a result of significant investment in staff, wechnology and markeung Further
losses are expected during 2013

During the year ended 31 December 2012, the parent company converted an £8m intercompany recervable
balance from the Companv into capital investment in the Company and made an addinonal capital mvestment
of £1 Im by cash The directors are confident that the sustained funding from the parent company will enable
Funding Circle Limited to contanue trading until it reaches full profitability The ¢ash balance of the company
as ut 31 December 2012 was £6 3m (2011 £1 4m) Having made enguiries with management the directors
therefore consider 1t appropriate to prepare the accounts on the going concern basis

Cash flow statement

The Company has taken advantage of the exempuen in Financial Reporting Standard No | from the
requirement 1o produce a cash flow staterent on the grounds that 1t s a4 small company

Revenue recognition

Tumover represents fees recervable from lenders and borrowers for the arranging of finance Borrowers®
revenue 15 recoginised immediately upon acceptance of the leans by borrowers Completion fees are
autemaucally deducted from the amount borrowed Secondary market revenue 1s recogmised upon sales of loan
parts by lenders Service revenue is recognised upon repayments ot [oan parts Due to the conditions of the
trade there are no parually completed contracts on the balance sheet date amd no advance payments from
customers

Tangible fived assets

Tangible fined assets are stated at cost less depreciation and any provision for imparment  Depreciation 15
provided on all tangible fived assets, at rates calculated to write ofV the cost less estimated residual value of
cach asset on a straight-line basis over its eapected useful hife as toliows

Computer equipment . 33 3% per annuny
Furmiture and fistures 20-33 3% per annum
Leasmg

Rental payments urder operating leascs are charged to the profit and loss account on a straight-hne basis over
the period of the fease

Investments
Fined asset investments are staied at cost less provision for diminuiron n value
Taxaton

Current tax, sncluding UK corporation tax and foreign tax 1s provided at amountis expected to be recovered
using the tax rates and laws that have been enacted or subsiantively enacted by the balance sheet date

Deferred taxation

Deferred tax 18 recognised in respect of all uming differences that have onginated but not reversed at the

balance sheet date where transactions or events that result in an obligation 1o pay more (ax in the future or a
right 10 pay less tas i the future have occurred ot the balance sheet date Tumuing differences are diftferences
between the Company's taxable profits and its results as stated in the financial statements that arise from the




Funding Circle Limited

Notes to the financial statements
Year ended 31 December 2012

i Accounting pohicies (continued)

ncluston of gans and losses 1n tax assessments i periods different from those in which they are recognised in
the financial statements

A net deferred tax asset 1s regarded as recoverable and therefore recognised only to the extent that, on the basis
of all available evidence, 1t can be regarded as more likely than not that there will be suntabie taxable profits
from which the future reversal of the underlying timing difterences can be deducted

Deferred tax is measured at the average tax rates that are expected to apply i the periods in which the uming
differences are expected 10 reverse, based on ax rates and laws that have been enacted or substanuvely
enacted by the balance sheet date  Deferred tas 15 measured on a non-discounted basis

Group accounts

The financial statements present mformation about the Company as an individual undertaking and not abour 1ts
group Vhe Company has not prepared group accounts as it 15 exempt from (he requirement to do so by section
400 of the Campantes Ace 2006 as 1t 15 a subsidiary undertaking of Funding Circle Holdings Limited. a
company incorporated 1n the United Kingdom. and 1s included 1n the consohdated accounts of that company

[

Turnever

[ he total tumover of the Company {or the vear has been derived from uts principal activity wholly undertaken
n the United Kingdom

3 Operating loss

2012 2011
£ £
Operatmg loss s stated after charging
Depreciation of owned tanguble assets 36,489 6,797
Operating lease rentals
- Other asscts 90.510 60,000
- Land and buildings 122 947 46 519
Auditor’s remuncration for audit services (including
eApenses) 22,600 15.750
Auditor s remuneration tor tux advisory services 6,600 5.800
Audior s remuneration for other services 23.930 -
4 Directors’ emoluments
2012 2011
£ £
Emoluments tor qualifying services 315,207 136.976

The total emoluments of the highest paid direcior did not exceed £200,000 tn enher the current or previous
pertod  The highest paid director did not exercise any share oplions 1 the year The highest paid director 1s
not a member of any defined benefit pension schemes




Funding Circle Limited

Notes to the financial statements
Year ended 31 December 2012

5. Employees
Number of employees

The average monthly number of employees (including directors) dunng the vear was

2012 2011
Number Number

Admimstrative 31 9 I

Employment costs (including Directors® emoluments) during the year

2012 20t1
£ £
Wages and salarics 1,756,427 419 174
Socal secunity costs 205,965 45 621

1 962,392 464,795

6. Tavation '
2012 2011
£ £
Current tax (credit)/ charge (125987 -
Adjusiments in respect af prior vear (G].881) -
(187 868) -




Funding Circle Limited

Notes to the financial statements
Year ended 31 December 2012

6. Taxation (eantinued)

Factors affecting the tax charge for the year

2012 2011
£ £
Loss on ordinary activities before tanatton (4.023.198) (1.14) 609)
L.oss on ordinary activities before xation muluplied by blended
standard rate of UK corporation tax of 20% (2011 20 25%) (804.640) (231 176)
Effects of
Non deductible expenses 13096 3 809
Accelerated capual altowances 5665 (5,861
Research & Development tax credit (125 987) -
Adjustments in respect of prior years (61 881) -
Linrelieved tax losses 683.879 233,228
Current tax {credit)/charge {187.868) -
Beferred tax s provided as follows:
Deferred tax s calculated at 20% (2011 20%) analysed over the following tming differences
2012 2011
£ £
Accelerated capital allowances 5665 (5.593)
Tax losses available 970878 332,402
976.543 326 509
Unrecognised deferred tax asset (976.543) (326.509)

Provision tor deferred taxation

The Company has tax losses of £4 854 390 to carry forward against future trading profits Deferred tax assets
of £976.543 (2011 £326.509) have not been recognised in these accounts because there s insufficient evidence

over theiwr recoverability




Funding Circle Limited

Notes to the financial statements
Year ended 31 December 2012

Cost

At | January 2012 and at 31 December 2012

7. Tangible fived assess
Camputer Furniture and
eguipment fixtures Total
£ £ £
Cost
AL3§ December 2011 34 070 7106 41,176
Additions 98.078 254 727 352,805
sposals (775%) (10.941) (18 696)
At 31 December 2012 124 393 250 892 375 285
Accumulated depreciation
AL31 December 2011 7224 1.006 8.230
Charge for the year 24232 12257 36,489
Disposals (1.229) (3.703) (4932)
At 31 December 2012 30.227 9.560 39,787
Net book value
AL 31 December 2012 94166 241 332 335 498
At 31 December 2011 26.846 6.100 32946
8 Fired asset investments

Investments
i subsidiary
undertahings

(9]

The Company holds the entire share capital of Funding Cirele Recoveries Lumited a company incorporated tn
the United Kingdom and the entire share capital of Funding Circle Asset Finance Limited a company

incorporated in the Unned Kingdom on 2 November 201 |




Funding Circle Limited

Notes to the financial statements
Year ended 31 December 2012

9. Debtors

2012 2011
£ £
Trade debtors 1471 -
Other debtors 30940 11,879
Tan credits recevable 187.868 -
Prepavments and accrued income 124 694 8.170
Rent deposit 191 241 34,800
Amounts due from parent company - 1,000
Amounts due from subsidiaries 2,276 -
538,490 56.849

10.  Creddors. amounts fathing due within one year
2012 2011
£ £
Trade creditors 277,603 114,260
Faves and social secunty costs 83471 25.273
Other creditors - 60
Accruals and deferred mcome 216 781 26 514
Amounts due to subsidiary underiabangs - 2

577,355 166,109

t1.  Called up share capital

2012 2011

£ £
Allotted, cailed up and fully paid

11 931,089 ordinary shares (2011 2,970 789 ordinary shares) of £1 each 1

931 089  2970,789

12 Share premium 119 302 29 609

During the year ended 31 December 2012, the Company has issued 8 960,300 ordmary shares of £1 each by
way of conversion of the balance payable to the parent company of £7 966 0235 and additional cash
consideration received of £1.083 878, gtving rise 10 an increase in share premium of £89.603 Funding Circle
Holdings Limuted rematns the sole shareholder of the Company




Funding Circle Limited

Notes to the financial statements
Year ended 31 December 2012

i3

4

Statement of movements In reserves

Retained deficu as at 31 December 201 |
Loss for the year

Retamed deficu as a1 31 December 2012

Reconcihation of moyements in shareholders® funds

Loss for the financial year
Proceeds from 1ssue of shares

Net increase n sharcholders' funds
Opening shareholders' funds/(deficit)

Closing shareholders funds

Financial commitments

Profit
and {055

account
£

(1 659.608)
(3.835.330

(5.494 938)

———=

2012 201
£ £

(3.835,330) (1.141.609)
9049903 2999 588

5214573 1.857979
1 340 880 (517.099)

6,955,453 1.340.880

At31 December 2012 the Company was committied to making the tollowing annual payments under nen-

cancellable operating leases as fallows

2012 2011
Land and Land and
buildings Other  buildmgs Other
£ £ £ £
Operating leases which expire
Within one vear - - - -
Between 1wo and five vears 254,988 - 69 600 60,000
254,088 - 69,600 60,000

Related party transactions

The Company has 1aken advantage of the exemption conferred by Financia) Reporting Standard No 8 from the

requirement to disclose details of ransactions with group companies

Ultimate parent company

The directors regard Funding Circle Holdings Limited, a company mcorporated in the United Kingdom and
registered m England and Wales, as the immediate and ultimate parent company Fhe directors regard Samir

Desai who 1s alsa a director of the Company as the ultimate controlling party




