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Financial Investigations and Recoveries (Europe) Limited
Report and financial statements 2012

Directors’ report

The Directors present their annual report on the affairs of Finanuial Investigations and Recoveries (Europe)
Limited (the “Company™), together with the financial statements and auditor's report, for the year ended
31 December 2012

Principal activities and business review

The Company’s core business Is the provision of recovery services in respect of defaulted consumer loans in the
United Kingdom on behalf of fellow group companies for which 1t receives a service fee

Turnover for the year ended 31 December 2012 was £438,000 (14 months ended 31 December 2011 £589,000)
reflecting a shorter accounting period of 12 months and a reduction 1n collections made on behalf of fellow
group companies

Results and dividends

The andited financial statements and related notes for the penod ended 31 December 2012 are set out on pages
7 to 13 The Company made a loss on ordinary acuivities before taxation for the year to 31 December 2012 of
£176,000 (14 months to 31 December 2011 £211,000) The Directors do not recommend the payment of a
dividend (2011 ml)

Fmancial risk management objectives and policies
Cash flow and credit 115k

As descrnibed m note 11 to the financial statements, the Company 15 a member of the Cabot Credit Management
group of companies (the “Group’ ) Conscohdated accounts for the Group are drawn up for Cabot Financial
Lmted and Cabot Credit Management Limited The Company provides collections services to the Group and
receives consumer accounts to collect from these related parties Therefore the majonty of the risks 1t faces are
related to the performance of the rest of the Group

The principal activity of the Group 1s the purchase and recovery of defaulted consumer loans and the principal
nisks attached are explained in the accounts of the Group To mitigate these risks the Group has developed, and
continues to refine, detalled management reporting on individual portfolio performance and re-forecasts future
collections on each portfolio on a monthly basis

Due to the long-term nature of the collection strategies employed, the Company will continue to be exposed to
possible changes in legislation and economuic trends To matigate these risks, semor employees of the Group play
an active role n trade and industry bodies to ensure that any changes 1n the legislative collections environment
are monitored and assessed as soon as practically possible To mitigate economic nsk the Group does not
generally enter into long-term fixed-price purchasing arrangements with a duration of more than one year

Price rnisk

The market within which the Company operates 1s hughly compeutive with a large number of buyers tendenng
for portfolios that come to market In order to mutigate this risk the Group on behalf of fellow group
undertakings continues to mvest i pricing models and methodologies to ensure that segmented sub-portfolios
can be accurately priced so that those parts of portfolios with the highest chance of meeting collections
expectations are purchased

Gowng concern and hquidity nisk

The Company s business activities, together with factors likely to affect its future development, performance
and posttion are set out in the Business review of this report  The financial position of the Company and
liquidity position are described in the financial statements on pages 7 to 13 The Company made a loss on
ordinary activities before taxation for the year 10 31 December 2012 of £176,000 (14 months to 31 December
2011 £211,000), had net current habihties and deficit on shareholders™ funds at 31 December 2012 of £656,000
(31 December 2011 £523,000)
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Financial Investigations and Recoveries (Europe) Limited
Report and financial statements 2012

Directors’ report (continued)

Finanaal risk management objectives and policies (continued)
Going concern and liquuidity 115k {continued)

The Company’s core business 1s providing recovery services in respect of defaulted consumer loans to the wider
group of companies and 1s therefore dependent on the financial condition and support of the Group The
Company s ulumate parent undertakmg has confirmed it will continue to support the Company for the
foreseeable future

During the year to 31 December 2012 the Group completed a fundamental restructuring of its financing
arrangements to benefit from an increase n the long-term funding available to the Group In September 2012
the Group 1ssued £265 million of Senior Secured Loan Notes due 2019 to mncrease 1t permanent financing
structure, and secured a new semor committed revolving credit facility of £50 milhion which 1s not due for
renewal until September 2017 The semior commutted revolving credn facility 15 repaid at intervals of between
one and three months or relled forward at the discretion of the Group

The proceeds from 1ssue of the £265 milhon of Semor Secured Loan Notes due 2019 were used 1n part to repay
the sentor credit facihities in place at 31 December 2011 which were due to mature in February 2016 The
amount repaid i September 2012 was £155 5 million and the facihity was cancelled at that date

The assets of the Company have been pledged as secunity for the Sentor Secured Loan Notes due 2019 and the
sentor secured revolving credit facility

The Group has remained comphant during the year to 31 December 2012 with all the covenants contained in the
loan notes 1ssued and semor credit facilities, and the Group's latest forecasts and cash flow projections have
been reviewed and do not indicate any significant uncertainty over the Group’s ability to operate within the
requirements of the financing arrangements in place and therefore 10 continue as a going concern

After making enquiries, the Directors have a reasonable expectation that the Company has adequate resources to
continue 1n operational existence for the foreseeable future  Accordingly, they continue to adopt the gomg
concern basis in preparing the annual report and accounts

Directors

The Directors who held office throughout the period, except as noted, were as follows

N Clyne

G P Crawford

S N Mound

1 D Randall (resigned 1 August 2012)

C Ross-Roberts (appointed 24 July 2012)

Supphier payment policy

It 1s the Company s policy to abide by the terms of payment agreed with suppliers
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Financial Investigations and Recoveries (Europe) Limited
Report and financial statements 2012

Directors’ report (continued)

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

* <0 far as the Director 1 aware there 15 no relevant audit information of which the Company’s auditor 15
unaware, and

e the Director has taken all the steps that he/she ought to have taken as a director in order to make
himself/herself aware of any relevant audit information and to establish that the Company’s auditor 1s aware
of that mnformation

This confirmation 15 given and should be interpreted n accordance with the provisions of 418 of the
Compames Act 2006

Deloitte LLP have expressed their willingness to continue 1 office as auditor and a resolution to reappoint them
will be proposed at the forthcoming Annual General Meeting

Approved by the Board of Directors on 14 February 2013 and signed on behalf of the Board

s

C Ross-Roberts
Darector

25" March 2013
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Financial Investigations and Recoveries (Europe) Limited
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Statement of Directors' responsibilities

The Directors are responsible for preparing the Annual Report and the financial statements i accordance with
applicable law and regulations

Company law requires the Directors 1o prepare financial statements for each financial year Under the law, the
Directors have elected to prepare the financial statements n accordance with Umited Kingdom Generally
Accepting Accounting Practice (Unmited Kingdom Accounting Standards and applicable law)

Under company law, the Directors must not approve the financial statements unless they are sausfied 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
peniod In prepanng those financial statements, the Directors are required to

* select suitable accounting policies and then apply them consistently.
e make judgements and estimates that are reasonable and prudent,
¢ state whether applicable UK accounung standards have been followed, and

¢ prepare the financial statements on the gomng concern basis unless 1t 15 mapproprate to presume that the
Company and Group 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
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Financial Investigations and Recoveries (Europe) Limited

Independent auditor's report to the members of Financial Investigations
and Recoveries (Europe) Limited

We have audited the financial statements of Fiancial Investigations and Recoveries {Europe) Limted for the
year ended 31 December 2012 which comprise the profit and loss account, the balance sheet and the related
notes | to 12 The financial reporting framework that has been apphed 1n their preparation 1s applicable law and
Umnited Kingdom Accounting Standards (Umited Kingdom Generally Accepted Accounting Practice)

This report (s made solely to the Company’s members as a body. in accordance with Chapter 3 Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we rmght state to the Company’s members
those matters we are required (o state to them i an auditor's report and for no other purpose To the fullest
extent permutted 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 opimons we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Statement of Directors’ responsibihities, the Directors are responsible for the
preparation of the financial statements and for bemg sausfied that they give a true and farr view  Our
responsibility 1s to audit and express an opmion on the financial statements 1n accordance with apphcable Jaw
and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the
Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit mvolves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstatement. whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropriate to the
Company’s circumstances and have been consistently applied and adequately disclosed, the reasonableness of
significant accounting estimates made by the Directors, and the overall presentation of the financial statements
In addition, we read all the financial and non-financial information 1n the annual report to 1denufy material
mconsistencies with the audited financial statements If we become aware of any apparent matenal
misstatements or mconsistencies we consider the smplications for our report

Opinion on financial statements
In our opimion the financial statetents

. give a true and fair view of the state of the Company s affairs as at 31 December 2012 and of s loss
for the year then ended

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

. have been prepared in accordance with the requirements of the Companies Act 2006
Opimion on other matter prescribed by the Compantes Act 2006

In our opinion the information given n the Directors Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to repoert 1in respect of the followmg matters where the Companies Act 2006 requires us to
report to you 1f, 1n our opinion

] adequate accounting records have not been kept, or returns adequate for our audit have not been
recerved from branches not visited by us, or

. the financial statements are not 1n agreement with the accounting records and returns, or

. certain disclosures of Direciors” remuneration specified by law are not made, or

. ER:e have nothon and explanations we require for our audn

Andrew Downes (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom

Q G March 2013
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Financial Investigations and Recoveries (Europe) Limited
Report and financial statements 2012

Profit and loss account

12 months to 14 months to
31 December 31 December

2012 2011
£000 £000
Notes

Turnover 438 589
Adrmumstration expenses (576) (785)
Operating loss (138) (196)
Interest payable and <imilar charges 2 (38) (15}
Loss on ordinary activities before taxation 3 (176) (211
Tax on loss on ordinary activities 4 43 56
Loss on ordinary activities after taxation (133) (155)

All the above anses from coatimung operations There are no other gains or losses other than the loss recognised n
the profit and loss account for the current year or preceding period and accordmmgly no statement of total recognised
gams and losses 15 given

The notes on pages 9 to 13 form part of these financial statements
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Financial Investigations and Recoveries (Europe) Limited

Report and financial statements 2012

Balance sheet

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

Creditors: amounts fallng due
within one year

Net current habilities

Total assets less current habilities
Capital and reserves

Called up share capital

Profit and loss account

Shareholders’ deficit

The notes on pages 9 to 13 form part of these financial statements

Notes

31 December

31 December

2012 2011
£000 £000
49 51
517 474
566 525
(1,222) (1,048)
(656) (523)
(656) (523)
(656) (523)
(656) (523)

These financial statements, of Financial Investigations and Recoveries (Europe) Limited with registered number
03958421, were approved by the Board of Directors and authorised for 1ssue on 14 February 2013

Signed on behalf of the Board of Directors

(Ho

C Ross-Roberts
Director
25% March 2013
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Financial Investigations and Recoveries (Europe) Limited
Report and financial statements 2012

Notes to the financial statements

1. Accounting policies

The particular accounting policies adopted are described below These have been apphed consistently
throughout the year and the preceding pertod

Accounting convention

The financial staterments are prepared under the historical cost convention m accordance with applicable
United Kingdom accounting standards

Going concern

The Company’s business activities, together with factors likely to affect its future development, performance
and position are set out 1 the Busmess review of thus report  The financial position of the Company and
liquidity position are described n the financial statements on pages 7 to 13 The Company made a loss on
ordmary activities before taxation for the year to 31 December 2012 of £176,000 (14 months to 31 December
2011 £211,000), had net current habilities and deficit on shareholders’ funds at 31 December 2012 of
£656,000 (31 December 2011 £523,000)

The Company s core business 1s providing recovery services In respect of defaulted consumer loans to the
wider group of companies and 1s therefore dependent on the financial condiion and support of the Group
The Company’s ultimate parent undertaking has confirmed 1t will continue to support the Company for the
foreseeable future

During the year to 31 December 2012 the Group completed a fundamental restructuring of 1ts financing
arrangements to benefit from an in¢rease m the long-term funding available to the Group In September 2012
the Group 1ssued £265 mullion of Semor Secured Loan Notes due 2019 to increase 1ts permanent financing
structure, and secured a new sentor commutied revolving credit faciity of £50 million which 1s not due for
renewal until September 2017 The senior committed revolving credit facility 1 repaid at ntervals of
between one and three months or rolled forward at the discretion of the Group

The proceeds from 1ssue of the £265 milion of Semor Secured Loan Notes due 2019 were used 1n part to
repay the senior credit facilities m place at 31 December 2011 which were due to mature in February 2016
The amount repaid mn September 2012 was £155 5 million and the facility was cancelled at that date

The assets of the Company have been pledged as secunity for the Senior Secured Loan Notes due 2019 and
the seruor secured revolving credit facility

The Group has remained compliant during the year to 31 December 2012 wath all the covenants contained 1n
the loan notes 1ssued and semor credst facihities, and the Group’s latest forecasts and cash flow projections
have been reviewed and do not indicate any significant uncertainty over the Group’s ability to operate within
the requirements of the financing arrangements 1in place and therefore to continue as a going concern

After making enquiries, the Directors have a reasonable expectation that the Company has adequate resources
to continue 1n operational existence for the foreseeable future Accordingly, they continue to adopt the going
concern basis 1n preparing the annual report and accounts

Turnover
Turnover represents fees recervable from the servicing of loans on behalf of third parties
Interest

Interest recervable and payable 1s recognised on an accruals basis
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Financial Investigations and Recoveries (Europe) Limited
Report and financial statements 2012

Notes to the financial statements (continued)

Accounting pohicies (continued)
Taxation

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

Deferred tax 15 recognised in respect of all uming differences that have ongmated but not reversed at 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
Company s taxable profits and its results as stated m the financial staiements that arise from the inclusion of
gaimns and losses 1o tax assessments 1in periods different from those in which they are recognised n the financial
statements

A net deferred tax asset 1~ regarded as recoverable and therefore recogmsed only when on the basis of all
available evidence, 1t can be regarded as more likely than not that there will be suitable taxable profits from
which the future reversal of the underlying uming differences can be deducted

Deferred tax s measured at the average tax rates that are expected to apply n the periods in which the timing
differences are expected to reverse based on tax rates and laws that have been enacted or substantively enacted
by the balance sheet date Deferred tax 15 measured on a non-discounted basis

Cash flow statement

Under the provisions of FRS | (Revised) Cash Flow Statements °, the Company has not provided a cash flow
statement  This 15 because the Company 1s a wholly-owned subsidiary of Cabot Financial Holdings Group
Limited which prepares such a statement

Interest payable and similar charges

12 months to 14 menths to
31 December 31 December

2012 2011
£000 £000
Interest payable to group companies 38 15

Loss on ordinary activittes before taxation and Staff costs

The remuneration of the auditors with respect to the audit of the financial statements of the Company was borme
by Cabot Credit Management Limited. the ultimate parent undertaking of the Company

There were no employees of the Company dunng the period ended 31 December 2012 (2011 none} The
Directors recerved no remuneration 1n the period from the Company (2011 £mil)
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Notes to the financial statements (continued)

4. Tax on loss on ordinary activities
The tax credit comprises

12 months to 14 months to
31 December 31 December

2012 2011
£000 £000
Current tax
Group rehief at 24 5% (2011 26 7%) 43 56
Total current tax 43 56

The differences between the current tax shown above and the amount calculated by applying the standard rate of
UK corporation tax to the loss before tax 1s as follows

12 months to 14 months to
31 December 31 December

2012 2011

£000 £000

Loss on ordinary actuivities before taxation (176) (211
Tax on loss on ordinary activities at standard UK

corporation tax at 24 5% (2011 26 7%) 43 56

Current tax credit for the pernod 43 56

The potential deferred tax asset currently amounts to £ml (2011 £ml) There are no significant factors which are
anticipated to affect the tax charges shown above

The Finance Act 2012, which reduced the main rate of UK corporation tax to 23% effective from 1 Apnl 2013,
was enacted on 17 July 2012 As this change 1n rate was substantively enacted prior to 31 December 2012 1t has
been reflected 1n the deferred tax assets and hiabilities at 31 December 2012

The UK Government has also mdicated that 1t intends to enact future reductions mn the main rate of UK
corporation tax of 1% each year down to 22% by 2014 These changes have not been substantively enacted at the
balance sheet date and, therefore, are not included 1n these financial statements The estumated financial effect of
these changes 1s not sigmficant

5. Debtors: amounts falling due within one year
31 December 31 December
2012 2011
£000 £000
Amounts owed by group compames 3517 474

The directors believe the balance sheet value of these assets 15 not materially different to thewr fair value
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Notes to the financial statements (continued)

6. Creditors: amounts falling due within one year

31 December 31 December

2012 2011

£000 £000

Trade creditors 1 -
Amounts owed to group comparnies 1,221 1,043
Accruals - 5

1,222 1,048

The directors beheve the balance sheet value of these liabilities 15 not matenally different to their fair value

7. Share capital

31 December 31 December

2012 2011
£ £
Authorised:
100 (2010 100) ordinary shares of £1 each 100 100
Allotted, called up and paid’
1(2010 1) ordinary share of £ 1 ]
8. Profit and loss account
31 December 31 December
2012 2011
£000 £000
At beginnng of period (523) (369)
Loss for the financial period (133) (154)
Atend of peniod (656) (323
9 Reconcihation of movement in shareholders’ deficit
31 December 31 December
2012 2011
£000 £000
Loss for the financial period (133) (155)
Net increase 1o shareholders deficit (133) (155)
Opening shareholders’ deficit (523) (360)
Closing shareholders deficit (656) (523)

10. Related party transactions

The Company has taken advantage of the exemption in paragraph 3(c) of FRS 8 not to disclose transactions with
group compames wheremn any subsidiary undertaking which 1s a party to the transactions is wholly owned by a
member of the group There were no other related party transactions or balances requiring disclosures
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Notes to the financial statements (continued)

11.

12

Contingent hiabilities

The Company and some of 1ts subsidiaries are party to guarantees mn relation to the semor committed revolving
credit facility drawn by a fellow group company, and the Semor Secured Loan Notes due 2019  Amounts
outstanding on such borrowings were £275 0 mallion at 31 December 2012 (31 December 2011 Nil) The
expectation 15 that any hability under these guarantees will not be crystallised i the foreseeable future The
Company and some of its subsidianies were party to guarantees in respect of bank loans drawn by fellow group
companmies amounting to £155 5 milhon at 31 December 2011 These bank loans were repaid on 20 September
2012

Ultimate parent company and ultumate controlling party

The Company’s tmmedhate parent company 15 Cabot Fiancial Debt Recovery Services Limited The smallest
group of which the Company is a member and for which group financial siatements are drawn up 1s Cabot
Financial Limited Cabot Financial Limited s wholly owned by Cabot Credit Management Lumited which s the
largest group for which consolidated financial statements are prepared

Untl é April 2011 the ultimate controlling party was Citigroup Inc, a company listed on the New York Stock
Exchange 1n the United States Since 6 April 2011 the Company’s ultimate controlling party has been AnaCap
Calcium L. P a partnership registered in Guernsey
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