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Ultimate Invoice Finance Limited

Report of the directors for the year ended 30 June 2011

The directors present their report together with the audited financial statements for the year ended 30 June 2011
Principa!l activities, review of business and future developments

The company Is a trading subsidiary of Ullimate Finance Group plc (the “Group™)

The company's principal activity 1s the provision of factoring and invoice discounting services

Business review and risk

The directors consider therr key performance indicators to be core sales income, clent turnover financed,
overheads and nsk management {(measured by largest investments as a proportion of total funds advanced)

The directors consider the major risks to the business to be (these are further discussed i note 2 of the financial
statements)

Credit nsk — Credt risk 1s the nsk of financial loss to the group if a customer or counterparty fails to meet s
contractual obhgations, and arises prncipally from the company's receivables from customers This nisk s
mitigated by extremely stringent underwnting procedures before the client 1s accepted and by constant monitoring
of the client’s credit situation Particular attention is concentrated on the clients’ debtors through review of debtor
concentration ratios and debtor validation checks on significant exposures Furthermore, poor credit risk debtors
are not financed or only parhally financed All operational staff are extensively trained in these procedures

General economic nsk — the current economic downturn could potentially reduce the amount of client sales
financed However any economic downturn also increases the amount of businesses requinng factorning and
invoice discounting solutions At such times credit risk can increase and the credit nisk procedures discussed
above are tightened further

Liquidity nsk — Liguidity nsk 1s the risk to earnings or capital ansing from an inability to meet obligations when
they become due, without incurring unexpected or unacceptable losses The company funds its business through
its own capital but 1s also dependent upon external finance n order to provide financing to its clients This 1s
currently achieved through a back-to-back financing facility with Lloyds TSB Commercial Finance for £30,000,000
which has a minimum term to July 2013

In the longer term, the market for factering and invoice discounting products continues to present real growth
opportunities, and the recession has increased the level and qualty of enquirnes We continue, however, to
remain robust in our strict underwriting procedures and nsk management duning these challenging times for the
UK economy

Our clients are loyal and long-standing We expect steady client growth as we continue to market our new
products and services and expand our sales team still further

We believe we are ideally positicned as the economy recovers, bigger, stronger and with an increased share of
this competitive market




Ultimate Invoice Finance Limited

Report of the directors for the year ended 30 June 2011 (continued)

Directors and directors’ interest

The directors of the company dunng the year were

R Pepler (resigned 23 November 2011)

J Ccombes

S Horsell

P Atkins

C Langron (appointed 1 January 2011 and resigned 29 February 2012)
C Lewis (appointed 1 January 2011)

D Wnght (resigned 31 July 2010)

No director had any beneficial interest in the share capital of the company

The directors’ interests in the shares of the parent company are shown in that company’s directors’ report In
addition the shares and share options held by the directors of Ultmate Invoice Finance , who are also not

directors of Ultimate Finance Group plc 1s shown below

Ordinary shares of 5p each
Shares held Share
@ 30" June Options held

2011 at 30" June

201
P Atkins - 57,500
C Langron (resigned 29 February 2012) - 250,000

C Lews 14,600 50,000
D Wnight - -




Ultimate Invoice Finance Limited

Report of the directors for the year ended 30 June 2011

Directors’ responsibilities

The directors are responsible for preparing the directors’ report and the financial statements in accordance with
applicable law and regutations

Company law requires the directors to prepare financial statements for each financial penad Under that law the
directors have elected to prepare the company financial statements in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Union 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 prepanng these financial statements, the directors are required to
» select suitable accounting policies and then apply them consistently,
+« make judgements and accounting estmates that are reasonable and prudent,

» state whether they have been prepared in accordance with IFRSs as adopted by the European Union,
subject to any matenal departures disclosed and explained in the financial statements, and

» prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that the
company wifl 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 ttme the financial position of the company
and 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 irregulanties

Disclosure of nformation to auditors
The directors who held office at the date of approval of this directors’ report confirm that, so far as they are
aware, there 15 no relevant audit information of which the company’s auditors are unaware, and each director

has taken all steps that he ought to have taken as a director to make himself aware of any relevant audit
information and to establish that the company's auditors are aware of that information

Auditors

in accordance with section 489 of the Companies Act 20086, a resolution for the re-appointment of BDO LLP as
auditors of the company I1s to be proposed at the forthcoming Annual General Meeting of the parent company

By order of the Board

ne Horsell
irector

Date 28 March 2012




Ultimate Invoice Finance Limited

Report of the independent auditors

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF ULTIMATE INVOICE FINANCE LIMITED

We have audited the financial statements of Ullimate Invoice Finance Limited for the year ended 30 June 2011
which comprise the statement of comprehensive income, the statement of financial position, the statement of
cash flows, the statement of changes in equity, and the related notes The financial reporting framework that has
been applied in ther preparation 15 applicable law and International Financial Reporting Standards (IFRSs) as
adopted by the European Union

This report 1s 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 repont 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

Respective responsibilities of directors and auditors

As explained more fully in the statement of directors’ responsibilities, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and farr view Our
responsibility 1s to audit and express an opinion on the financial statements in accordance with applicable law
and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the
Auditing Practices Board's {(APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the APB's website at
www frc org uk/apb/scope/private cfm

Opinion on financial statements
In our opinton the financial statements

e give a true and farr view of the state of the company’s affairs as at 30 June 2011 and of its profit for the year
then ended,

» have been properly prepared in accordance with international Financial Reporting Standards, and
+ have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the directors’ report for the financial year for which the financial statements
are prepared 1s consistent with the financial statements




Ultimate Invoice Finance Limited

Report of the independent auditors (continued)

Matters on which we are required to report by exception

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

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

the financial statements are not in agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or

we have not recewved all the information and explanations we require for our audit

2o ol

Sinon Brooker (senior statutory auditor)

For and on behalf of BDO LLP, statutory auditor
Bnstol

Date 29 March 2012

BDO LLP i1s a imited hability partnership registered in England and Wales (with registered number OC305127)



UHtimate Invoice Finance Limited

Statement of comprehensive income
for the year ended 30 June 2011

Note 2011
£'000
Revenue 3 7,439
Cost of sales — finance costs 8 (692)
Cost of sates - other 8 (336)
Total cost of sales {1,028)
Gross profit 6,411
Administrative expenses (5,571}
Operating profit 5 840
Finance expense 7 (70)
Finance income 7 1
Profit before tax 780
Taxation 9 (197)
Profit for the year being total comprehensive income 583

The notes on pages 13 to 29 form part of these financial statements

9

2010
£'000
Restated
(note 8)
6,439

(536)
(178)

(714)

5725

(5,045)
680
(78)
602

(179)

423




Ultimate Invoice Finance Limited

Statement of financial position

at 30 June 2011
Company number 04325262
Note 2011 2011 2010 2010
£'000 £'000 £000 £'000
Non-current assets
Property, plant and equipment 10 428 222
Total non-current assets 428 222
Current assets
Loans and other receivables 11 30,241 26,213
Cash and cash equivalents 12 664 548
Total current assets 30,905 26,761
Total assets 31,333 26,983
Current hiabilities
Bank borrowings and overdrafts 12 26,259 22,988
Trade and other payables 13 4,281 3,835
Tax payable 201 160
Total current habilities 30,741 26,983
Non-current habilities
Deferred tax hability 15 5 8
Total habilities 30,746 26,991
Net assets / (habilities) 587 (8)
Equity attributable to owners of the
company
Share capital 16 - -
Retained earnings 17 587 (&
Total equity 587 (8)

The financial statements were approved and authonsed for 1ssue by the Board of Directors on 28 March 2012
and were signed on its behalf by

e Horsell
tor

The notes on pages 13 to 29 form part of these financial statements
10




Ultimate Invoice Finance Limited

Statement of cash flows

for the year ended 30 June 2011

Cash flows from operating activities
Profit before tax for the year
Adjustments for

Depreciation

Financial income

Financial expense
Equity settled share-based payment expense

{Increase) In loans and other receivables
Increase/{decrease) trade and other payables
Increase in tax payable

Tax pad

Net cash flows from operating activities

Cash flows from investing activities
Acquisition of property, plant and equipment

Net cash used in investing activities

Cash flows from financing activities
Financial expense

Net cash used In financing activities

Net Increasel/(decrease) in cash and cash
equivalents

Cash and cash equivalents at 1 July

Cash and cash equivalents at 30 June

Note

2011
£'000

9
(10)
70
12

(4,027)
435
21

(302)

{70)

The notes on pages 13 to 29 form part of these financial statements

11

2011
£'000

780

166

948

(3,571)

(2,623)

(160)

(2,783)

(302)

(70)

(3.155)
(22,440)

(25,595)

2010 2010
£'000 £'000
602
49
78
7
134
736
(7.201)
45
47
(7,109)
(6.373)
(18}
(6,391)
(199)
(199)
(78)
(78)
(6,668)
(15,772)
(22.440)




Ultimate Invoice Finance Limited

Statement of changes In equity
for the year ended 30 June 2011

Share Retained

capital earnings

Notes £'000 £'000
At 30 June 2009 - (438)
Total comprehensive income - 423
Equity settled share based payment transactions - 7
At 30 June 2010 - (8)
Total comprehensive Income - 583
Equity settled share based payment transactions - 12
At 30 June 2011 - 587

The notes on pages 13 to 29 form part of these financial statements
12

Total
£'000

(438)
423

(8)

583
12

587




Ultimate Invoice Finance Limited

Notes forming part of the financial statements
for the year ended 30 June 2011

Accounting policies

Basis of preparation and statement of compliance

Ulhimate Invoice Finance Limited (the "company"} 1s a company incorporated in the UK
The financial statements were approved by the board of directers on 28 March 2012

The company financial statements have been prepared in accordance with International Financial Reporting
Standards as adopted in the European Union (“adopted IFRSs"), and its interpretations adopted by the
International Accounting Standards Board ("IASB") or the International Financial Reporting interpretations
Committee (*IFRIC™) of their predecessors, which had been approved by the European Commission at 30
June 2011

The financial statements are prepared on the historical cost basis and are presented in Pounds Sterling, the
company's functional and presentational currency

The company I1s rehant on the support of its parent Ultimate Finance Group plc, in order to continue as a
going concern The directors of Ulhmate Finance Group plc have indicated this support will continue until
the company 1s able to support itself, and that repayment of balances due to group companies will only be
required when funds are availlable Accordingly, the financial statements have been prepared on a going
concern basis

The preparation of these financial statements requires management to make estimates and assumptions
that affect the reported amounts of assets and labilities at the date of the financial statements and the
reported amounts of revenue during the reporting period The estimates and associated assumptions are
based on historical expenence and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgments about the carrying values of
assets and habilities that are not readily apparent from other sources Actual results could differ from these
estimates

The estimates and underlying assumptions are reviewed on an ongoing basis Information about such
Judgments and estmates are discussed in note 2

The directers have not adopted the following standards, which although endorsed by the EU are not yet
effective

- 1AS24 Related party disclosures {(Revised), effective from 1 January 2011
- Improvements to IFRSs 2010 (Amendment clanfying the requirements of IFRSs), effective from 1
January 2011

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements

13




Ultimate Invoice Finance Limited

Notes forming part of the financial statements
for the year ended 30 June 2011 (continued)

Accounting policies (continued)
Revenue

Revenue comprises fees fcr the provision of invoice financing services, net of Value Added Tax, and 1s
recognised as follows

Interest income

Interest Income and set up fee Income and associated directly attributable set up costs are recognised in the
income statement for all financial assets measured at amortised cost using the effective interest method
The effective interest method 1s a method of calculating the amortised cost of a financial asset and
allocating the interest income over the relevant period The effective interest rate (EIR) is the rate that
exactly discounts estimated future cash flows through the expected life, or contractual term if shorter, of the
financial asset to the net carrying amount of the financial asset When calculating the EIR, the company
estimates cash flows considering all contractual terms of the financial instruments, but does not include an
expectation for future credit losses Interest iIncome 1s calculated and applied to clients’ accounts on a daily
basis

Service fee income

The company charges s clients a factoring fee for managing ther sales ledgers which i1s based on the
value of invoices assigned The vanable fee for each particular assignment of invoices 1s then recognised
as revenue on a straight line basis over the average repayment period of the assigned invoices, reflecting
the provision of the management service over the life of those invoices On average this will be
approximately 60 days

Other fee ihcome

Other fee income, which includes disbursements, 1s credited to the income statement when the service has
been prowvided or the disbursement expenditure incurred

Expenses

Operating lease payments

Leases are categorised as operating leases where the lessor retains substantially all the nsks and rewards
of ownership of the leased asset All leased assets held by the company are categornsed as operating
leases

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

Borrowing costs

Borrowing costs n relation to the back-to-back financing facilty with Lloyds TSB Commercial Finance Ltd
are shown within coat of sales The facility 1s used to finance loans provided to clients and 1s backed by the
underlying debts of the clients

Interest on other loans and borrowings 1s charged using the effective interest rate method  Interest expense

in this context includes initial transactions costs as well as any interest or coupon payable while the liability 1s
outstanding

14




Ultimate Invoice Finance Limited

Notes forming part of the financial statements
for the year ended 30 June 2011 (continued)

Taxation

Income tax expense comprises current and deferred tax Income tax expense 1S recognised in the income
statement except to the extent that i relates to tems recognised directly in equity, in which case 1t 1s
recognised in equity

Current tax 1s the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous
years

Deferred tax 1s provided using the balance sheet method, providing for temporary differences between the
carrying amounts of assets and habilities for financial reporting purposes and the amounts used for taxation
purposes

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when
they reverse, based on the laws that have been enacted or substantively enacted by the reporting date

A deferred tax asset 1s recognised only to the extent that it 1s probable that future taxable profits will be
availlable against which the asset can be utiised Deferred tax assets are reviewed at each reporting date
and are reduced to the extent that it 1s no longer probable that the related tax benefit will be realised

Employee benefits
Defined contributior: plans

Obhgations for contnibutions to defined contribution pension plans are recognised as an expense In the
income statement as incurred

Share-based payment fransactions

The grant date fair value of options granted to employees I1s recogrised as an employee expense, with a
corresponding increase recognised In retained earnings within equity, over the period in which the
employees become unconditionally entitled o the options The fair value of the options granted 1s measured
at grant date, using an option valuation model, taking into account the terms and condittons upon which the
options were granted The amount recognised as an expense Is adjusted to reflect the actual number of
share options that vest except where forfeiture 1s due only to share prices not achieving the threshold for
vesting

Where the company grants options over its own shares to the employees of its subsidiaries it recognises, in
its iIndividual financial statements, an increase in the cost of investment in its subsidiaries equivalent to the
equity-settled share-based payment charge recognised in its consclidated financial statements with the
corresponding credit being recognised directly in equity

Segmental reporting

Operating segments are reported 1n @ manner consistent with the internal reporting provided to the chief
operating deciston-maker The chief operating decision-maker has been identified as the management team
of the Group including the Chief Executive, Group Managing Director and Finance Director

Property, plant and equipment

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

Where parts of an item of property, plant and equipment have different useful hives, they are accounted for
as separate items of property, plant and equipment

15




Ultimate Invoice Finance Limited

Notes forming part of the financial statements
for the year ended 30 June 2011 (continued)

Accounting policies (continued)
Property, plant and equipment (continued)

Depreciation 1s charged to the income statement on a straight-line basis over the estimated useful lives of
each part of an item of property, plant and equipment The estimated useful lives are as follows

Plant and machinery - 3years
Fixtures and fithngs - 2-5years
Motor vehicles - 5 years
Financial assets

Management determine the classification of the company's financial assets at iniial recognition into one of
the following categonies — loans and other receivables, held-to-maturity financial assets, available-for-sale
financial assets and financial assets at fair value through profit or loss The company has not held any held-
to-maturity, available for sale financial assets or financial assets at fair value through profit or loss at any
point during the year

All financial assets are initially measured at farr value plus, in the case of financial assets not classified as a
fair value through income statement, transaction costs that are directly attnbutable to their acquisition

The company inhally recognises advances to clients and deposits on the date that they are orginated
These balances are included in loans and other receivables and are initially recognised at farr value and
subsequently measured at amortised cost less impairment losses

The amortised cost of a financial asset 1s the amount at which the financial asset 1s measured at initial
recognition, minus principal repayments, plus the cumulative amortisation using the effective interest
method of any difference between the inthal amount recognised and the matunty amount, minus any
reduction for impaiment

The company derecognises a financial asset when the contractual nghts to the cash flows from the asset
expire, or it transfers the nghts to recewve the contractual cash flows on the financial asset in a transaction in
which substantially all the nsks and rewards of ownership of the financial asset are transferred

Impairment of loans and receivables

In respect of loans and receivables, the company assesses on an ongoing basis whether there 1s objective
evidence that an individual loan asset 1s impaired If any such :ndication exists, the assets’ recoverable
amount 1s estimated An impairment loss 1s recognised whenever the carrying amount of an asset exceeds
its recoverable amount Impairment icsses are recognised in the income statement

Impairment losses are reversed through the income statement 1s there 1s a change 1n the estimates used to
determine the recoverable amount

Cash and cash equivalents

Cash and cash equivalents compnse cash balances and call deposits The back to back financing facility
with Lloyds TSB Commercial Finance forms an integral part of the company's cash management and as
such 1s included as a component of cash and cash equivalents for the purpose only of the statement of cash
flows The borrowing on this back to back financing facility 1s shown as a current hability in the statement of
financial position

16




Ultimate Invoice Finance Limited

Notes forming part of the financial statements
for the year ended 30 June 2011 {continued)

Accounting policies (conttnued)
Financial iabilities
Trade and other payables

Trade and cther payables are inttially measured at far value, and are subsequently measured at amortised
cost, using the effective interest rate method

Foreign currency

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the
transaction Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are
translated at the foreign exchange rate ruling at that date Foreign exchange differences ansing on
translation are recognised in the income statement Non-monetary assets and habilities that are measured
in terms of historical cost in a foreign currency are translated using the exchange rate at the date of the
transaction

Key risks and sources of estimation uncertainty
Financial risk management

The company 1ssues advances to its clients which are financed by a back-to-back financing facility The
company Is responsible for managing the credit, hquidity and interest rate nsks associated with these
arrangements

This note presents information about the company's exposure to each of the above nsks, the company’s
objectives, policies and processes for measuring and managing rnisk, and the company’s management of
capital Further quantitative disclosures are included throughout these financial statements

Credit risk

Credit nsk 1s the nsk of financial loss to the company if a customer or counterparty fals to meet Iits
contractual obligations, and anses principally from the company’s receivables from customers Quanttative
disclosures in respect of credit nsk are given in note 11

This nsk 1s mitigated by underwriting procedures before the client 1s accepted and by constant monitoring of
the client's credit situation Particular attention 1s concentrated on the clients’ debtors through review of
debtor concentration ratios and debtor validation checks on significant exposures Furthermore, poor credit
risk debtors are not financed or conly partially financed

The company establishes an allowance for impairment that represents its estimate of incurred losses In
respect of specific loans and other receivables

Liquidity nsk

Liquidity rnisk 1s the nsk to earnings or capital ansing from an inability to meet obligations when they become
due, without incurring unexpected or unacceptable losses The company's habilities include trade and other
payables, bank overdraft and client balances The chent balance 1s the difference between the total of
chents’ gross debtors and the loans made fo those clients The company funds its business through its own
capital but 1s also dependent upon external finance in order to prowvide financing to its clents This 15
currently achieved through a back-to-back financing facility with Lioyds TSB Commercial Finance

The company's approach to managing hquidity using cash flow forecasting i1s to ensure, as far as possible,
that it will always have sufficient hquidity to meet its habilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the company's reputation Existing
and forecast company headroom levels are reviewed monthly by the executve management team There
have been no changes to hquidity nsk considerations in the year The matunty of the company's financial
habilities are given in note 13

17




Ultimate Invoice Finance Limited

Notes forming part of the financial statements
for the year ended 30 June 2011 (continued)

Key nisks and sources of estimation uncertainty
Financial nsk management (continued}

Market nsk

Market nsk 1s the nsk that changes in market pnices, such as foreign exchange rates, interest rates and
equity prices will affect the company's income or the value of its holdings of financial instruments The
objective of market risk management 15 to manage and control market nsk exposures within acceptable
parameters, while optimising the return on nsk

The company does not have significant exposure to currency risk or interest rate nsk as fluctuations in these
are passed onto the company's client base

Revenue
2011 2010
£'000 £'000
Revenue anses from
Service fee income 4,183 3.260
Interest Income 1,722 1,462
Other fee Income 1,534 1,717
7,439 6,439

Segmental information

Factors that management used lo identify the company’s reportable segments and measurement of
operating segment profit or loss, assels and lhabiihes

Whilst the company evaluates the performance of different operating segments on the basis of profit or loss
from operations before tax, not including non-recurring losses, such as restructuring costs, and also
excluding the effects of share based payments, management have concluded that the company's operations
represent only one reportable segment As a result, no detalled disclosures have been presented on
separable reportable segments

All revenues relate to external customers domiciled in the UK There are no revenues denved from overseas
external customers in the current or prior years

All non-current assets are held within the UK There are no non-current assets held overseas in the current
Or prior years

There 1s no one customer which generates 10% or more in external revenues in the current or prior years

18




Ultimate Invoice Finance Limited

Notes forming part of the financial statements
for the year ended 30 June 2011 {continued)

Operating profit

This has been arnved at after charging

Deprecation of property, plant and equipment

Operating lease expense

- Plant and machinery

- Property

Auditers’ remuneration
Audit of these financial statements
Amounts receivable by auditors and their assoctates in respect of other
services relating to taxation

Employee benefit expense

Staff costs

Staff costs (including directors) comprise

Woages and salaries
Soctal secunty costs
Other pension costs

The average number of persons employed by the company (including directors) dunng the year was 60

(2010 48)

Directors' remuneration

2011
£000

96

147
145

12

2011
£'000

2,167
260
177

2,604

2010
£'000
49

134
118

14

2010
£'000

1,874
2156
116

2,205

The directors are the only key management personnel who are subject to remuneration as detailed below

Directors’ emoluments
Company contributions to money purchase pension plans

The aggregate of emoluments and amounts receivable under long term incentive schemes of the highest
pad director was £167,378 (2010 £144,268), and company pension contributions of £23,699 (2010

£11,760) were made to a money purchase pension scheme on his behalf

19

2011
£'000

634
104

738

2010
£'000

401
32

433




Ultimate Invoice Finance Limited

Notes forming part of the financial statements
for the year ended 30 June 2011 (continued)

Finance income and expense

Finance income

Bank interest ncome

Finance expense

Interest paid to parent

Cost of sales

Cost of sales - finance costs
Cost of sales - other

Total cost of sales

Cost of sales - finance costs relates entirely to interest payable on the back-to-back financing facility with
Lloyds TSB Commercial Finance

Cost of sales - other relates to external legal fees incurred which are recharged on to clients The recharge
1s included within revenue and the cost 1s included In cost of sales In 2010 this legal cost was included In
administration costs The 2010 cost of sales has been restated The effect of this restatement 1s {0 increase

2011
£'000

10

10

70

70

2011
£000

692
336

1,028

cost of sales - other by £178,000 and reduce administration costs by the same amount
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2010
£'000

78

78

2010
£'000

536
178

714




Ultimate Invoice Finance Limited

Notes forming part of the financial statements
for the year ended 30 June 2011 {continued)

Tax expense

2011 2010
£'000 £'000
Current tax expense
UK corporation tax and income tax of
overseas operations on profits for the
year 194 159
Adjustment for under/(over) provision
In pricr penods 6 -
200 159
Deferred tax expense
Ongination and reversal of temporary
differences (3} 23
Adjustment In respect of the previous
year - (3)
(3) 20
Total ncome tax expense 197 179

The reasons for the difference between the actual tax charge for the year and the standard rate of
corporation tax in the UK applied to profits for the year are as follows

2011 2010

£'000 £'000
Profit for the year 583 423
Total tax expense 197 179
Profit before iIncome taxes 780 603
Expected tax charge based on the standard rate of corporation tax in the
UK of 27 5% (2010 - 28%) 215 169
Expenses not deductible for tax purposes 29 13
Adjustment in respect of the previous year 6 (3)
Group relief claimed (53) -
Total tax expense 197 179
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Ultimate Invoice Finance Limited

Notes forming part of the financial statements
for the year ended 30 June 2011 (continued)

10 Property, plant and equipment

Plant and Fixtures Motor Total
machinery and fittings vehicles
£'000 £'000 £'000 £'000

Cost
Balance at 1 July 2009 279 113 - 392
Additions 72 127 - 199
Balance at 30 June 2010 351 240 - 591
Balance at 1 July 2010 351 240 - 591
Addrttions 128 110 64 302
Batance at 30 June 2011 479 350 64 893
Accumulated depreciation
Balance at 1 July 2009 233 87 - 320
Depreciation charge for the year 33 16 - 49
Balance at 30 June 2010 266 103 - 369
Balance at 1 July 2010 266 103 - 369
Deprectation charge for the year 53 42 1 96
Balance at 30 June 2011 319 145 1 485
Net book value
At 1 July 2009 46 26 - 72
At 30 June 2010 and 1 July 2010 85 137 - 222
At 30 June 2011 160 205 63 428
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Ultimate Invoice Finance Limited

Notes forming part of the financial statements
for the year ended 30 June 2011 {continued)

11

Loans and other receivables

2011 2010

£'000 £'000

Loans and receivables 28,608 25780
Prepayments 251 278
Other receivables 35 165
Amounts owed by group undertakings 1,347 -
30,241 26,213

Loans and other receivables denominated in currencies other than sterling compnse £1,590,000 (2010
£708,000) denominated in Euros and a further £181,000 denominated in US dollars (2010 £41,000) As
described in note 2, the company does not have significant exposure to currency nsk or interest rate nsk as
fluctuations in these are passed onto the company’s client base

Credit sk

As described in note 2, credit nsk in relation to loans and recetvables Is the nsk that financial loss arises
from the fallure of a client to meet its obligations under an invoice discounting agreement The company has
strict policies and procedures In place to monitor this nsk

Under the company's recourse agreement with its clients, debtors assigned to the group that remain unpaid
after 90 days are re-factored to the clients An impairment provision 1s made where objective evidence
exists to doubt recoverability of amounts advanced to clients

A summary of the customer loans and receivables 1s shown below, the maximum exposure to credit nisk at
the year end 1s £29,225,000 (2010 £26,347,000)

2011 2010
£'000 £'000
Qutstanding client balances 29,225 26,347
Deferred ncome (346) {320)
28,879 26,027
Provision for impairment (271) (247)
28,608 25,780

Invaices factored by the company are formally assigned to it and are typically pand within 60 days

Collateral

In addition to the value of the underlying assigned sales ledger balances, the company will wherever
possible obtan additional securty before offering invoice finance facilities to a client These include
personal guarantees from major shareholders and/or directors, charges over personal and other business
property, cross guarantees from associated companies, and unlimited warranties in the case of frauds
These additional forms of secunty are impractical to fair value, as valuations of the guarantees or warranties
are not capable of beng accurately determmned at any pomnt dunng the agreement
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Notes forming part of the financial statements
for the year ended 30 June 2011 (continued)

11

12

Loans and other recelvables (continued)

Prowision for imnpairment

2011 2010
£'000 £'000
Balance brought forward 247 273
Utiised in the year (157} {169}
Provided in the year 181 143
Balance carried forward 271 247
The ageing of the loans to clients 1s shown in the table below
Ageing of loans and recewvables
2011 Impairment 2011 2010 Impairment 2009
£°000 £'000 £000 £'000 £'000 £'000
Less than 90 days 27,550 - 27,550 24,330 24,330
Over 90 days — no 999 - 999 1,371 1,371
impairment
Over 90 days — net of 330 (271} 59 326 (247) 79
imparment
28,879 (271) 28,608 26,027 (247) 25,780

The carrying value of all financial assets and liabilities held at the current and prior year 1s not matenally

different from the fair value of the financial instruments

Cash and cash equivalents/bank overdrafts

Cash and cash equivalents
Bank borrowings and overdrafts

Cash denominated in currencies other than Pounds Sterling comprise £333,000 (2010 £157,000)

2011
£000

664
(26,259)

(25,595)

denominated in Euros and £323,000 (2010 £348,000) denominated in US Dollars
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2010

£'000

548

(22,988)
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Ultimate Invoice Finance Limited

Notes farming part of the financial statements
for the year ended 30 June 2011 (continued)

13 Trade and other payables - current

Trade payables
Other payables and accrued expenses
Amounts owed to parent undertaking

2011
£'000

1,138

473
2,670

4,281

2010
£'000

413

468
2,954

3,835

All of the trade and other payables for the company are expected to be settled within 12 menths, with the

exception of the amount owed to parent

There are no trade or other payables denominated i currencies other than pound steriing
The company's habilities include trade and other payables and borrowings under its bank facilites
The headroom n the company's banking facilities 1s £3,741,000 at 30 June 2011 (2010 £2,012,000)

The company’s liabilities include trade and other payables and borrowing under its bank facility

The headroom in the group's banking facility 1s £6,269,000 at 30 June 2011 (2010 £2,012,000)

Trade and other payables balances due by the company at the current and pnor year end relate te accrued

expenses payable within one month

The matunty profile of the contractual cash flows asscciated with the company's financial habilities 1s shown

below

2011

Trade payables

Other payables and accrued expenses
Amounts owed to parent undertaking
Bank borrowings

2010

Trade payables

Other payables and accrued expenses
Amounts owed to parent undertaking
Bank borrowings
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Within one
month
£000

1,138
473

1,611

413
468

881

Less than a
year
£'000

2,670
26,259

28,929

2,954
22,988

25,942




Ultimate Invoice Finance Limited

Notes forming part of the financial statements
for the year ended 30 June 2011 (continued)

14 Employee benefits
Pension

The company operates a defined contnibution pension scheme The pension cost charge for the year includes
contrnibutions payable by the company to the scheme and amounted to £176,532 (2010 £116,223)

Contributions amounting to £19,308 were unpaid at the year end and are included in trade and other payables
(2010 £10,637)

The company also paid into schemes outside of the company’s defined contnbution scheme for three directors
(2010 one) during the year

Share based payments

The total charge for the year relating to the employee share-based payments scheme was £12,001 (2010
£7,342), all of which related to equity-settled share-based payment transactions made under the Company Share
Option Plan

Company share oplion plan

Under the terms of the Company Share Option Plan, options over the parent company’s shares may be 1ssued
on a discretionary basis to management staff within the group at not less than the prevaling market price The
maximum aggregate subscnption pnce of all options granted to a member of staff in any 10 year penod may not
exceed £30,000 In addition, options may not be granted in total greater than 10% of the 1ssued ordinary share
capital of the company No conditions apply to the exercise of options currently held Details of the amounts
granted and vesting dates are shown in the remuneration report in the parent company financial statements

Fair value of equity settled share-based payments
The farr value of all share-based payments ansing from share awards granted under the Company Share Option

Plan has been estimated using a Black-Scholes pricing model The applicable grant dates and share prices are
as follows -

Grant date Vesting date Share price at grant  Exercise price Exercise period
date
31 October 2007 31 October 2010 9 25p 9 25p 4 years
30 November 2008 3 November 2011 5 50p 5 50p 4 years
5 January 2009 5 January 2012 575p 575p 4 years
21 September 2009 31 October 2010 13 00p 13 00p 6 years
29 October 2010 29 October 2013 13 50p 13 50p 4 years
5 January 2011 5 January 2014 13 25p 13 25p 4 years

The assumptions used 1n the valuation of share options are described below

Expected volatilty in share price 1s based on historic volatility over an appropriate penod, consistent with the
expected life of the option during the period iImmediately preceding the date of the grant The nsk free rate of
return represents the yield on UK Gilt Stnps at the date of the grant of a term consistent with the life of the option

The forferture rate 1s esttmated at 5%, and expected Iife of each option 1s 5 years The dividend yield 1s assumed
{o be Ni!

These assumptions are the same as those made for the valuation performed in the previous year

The weighted average share prce during the year was 15 42p (2010 13 9p)

26




Ultimate Invoice Finance Limited

Notes forming part of the financial statements
for the year ended 30 June 2011 (continued)

14 Employee benefits {continued)

A reconcibation of the number of shares in respect of which awards have been made 1s set out In the table

below -
Option grant date Number of Granted in

options at 1 year
June 2010

31 October 2007 50,000 -
3 November 2008 50,000 -
5 January 2009 100,000 -
21 September 2009 685,000 -
29 October 2010 - 392,500
5 January 2011 - 300,000
Total 885,000 692,500
Weighted average exercise price 11 5p 134p

15

Lapsed In
year

(100.000)
(15,000)

{115,000)

67p

The estimated fair value of options granted n the year 1s £12,000 (2010 £7,000)

Number of
options at 30
June 2011

50,000
50,000

670,000

392,500
300,000

1,462,500

12 8p

692,500 new options were granted during the year and 115,000 options lapsed through employees leaving

the company No options were exercised during the year

-

As at 30 June 2011 the weighted average exercise price of share options exercisable as at year end 1s

9 25p

Deferred tax

Deferred tax 1s calculated in full on temporary differences under the hability method using a tax rate of 28%

(2010 - 28%)

Recognised deferred tax abilities

Deferred tax liabilities are attnbutable to the following and are shown as anon-current lhablity on the

statement of financial position

Other timing differences

27

2011
£'000

5

2010
£'000
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Ultimate Invoice Finance Limited

Notes forming part of the financial statements
for the year ended 30 June 2011 {continued)

15 Deferred tax (continued)

Movement on the deferred tax account dunng the year

2011 2010
£'000 £'000

At 1 July 8 (12)
{Credit) / charge {3) 20
At 30 June 5 8

Deferred tax assets have been recognised in respect of all such tax lesses and other temporary differences
giving nse to deferred tax assets where the directors believe 1t 1s probable that these assets will be
recovered

16 Share capital
Issued and fully paid

2011 2011 2010 2010
Number £ Number £
Ordinary shares of £1 each 2 2 2 2

17 Reserves

The following descnbes the nature and purpose of each reserve within owners’ equity

Share capital amount subscribed for share capital at nomtnal value
Retained earnings cumulative net gains and losses recognised in the income statement
18 Leases

Operaling leases

The group leases all of its properties The terms vary between properties, although each have penodic rent
reviews and have break clauses Other operating leases relate to leased cars as well as leasing payments
in relation to software systems

Future lease payments are due as follows

Land & Land &

buildings Other builldings Other

2011 2011 2010 2010

£'000 £'000 £000 £'000

Not |ater than one year 127 155 103 183

Later than one year and not later than 348 156 155 327
five years

475 311 258 510
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19

20

21

22

23

Related party transactions

The company entered into the following related party transactions

The company was provided with a loan from its parent Ultmate Finance Group ple, for which a financing
charge was levied each month The interest rate charged was 2% above Bank of England base rate The
interest charged in the year was £70,000 (2010 £78,000)

The amount payable to the parent company at 30 June 2011 was £2,670,000 (2010 £2,954,000)

The company provided loans to other group companies in the year At 30 June 2011 the following amounts
were outstanding

Ultimate Asset Finance Limited £750,000 (2010 £Nil)

Ultimate Trade Finance Limited £376,000 (2010 £Nd)

Ashley Commercial Finance Limited £221,000 (2010 £Nil)

Disclosure of the remuneration paid to key management 1s included in note 6

Capital commitments

There were no capital commitments at the end of the financial year (2010 £Ni)}

Guarantee and indemnity

The company has a facility with Lloyds TSB Commercial Finance Limited for a £30 milion back-to-back
financing facility, the minimum period for which expires in July 2013 The facility 15 used to finance loans

provided to clients and i1s backed by the underlying debts of the clients

The facility 1s secured against an all assets debenture given by Utiimate Invoice Finance Limited and a deed
of guarantee and indemnity has been given by Ultimate Finance Group plec

Ultimate parent company

The company's ultimate parent company 15 Ultimate Finance Group plc Copies of the group financial
statements of Ultimate Finance Group plc are available from the company'’s office, Bradley Pavilions, Pear '
Tree Road, Bradley Stoke, Bristol, BS32 0BQ i

Post balance sheet event

There have been no post balance sheet events that require disclosure within these financial statements
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