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Mill Finance Limited

Report of the directors
for the year ended 31 December 2011

The directors present therir report together with the audited financial statements for the year ended 31 December
2011

Results and dividends

The profit and loss account 1s set out on page 9 and shows the result for the year

The directors do not recommend the payment of a dwidend for the year (2010 - £NW)

Pnincipal activities

The principal activity of the company during the year was establishing and operating collective thvestment
schemes The company I1s authonsed and regulated by the Financial Services Authority number 456593

Review of business

During the course of the year the company has acted as operator of an unregulated collective investment
scheme

At the year end the company had shareholders' funds of £196,474 (2010 - £182,457)

The directors have assessed the man nisk facing the company as betng the ability to expand the business to act
as operator of other schemes

The directors have reviewed the activities of the business for the year and the position as at 31 December 2011
and consider them to be satisfactory

Key performance indicators

The Board of Dwreciors measure the company's progress against its straiegic objectives The company's
operating plan can then be adjusted to assist the directors to achieve the company's strategic objectives The
company 1s n the early stages of its development and there are hmited numbers of relevant performance
indicators as shown below

2011
Operating profit £12,803
Return on capital employed 6 5%

The company 15 exposed to lquidity nisk, credit nsk and interest rate sk However, as there are no externai
borrowings, these nisks are not considered matertal The company's principal financial assets are cash and trade
receivables Therefore, the company's credit nsk 1s pnmanly attributable to its trade recevables An allowance for
impairment 1s made when there 1s objective evidence that the company will not be able to collect all amounts
according to the general terms of the recevables concerned



Mill Finance Limited

Report of the directors
for the year ended 31 December 2011 {continued)

Financial instruments and Pillar 3 disclosures

Introduction

Because of the nature of the firm's business, it falls within the scope of the Basel |l Accord ("Basel II"),
mplemented through the EU Capital Adequacy and Banking Consohdation Directives Together these require the
firm to make certain disclosures under "Pillar 3" of the capital framework implemented by Basel II Pillar 3
complements the existing pillars minimum capital requirements (Pillar 1) and the supervisory review process
{Pillar 2) Its aim is to encourage market discipfine by developing a set of disclosure requirements which will allow
market participants to assess key pieces of information on a firm's capital, risk exposures and nsk assessment
processes

The firm intends to make the disclosures annually in its annual report All the disclosures made herein are of the
position at 31 December 2011, and are disclosed on an individual, stand-alene basis for the company The fum
will not disclose tems judged by the directors to be immatenal Information 1s considered to be matenal if its
omission or misstatement could change or influence the assessment or decision of a user relying on it to make
economic decisions

As a limited hcence firm, there are no statements made under Pillar 3 that are equivalent to disclosures required
to be made by accounting standards to which the firm 1s subject Therefore none of the statements made are
subject to audit

Financial nsk management objectives and policies

The cbjective of financial nsk management 15 to plan, organise and perform sufficient actions to provide
reasonable assurance that the firm's overall objectives and goals will be met, and to limit the nsk of adverse
events occurning to a level that 1s acceptable to the directors

The firm wdentfies and manages its key financial rsks by means of a nsk management policy that 1s appropnate
to its s1ze while preserving its effectiveness Key parts of the policy to manage financial nsk, including operational
nsk, are

s regular management meetings,

+ regular management information,

s regular complance monitoring, and

* annual nsk assessments as part of the firm's ICAAP process

The firm does not hedge any of its financial nsks

Exposure to credit nsk

The firm does not generally extend credit to 1ts clients or counterparties, although exposure does arise when
performance fees or commissions become payable Adherence to agreed credit terms 15 monitored closely by
senmior management and regulatory capital 1s maintained to cover assessed risk of default The firm's credit
exposures are set out in note 6 to the financial statements The firm also mantains an exposure i connection
with funds held ¢n current and deposit accounts with its bankers

Exposure to price risk
The firm does not take positions itself and hence does not expose itself to price nisk

Exposure to liquidity risk

The firm assesses its exposure to lquidity nsk as part of its ICAAP process and the implementation of its Liquidity
Risk Management Framework and marntains regulatory capital to cover the assessed nsk of adverse changes In
the value of the firm's assets, including its illiquid assets



Mill Finance Limited

Report of the directors
for the year ended 31 December 2011 (continued)

Financial instruments and Pillar 3 disclosures (continued)

Exposure to cash flow risk
The firm seeks to maintain at all tmes sufficient funds in readily accessible accounts with its bankers to meet its
habiities when they fall due Details of the balances are given in the balance sheet on page 10

In addition, in accordance with the FSA rules the firm maintains capital eguivalent to €125,000 (its 'base capital
requirement’) The relevant figure to be maintained 1s kept under regular review

Capital resources
The firm's capital resources are compnsed only of core tier one capital, specifically permanent equity share
capital and audited retained earnings

The firm's tier one capital and deductions made there from in accordance with the FSA's rules at 31 December
2011 are summansed as follows

£'000
Permanent equity capital 300
Audited retained earnings (104)
Deductions -
Tier one capital 196
Base Capital Requirement (104)
Surplus of own funds 92

Comphance with BIFRU 3,4,6,7 and 10
As a hrmited licence firm, the firm 1s required to hold mimimum capitat computed as the higher of

() s base capital requirement, or

(1} s fixed overhead requirement, and
{m} the sum of its credit nsk and market nsk requirements

There 1s no requirement for the firm to hold any capital in respect of operational sk However the firm reviews
the adequacy of its internal capital, taking into account its capital resources requirements and its current and
future activities, at least annually and determines whether it 1s prudent to hold capital in excess of its capttal
resources reguirements in respect of certain risks

The firm employs the standardised approach to credit nsk Its credit nsk requirement I1s computed In part by
reference to 8% of the nsk weighted exposure amounts for each of the standard exposure classes set out In
BIPRU 3 2 9 R of the FSA handbook The relevant amount as at 31 December 2011 is £4,307

The firm has no trading book It therefore has no minimum capital requirements In respect of trading book
business

The firm has no foreign currency exposure It therefore has no mmimum capital requirements in respect of foreign
currency exposure

The firm has no positions iIn commodities and therefore no commodity position risk requirement



Mill Finance Limited

Report of the directors
for the year ended 31 December 2011 (continued)

Financial instruments and Pillar 3 disclosures (continued)

Compliance with BIPRU 3,4,6,7 and 10 (continued)
As a imited licence firm there s no requirement for the firm to maintain an operational risk capital requirement

The firm has neither retail nor equity exposures that require any allocation of capital

The firm does not engage In any denvative trading or otherwise take positions in derivative instruments It
therefore has no counterparty risk in relation to such transactions

Credit nisk and dilution risk

The directors consider, for accounting purposes, an exposure to be "past due” when a counterparty has falled to
make a payment when contractually due The directors consider an exposure to be "Impaired” when it becames
likely that the exposure will realise less than its book value The directors review all receivables for impairment on
a regular basis and make provisions where they consider it appropnate

At 31 December 2011 there were no amounts considered by the directors to be rmpaired and accordingly no
provision for impairment existed at the balance sheet date

Risk weighted exposure amounts in accordance with the standardised approach

The firm employs the simplified method of assessing nsk weighted exposure amounts and does not employ
ratings agencies in connection with this exercise  The firm's only exposure 1s In respect of its current account
which 15 held with a UK bank rated ‘A’ by Standard and Poor's,

Market risk
The firm had no capital resource requirement in respect of foreign currency position nsk as the company had no
foreign currency positions

Non-trading book exposures in equities
There are no non-trading book exposures in equites

Exposures to interest rate risk in the non-trading book

The firm I1s exposed tc interest-rate nsk in relation to monies held on interest-bearing deposit with the firm's
bankers, although the nsk involved 1s considered neglgtble and accordingly a detalled measurement of interest-
rate nsk has not been undertaken

Secuntisation
The firm does not engage in secuntisation

Remuneration

The firm ensures that its remuneration of Code Staff 1s In ine with its business strategy, objectives, values, and
long-term interests, promotes sound and effective nsk management, and does not encourage nsk-taking that
exceeds the firm's level of tolerated risk

The Remuneration Committee 1s made up of at least two Directors drawn from the firm's Board or parent entity,
plus the firm's Compliance Officer or Risk Manager No change in the remuneration of Code Staff, including the
payment of discretionary bonuses or the agreement of guaranteed bonuses, may be made by the Board without
having first received a recemmendation from the Remuneration Commitiee

Varnous members of the firm's Code Staff also perform functions within other Mill Group subsidiaries The
following disclosures are therefore in respect of the firm and the Group

Mill Finance (MFL} Mill Group (excl MFL) Number of Code Staff

Key management remuneration for
the financial year (refer to note 12) £66,500 £141,054 3



Mill Finance Limited

Report of the directors
for the year ended 31 December 2011 (continued)

Post balance sheet events

There are no post balance sheet events requiring disclosure

Directors
The directors of the company dunng the year were

D H S Toplas
S N Phillips
A C Norns (resigned 1 February 2011)

Directors’ responsibilities

The directors are responsible for prepanng the directors' report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and farr
view of the state of affars of the company and of the profit or lass of the company for that period

In prepanng these inancial statements, the directors are required to
*  select surtable accounting policies and then apply them consistently,
* make judgements and accounting estimates that are reascnable and prudent,

* state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explained in the financial statements, and

¢ prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the
company will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company
and 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




Mill Finance Limited

Report of the directors
for the year ended 31 December 2011 (continued)

Auditors

All of the current directors have taken all the steps that they ought to have taken to make themselves aware of
any information needed by the company's auditors for the purposes of thewr audit and to establish that the
audrtors are aware of that information The directors are not aware of any relevant audit information of which the
auditors are unaware

BDO LLP have expressed ther willingness to continue in office and a resclution to re-appoint them will be
proposed at the annual general meeting

On behalf of the Board

—

D H S Toplas
Director

Date |G APUL oIl



Mill Finance Limited

Independent auditor's report

TO THE MEMBERS OF MILL FINANCE LIMITED

We have audited the financial statements of Mill Finance Limited for the year ended 31 December 2011 which
comprise the profit and loss account, the balance sheet, the cash flow statement and the related notes The
financral reporting framework that has been applied in therr preparation 1s applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1Is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Qur audit work has been undertaken so that we might state to the company's members
those matters we are required to state to them in an auditor's report and for no other purpose To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company's members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explaned more fully 1n the statement of directors’ responsibilities, the directors are responsible for the
preparation of the financial staternents and for beng sabshed that they give a true and far view  Our
respensibility 1s to audit and express an opinion on the financial statements in accordance with applicable law
and International Standards on Auditing (UK and lreland) 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 descnption of the scope of an audit of financial statements 15 provided on the APB's website at
www frc org uk/apb/scope/prnivate ¢fm

Opinion on financial statements
In our opinion the financial statements

* give atrue and fair view of the state of the company's affarrs as at 31 December 2011 and of its proiit 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
Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information grven in the directors’ report for the financial year for which the financial statements
are prepared Is consistent with the financial statements




Mill Finance Limited

Independent auditor's report (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, in 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 received all the information and explanations we require for our audit

(0 WP

Alexander Tapp (senior statutory auditor)

For and on behalf of BDO LLP, statutory audifor
London

United Kingdom

pate 14 A Lot2

BDO LLP i1s a hmited habilty partnership registered in England and Wales (with registered number OC305127)



Mill Finance Limited

Profit and loss account
for the year ended 31 December 2011

Note 2011 2010

£ £

Turnover 126,106 93,750
Administrative expenses {113,303) {91,076)

Operating profit 2 12,803 2,674

Interest recevable 4 1,652 1,656

Profit on ordinary activities before taxation 14,455 4,330
Tax on profit on ordinary activities 5 (438) (464)

Profit for the financial year 10 14,017 3.866

All amounts relate to continuing activities
All recognised gains and losses are included in the profit and loss account

The notes on pages 12 to 16 form part of these financial statements



Mill Finance Limited

Balance sheet
at 31 December 2011

Company number 5257957 Note 201 2010
£ £

Current assets
Debtors 6 491 24,903
Cash at bank 269,193 335,766
Net current assets 269,684 360,669
Creditors. amounts falling due within one year 7 (18,226) (20,979)
251,458 339,690
Creditors: amounts falling due after more than one year 8 (54,984) (157,233)
Net assets 196,474 182,457

Capital and reserves

Called up share capital 9 300,000 300,000
Profit and loss account 10 (103,526) (117,543)
Shareholders' funds 11 196,474 182,457

The financial statements were approved by the Board of Directors and authonised for issue on  |§ APRAL 200 )

)

D H S Toplas
Director

The notes on pages 12 to 16 form part of these financial statements

10



Mill Finance Limited

Cash flow statement
for the year ended 31 December 2011

Operating profit

(Decrease)/increase In creditors
Decrease/(increase) in debtors

Note

Net cash (outflow)/inflow from operating activities

Returns on investments
Interest receved

{Decrease)/increase in cash

Cash brought forward

Cash carried forward

13

The notes on pages 12 to 16 form part of these financial statements

11

2011 2010

£ £

12,803 2,674
(105,440} 51,966
24,412 (24,903)
(68,225) 29,737
1,652 1,656
(66,573) 31,393
335,766 304,373
269,193 335,766




Mill Finance Limited

Notes forming part of the financial statements
for the year ended 31 December 2011

Accounting policies

The financial statements have been prepared under the histerical cost convention and are in accerdance
with applicable accounting standards The following principal accounting policies have been applied

Turnover

Turnover s attnibutable to fees earned on an accrual basis, from operating collective nvestment schemes
Turnover anses solely within the United Kingdam

Deferred taxation

Deferred tax balances are recogrised n respect of ail tirming differences that have onginated but not
reversed by the balance sheet date except that the recognition of deferred tax assets 1s hmited to the extent
that the company anticipates making sufficient taxable profits in the future to absorb the reversal of the
underlying timing differences

Deferred tax balances are not discounted

Liquid resources

For the purposes of the cash flow statement, hquid resources are defined as short term deposits

Operating profit

2011 2010
£ £
The operating profit has been arnved at after charging
Audnors’ remuneration 5,250 5,250
Directors and employees
2011 2010
£ £
Directors' remuneration 9,000 43,000

The dwectors' remuneration in the current and previous year, has been borne by Ml Group Limited {the
immediate parent undertaking), and recharged to Mill Finance Limited (refer to note 12)

The company has no employees other than the directors in the current and previous year Management
costs borne by Mill Group Limited are recharged to Mill Finance Limited (refer to note 12)

12



Mill Finance Limited

Notes forming part of the financial statements
for the year ended 31 December 2011 (continued)

Interest receivable

2011 2010
£ £
Bank interest 1,652 1,656
Tax on profit on ordinary activities
2011 2010
£ £
Current tax
UK corporation tax charge on result for the year 438 464

The tax assessed for the year differs from the standard rate of corporation tax in the UK The differences
are explained below

2011 2010
£ £
Profit on ordinary activities before tax 14,455 4,330
Loss on ordinary activities multiphed at the standard rate
of corporation tax in the UK of 26 5% (2010 - 28%) 3,831 1,212
Effects of
Utiisation of tax losses {3,393) {748)
Current tax charge for the year 438 464
Debtors
2011 2010
£ £
Trade debtors - 22,560
Prepayments - 2,343
Amounts due from group undertakings (see note 12) 491 -
491 24,903

All amounts shown under debtors fall due for payment within one year

13




Mill Finance Limited

Notes forming part of the financial statements
for the year ended 31 December 2011 (continued)

7  Creditors- amounts falling due within one year

Trade credtors
Accruals
Corporation tax

8  Creditors: amounts falling due after more than one year

Amounts due to group undertakings (see note 12)

Amounts due to immed:ate parent undertaking (see note 12)

9  Share capital

Authorised, aflotted, called up and fully paid

Ordinary shares of £1 each

10 Reserves

At 1 January 2011
Profit for the year

At 31 December 2011

14

2011 2010
£ £
12,498 13,765
5,290 6,750
438 464
18,226 20,979
2011 2010
£ £
54,520 75,015
464 82,218
54,984 157,233
2011 2010
£ £
300,000 300,000
Profit
and loss
account
£
(117,543)
14,017
(103,526)



Mill Finance Limited

Notes forming part of the financial statements
for the year ended 31 December 2011 (continued)

11

12

Reconciliation of movements in shareholders’ funds

2011 2010

£ £

Opening shareholders’ funds 182,457 178,591
Profit for the financial year 14,017 3,866
Closing shareholders' funds 196,474 182,457

Related party transactions

Dunng the year, the company had transactions in the ordinary course of business and on an arms length
basts with companies which are related parties by virtue of being under the common ultimate control of Mill

Group Limited or under common directorship at the year end

Qutstanding balances at the year end with these companies have been disclosed in note 8 as amounts

owed to group undertakings These balances can be further analysed as follows

2011 2010
£ £

Creditors amounts falling due after more than one year {note 8)
Mill Group Limited - immediate parent undertaking 464 82,218
Mill Funds Limited - fellow subsidiary underatang 54,520 75,015
54,984 157,233

Mr D Toplas 1s a director of lICF GP Limited to which fees of £126,106 (2010 - £93,750) were charged

dunng the year by the company

The company incurred expenditure during the year in respect of management and administration services of

£12,000 (2010 - £12,000) provided by Mill Funds Limited, a group undertaking company

Drrectors' remuneration and management costs were incurred by Mili Group Limited and recharged to the

company during the year The total recharge for the year was £ 31,220 (2010 - £48,504)

Included in debtors 15 an amount of £491 (2010 - £nil) which represents monies owed by Investors in Homes

Management Limited, a tellow subsidiary undertaking

15




Mill Finance Limited

Notes forming part of the fihancial statements
for the year ended 31 December 2011 (continued)

Analysis of net debt
At Cash At
1 January flow 31 December
201 2011 2011
£ £ £
Cash in hand and at bank 335,766 (66,573) 269,193

Immediate and ultimate parent company
The immediate parent company i1s Miill Group Limited which i1s registered in England and Wales
The ulimate parent company 18 Hexworth Holdings Limited which 1s registered in the British Virgin Isiands

Both Hexworth Holdings Limited and Mill Group Limited are under the ultimate control of the D H 8 Toplas
Settlement

16




