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Marlin Financial Group Limited

Strategic report

BUSINESS REVIEW

ERCand porlfolm purchases

- At 31 December 2013 84-month ERC and 120-month ERC, as defined on page 3, have increased to £318.8 million
and £383.4 million respcctively (31 December 2012 - £216.7 million and £255.1 million respectively). During the
year ended 31 December 2013 on a pro forma' basis we acquired debt portfolios with a face value of £690.1 million
for a purchase price of £67.6 million. On a UK GAAP basis the portfolio purchase price was £64.5million. We also
acquired further portfolios of non-performing unsecured personal loans from Northern Rock Assct Management for
£50 million and Lloyds Banking Group for £46 million which we jmmediately resold, but we continue to obtain
commission revenues on these portfolio, *

Revenue
During 2013 total revenue nncreased by 37% to £58.8 million (2012 - £42.8 million) driven by strong collections
performance. On a pro forma® basis 2013 total collcchons increased by 46.2% to £62.7 million.

Operating profit

Operating: profit before exceptionals increased to £13.6 million from £7.9 million in 2012 due to the increase in
revenue driven by our core collections. ‘Our collection costs ratio improved year on year delivering an incrcase in
pro forma Adjusted EBITDA to £44.0 million (2012 - £29.4 million) with a pro forma Adjmted EBITDA ratio of
63.1% for the year (201 2 - 68.7%). Adjusted EBITDA is defined on page 6.

Loss before tax

After finance costs of £32.0 million (2012 ~£20.1 million) loss bcforc tax for the year was £20.5 million (2012 -
£13.0 million). Finance costs in the year ta 31 December 2013 include £9.3m of refinancing costs on the issue of the
10.5% Senior Secured Notes.

Taxation
A tax credit of £1.4 million (2012 - £0.2 million) accrued during the year.

! Pro forma debt portfolio acquisitions have been calculated by adding back £3.9million of receipts from the vendor
of the Northern Rock portfolio acquired in 2013 and deducting £0.8m of interest added to the purchase price. The
treatment adopted. in the GAAP presentation is to net this amount against the purchase price for the portfolio but the
Group believes that the pro forma presentation of showing these receipts as revenue provides a clearer picture of the
perfarmance in the period. The figure of £3.9million covers receipts for the period from the February valuation date
for the portfolio through to the point at which the Group became preferred purchaser of the portfolio.

% Pro forma collections have been calculated treating the £3.9million of receipts discussed above as part of
collections.



Marlin Financial Group Limited

Strategic report (continued)

Key performance indicators

The following table summarises the key financial data and key performance indicators used by the Directors to

assess the performance, of the Group.

£millions, except for percentages and ratios or unless otherwisc noted

Operating

84 month ERC !

120 month ERC @

Price paid for debt portfolios purchased in the period

Number of live accounts held as at the périod end ¢

Number of owned accounts held as at the period eénd %

Total number of debt purchase transactions completed as at the period cnd since
January 1,2006 @

Financial i

Owned Collections'”

. Pro-forma Owned Collections

Contingency Collections ™

Pro-forma Revenue

Cosi-to-Collect ¥ :
Cost-to-Collect % on Owned Pro-forma Portfolio Collecuons
Cost-ta-Collect % on Pro-forma Revenue to date
Cost-to-Collect % on Tota] Pro- forma Collections

Direct Cost-to-Collect '

Direct Cost-to-Collect % on Owned Portfolio Collections
Direct Cost-to-Collect % oni Total Pro forma Collecuons
EBITDA

Adjusted EBITDA "

Adjusted EBITDA as a % of Pro-Forma Revenue
Adjusted Net Debt 02

For the For the
Year " Year
enided ended .

31 December 31 December
2013 2012
318.8 216.7
3834 255.1
68.4 50.5

350,543 201,985

516,791 279,736

41 36
56.5 42
60.4 . 421
139 - 09
62.7 428
18.7 134
31.0% 31.8%
29.8% .31.3%
25.2% 31.1%
8.7 44
14.4% 10.4%
11.7% 10.2%
38.0 - 285
44.0 294
70.2% 68.7%
135.6 66.7

(1) 84 Month ERC represents our expected gross cash proceeds over an 84 month period from our purchased
debt porifolios assuming no additional purchases are made and on an undiscounted basis.

{(2) 120 Month ERC represents our expected gross cash proceeds over an 120 month period from our purchased
- debt portfolios assuming no additional purchases are made and on an undiscounted basis.

(3)  Price paid for debt portfolios purchased represents the purchase price of debt portfolios purchased in the
period bascd on our operational records, This is before any GAP cash is received.

(4) A live account is an individual customer debt held by us that is not closed, i.e., paid off, settfed or written off

in full.

(5)  Anowned account is an individual customer debt held by us including statute-barred acéounts.

(6)  Decbt portfolio purchase transaction refers to the purchase of one or more debt portfohos under a single debt

%ale agreement,



Marlin Financial Group Limited

Strategic report (continued)

Key performance indicators (conti’nued) ‘ -

{7)  Owned Collections represents actual gross collections on our purchased aebt portfolios, plus put backs
(portions of debt portfolios re-assigned to the. vendor), plus disposal proceeds on partfolio account salcs. A
(8)  Contingency Collections represents.actual gross collections on portfolios which we service for third parties.
(9)  Cost-to-Collect represents cost of sales plus operating expenses (net) adjusted to cxclude amortisation of
purchased debt portfolios, depreciation of tangible fixed assets, amortisation of intangible assets and other
exceptional costs. Cost-16-Coliect is calculated as follows:
For the For the
Year Year
ended ended
31 Decemiber 31 December
2013 2012
. . £millions £millions
Cost of sales aE . : 32.5 23.8
Operating expenses (net) : 14.8 119
Amortisation-of purchased debt portfolios: ' (25.8) (20.8)
Depreciation of tangible fixed assets and amortisation of intangible assets (0.7) 0.6)
Exceptional costs ¥ : .1 (0.9)
Cost-to-Collect . : 18.7 134
(@)  Exceptional costs include items that are identified internally for managément reporting purposes that, by

virtue of their nature, are. not considered to be representative of the performance of the business and may
jmpact year-on-year comparability. We believe these amounts should be disclosed. separately to assist in the
understanding of our liquidity and performance. Exceptional cost§ in the year ended 31 December 2013 relate
to costs associated with the-sale of the business and consultancy costs associated with group restructurings
and disposal of the business which were: not implemented by year end. Exceptional costs in the year énded 31
December 2012 related primarily to restructuring costs in connection with a proposed organisational
restructuring which we have not implemented. to date. Items included within cxceptional costs have occurred
in prior periods, and may occur in the. future.



Marlin Financial Group Limited

Strategic¢ report (continued)

Kgy‘ performance-indicators (continued)

10)  Direct Cost-lo-Collect represents cost of sales adjusted to exclude amortisation of purchased debt portfolios,
and to .include call cenlre and: collection staft salaries and bonuses. Direct Cost-to-Collect is calculated as

follows::
For the For the
Year Year
ended . ended
31 December 31 December
‘ 2013 2012
o £millions £millions
Cost of sales 325 238
Less: ‘ ' ’
Amortisation of purchased debt portfolios (25.8) (20.8)
Plus:
-Call centre and collection staff costs . . ' 2.0 14
Direct Cost-to-Collect ' ‘ 8.7 4.4

’

(1) " We define Adjusted EBITDA as net cash outflow from operating activities adjusted to exclude the effects of
working capital adjustments, debt portfolio acquisitions, exceptional costs and the pro forma. The following
table sets forth a reconciliation of net cash autflow from operating activities to EBITDA and Adjusted
EBITDA for the periods indicated:

For the For the

Year Year

ended ended

- 31 December 31 December

. : : 2013 2012

-£millions £millions

Net.cash outflow from operating activities : . (29.0) (12.5)

Working capital adjustments @G.0) 2.7
Debt portfolio acquisitions (net) © . 70.0 43.7
EBITDA . = 380 28.5
Exceptional costs . : 2.1 0.9
Pro forma adjustment : ' . 39 -
Adjusted EBITDA : ’ - 440 294

(8)  Net cash outflow from operating activities includes cash flow relating ta debt portfolio acquisitions, which
represent the cost of all debt portfolios purchased in the period.

(b} Working capital adjustments represents the net movement on debtors and creditors, excluding the existing
revolving credit facility and related issue costs, shareholder funding and related accrued interest, and
corporation tax creditors or accruals,



Marlin Financial Group Limited

Strategic report (continued)

Key performance indicators (continued)

(c)  Debt portfolio acquisitions (net) represents the cost of all debt portfolios purchased in the period as recarded
in our financial statements. The aggregate purchase price of our debt portfolios for a period as recorded in
our financial statements may vary from the purchase price as it appears in our operational records, These
variatians occur generally as a result of the timing delay between the exccution of the purchase agreement for
a debt porttolio (when the price is reflected in our operational records) and the final payment of the purchase
price (when the price is reflected in our accounting records). Such delays can lead to purchases being
recorded in different periods in our operational and accounting records, and as a result of such delays the
actual purchase price paid may also be lower than the agreed price due to put backs of uncollectable accounts:
by us during such delays, which reduce the purchase price. -

(d)  Exceptional costs includc itcms that are identified internally for management reporting purposes that, by

virtue of their nature, are not considered to bé representative of the performance of the business and may
impact year-on-year comparability. We believe these amouats should be disclosed separately to assist in the
‘understanding of our liquidity and performance, Exceptional costs in the year ended 31 December 2013 relate
to consultancy costs associated with group restructurings which have.not yet been-implemented, Exceptional
costs in the year ended 31 December 2012 related primarily to restructuring costs in. connection with a
proposed organisational restructuring which we have not .implemented to date. Ifems included within
exceptional costs have occurred in prior periods, and may occur in the future.

(e)  The pro forma adjustment represents cash received from the vendor of the Northern Rock portfolio between
the period from the February valuation date through to the point at which the Group became the preferred
purchaser of the portfolio.

For supplemental purposes, we have also included a reconciliation of loss for the financial penod to EBITDA and
Adjusted EBITDA. In this regard, Adjusted EBITDA represents the loss for the financial period adjusted to exclude
the effects of tax on loss on.ordinary activities, finance charges (net), depreciation of tangible fixed assets,
amortisation of intangible assets, amortisation of purchased debt portfolios, exceptional costs and the. pro forma
adjustment. The following table provides a reconciliation of loss to Adjusted EBITDA for the period indicated.

For the For the

Year ended Year ended
31 December 31 December
2013 2012
£millions £millions

Loss for the financial period , (19.1) (12.8)
Tax on loss on ordmary activities ‘ (1.4) 0.2)
Finance charges ¢ 32.0 20.1
Depreciation of tangible fixed and amortisation of intangible assets ® 0.7 0.6
Amortisation of purchased debt portfolios © 25.8 20.8
EBITDA ' 38.0 28.5
" Exceptional costs @ cL 2.1 0.9
Pro forma adjustment © ' . : 3.9 .

Adjusted EBITDA ' 44.0 29.4



Marlin Financial Group Limited

Strategic report (continued)

Key performance indicators (continued)

(a) Finance charges (nét) include interest payable and similar charges, interest receivable and similar income,
and other finance income. Interest payable and similar charges is comprised of finance lease interest, other
loans interest, other interest, amortisation of loan issue costs, bank overdrafts and interest on corporation tax
liability,

-{b)  Depreciation of tangible fixed assets and amortisation of intangible assets represents the write off of tangible
fixed assets and the goodwill recognised at the time of the parent’s acquisition of Black Tip Capital Holdings
Limited (an indirect subsidiary of the Group) and Potomac Limited {(which was wound up in June 2013). -

(c)  Amortisation of purchased debt portfolios represents the write off of the purchasc price of a purchaged debt
portfolio-over-a 120 month period. ‘

(d)  Exceptional costs include items that are identificd internally for management reporting purposes that, by
virtue of their nature, are not considered to be- representative of the performance of the business and may
impact year-on-ycar comparability. We believe these amounts should be disclosed separately to assist in the
understanding of our liquidity and performance. Exceptional costs in the year ended 31 December 2013 relite
to.consultancy costs associated with group restructurings which have not yet been implemented. Exceptional
costs in the year ended 31 December 2012 related primarily to restructuring costs in connection with a
proposed organisational restructuring which we have not implemented to date. Items included within
exceptional costs have occurred in prior periods, and may occur in the future.

~(€)  The pro forma adjustment represents cash received from the vendor of the Northern Rock portfolio between
' the period from the February valation date through to the ‘point at which the Group became the preferred
purchaser of the portfolio.

(12) Adjusted Net Debt represents net debt excluding Shareholder Funding. Adjusted Net Debt is calculated as

follows:
Agat Asat
31 December 31 December
2013 2012
£millions £millions
Net debt _ 173.3 121.1
HMRC Payment-in-kind (“PIK™) notes ® A 2.5 1.5
Less: ‘
Sharcholder Funding . . (42.1) (55.9)
- Client cash ) 1.9 -
Adjusted Net Debt 135.6 66.7

~(a)  Netdebt represents total debt net of cash at bank and in hand and bank overdrafis; and excludes unamormed
debt issue costs.

(b) HMRC PIK notes represent PIK notes issued to HMRC in respect of withholding tax on interest payments on
certain of our sharcholder fonding.



Marlin Financial G_r.oup, Limited

Strategic report (continued)

Principal risk and uncertainties

The Directors consider the principal risks and. uncertainties to the business include insufficient availability of
funding, a lack of adequate quality portfolios being offered to the market, the reduction of collection rates due to the
economic environment and the potential for regulatory action being taken against the Group. The Directors believe
that the Group is well placed to manage these risks. The Group benefits from the strong underlying performance of
its portfolios under management, with collection rates remaining strong. These portfolios provide the Group with a
source of long term cash flows. The Group has established appropriate internal controls to ensure its activities
comply with best practice and continues to monitor areas of risk within its corpliance team.

On 1 April 2014, responsibility for the regulation of consumer credit activities transfers from the Office of Fair
Trading (OFT) to the Financial Conduct Authority (FCA). All companies in the Marlin group currently holding a
Consumer Credit Licence, granted by the OFT, have been granted an interim permission by the FCA to continue
carrying on regulated consumer credit activities. Froma 1 April 2014 the FCA will invite cach of these companies to
apply for FCA authorisation,

Financial risk management objectives and policics
The Group's activities expose it to a number of financial risks including cash flow risk, credit risk and liquidity risk.

Cash flow risk A
The Group's activities expose it primarily to the risk of changes in interest rates. The Group’s borrowings are at a
range of fixed margins over short-term LIBOR. .

While the majority of the Group’s borrowings are in GBP the Group also has some USD and Euro denominated

borrowings on which the Group is exposed to changes in foreign exchange rates. These have been repaid since the

year end. -

The Group ensures it has sufficient liquid funds available to manage any volatility in its loan repayments due to these
risks. The Group has entered into a derivative contract to partially mitigate its interest rate exposure, Further details
of these are given in note 25. This has been cancelled since the year end at no cost to the Group.

Credit risk

The Group’s principal financial assets are bank balances, trade and other debtors. The Group’s debt portfolios are
recorded as Stocks;: purchased debt portfolios and amortised according to the expected level of collections from each
portfolio. They are therefore not considered to be financial assets. Further details of the accounting policy for these
portfolios is set out in note 1 of the financial statements.

The Group’s credit risk is primarily attributable to its trade and other debtors. The amounts presented in the balance
sheet are net of allowances for doubtful debtors. An allowance for impairment is made where there is an identified
loss event which, based on previous experience, is evidence of a reduction in the recoverability of the cash flows.

The credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings assigned by
intemational credit-rating agencies.

Ligquidity risk :

The majority of the Group’s borrowing is in the form of £150m 10.5% Senior Secured Notes with a fixed repayment
date of 2020.

The remaining loans were provided by related parties as described in note 26. These loans have fixed repayment
terms and the Group manages its financial resources to ensure it has sufficient hqmd:ty to meet these loan
repayments,

The additional equity funding provided to the Group by Duke Street in 2011, 2012 and 2013 and the availability of a
£25m RCF means the Group has sufficient liquidity to allow it to acquire further debt portfolios. )



Marlin Financial Group Limited
Strategic report (continued)

. Future outlook

No material changes are expected in the activities of the Group although there has been a change in owners’hip of the
“Group as'discussed below. Based on the Group’s latest collection forecast the Directors expect substantial operating

profits from the portfolios under management. over the foreseeable future.

The purchase of the Group by Cabot Financial Holdings Group Limited post-year will enable the Group to continue

its growth by henefiting from operating synergies within the enlarged group.

Going concern

Sincé the year end the Group has been purchased by Cabot Financial Holdings Group Limited which is ultimately
supported by Encore Capital Group Inc. Cabot has indicated its intention to continue to support the Group’s growth
and provide the financial support to achieve this. The combined group intends to continue the strategy of 'growth
through the acquisition of portfolios and budgets and forécasts for the combined busincss have been prepared on this.
basis. On this basis the Directors have a. reasonable expectation that the Group and the Company have adequate
resources to continue in operational existence for the foreseeable future, Accordingly, they continue to adopt the
going-concem basis in preparing the Annual Report and Financial Statements.

Non adjusting events

Non adjusting events have been disclosed in note 22 to-the Finaricial Statements.

Approved by the Board-and signed on its behalf by:

K Stannard
Director

\ igdlAMarch 2014



Marlin Financial Group Limited .

" Directors’ report

The Directors-present their Annual Report and the audited Financial Statements for the year ended 31 December
2013, ' ' :
Dividends

The Direclors do not propose a final dividend for the year (2012: £nil).

Directors’ indemnity insurance

The Company has made qualifying third party indemuity provisions for the henefit of its directors.

Directors

The Directors who $erved throughout the year and up to the date of approval of the financial Statcments, and their
dates of appointment, were as follows:

J Lawford (resigned 10 February 2014)
M Dunphy (resigned 10 February 2014)
] De Blocq van Kuffeler (resigned 10 February 2014)
J B Sinclair (resigned 10 February 2014)
P Richardson :

M Cresswell-Turner - (resigned 10 February 2014)
J S Telford ( . resigned 8 April 2013)

K Stannard _

C Ross-Roberts (appointed 10 February 2014)

Details of significant events since the balance sheet date are contained in note 22 to the financial statements. An
indication of likely future developments in the-business of the company is included in the strategic report.

Independent auditor and statement of provision of information to the independent auditor

Each of the persons who is-a director at the date of approval of this repart confirms that:

(1) so far as the director is aware, there is no relevant audit mformanon of which the Company's auditor is
unaware; and

(2) the director has 1aken 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 is aware of that

information. :

This confirmation is. given and should be interpreted in accordance with the provisions of s418 of the Compagies Act

2006.

" Deloitte LLP have indicated their willingness to be reappointed for another term and appropriate armngemcnts have
been put in place for them to be decred reappointed as auditor in the absence of an Annual General Meeting.

.Approved by the Board and signed on its behalf by:

j

Ay

K Stannard
Director

5“'\' March 2014

10



Marlin Financial Group Limited

Directors’ responsibilities statement

The Directors are responsible for. preparing the Annual 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 conipany 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 the Group and of the profit or loss of the Group for that petiod. In preparing these
financial statements, the Directors are required to:

o  seclect suitable accounting policies and then apply them con§i'stentiy;
o make judgments and accounting estimates that are reasonable and prudent;
» state whether applicable UK Accounting Standards have been followed; and.

e prepare the financial statements on the g p,omg concern basis unless it is inappropriate to presume that the
Company will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and cxplam 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 irregularities. .

11



Independent auditor’s report to the members of
Marlin Financial Group Limited

We have audited, the Group and parent company finarcial statements of Marlm Financial Group Limited for the year
ended 31 December 2013 which comprise the consolidated profit and loss account, the consolidated and’ company
balance sheets, the consolidated cash flow statement, the associated notes: to the consolidated cash flow statement,
and the related notes 1 to 26, The financial reporting framework that has been applied in their preparation is
applicable law and United Kingdom Accounting Standards -(United Kingdom Gerierally Accepted Accounting
Practice).

"This report is made solely io 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 lo.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
permitied by law; we do not-accept or assume responsibility to anyonc other than the company angd the company’s
members as a body, for our audit work, for this repert, or for the opinions we have formed.

Respective rupom'lnhms of directors and the aunditor

As explained more fully in the Dircctors® Responsibilities Statement, the directors are responsnble for the: premrauon
of the financial statements and for being satisfied thai they give a truc and fair view, Our responsibility is to audit
and express an opinion on the financial statements in accordance with applicable law and International Standards on
Auditing (UK and freland). 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 involves obtaining cvidence about the amourits and disclosures in 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 policics arc appropriate (o the group’s and the parent
company’s citcumstances. and have been consistently applied and adequately disclosed; the reasonablencss of
. significant accounting estimates made by the directors; and the overall présentation of the financial statements. In
addition, we read all the financial and non-finaiicial information in the annual report to identify material
inconsistencies with the audited financial statements and to identify any information that is apparently materially
incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of performing the
audit. 1f we become aware of any apparent material misstatements or inconsistencies we consider the implications
for our report.

Opinion on financial siatements
In our opinion the financial statements: B

. give a true and fair view of the state of the-Company’s und Group’s affairs as at 31 December 2013 and of
the loss of the Group for the year then ended;

. have been properly prepared in _accordance.wilh United Kingdom Generally Accepted Accdunting Practice;
and .

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

Opinion an other matter preseribed by the Companics Act 20006
n our opinion the information. given in the Strategic Report and Directors™ Report for the f'nancoal year for which
the financial statements are prepared is consistent with the financial statements.

Matters on which-we are required to report by exception
We have nothing to report in respect of the following matters where the C ompames Act 2006 requires us to report 10

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 refurns; or

. certain disclosures of directors' remuneration specified by law are not made; or

s we have not received all the information and explanations we require for our audit.

Lo Sualn

lan Smith

(Senior Statutory Auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
Crawley, United Kingdom

19" March 2014



Marlin Financial Group Limited

Consolidated profit and loss account
For the year ended 31 December 2013

* Turnover

Cost of sales

Gross profit

- Operating expénses’

Exceptional costs

Total Operating expenses (net)
Oper'nting'proﬁi l

Fina.nce charges (net)

Loss on ordinary activities before taxation
Tax dn loss on ordinary activities

Loss for the financial year

. The results for the year derive from continuing operations.

Notes

19,24

Year ended  Year ended

31 December 31 December

2013 2012

£ £

58,761,899 42,791,006
(32,494,937)  (23,813,766)

26,266,962 18,977,240
(12,668,174)  (11,031,619)
(2,144,514) (859,639)
(14,812,688) (11,891,258)

11,454,274 7,085,982
(31,974,882)  (20,126,227)

' (20,520,608)  (13,040,245)
1,420,638 249,192
(19,099.970)  (12,791,053)

There arc no further recognised gains and losses for the current financial year other than as stated in the profit and
loss account and as a result no statement of total recognised gains and losses is given. .

Notes 1 to 26 form part of these financial statements,



Marlin Financial Group Limited

Consolidated balance sheet
As at 31 December 2013

Fixed assets
. Goodwill
Tangible fixed assets .

Current assets:
Stocks: Purchased debt portfolios

Debtors: amounts-falling due within one yéar

Cash at bank and.in hand - restricted
: - unrestricted

Creditors: amounts falling due within one
year

Net current assets
Total assets less current liabilities

Creditors: amounts falling due after more
than one yéar

Provisions for liabilities

Net liabilities

Capital and reserves

Called up share capital

Sharc premium :

Profit and loss account — deficit

Totusl shareholders® deficit

Note

12
13

14

15

16

17
19

19

24

Not'cs 1 to 26 form part of these financial statements,

2013 2012

£ £ £ £
7,244,435 7,697,212
884,833 494,795
— /
8,129,268 - 8,192,007
144,139,170 ' 105,448,728
1,448,435 ) 328,901
1,899,803 3,657,613
16,891,500 1,901,822
164,378,908 111,337,064
(17,274,436) , (54,031,735)
147,104,472 © . 57,305,329
155,233,740 65,497,336
(185,737,608) (76,576,713)
(351,473) (680,480)
(30,855,341) (11,759,857)
s oy . g
24,394 23,810
5,550,083 . 5,550,074
(36,429,818) (17,333,741)
(30,855,341) : (11,759,857)

The financial statements of Marlin Financial Group Limited, registered number 07195881, were approved by the
board of directors and authorised forissue on |&™ March 2014,

They were signed on its behalf by:

K Stannard
Director

14



Marlin Financial Group Limited

Company balance sheet
As at 31 December 2013

Note
Fixed assets
Tnvestments 11
Current assets
Debtors:
- amounts falling due within one year - 13
- antounts falling due after more than one year 13
Cash at bank and in hand

Creditors: amounts falling due within one year 14

Net current assets

Net assets

Capital and reserves

Called up share capital : 17
Share premium reserve ) 19
Profit and loss account - deficit 19
Total shareholders’ funds 24

Notes 1 to 26 form part of these financial statements.

2013

£ £

11,600
26,188
4,023,904
643
4,050,735
(38,855)

‘ 4,011,880

4,023 480

24,394

5,550,083

(1,550,997)

4,023,480

26,437
4,561,915

4,588,352
(102,725)

~ 2012

11,600

4,485,627

4,497,227

———rwmey

23,810
5,550,074
(1,076,657)

4,497,227

E— s ]

The financial statcments of Marlin Financial Group Limited, registered. number 07195881, ‘were approved by the.
board of dircctars and authorised for issue on | 8¥  March 2014.

They were signed on its behalf by:

K Stannard
Director
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Marlin Financial Group Limited

Consolidated cash flow statement
For the year ended 31 December 2013

Notes

Net cash outflow from operating activities A

Returns an investments and servncing of finance
Interest received
Interest paid

Net cash outflow from returns on
fnvestments and servicing of finance:

Taxation
Tax paid

Capital expenditure
Payments to acquire tangible fixed assets

" Net cash outflow from capital expenditure

Maﬁagemgnt in restricted cash
Decrease/(increasc) in restricted cash

Neét cash outflow before financing:

Issue of ordinary share capital

New loans’

Loans repaid

Loan-issue costs paid

Capital element of finance lease remal payments

Net cash inflow from ﬁnancing

Increase in cash . B.C.

Notes 1'to 26 form part of these financial statéments.

2013 2012
£ £ £ £
(29,049,826) (12,495,876)
: 14,670 , © 319
(9,160,613) (7,850;292)
(9,145,943) (7,849,973)
(581,130) (632,383)
! . .
(605,110) (459,331)
(605,110) (459,331)
1,757,810 o (184,392)

(37,624,199) (21,621,955)

593 101601
184,271,144 107,715,721
(120,999.952) (19,275.279)
(10,657,908) (6,603,476)
- - (14,582)
52,613,877 21,023,085
14,089,678 302,030

e
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Marlin Financial Group Limited

Notes to the consolidated cash flow statement

For the year ended 31 December 2013

A.

Reconciliation of operating profit to net cash inflow from operating activities .

Qperating profit

Depreciation charges
Amortisation of intangible assets
Decrease in.debtors

Increase in stocks: purchased debt portfolios

Increase in creditors
Foreign exchange
Equity settled share based payients.

Net cash outflow from operating activities

Reconciliation of net cash flow to movements in net debt

Increase in cash in the year

(Decrease)/increase in restricted cash in the year

New third party loans

Third party loans repaid

Repayment of hire purchase liabilities
Non-cash changes and foreign exchange
Net debtat 1 January

Net debt at 31 December

Analysis of changes in net debt

Net cash _ .
Cash in-hand and at bank:
— unrestricted

Cash in hand and at bank — restricted
Debt

Debt due within one year

Debt due after one year

Net debt

2012

2013

£ £

11,454,274 7,085,983

215,070 134,720

452,777 452,777

(734,689) 1,291,193

(44,251,210)  (22,853,524)

3,765,561 1,409,806

" 44,498 (38,561)

3,893 21,730

(29,049,826)  (12,495,876)

2013 2012

£ £

14,989,678 302,030

(1,757,810) 184,392

‘ (184,271,144)  (107,715,721)

120,999,952 79,275,279

' - 14,582

(2,144,103)  (12,535,438)

(121,110,547) - (80,635,671)

(173,293,974)  (121,110,547)

1 January Cash’ Non - 31December

2013 flows Cash items 2013

£ £ £ £

1,901,822 14,989,678 - 16,891,500

1,901,822 14,989,678 . 16,891,500

3,657,613 (1,757,810) . 1,899,803

(48,328268) 42,811,954 5,516,314 .

(78,341,714)  (106,083,146)  (7,660417)  (192,085,277)
(121,110,547)  (50,037,748)

(2,144,103)

(173,293,974)




Marlin Financial Group Limited

Notes to the financial statements
For the year ended 31 December 2013

1. Accounting policies

The Financial Statements are prepared in accordance with applicable United Kingdom accounting standards.
The principal accounting policies adopted are described below and have been applied consistently throughout
the current year and preceding period.

Accounting convention
The Financial Statements are prepared under the historical cost convention,

Basis of consolidation

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

Going eoncern

The Group. intends to continue its strategy of growth through the acquisition of portfolios and the Directors -
have prepared budgets and forecasts, which include the Company, on this basis. Since the year end the Group
has been purchased by Cabot Financial Holdings Group Limited which is vltimately supported by Encore

- Capital Group Inc. Cabot has indicated its intention to continue to support the Group’s growth and provide
the financial support to achieve this, On this basis the Directors have a reasonable expectation that the Group

- and the Company have adequate resources to continue in operational existence for the foreseeable future,
Accordingly, they contmue to adopt the going-concem basis in preparing the Annual Report and Financial
Statements.

Tangible fixed assets
‘Tangible fixed assets are stated at cost, net of depreciation.

Depreciation is provided on cost in equal annual instalments over the estimated useful lives of the aesets The
rates of depreciation are as follows:

Plant and machineéry 20%:straight line

Fixtures and fittings 14% straight line

Computer equipment 20% straight line

Computer software 33% straigbt line
Taxation

Current tax, including UK corporation tax, is provided at amounts expected to be paid (or recovered) using .
the tax rates and Jaws that have been enacted or substantively enacted by the balance sheet date.

Deferred taxation is provided in full on timing differences which resn!t in’an obligation at the balance sheet
datc to pay more tax, or a night to pay less tax, at a future date, at rates expected to apply when they
crystallisc based on current tax rates and law. Timing differences arise from the inclusion of items of income
and expenditure in taxation computations in periods different from those in which they are included in
financial statements, Deferred tax assets are recognised to the extent that it is regarded as more likely than
not that they will be recovered. Deferred tax assets and liabilities are not discounted.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date. Deferred tax is measured at the average tax rates that are expected to apply in the periods
in which the timing differences are expected to reverse based on the tax rates and laws that have been enacted
or substantively enacted by the balance shect date. :



Marlin Financial Group Limited

Notes to the financial statements
For the year ended 31 December 2013

1.

Accounting policies (continued)

Turnover

Tumover from collections on owned portfolios represents the gross collection monjes received and is
recognised at the point of receipt.

Turnover from debt servicing for third parties is the commission receivable net of value added tax and is
recognised at the point when the underlying collections are received.

The group starts to recognise collechons on porifolios from the date at which it has effective control over, the
portfolio, )
Pensions

The Grc'mp operates g defined contribution pension scheme. The amount charged to the profit and loss
account in respect of pension costs and other post-retirement benefits is the contributions- payable in the
period. Differences between contributions payable in the period and contributions actually pdid are shown as
either accruals or prepayments in-the balance sheet.

Foreign currency

Transuctions in foreign currencies are recorded at the rate of exchange at the date .of the transaction.
Monetary assets and liabilities denominated in foreign cumrencies at the balance sheet date are reported.at the

“rates of exchange prevailing at that date. The resulting exchange differences are recorded in the profit and loss

account.
Leases

Assets obtained under hire purchase contracts and finance leascs are capitalised as tangible assets and
depreciated over their useful lives. Obligations under such agreements are included in creditors net of the
finance charge allocated to future periods. The finance element of the rental payment is charged to the profit
and loss account s0.as to produce a constant periodic rate of charge on the net obhgauon outstanding in each
period.

Rentals payable under operating leases are charged against income on a straight line basis over the lease
term.

Derivative financial instruments i

The Group uses derivative financial instruments to reduce exposure to interest rate movements. The fair value
of these contracts is disclosed i note 25. This fair value is not recorded in the financial statements.
Finauncial liabilities and equity

Financial liabilities and equity instruments are classified according to the substance of the contractual -
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the asssts

. of the Group after deducting all of its liabilities,

Finance costs of financial liabilities are recognised in the profit and loss account over the term of such
instruments at a constant rate on the carrying ainount. In determining the internal rate of rétum of the
financial liabilities expected contingent payments are included.

Equity instruments
Equity ingtruments issued by the Group are recorded at the proceeds received, net of direct issue costs.
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Marlin Financial Group Limited

Notes to the financial statements

For the year ended 31 December 2013

Accounting policies (continued)

Share-based paymeunts

“The Company has applied the requirements of FRS 20 Share-based Payment.

The Group issues cquity-scttled share-based. payments to certain employees. Equity-settled share-based
payments are measured at fair value (excluding the effect of non market-based vesting conditions) at the date
of grant. The fair value detcrmined at the grant date of the equity-settled share-based payments is expensed on
a straight-line basis over the vesting period, based on the Group’s cstitnate of shares that will eventually vest
and adjusted for the effect of non market-based vesting conditions.

Fair valie is measured by use of the Black Scholes pricing model. The expected life used in the model has
been. adjusted, based on management’s best estimate, for the effects of non-transferability, exercise
restrictions, and bebavioural considerations. ’

Litigation costs

Costs incurred in obtaining court orders anid pursuing legal action against portfolio assets are expensed when
incurred.

Cash at bank sind in hand

Cash at bank and in hand comprises cash and bank deposits repayable on demand. Collections from debt
servicing activitics are held in client accounts. These aniounts are distributed in accordance with the relevant
inter-creditor agreement for that portfolio. Such amounts are classified as restricted cash.

Debt portfolios

Purchased debt portfolios are initially recorded as ‘'stocks at the fair value of the consideration paid. The
portfolios are amortised over the expected useful lives. The amortisation is calculated based on the expected
total collections over a fixed 10 year period from the purchase date, in order to provide a constant yield over
the life of the portfoltio. This amortisation is included in cost of sales. The portfolios are subjectto an annual

" impairment review,

Goodwill

Goodwill arising on the acquisiu‘on of subsidiary undertakings and businesses, representing any excess of the
fair value of the consideration given over the fair value of the identifiable assets and liabilities acquired, is
capitalised and written off on a straight lme basis over its useful economic life of 20 years, Provigion is made
for any impairment.
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Marlin Financial Group Limited

Notes to the financial statements
For the year ended 31 December 2013

2. Segmeatal information

All tumover relates to portfolios of UK debtors. The Group is engaged in recovering its own debt portfolios as
well as servicing portfolios owned by third parties on & commission basis. An analysis of tumover by class of
business is shown below:

. Collections. Collections

from - from ’
owned owned Debt Debt
portfolios  portfolios  servicing  servicing Total Total
2013 2012 2013 .. 2012 - 2013 2012
£ £ £ £ £ £
Turnover C } :
Total sales 56,519,676 42,179,613 17,346,032 10,265,138 73,865,708 52,444,751

Inter-segment sales - (15,103,809) (9,653,745) (15,103,809) (9,653,745)

Sales to third parties 56,519,676 42,179,613 2,242,223 ~ 611,393 58,761,899 42,791,006

3.  Loss on ordinary activities before taxation

2013 2012
. £ £

Loss on ordinary activitics before taxation is stated after charging oo
Depreciation 215,071 134,720
Amortisation of goodwill 452,777 452,177
Amortisation of debt portfolios 25,788,561 20,788,436
Operating lease rentals — other : : 150,325 206,442
Exceptional costs 2,144,514 859,639

In 2013 the Group incurred costs of £2,089,720 in connection with the sale of the business and related staff
costs and a further £54,794 associated with group restructuring which has not been implemented.

In 2012 thie Group recopnised excepiional costs of £859',639 associated. with group restructuring which has
not been implemented.
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Marli_n Financial Group Limited

Notes to the financial statements
For the year ended 31 December 2013

3.

’4a

Loss on ordinary activities before taxation (continued)

Auditor’s remnnerntion is as follows:

" Fees payable to'the Compdny s auditor for the audit of the Company 5

annual accounts

Fees payable to the Company s auditor and their associates for other services
to-the Group:

The audit of the Company’s subsidiaries pursuant to legislation

Total audit fees

Corporate finance services

Audit related services

Other services in accordance with legislation
Tax services

Total non-audit fees'
Information regarding directors and employees

Directors' remuneration
Emoluments
Company contributions.to money purchase schemes

Remuaeration of the highest paid director
Company contributions to.money purchase schemes

The number of directors who:

Are members of a money purchase scheme

Had rewards receivable in the form of shares under a long-term
incentive scheme

'Average number of persons employed (including directors)
_ Collections

Administration
Legal

2013 2012
£ £
11,032 10,608
162,968 122,102
174000 132,710 -
573,000 -
221,000 .
1,000 -
86,000 78,950
881,000 78,950
2013 2012

£ £
1,089,049 579,524
65,146 16,902
1,154,195 596,426
443,958 229,524
. 28,583 12,238
472,541 241,762
No. No.
2 2
S 6
No. No:
a5 30
68 56
29 27
132 113
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Marlin Financial Group Limited

Notes to the financial s-tatémenfs
For the year ended 31 December 2013

5.

Information regarding directors aﬁd employees (continued)

Staff costs during the year (including directors)
Wages and salaries '

Social security costs

Pension costs

Finance charges (net)

Interest payable and simmilar charges
Interest receivable and similar charges

Interest receivable relates to interest on funds held on deposit.

Interest payable and similar charges
Finance lease interest

Other loans

Other interest

Amortisation of loan issue costs
Refinancing costs L
Interest on corporation lax liability

2013 2012
£ £
5,451,808 4,312,794
597,592 " 470,236
268,338 198,325
6,317,738 4,981,355
2013 2012

£ £
31,989,552 20,126,546
(14,670) (319)
31,974,882 20,126,227
2013 2012

£ £

- 2,563

. 19,327,178 14,680,976
259,222, 161,493
3,097,906 3,151,499
9,301,629 2,111,523
3,617 18,492
31,989,552 20,126,546

23



