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ASSET ADVANTAGE GROUP LIMITED
STRATEGIC REPORT FOR THE YEAR ENDED 30 SEPTEMBER 2019

Introduction

The principal activity of the Group is the trading and leasing of equipment. Prior to 1 October 2018 this was also the principal
activity of the Company. However, since that date, it has operatad as the holding company for the Group. Throughout the
year, the Group continued to have a presence in two separate, but related asset finance markets: the public sector market
in which the Group retains a small historical portfolio of predominantly operating leases, and the SME market, where new
business is transacted in the form of finance leases and hire purchase contracts written in the name of Asset Advantage
Limited (“AAL"), a wholly owned subsidiary of the Group, and funded through a series of special purpose vehicles - the
subsidiary companies.

The historic public sector portfolio is made up of operating leases funded through back-to-back head leases. The Group
typically retained an investment in the residual value of the leased asset and as such, the majority of the value to the Group
of this portfolio is realised at the end of the lease. Consequently, as this portfolio runs down, the residual value is reafised
either through a sale of the leased assets or through secondary rentals. In both scenarios, the portfolio historically provided
cash to fund the growing SME new business portfolie, This historic portfolio is now nearly completely matured, and it is
expected that there will be little or no value remaining at the end of the current financtal year.

In addition to writing finance leases and hire purchase contracts, AAL provides leans to SME customers where asset finance
transacticns are not appropriate but where funding 1s required for the purchase or finance of business crifical assets. The
SME portfoiio, both lease and loan, is funded through borrowings to lend alongside the Group’s own equity investment.
Throughout the year the borrowings have taken the form of block discounting facilities, wholesale revolving credit facilities,
and variable funding notes issued by an SPV under a funding agreement with Commerzbank. AAL writes the finance lease,
hire purchase contract or loan with the SME and then borrows funds from a third party, secured against the cash receivables
under a financing agreement.

New business is sourced through a pane! of professicnal introducers. This provides a scalable new business model at a low
overhead which has access to a pool of highly experienced individuals covering a range of SME markets and geographical
areas. The introducers are able to offer their customers access to the most appropriate funder for their needs, whilst the
funders do not have to disappoint the customers by being unable to fund their business. Our underwriting process for new
SME business continues to emphasise the underlying credit quality of our customers over the strength of the underlying
asset — resuiting in both a low bad debt ratio and a portfolio of leases covering a diverse range of assets and loans into a
wide variety of industries.

Business review and key performance indicators

The year ended 30 September 2019 saw the volumes of lending to SMEs by AAL continue to decline as competition in the
market continued and resulted in a fall in the number of acceptable proposals received. However, indications were that
competition in the market was easing as other funders withdrew from AAL’s market. Consolidated revenues in continuing
operations fell by £6.1m to £36.1m (from £42.2m in the year ended 30 September 2018). Gross profit in the year was
£11.7m (down from £14.2m in 2017}, a decrease of £2,5m1.

The SME lending portfolio fell to £82.9m {compared to £93.4m at 30 September 2018} with £27.4m of new business being
written in the year, a fall of £5.3m on the £32.7m written in the year ended 30 September 2018, As with previous years,
this continuing decline reflects an increasingly competitive market, and a resulting fall in acceptable proposals, as well as
customer warries about the economic climate. New business volumes for the SME loan product were £15.9m, comparable
with the £15.8m written in the year ended 30 September 2018, whiist new business volumes in the more traditional
equipment lease product fell by £5.5m from the £16.9m recorded in the year ended 20 September 2018.

The public sector lease portfolio has continued to run down and its contribution to revenues fell to £0.2m in the year ended
30 September 2019 (down £0.8m from the £1.0m recorded in the year ended 30 September 2018), and the portfolio’s
contribution to gross profit fell by £0.5m to £0.2m (from £0.7m in the previous year) reflecting the smaller number of assets.
In addition to the impact of time on the public sector lease portfolio,

Against this reduction in revenue and gross profits, the year saw a reduction in administrative expenses for centinuing
operations of £2.8m in the year to £5,.9m from the £8.7m recorded in the year ended 30 September 2018, Staff costs fell by
£0.9m to £3.0m whilst the remaining drop resulted from reduced overhead expenditure and a smaller charge to bad debt
in the year.

Whilst the results are disappointing, the directors are satisfied with the Group’s performance in the current economic
climate and that all Pis (in particular revenue and net income) have been achieved. These have not been disclosed as they

3



ASSET ADVANTAGE GROUP LIMITED
STRATEGIC REPORT FOR THE YEAR ENDED 30 SEPTEMBER 20159

include market sensitive information but the main KPIs for the business include:
Business review and key performance indicators {continued)

Revenue and profit vs. budget
Bad debt as % of NBV

IRR% vs. target

Average IRR% by broker

The directors continue to monitor available funding for new business both in ferms of facility sizes and number of lenders,
to enable the continued progressicn and development of the business.

Principal risks and uncertainties
The principal risks facing the Group, and the steps taken for their management, are as follows:

Anincrease in bad debt:

This could result from both internal and external factors. The principal internal factors would be a change in credit policy
(encompassing not only credit underwriting, but also in products offered and markets). However, the credit policy has
consistently resulted in low levels of bad debt year en year and therefore there are no plans to change it.

Similarly, the business is providing profitable products in a market that the directors believe is sufficiently large for the
Group to continue to grow profits and portfolio size in the future and therefore there are no plans to change these. Although
the directors have no influence over external factors such as a weakening economy, they have endeavoured to mitigate the
risks through financing a broad mix of asset types, industry sectars, business types, demographics and by maintaining an
average customer exposure of ¢. 0.2% of the portfolio. Furthermore, investment in IT systems enables us to produce
comprehensive reporting packs facilitating regular and informed analysis of portfoiio characteristics and trends.

Liquidity Risk:

The Group funds its operations out of its own cash resources and through third party funding. Whilst it maintains sufficient
headroom in its funding facilities to ensure cash is available at all times, there is a small risk that insufficient funds would
be available. To mitigate this liguidity risk, the Group forecasts short term cash requirements and leng-term cash flows 12
months in advance and monitors its performance against these targets. Furthermore, manzagement actively seek out further
funding at all times, to ensure that funding is available in the future,

The UK leaving the European Union:

Brexit negotiations continue following the UK’'s decision to leave the EU in June 2016 and the triggering of Article 50 in
March 2017. The Company and Group have carefully considered a range of scenarios that arise from the risk of a potential
no-deal Brexit. Given that the Group does not have direct exposure to non-UK markets, the key risk is a change within the
macro-economic enviranment in which the Group operates. However as not all future events of conditions can be predicted,
and the terms on which the United Kingdom may withdraw from the European Unien are not clear, itis difficult to evaluate
all of the patential implications on the Group’s and Company’s trade, customers, suppliers and the wider economy.

Further disclosures relating to capital and financial risk management can be found in Note 4,

Other key performance indicators
The Group does not currently make use of non-financial key performance indicators.

This report was approved by the board on & January 2020 and signed on its behalf.
s
i
f”““’; r'} {

JCGEddy .~ ¥ L,-L"L/.-
Director L



ASSET ADVANTAGE GROUP LIMITED
DIRECTORS’ REPORT FOR THE YEAR ENDED 30 SEPTEMBER 2019

The directors present their repert and the audited consolidated financial statements for the year ended 30 September 2019,
Principal activities
The principal activities of the Company and the Group are stated in the Strategic Report.

Directors' responsibilities statement
The directors are responsible for preparing the Directors’ Report and Strategic Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directers to prepare financial statements for each financial year. Under that law the directors have
prepared the Group financial statements in accordance with international Financial Reporting Standards (IFRSs) as adopted by
the European Union and 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 Group and Company and of the profit or loss of the
Group and Company for that period. In preparing the financial statements, the directors are required to:

. select suitable accounting policies and then apply them consistentiy;

. state whether applicable IFRSs as adopted by the European Union have been followed for the Group financial
statements and !FRSs as adopted by the European Union have been followed for the Company financial statements,
subject to any material departures disclosed and explained in the financial statements;

° make judgements and accounting estimates that are reasonahble and prudent; and

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Group and
Company will continue in business.

The directors are also responsible for safeguarding the assets of tha Group and Company and hence for taking reasonable
steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Group and
Company's transactions and disciose with reasonable accuracy at any time the financial position of the Group and Company
and enable them to ensure that the financial statements comply with the Companies Act 2006.

Directors' confirmations
In the case of each director in office at the date the Directors’ Report is approved:

- so far as the director is aware, there Is no relevant audit information of which the Group and Company’s auditors are
unaware; and
. they have taken all the steps that they ought to have taken as a director in order to make thamselves aware of any

relevant audit information and to establish that the Group and Company’s auditors are aware of that information.

Going concern

The consolidated and Company financial statements have been prepared on a going concern basis which assumes that the
Group and Company will have sufficient funds available to enable it to continue to trade for the foreseeable future as the
directors are of the opinion that the operations will continue into the foreseeable future.

Results and dividends
The Group profit for the year, after taxation, amounted to £1,475,846 (2018 - £695,066). The Company loss for the year,
after taxation, amounted to £50,945 (2018 - £176,857).

The directors have approved the dividends as set out in Note 22. Interim dividends totalling £500,000 were paid during the
year {2018: £500,000) and there was no final or speclal dividend paid. There were no dividends outstanding at year-end.

Directars
The directors who served during the year and up to the date of signing the financial statements were

JC G Eddy

P 1 Knight
AJ Ramsay
M P M Clive



ASSET ADVANTAGE GROUP LIMITED
DIRECTORS’ REPORT FOR THE YEAR ENDED 30 SEPTEMBER 2019 (continued)

Future Developments

The Directors anticipate growth in the SME portfolio as we see a decrease in competition from other funders as they withdraw
from the Group’s operating environment. Concerns still exist regarding the current economic environment — both Brexit
related and macro-economic, but the Directors feel that even with more robust underwriting criteria, new business volumes
will grow in the next financial year.

The operating lease portfolio is not expected to make any material contribution to the Group’s results from now on.

Financial risk management

Please refer to the Strategic Report and Note 4 for details of the Company’s and Group's risk management policies.

Auditors

The auditors, RSM UK Audit LLP were appointed on 5 September 2018, and will be progased far reappointment in accordance
with section 485 of the Companies Act 2006.

This repart was approved by the board on 6 January 2020 and signed on its behalf.

\
J C G Eddy
Director



ASSET ADVANTAGE GROUP LIMITED
INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF ASSET ADVANTAGE GROUP LIMITED

Opinion

We have audited the financial statements of Asset Advantage Group Limited {the ‘parent company’} and its subsidiaries {the ‘group’)
for the year ended 30 September 2019 which comprise the consolidated statement of comprehensive income, the consolidated
statement of financial position, the company statement of financial position, the consclidated statement of changes in equilty, the
company statement of changes in equity, the consolidated statement of cashflows, the company statement of cashflows and notes
to the financial statements, including a summary of significant accounting policies. The financial reporting framework that has been
applied In their preparation is applicable law and International Finantial Reporting Standards (IFRSs) as adopted by the European
Union and, as regards the parent company financial statements, as applied in accordance with the provisions of the Companies Act
2006.

In our opinion:

s the financial statements give a true and fair view of the state of the group’s and of the parent company’s affairs as at 30
September 2019 and of the group’s profit for the year then ended;

e the group financial statements have been properly prepared in accordance with {FRSs as adopted by the European Unian;

* the parent company financial statements have been properly prepared in accordance with IFRSs as adopted by the
European Union and as applied in accordance with the provisions of the Companies Act 2006; and

¢ thefinancial statements have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) {ISAs {UK)) and applicable law. Qur
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the financial statements
section of our report. We are independent of the group and parent company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these reguirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the I1SAs {UK) require us to report to you where:

+ thedirectors’ use of the going concern basis of accounting in the preparation of the financial statements is not appropriate;
or

+ the directors have not disclosed in the financial statements any identified material uncertainties that may cast significant
doubt about the group’s or the parent company’s ability to continue to adopt the going concern basis of accounting for a
pericd of at lsast twelve months from the date when the financial statements are authorised for issue.

Other information

The other information comprises the information included in the annual report, other than the financial statements and our auditor’s
report thereon. The directors are responsible for the other information. Our epinion on the financial statements does not cover the
other information and, except to the extent otherwise explicitly stated in cur report, we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider
whether the other information Is materially inconsistent with the financial statements ar our knowledge obtained in the audit or
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material misstatements, we
are regtired to determine whether there is a material misstatement in the financial statements or a material misstatement of the
other information. If, based an the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the coursa of the audit:

¢ the information given In the strategic report and the directors’ report for the financial year for which the financial
statemnents are prepared is cansistent with the financial statements; and

¢ the strategic report and the directors’ report have been prepared in accordance with applicable legal requirements.



ASSET ADVANTAGE GROUP LIMITED
INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF ASSET ADVANTAGE GROUP LIMITED (continued)

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the group and the parent company and their environment obtained in the course
of the audit, we have not identified material misstatements in the strategic report or the directors’ report.

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

¢ adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been
received from branches not visited by us; or

s the parent company 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.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 5, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view, and for such internal control as the directors
determine is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, the directors are responsible for assessing the group’s and the parent company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accaunting unless the directors either intend to liquidate the group or the parent company or to cease operations, or have no realistic
alternative but to do so.

Auditcr's responsibilities for the audit of the financial statements

COur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a
high level of assurance, but is not & guarantee that an audit conducted in accordance with ISAs {UK) will atways detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting Council's
website at: http://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’'s report.

Use of our report

This report is made solely 1o 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 report and for no other purpase. 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.

T W A GlN T

Ferry Linton FCA (Senior Statutory Auditor)

For and on behalf of RSM UK Audit LLP, Statutory Auditor
Chartered Accountants

Davidson House

Forbury Square

Reading

Berkshire

RG1 3EU

20 Jonmwsy 1020



ASSET ADVANTAGE GROUP LIMITED
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 SEPTEMBER 2019

2019 2018 2018 2018
Continuing Continuing Discontinued Total
Note £ £ £ £
Revenue 5 36,053,452 42,172,448 189,675 42,362,123
Cost of sales (24,321,971) {28,012,544) (14,286} (28,027,230)
Gross profit 11,731,481 14,158,504 175,389 14,334,893
Administrative expenses (5,854,096} {8,712,814) {452,418) {8.165232}
Operating profit/(loss) 6 5,877,385 5,446,690 (277,029} 5,169,661
Finance costs 9 (4,135,172) (4,940,058) - (4,940,058)
Profit/{loss} before income tax 1,742,213 506,632 (277,029) 229,603
Income tax 10 (266,367) 334,995 - 334,995
Profit/(loss} after income tax 1,475,846 841,627 (277,029) 564,598
gaxln recognised on disposal after 11 ) ~ 130,468 130,468
Profit/(loss) and total 1,475,846 841,627 {146,561) 695,066
comprehensive income for the
year

The notes on pages 16 to 40 form an integral part of these consolidated financial statements.

Allsubsidiaries in the current year are 100% owned at the end of the year, and as such there are no amounts to be allocated
to non-controlling interests,

The Company has elected to take the exemption under section 408 of the Companies Act 2006 from presenting the
Company Statement of Comprehensive Income.



ASSET ADVANTAGE GROUP LIMITED

REGISTERED NUMBER: 02765920

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 30 SEPTEMVIBER 2019
2019 2018
Note £ £
ASSETS
Non-current assets
Property, plant and equipment 13 387,265 425,425
Other financial assets 14 47,716,425 58,087,243
Deferred tax assets 15 23,703 12,993
43,127,393 58,535,661
Current assets
\nventories 16 72,240 100,203
Trade and other receivables 17 1,228,364 2,064,673
Other financial assets 14 35,186,175 35,297,778
Current tax receivables - 209,467
Cash and cash equivalents 18 3,771,150 4,136,300
40,257,929 41,808,421
TOTAL ASSETS 88,385,322 100,344,082
EQUITY AND LIABILITIES
Non-current liabilities
interest-bearing loans and borrowings 19 36,673,632 42,170,702
36,673,632 42,170,702
Current liahilities
Trade and other payables 20 3,156,497 - 3418277
interest-bearing loans and borrowings 19 28,380,818 35,622,862
Current tax payables 66,288 -
31,603,603 35,041,139
TOTAL LIABILITIES 68,277,235 81,211,841
NET ASSETS 20,108,087 19,132,241
Equity
Ordinary shares 21 589,224 589,224
Capital redemption reserve {392,756) (392,756}
Retained earnings 19,911,619 18,935,773
TOTAL EQUITY 20,108,087 19,132,241

The notes on pages 16 to 40 form an integral part of these consolidated financial statements.

The consolidated financial statements on pages 9 to 40 were approved by the board of directors on & January 2020 and
were signed on its behalf by:

~ M

ave

~.

J C G Eddy i’;’ vV
Director
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REGISTERED NUMBER: 02765920
ASSET ADVANTAGE GROUP LIMITED
COMPANY STATEMENT OF FINANCIAL POSITION

AS AT 30 SEPTEMBER 2019
2019 2018
Note £ £
ASSETS
Non-current assets
Property, plant and equipment 13 - -
Investments 24 5 5
Deferred tax assets 15 - -
5 5
Current assets
Trade and other receivables 17 9,524,904 10,421,416
Cash and cash equivalents 18 33,455 38,897
Current tax receivables - 298,855
9,558,359 10,760,168
TOTAL ASSETS 9,558,364 10,760,173
EQUITY AND LIABILITIES
Non-current liabilities
Interest-bearing loans and borrowings 19 - 500,000
- 500,000
Current liabilities
Trade and other payables 20 3,715,282 3,579,665
interest-bearing loans and borrowings 19 500,000 800,000
Current tax payables 13,519 -
4,228,801 4,379,665
TOTAL LIABILITIES 4,228,801 4,879,665
NET ASSETS 5,329,563 5,880,508
Equity
Ordinary shares 21 589,224 589,224
Capital redemption reserve (392,756) (352,7585)
Retained earnings
At 1 October 5,684,040 6,360,938
Loss for the year attributable fo the owners {50,945) (176,898)
Other changes in equity (500,000) {500,000)
5,133,095 5,684,040
TOTAL EQUITY 5,329,563 5,880,508

The notes on pages 16 to 40 form an integral part of these consolidated financial statements.

The financlal statements on pages 9 to 40 were approved and authorised for issue by the board of directors on 6 January 2020
and were signed on its hehalf by:

I
1€ G Eddy K_/ L}"j L )

Director \L

11
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ASSET ADVANTAGE GROUP LIMITED
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

Cash flows from operating activities

Cash generated from operations
Income tax paid

Interast paid

Net cash flows generated from operating activities

Cash flows from investing activities

Disposal of investment in subsidiary net of cash disposed
Purchase of property, plant and equipment

Proceeds fram the sale of property, plant and equipment
Increase in investments in other financial assets

Receipts from other financial assets

Net cash generated from investing activities

Cash flows from financing activities

Proceeds from loans and borrowings
Repayment of loans and borrowings
Dividends paid to equity holders of the parent
Net cash flows used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

2019 2018

Note £ £
25 6,588,693 6,504,089
- (683,127)

(4,135,172) {4,940,058)

2,453,521 880,914

11 - {80,842)
{72,269) {388,258)

292 533,121

(27,446,998) {32,716,880)

37,939,419 40,879,023

10,420,444 8,226,124

42,364,270 32,479,529

(55,103,385) (41,538,779)

(500,000) (500,000)

(13,239,115) (9,559,250)

(365,150) {452,212)

4,136,300 4,588,512

3,771,150 4,136,300

The notes on pages 16 to 40 form an integral part of these consolidated financial statements.
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ASSET ADVANTAGE GROUP LIMITED
COMPANY STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

Cash flows from operating activities

Cash generated from/{used in) operations
Income tax received

Interest paid

Net cash generated from operations

Cash flows from investing activities

Proceeds from the sale of property, plant and equipment
Net cash flows generated from investing activities

Cash flows from financing activities
Repayment of loans and borrowings
Dividends paid

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Note
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2019 2018

£ £
1,344,074 532,287
- 764,419

{49,516) (93,891)
1,294,558 1,202,815
- 83,568

. 83,568
(800,000) (800,000)
(500,000) (500,000)
(1,300,000} (1,300,000)
(5,442) (13,617)
38,897 52,514
33,455 38,897

The notes on pages 16 to 40 form an integral part of these consolidated financial statements.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

General information

Asset Advantage Group Limited (the 'Company') is a limited company incorporated and domiciled in the United
Kingdom. The Company's registered office is at Matrix House, Basing View, Basingstoke, Hampshire, RG21 4DZ,
United Kingdom. These consolidated financial statements comprise the Company and its subsidiaries (collectively
the 'Group’ and individually 'Group companies').

The Group is principally engaged in the provision of leasing and trading of equipment. Information en the Group’s
ultimate controlling party is presented in Note 28. Information on other related party relationships of the Group is
provided in Note 27.

Significant accounting policies
2.1 Basis of preparation

The consolidated and Company financial statements of the Group have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) and 1FRS Interpretations Committee {“IFRS IC”} interpretations
as adopted by the European Union and with the Companies Act 2006 applicable to companies reporting under IFRS.

The consolidated and Company financial statements have been prepared on a historical cost basis, except for assets
and liabilities measured at fair value, and on a going concern basis. The consclidated and Company financial
statements are presented in pound Sterling and ali values are rounded to the nearest pound, except when otherwise
indicated.

Going concern

The consolidated and Company financial statements have been prepared on a going concern basis which assumes that
the Group and Company will have sufficient funds available to enable It to continue to trade for the foreseeable future
as the directors are of the opinion that the operations will continue into the foreseeable future.

Exemption from audit by parent guarantee
Under Section 479A of the Companies Act 2006, exemptions from an audit of the financial statements for the
financial year ending 30 September 2019 have been taken by the subsidiary companies stated below:

Company name Registered number Company name Registered number

AA RV Limited (07383482 R A {No 10} Limited 07327683
Assetco Rentals (No.2) Limited 03911424 RA {(No. 11} Limited 08429945
RV Investor (No 1) Limited 06489289 RA (No. 12} Limited 084295964
AAG Holdings (UK) Limited 09236621 RA (No. 13) Limited 08725470
AAL Holdings [UK) Limited 09236618 RA {No. 14) Limited 08725490
AAG Cperations Limited 09235397 RA {(No. 15) Limited 08725182
R A (No 3) Limited 06476859 RA [No, 16) Limited 10375872
R A {No 4] Limited 06476894 RA (No.17) Limited 10375967
R A (No 6} Limited 07327662 RA {No.18) Limited 10375854
R A (NO 7) Limited 07327677 RA (N0.19) Limited 10379735
R A {No 8) Limited 07327764 RA (No.20) Limited 10379643
R A (No 9) Limited 07327721

Under Section 479C of the Companies Act 2006, Asset Advantage Group Limited, being the ultimate parent
undertaking of the above companies, has given a statutory guarantee of all the outstanding liabilities to which the
companies are subject at 30 September 2019,
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

Significant accounting policies (continued)

2.2  Basis of consolidation

The consolidated financial statements comprise the financial statements of Asset Advantage Group Limited and its
subsidiaries as at 30 September 2019. Subsidiaries are all entities (including structured entities) over which the Group
has control. Subsidiaries are fully consolidated from the date on which control is transferred to the Group.

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the

investee and has the ability to affect those returns through its power over the investee. Specifically, the Group
controls an investee if, and only if, the Group has:

. Power over the investee (i.e., existing rights that give it the current ability to direct the relevant activities of
theinvestee);

. Exposure, or rights, to variable returns from its invelvement with the investee; and

. The ability to use its power over the investee to affect its returns.

The Group adopts uniform accounting policies. No adjustments have been made o the financial statements of
subsidiaries to bring the accounting policies into line with those used by the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.

2.3 Revenue

Adoption of IFRS 15

From 1 October 2018, the Group is required to adopt IFRS 15 Revenue from Contracts from Customers. The new
standard requires entities to recognise revenue to depict the transfer of promised goods or services to customers in
an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. This core principle is achieved through a five step methodology that is required to be applied to ali contracts
with customers.

Asset Advantage Group Limited’s revenue comprises lease and loan income, provision of related fee based services
and end of lease income.

- lease income is outside of the scope of IFRS 15 and continued to be accounted for in accordance with 1AS 17
Leases.

- Loanincome is outside of the scope of [FRS 15 and continued to be accounted for in accordance with IFRS 9 as
outlined in note 2.10 below.

- Lease arrangement fees are recognised in full on inception of the reiated lease. These reiate to the upfront
administrative cost of setting up each lease and therefore the inception of the lease is the point at which the
performance obligation has been satisfied. The previous accounting policy has been considered to be consistent
with IFRS 15.

- Other income consists of sales proceeds from the sale of underlying assets to a third party and lease income
received after the completion of the minimum lease term.

o Sales proceeds are recognised once control of the goods has been transferred, and thus the
performance obligation has been satisfied. The previous accounting policy has been considered to be
consistent with IFRS 15,

o Lease income received after the minimum tease term are outside of the scope of [FRS 15 and therefore
continued to be accounted for in accordance with IAS 17 Leases.

Recognition

Revenue is recognised to the extent that it Is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured, regardless of when the payment is received. Revenue is measured at the fair value
of the consideration received or receivable, taking into account contractually defined terms of payment and
excluding VAT, duties and [nsurance premium tax where applicable.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEVIENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

Significant accounting policies {continued)

2.3 Revenue (continued)
Recognition (continued)

Lease income

Equipment lease income recognised in the year includes both the capital repayment and interest calculated on an
actuarial basis under the term of the equipment lease arrangement with the customer. Amounts are recognised on
a gross basis as the Group and Company act as the intermediate party and may recognise an income and expense in
respect of the lease receivable.

Operating lease income recognised in the year is the contracted rental amount under the operating lease
arrangement with the customer. Amounts are recognised on a monthly basis.

Loan income
Loan revenue recognised in the year is the net interest received on customer repayments. This is on the basis that the
loan receivables are not held for trading therefore these may be held at amortised cost.

Fee incame
Lease and loan arrangement fees are recognised in full on inception of the related lease or loan. All other lease and
loan related fee income is recognised in full in the month in which itarises.

End of lease income

At the end of the lease arrangement with the customer the Company sells the underlying assets to a third party on a
mutually agreed date. Sale proceeds are recognised upon the transfer of risks and rewards. Any lease income
received after the completion of the minimum lease term received in relation to leases 1s recognised in full in the
manth in which it falls due.

2.4  Finance costs

Finance costs are charged to the Statement of Comprehensive Income over the term of the debt using the effective
interest method so that the amount charged is at a constant rate on the carryingamount.

2.5 Taxation

Current income tax

Current income tax assets and Habilities for the current period are measured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rates and tax [aws used to compute the amount are those that are
enacted, or substantively enacted at the reporting date in the countries where the Group operates and generates
taxable income.

Deferred tax
Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and
liabilities and their carrying amounts for financial reporting purposes at the reporting date.

Deferred tax assets are recognised for all deductible temporary differences and the carry forward of unused tax
cradits and unused tax losses, to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences can be utilised. The carry forward of unused tax credits and unused tax losses can
be utilised, except:

. When the deferred tax asset relating to the deductible temporary difference arises from the initial recognition
of an asset or liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; or

. In respect of deductible temporary differences associated with investments in subsidiaries, associates and
interests in joint arrangements, deferred tax assets are recognised only to the extent that it is probable that
the temporary differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilised.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

Significant accounting policies (continued)

Deferred Tax {continued})

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent thatitis no
longer probabie that sufficient taxable profit will be available to allow all or part of the deferred tax asset to he
utilised. Unrecognised deferred tax assets are reassessed at each reporting date and are recognised to the extent
that it has become probable that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets are measured at the tax rates that are expected to apply in the year when the asset is realised,
based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting date.

2.6 Property, plant and equipment

Property, plant and equipment are stated at original historical cost less accumulated depreciation and/or
accumulated impairment losses. Cost includes the original purchase price of the asset and any costs attributable to
bringing the asset to working condition for its intended use. Assets are depreciated from the date they are brought
into use.

Any gain or loss on disposal of an itermn of property, plant and equipment is recognised in the Statement of
Comprehensive Income. Subsequent expenditure is capitalised only if it is probable that the future economic benefits
associated with the expenditure will flow to the Group.

Depreciation 1s provided at rates calculated to write off the full cost of each asset less any residual value on a straight
line basis over its expected economic useful life as shown below:

Leasehold improvement - Life of lease
Fixtures and fittings - Svyears
Office equipment - 2years
Computer software and equipment - 2 years
Vehicles - 3years

The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed at each
financial year end and adjusted prospectively, if appropriate.

Assets under leasing arrangements:

Assets held for leasing that are financed under hire purchase (HP) or sale of receivables contracts, which confer rights
and obligations similar to those attached to owned assets, are capitalised as property, plant and equipment and
depreciated over the shorter of the lease term (which typically range between 3 to 5 years) and the economic useful
life of the assets. Depreciation on these assets is provided under the annuity method. In all cases assets are
depreciated down to their estimated residual value.

2.7 Investments

investments in the Company separate financial statements are initially measured at cost.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

Significant accounting policies (continued)
2.8 Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. if any
indication exists, the Group estimates the asset’s recoverable amount.

An asset’s recoverable ameunt is the higher of an asset’s fair vaiue less costs of disposal and its value in use. It is
determined for an individual asset, unless the asset does not generate cash inflows that are largely independent of
those from other assets or groups of assets, Where the carrying amount of an asset exceeds its recoverable amount,
the asset is considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future pre-tax cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. In determining fair value less costs of disposal, recent market transactions are taken into account. if no such
transactions can be identified, an appropriate valuation model is used. These calculations are corroborated by
valuation multiples or other available fair vaiue indicators.

2.9 Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as operating leases.

The Group enters into equipment leases with its customers, earning a fixed interest rate over the duration of the
financing arrangement. Interest earned on gross lease receivables is credited to the Statement of Comprehensive
Income, calculated on an actuarial basis. The net difference between gross lease receivables outstanding and
unrecognised interest receivable is included within current assets as finance lease receivables.

2.10 Financial instruments

Adoption of IFRS 9

From 1 October 2018, the Group is required to adopt IFRS 8 Financial Instruments, replacing IAS 39. IFRS 9 intreduced
new requirements for the classification and measurement of financial assets and financia! liabilities, impairment
methodology, and general hedge accounting.

i Financial assets

Financial assets held by Asset Advantage Group Limited refate to [eases and [oans provided to customers as well as
cash, prepayments and other recelvables. Under IFRS S loans continue to be measured at amortised cost as they
were previousty under IAS 39, therefore there was no impact on adoption. Leases (other than for derecognition and
impairment), are not within scope of JFRS 9 and continue to be accounted for under 1AS 17 Leases.

In relation to the impairment of financial assets, IFRS 9 reguires an expected credit loss model, as oppeosed to an
incurred credit loss model under IAS 39. The expected credit loss model requires an entity to account for expected
credit losses and changes in those expected credit losses at each reporting date to reflect changes in credit risk since
initial recognition. The Group’s previous accounting policy for impairment of its financial asset portfolio was in line
with an expected credit loss model, taking into account the risk of non-recovery of the whole portfolio based on
current and historic portfolic performance. There was therefore no impact on adoption of IFRS 9.

if. Financial liabilities

IFRS 9 only impacts financial liabilities designated as fair value through profit or loss and those held at amertised cost
for which modifications have been made. However no such medifications have occurred. All of Asset Advantage
Group Limited's financial liabilities are measured at amortised cost using the effective interest method. There have
been no modifications made, therefore financial iiabilities have continued to be measured at the same bases as was
previously adopted under IAS 39,

Initial recognition and subsequent measurement

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

Significant accounting policies (continued)
2.10 Financial instruments (continued)

i Financial assets

(a) Loans and receivables

This category is the most relevant to the Group as it includes receivables from loans and equipment leases made to
UK SMEs, the Group's core business. Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. After initial measurement at fair value, such financial
assets are subsequently measured at amortised cost using the effective interest rate {“EIR”) method, less impairment.
Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are
an integral part of the EIR. The EIR amortisation is included in cost of sales in the Statement of Comprehensive
Income. The losses arising from impairment in receivables from loan and equipment leases are recognised in the
Statement of Comprehensive Income in administrative expenses.

(b) Trade and other receivables
Trade and other receivables are measured at fair value, typically transaction price and subsequently measured at
amaortised cost, less any impairment.

(c) Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on notice of
not more than 24 hours. Cash equivalents are highly liguid investments that mature in no more than three months
from the date of acquisition and that are readily convertible to known amounts of cash with insignificant risk of
change in value.

Impairment of financial assets

The Group assesses, at each reporting date, whether there is any objective evidence that a financial asset or a group
of financial assets is impaired. An impairment exists if one or more events thet has occurred since the initial
recognition of the asset (an incurred ‘loss event’), has an impact on the estimated future cash flows of the financial
asset or the group of financial assets that can be reliably estimated.

if. Financiallliabilities
The Group's financial liabilities include trade and other payables, and interest bearing loans and borrowings.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables, net
of directly attributable transaction costs.

{a) Interest bearing loans and borrowings

This is the category most relevant to the Group. After initial recognition, interest bearing loans and borrowings are
subsequently measured at amortised cost using the EIR method. Gains and losses are recognised in the Statement of
Comprehensive iIncome when the liabilities are derecognised as well as through the EIR amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are
an integral part of the EIR. The EIR amortisation is included in finance costs in the Statement of Comprehensive
Income.

(b} Trade and other payables

Trade and other payables are ohligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers. They are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest rate (“EIR”) method.
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ASSET ADVANTAGE GROUP LIMITED
MNOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019
Significant accounting policies (continued)

2.11 Inventeries

Inventories are valued at the lower of cost {being the residual value of the asset} and net realisable value.

Inventories comprise assets formerly leased to customers under long term arrangements for which those
arrangements have since ended. Cost is determined on an individual asset basis being the residual vaiue of the asset.
Net realisable value is based on the estimated selling prices less all relevant marketing, selling and distribution costs.

There are no amounts held in respect of raw materials or work in progress.
2.12 Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options,
including those issued on the acquisition of a business, are shown in eguity as a deduction, net of tax, from the
proceeds.

2.13 Dividends

The Group recognises a liability to make cash or non-cash distributions to owners of equity when the distribution is
authorised and the distribution is no longer at the discretion of the Group. As per the corporate laws of the United
Kingdom, a distribution is authorised when it is approved by the shareholders. A corresponding amount is recognised
directly in equity.

2.14 Pension scheme
Payments to defined contribution pension schemes are charged as an expense as they fall due.

2.15 Standards issued but not yet effective

The standards and interpretations that are issued, but not yet effective up to the date of issuance of the Group’s
financial statements are disclosed below. The Group intends to adopt these standards, if applicable, when they
become effective. The Company is not affected by the new standards given its principal activity will become that of
a holding company.

IFRS 16 Leases
The new leasing standard will be adopted with effect from 1 October 2018.

IFRS 16 replaces IAS 17, introducing a single lessee accounting model requiring a lessee to recognise assets and
liabilities for all leases with a term of mere than 12 months, unless the underlying asset is of low value. A lessee is
required to recognise a right-of-use asset representing its right to use the underlying leased asset and a lease liability
representing its obligation to make lease payments. A lessee measures right-of-use assets similarly to other non-
financial assets {such as property, plant and equipment) and lease liabilities similarly to other financial liabilities. As
a consequence, a lessee recognises depreciation of the right-of-use asset and interest on the lease liability, and also
classifies cash repayments of the lease liability inte a principal portion and an interest partion and presents them in
the statement of cash flows.

IFRS 16 substantially carries forward the lessor acceunting requirements in [AS 17, Accordingly, a lessor continues to
classify its leases as operating leases or finance leases, and to account for those two types of leases differently. IFRS
16 also requires enhanced disclosures to be provided by lessors that will improve information disclosed about a
lessor’s risk exposure, particularly to residual vzlue risk.

We intend to apply the modified retrospective basis when adopting the standard, meaning that the carrying amount
of the initial right-of-use assets will equal the respective lease liabilities for all leases entered into before 1 October
2019; therefore, no restatement of prior years is required. The impact of the change in accounting standard on each
line item in the financial statements will be provided.

If we had implemented IFRS 16 on 1 QOctober 2018, using estimated discount rates based on lease specific incremental
borrowing rates, the impact of applying the modified retrospective basis would be as foflows:
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019
Significant accounting policies {continued)

2.15 Standards issued but not yet effective (continued)
IFRS 16 Leases (continued)

Income statement
Administrative expenses would be broadly consistent, as a result of the lease expense of £260k being replaced by an
increase in depreciation on the right-of-use asset and finance costs at the same rate.

Balance sheet
At 30 September 2019, a right-of-use asset of approximately £1.2m would be recognised as a non-current asset,
along with a lease liability of £1.3m

Cash flow statement
The lease payments would be reclassified from operating activities to finance activities.

Significant accounting judgments and estimates

3.1Judgments
No significant judgements were required to be made.

3.2 FEstimates

A general provision is made in respect of the leases and loans which have not been specifically identified as impaired
to take into account the risk of non-recovery. This has been calculated by taking into account both historic
performance of the portfolic and current economic conditions. Any provision for bad debts is set against the existing
portfolio balance.

Capital and financiaf risk management

4.1 Financial risk management

The Group and Company activities expose it to a variety of financial risks: market risk {including cash flow interest
rate risk and fair value interest rate risk}, credit risk and liquidity risk. The Group and Company’s overall risk
management programme focuses on the unpredictability of financial markets and seeks to minimise potential
adverse effects on the Group and Company’s financial performance. The Group and Company does not use derivative
financial instruments to hedge risk exposures.

4.2 Capital management

The Group’s objective is to maintain a strong capital base to support its operations in line with relevant forecasts
whilst providing a return to its shareholders. The capital base for these purposes comprises total equity at 30
September 2019 amounting to £20,1m (2018; £19.1m) as well as interest-bearing loans and borrowings amounting
to £65.1m gross {2018: £77.8m) funding a portfolio of receivables due under equipment.

4.3 Liquidity and interest rate risks

This year saw the Group berrow at both fixed and floating interest rates in order to access larger liquidity pools and
benefit from the lower interest rates that these carry. However, as at 30 September 2019, only £500,000 of the
Group’s drawn facilities were on a floating rate basis and the interest rate on this drawing bad been fixed to maturity.

The Group’s policy on funding capacity is to ensure that there is always long-term funding in place. The Group
endeavours to have committed borrowing facilities in place in excess of forecast gross borrowing requirements for a
minimum of the next 12 months. At 30 September 2019 the Group’s principal committed borrowing facilities totalled
£104m (2018: £160m).

The contractual maturities of the Group’s and Company’s facilities are detailed in Note 12 below along with the
Group’s committed facilities.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

Revenue

The foliowing is an analysis of the Group's revenue for the year by class of business.

Continuing operations

Lease income
Loan income

Fnd of [ease income
Fee income

Discontinued operations
Insurance commission

There are no contingent rentals in respect of operating [ease income.

All revenue arose in the United Kingdom.

Operating profit/(loss)

The operating profit is stated after charging:
Continuing operations

Depreciation of leased assets {note 13)
Depreciation of own use assets (note 13)
Depreaciation of leasehold property {note 13}
Services provided by the Company's auditors:
- Fees payable for the audit
- Fees payable for other services - tax compliance
- Fees for other services - tax advisory services
Operating leases (rent)
Employee expenses (note 7)
Facility fees
Marketing expenses
Bad debt expense

Discontinued operations
Employee expenses {note 7)
Depreciation of own use assets
Other expenses
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2019 2018
£ £
27,191,652 33,337,180
4,466,560 4,396,867
3,373,450 3,980,912
421,790 457,489
36,053,452 42,172,448
- 189,675

2019 2018

£ £

18,399 170,381

57,642 87,653

34,285 17,791

75,500 139,700

- 89,500

- 134,250

213,632 213,949

3,047,160 3,907,254

591,135 944,013

62,051 327,978

565,134 1,418,946

- 329,121

. 1,591

- 121,707




7.

Employee information

ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

All employees are employed by the Company, however all employees are seconded to Asset Advantage Limited and
therefore all expenses in relation to employees are recognised in Asset Advantage Limited.

Continuing operations
Wages and salaries

Social security costs
Other pension costs

Staff Numbers

Operations
Administration

Discontinued operations

Wages and salaries
Social security costs
Other pension costs

Staff Numbers

Administration

2019 2018

£ £
2,633,938 3,394,671
329,554 440,237
83,668 72,346
3,047,160 3,907,254
2019 2018
Number Number
4 4

32 35

36 39

2019 2018

£ £

- 292,472

- 30,496

- 6,153

- 329,121

2019 2018
Number Number

- 5

The above staff numbers are the average number of employees within the Group during the year. The Group
operates a defined contribution retirement benefit plan for all qualifying employees. The total expense recognised
for the plan in the year was £83,668 (2018: £78,499).

Directors’ remuneration

Retirement benefits are accruing to three {2018: three) directors under a defined contribution pension scheme. The
directors are considered to be the key management. No share option schemes are operated.

Continuing operations

Aggregate emoluments

Company contributions to a defined contribution pension

scheme

Highest paid director

Total emoluments

Company contributions to a defined contribution pension

scheme

2019 2018

£ £
1,227,335 1,790,710
31,178 27,518
1,258,513 1,818,228
2019 2018

£ £
588,160 763,160
13,290 12.390
601,450 775,550

Directors received no remuneration from discontinued operations in the year ended 30 September 2018 (2018: £nil}.

25



ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

g, Finance costs
2019 2018
£ £
[nterest bearing loans 627,013 889,348
Lease financihg arrangements 3,505,466 3,948,097
Hire purchase and sale of receivables contracts 2,693 101,613
4,135,172 4,940,058
10. Income tax
2019 2018
£ £
Current tax
UK Corporation tax on profits for the year 263,527 (203,573)
Adjustment in respect of prior years 13,551 (283,300)
Total current tax 277,078 (486,873)
Deferred tox
Origination and reversal of timing differences (1,749} 383,391
Adjustment in respect of prior years (8,962) (231,513)
Total deferred tax {10,711) 151,878
Income tax 266,367 {334,895)

The total tax charge (2018: credit) is lower (2018: higher) than the standard rate of corporation tax in the UK of 19%
{2018: 19%). The differences are explained as follows:

2019 2018
£ £
Factors affecting tax charge for the year
Profit before taxation — continuing operations 1,742,213 506,632
Loss before taxation ~ discontinued operations - {277,029}
1,742,213 225,603
Tax on profits at an average rate of 19% (2018: 19%) 331,020 43,624
Effects of:
Expenditure not deductible for tax purposes 2,592 827
Unrelieved tax losses carried forward - 82,628
Tax losses brought forward {71,834) -
Adjustment in respect of prior years 4,589 (514,810}
Unrelieved tax losses on disposal of discontinued
operation - 52,636
Total tax charge/{credit) for the year 266,367 (334,955)

Factors that may affect future tax charges
The Finance Act 2016, included legislation to further reduce the main rate of corporation tax in the UK to 17% from 1
April 2020 and was substantively enacted on 6 September 2016.

These rate reductions have been reflected in the calculation of deferred tax at the balance sheet date.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019
Discontinued operations
In September 2018, the Group sold its investment in Advantage Risk Solutions Limited, its insurance brokerage
subsidiary. Whilst the client base had continued to grow and revenues increase, management felt that this was not at

a level that would provide either a wider product offering to the Group’s core clients or a material addition to the
Group's revenues.

2019 2018
£ £
Non-cash consideration received - 192,534
Cash disposed of - (80,842)
Net assets disposed (other than cash)
Trade and other receivables - {178,235)
Trade and other payables - 197,015
- 18,776
Net assets disposed (including cash) - (62,066}
Gain on disposal of discontinued operations - 130,468
2019 2018
£ £
Results of discontinued operations
Revenue - 188,675
Expenses other than finance costs - (466,705)
- (277,030)
Gain from selling discontinued operations - 130,468
Loss for the year - (146,562)

Financial instruments

The Group’s principal financial instruments are financial assets comprising loans and receivables, trade and other
receivables and cash and cash equivalents and financial fiabilities recorded at amortised cost, comprising of interest
bearing ipans and borrowings, and trade and other payables.

The table below sets out the gross contractual maturities of the Group’s and Company’s financial instruments. For the
majority of borrowings and receivables, the fair values are not materially different to their carrying amounts since the
interest recelvable or payable in these agreements is close to current market rates. All cther classes of financial
instruments do hot require fair value assessment as these are short-term financial instruments for which the carrying
amount accurately reflects their fair value.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

14. Other financial assets

Graup Group
2019 2018
£ £

Non-current assets
Loan receivables (see Note 14.1) 22,618,234 23,174,703
Finance lease raceivables (see Note 14.2) 25,098,191 34,822,540
47,716,425 58,097,243
Group Group
2019 2018
£ £

Current assets

Loan receivables {see Note 14.1) 14,488,559 11,844,571
Finance lease receivables (see Note 14.2) 20,696,616 23,338,3595
Investments in residual values - 14,812
35,186,175 35,297,778

14.1 Loan receivables
All loan receivables are denominated in pound Sterling and have an average term of between 3 - 5 years with none
granted for more than 5 years. The balances as per Note 12 above are the capital outstanding amounts and therefore

represent the maximum risk exposure for these loans.

Age of receivables that are past due but not impajred:

Loans Group Group
2019 2018

£ £

Less than 30 days 73,889 60,045
31 - 60 days 65,812 26,115
61-90 days 32,513 29830
91 -120 days 1,495 21,298
Greater than 120 days - 5,788
Total 173,709 143,076

14.2 Finance lease receivables

The Group enters into equipment lease arrangements for a variety of equipment used by customers in their
business. All leases are denominated in pound Sterling. L.eases have an average term of between 3 -5 years with no
leases being granted for more than 5 years.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

14.2 Finance lease receivables (continued)

Amounts receivable under finance leases:

Minimum [ease payments

Less than 1 year

More than 1 year but less than 5 years

Less: Unearned finance income

Present value of minimum lease

payments raceivable

Present value of minimum lease

payments

Less than 1 year

More than 1 year but less than 5 years

Less: Unearned finance income

Present value of minimum lease

payments receivable

Group Group
2019 2018

£ £
21,040,395 29,612,743
28,094,424 40,734,767
49,134,819 70,347,510
(3,340,012) {12,086,575)
45,794,807 58,260,835
Group Group
2019 2018

£ £
20,696,616 23,338,395
25,098,191 34,822,540
45,794,807 58,260,935
45,794,807 58,260,535

An allowance amount of £1,171,467 (2018: £1,150,407} has been raised for the potential uncollectable lease and loan
payments, which occur as a result of customers’ inability to meet their obligations under the agreements. Specific
provisions of £3,626,416 (2018: £3,340,552) have been raised against agreements which have gone into default through

non-payment and under which the customer is being pursued for repayment in full.

The finance lease receivables at the end of the year include receivables due on impaired agreements (net of impairment
charge) but there are nho unguaranteed residual values of assets leased under egquipment leases.

However the finance lease receivables above include amounts that are past due at the end of the reporting period.
An analysis of this aging is as below.

Age of receivables that are past due bui not impaired:

Leases Group Group Company Compuany
2019 2018 2019 2018

£ £ £ £

Less than 30 days 146,536 150,629 27 1,806
31- 60 days 99,295 107,648 137 8,463
61-90 days 24,620 45,740 240 7773
91 - 120 days 8,532 10,129 89 300
Greater than 120 days 13,767 24,376 3,603 3,223
Tota! 292,750 342,522 4,296 21,565
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15.

16.

ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

Finance lease receivables (continued)

The credit risk inherent in finance lease receivables is reviewed under impairment policies as detalied in Note 2.
Under this review, the credit quality of assets which are neither past due nor impaired were considered good. In the
case of assets where there was evidence of non-payment and other objective evidence of impairment, the assets

were considered impaired and the carrying value written down to the net realisabie amount.

Deferred tax assets

Group Group Company Company

2019 2018 2019 2018

£ £ £ £

At 1 October 12,993 164,865 - 141,336

Credit/(charge) for the year 10,710 (383,385) - (372,849)

Adjustments in respect of prior years - 231,513 - 231,513

impact of unrecognised deferred tax - - - -

At 30 September 23,703 12,993 - -
Deferred taxation can be analysed as follows:

Accelerated capital allowances 23,703 12,993 - -

Provision for deferred taxation 23,703 12,993 - -

A deferred tax asset has been recognised in the current financial year on the basis that it is considered more likely
than not that there will be sufficient profits from which the future reversal of the underlying timing differences can

be deducted.
Inventories
Group
2019
£
Finished goods 72,240

Group
2018

£

100,203

Included in the cost of sales amount are inventories amounting to £62,390 {2018: £222,241) that have been expensed

in the current year.,

The inventory balance at year-end is used to determine whether adjustments are required and based on this review
the falr value less costs to sell of such inventory items is determined. Based on management’s review the carrying
amount in the financial statements is the fair value less costs to sell and thus no adjustments are required or made.

There are no inventories held that have been pledged as security.
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17.

18.

19,

Trade and other receivables

Trade receivables

Cther receivables
Prepayments

ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

Group Group Company Company

2019 2018 2019 2018

£ £ £ £

502,908 708,932 890 100425

Amounts owed by Group undertakings - - 9,481,618 10,259,827
40,000 40,000 40,000 40,000

685,456 1,314,741 2,396 21,164

1,228,364 2,064,673 9,524,904 10,421,416

Amounts owed by Group undertakings are unsecured, non-interest bearing, have no fixed date of repayment and

are repayable on demand.

Cash and cash equivalents

Group Group Company Company
2019 2018 2019 2018
£ £ £ £
Cash at bank and in hand 3,771,150 4,136,300 33,455 38,897
Interest-bearing loans and borrowings
Group Group Company Company
2019 2018 2019 2018
£ £ £ £
Non-current fiabilities
Amounts due under |ease financing 36,649,699 34,470,702 - -
arrangements
Bank and third party loans - 7,700,000 - 500,000
Net obligations under hire purchase 23,933 - - -
and sale of receivable contracts
36,673,632 42,170,702 - 500,000
Group Group Company Company
2019 2018 2019 2018
£ £ £ £
Current liabilities
Amounts due under lease financing 27,864,632 24,491,935 - -
arrangernents
Bank and third party loans 500,000 11,115,000 500,000 800,000
Net obligations under hire purchase 16,186 15,927 - -
and sale of receivable contracts
28,380,818 35,622,862 500,000 800,000

In respect of amounts due under lease financing arrangements, security has been provided to various financial
institutions under financing facilities in the form of assignment of lease receivables under the underiying equipment

leases,

During the year the Group repaid its wholesale revolving credit facility and variable funding notes issued by an SPV
under a funding agreement with Commerzbank. It replaced this borrowing with an increased block funding facility

with an existing funder.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

20.  Trade and other payables

Group Group Company Company

2019 2018 2019 2018

£ £ £ £

Trade payables 238,228 520,025 64,975 81,199
Amounts owed to Group undertakings - - 2,929,760 2,797,961
Other taxation and social security 150,278 84,101 150,278 84,101
Value added tax payable 570,269 616,404 570,269 616,404
Other payables 1,254,506 1,358,722 - -
Accruals and deferred income 943,216 838,025 - -
3,156,497 3,418,277 3,715,282 3,578,665

Amounts owed to Group undertakings and related parties are unsecured, non-interest bearing, have no fixed date of

repayment and are repayable on demand.

21.  Ordinary share capital

Group and Company
Authorised shares

Ordinary 'A’ shares of £1 each
Ordinary 'B' shares of £1 each
Bonus Issue 'A' shares of £1 each
Ordinary 'C' shares of £1 each

Ordinary shares issued and fully paid
At 1 October 2018
At 20 September 2019

2019 2018

£ £
50,000 50,000
50,000 50,000
450,000 450,000
50,000 50,000
600,000 600,600
No. £
589,224 588,224
589,224 589,224

The Group only has ordinary shares in issue. These are broken down into categories A, B and C. Class A shares have
voting rights whereas B and C do not, however all classes have rights to dividends at differing profit level thresholds.

22, Dividends paid and proposed
Group and Company

Ordinary 'A'

Interim Dividends paid; £0.61 per share {2018: £0.61 per share}
Ordinary 'B'

Interim Dividends paid; £2.03 per share (2018: £2.03 per share)
Banus Issue ‘A’

Interim Dividends paid £0.61 per share (2018: £0.61 per share)
Ordinary 'C'

Interim Dividends paid £2.03 per share (2018: £2.03 per share)}
Balance of dividends paid on equity capital
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2019 2018

£ £
30,060 30,000
100,000 100,000
274,000 270,000
100,000 100,000
500,000 500,600




23,

24.

Non-controlling interests

Balance at 1 October
Share of loss for the year
Disposat of subsidiary

Balance at 30 September

Investments
Company

Cost or valuation

At 1 October 2017
Additions

Disposals

At 30 September 2018
Additions

Disposals

At 30 September 2019

Impairment

At 1 October 2017
Disposals

At 30 September 2018
Impairment

At 30 September 2019

Net book value
At 30 September 2018

At 30 September 2019

ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

2019 2018
£ £
- (264,515)

- 264,515

Investments
in
subsidiary
companies
£

1,000,078

300,000
(1,300,073)

5

5

(430,000
430,000

These financial statements include the financial statements of the Group and the subsidiaries listed in the table below.

All subsidiaries are situated at the Company’s registered address which is as per Note 1: General Information.
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24.

25.

Investments {centinued)

ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 SEPTEMBER 2019

% equity interest

Name Principal activities Location of 2019 2018
registered % %
office

AAG Holdings (UK) Limited Helding company England 100 100

AAG Operations Limited Helding company England 100 100

AAL Holdings (UK) Holding company England 100 100

Limited

AARV Limited Leasing & trading of equipment England 100 100

Asset Advantage Limited Leasing & trading of eguipment England 100 100

Asset Co Rentals No2 Leasing & trading of equipment England 100 100

Limited

R A {No 3) Limited Leasing & trading of equipment England 100 100

R A (No 4) Limited Leasing & trading of equipment England 100 100

R A (No 6) Limited Leasing & trading of equipment England 100 100

RA(NO7) Limited Leasing & trading of equipment Engfand 100 100

R A (No 8) Limited Leasing & trading of equipment England 100 100

R A (No 9) Limited Leasing & trading of equipment England 100 100

R A {No 10) Limited Leasing & trading of equipment England 100 100

RA (No. 11) Limited Leasing & trading of equipment England 100 100

RA (No. 12) Limited Leasing & trading of equipment England 100 100

RA {No. 13 ) Limited Leasing & trading of equipment England 100 100

RA (No. 14) Limited Leasing & trading of equipment England 100 100

RA {No. 15} Limited Leasing & trading of equipment England 100 100

RA (No.16) Limited Leasing & trading of equipment England 100 100

RA (No.17) Limited Leasing & trading of equipment England 100 ico

RA (No.18) Limited Leasing & trading of equipment England 100 100

RA {No.19} Limited Leasing & trading of equipment England 100 100

RA (No.20) Limited Leasing & trading of equipment England 100 100

RV Investor No 1 Limited Leasing & trading of equipment England 100 100

Cash inflows from operations
Group 2019 2018
£ £
Profit before tax - continuing operations 1,742,213 506,632
Loss before tax - discontinued operations - (277,029}
Profit before income tax including discontinued operations 1,742,213 228,603
Adjusted for:
Depreciation 110,326 277,416
Profit on disposal of Property, plant and equipment (189) -
Finance costs 4,135,172 4,940,058
5,987,522 5,447,077
Decrease in inventory 27,963 168,680
Decrease in trade and other receivables 1,035,065 1,286,602
Decrease in trade and other payables {461,857} (187,083)
Net loss on sale of non-current assets - {211,177}
Net cash generated from operations 6,588,693 6,504,089
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26.

ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

Cash inflows from operations (continuad)
Company

Loss before tax

Adjusted for:

Depreciation

Disposal of property, plant and equipment
{oss on disposal of investment

Finance costs

Decrease in inventory

Decrease in trade and other receivables
Increase/{decrease) in trade and other payables
Net cash generated from operations

Operating lease arrangements
Group as lessee

2019 2018
£ £
(71,524) (391,091)

- 132,144

- (193,051)

. 671,022

49,516 93,891
(22,008) 312,915

- 135,857
1,196,365 359,460
169,717 (275,945)
1,344,074 532,287

During the current year the Group has commercial leases for the rental of the building. The commitments on this

lease are as helow.

Future minimum rentals payahle under non-cancellable operating leases are, as follows:

Operating lease commitments -~ Group as lessee

Within one year
After one year but not more than 5 years
More than 5 years

Group as lessor

2019 2018
£ £
211,883 145,478
847,530 847,530
622,595 834,478
1,682,008 1,827,486

The Group has operating leases on assets that are leased to customers. Rental income on these assets is treated as

lease income and included in revenue. There are no contingent rentals.

Operating lease commitmenis — Group as lessor

Within one year
After one year but not more than 5 years

39

2019 2018
£ £
. 18,000
- 18,000
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28.

ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEVBER 2019

Related parties
The Group financial statements include the financial statements of the subsidiaries listed in the table in Note 24. All
subsidiaries are situated at the Company’s registered address which is as per Note 1: General Information.

Additionally, Asset Advantage Funding 1 Limited, a special purpose funding vehicle registered in England, is considered
a related party in accordance with IFRS 10.

Balances and transactions within the Group have been eliminated upon consolidation and thus are not disclosed in

this note. However for the Company financial statements, disclosure is required for transactions and balances with
related parties.

Company
Related party transactions
2019 2018
£ £
Amounts owed by related parties
- Subsidiaries 9,481,618 10,259,827
- ). C. G. Eddy 40,000 40,000
Armounts owed to related parties
- Subsidiaries 2,929,760 2,797,961
Expenses incurred by AAG
- Subsidiaries - 450,828

The loan to J. C. G. Eddy is unsecured, interest-free and repayable on demand.

As per Note 7, atl employees are employed by the Company, however all employees are seconded to Asset Advantage
Limited and therefore all expenses in relation to employees are recognised in Asset Advantage Limited.

During the year ended 30 September 2018, Property, Plant and Equipment with a net book value of £111,625 was

transferred to Asset Advantage Limited from Asset Advantage Group Limited. The Property, plant and equipment
was transferred at net book value.

Key management expenses and transactions

The remuneration of the directors who are the only key management personnel is disclosed in Note 8 Directors’
remuneration

Controlling party

The ultimate controlling party of Asset Advantage Group Limited is J C G Eddy, who is also a director of Asset
Advantage Group Limited.
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