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Strategic Report and Business Review

2021 2020
Key Performance Indicators £000 £000
Total Facilities 12211 6.119
Drawn Funds 10.096 5.964
Interest income 803 782
Fee Income 7 4
L.oss betore Tax 1.023 1.012
L.oss rate on customer loans* 0.21% 0.07%

*Impairment losses on loans for the reporting period, divided by drawn funds.

Annual Review

Arbuthnot Specialist Finance Limited (ASFIL) is a specialist lender operating in the niche markets of short-term bridging and
development finance. The business aims to be a top tier bridge fender based on a relationship driven model via direet borrowers and
intermediaries. The goal is to organically grow a sustainable. high quality loan book that provides profit to stakcholders and
generates an above average return on capital.

I'he company was established in 2019 and due to the economic eavironment resulting from the pandemic credit appetite from clicnts
was curtaited which suppressed new lending volumes.

As at the vear end the loan book exceeded £10.tm compared to £6.0m for the prior year. The business reported a loss of £1.0m
(2020: £1.0m).

Following a restructure of the management team in the second half. the business made progress towards its relaunch planned for the
first halt" of 2022, where it will complement the Groups “Future State™ strategy as a specialist commercial lender. At the year end
business flow was positive with a strong pipeline of business building tor 2022.

The company is a wholly owned subsidiary of Arbuthnot Latham and Co.. Limited. a Bank which is a subsidiary of the AIM and
AQSE listed Arbuthnot Banking Group. Arbuthnot [ atham provides ASFL its core funding along with management support.

Risks and Uncertainties

I'he company regards the monitoring and controlling ol risks and uncertaintics as a fundamental part of the management process.
Conseguently. senior management are imvolved in the development ol risk management policies and in monitoring their application.
A detailed deseription of the risk management framework and associated policies is set out in note 6. The principal risks inherent
in the Company s business are. macrocconomic, eredit. funding. operational and ¢y ber.

Macroeconomic and competitive environment
'he Company is exposed to indireet risks that may arise from the macrocconomic and competitis ¢ environment.

Russia Ukraine Conflict

On 24th February 2022 Russia initiated an invasion ol neighbouring Ukraine. The global community reacted with a serics ol severe
sanctions against Russia. As a global supplier of commoditics the effects of the sanctions and war in the region is underdetermined.
however it is likely o have a knock on effect to global cconomics and specilically European nations with a reliance on Russian
exports. Global financial markets hay ¢ reacted with falling stock markets along with signiticant rises in oil and gas prices. Inflation
is expected o increase above previous expectation.  The situation could have signiticant geopolitical implications. including
ceonomic. social and political repercussions on a number of regions that may impact the Company and its customers.

Coronavirus

I'he COVID-19 pandemic continued to have a significant impact on all businesses around the world and the markets in which they
operate in 2021, The pandemic has also increased uncertainty for the longer-term cconomic outlook. adding to existing uncertaintics
stemiming from Brexit.

The global economic impact from COVID-19 has improved with developed economies showing signs of recovery following the

most recent wave due to the Omicron variant. Fhe strength of turther recovery depends crucially on the degree to which COVID-
19 vaccines and treatments allow a return to pre-pandemic levels of economic activity.
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Strategic Report and Business Review

Uncertainty remains around the impact of possible future variants on both domestic and global economies. As in the prior year the
business continued to operate with staftf working remotely, in line with Government guidelines tor much of 2021,

Brexit
The Brexit transition period came to an end on 31 December 2020 and the EU and UK agreed the Trade and Cooperation Agreement
on’24 December 2020. There is still some uncertainty around the long term consequences of Brexit.

Credit risk :

Credit risk is the risk that a counterparty will be unable to pay amounts in {ull when due. The Company’s loan book as at 31
December 2021 was £10.1m. The lending portfolio is secured against account receivables, stock, property, cash flows and other
assets. Credit risk is managed through the ASFL and AL Credit Committees.

Funding risk _
The Company is largely tunded by its parent Arbuthnot Latham and Co., Lid. Access to a continued supply of loan facilities is

critical to ASFL’s ability (o continue to trade. The parent has pledged funding and liquidity to ASFL for a minimum duration of
the company’s issued facilities.

Operational risk

Operational risk is the risk that the Company may be exposed to financial losses from conducting its business. The Company is
exposed to operational risks from its Information Technology and Operations platforms. There are additional internal contrals in
these processes that are designed (o protect the Company from these risks.

Cyber risk

Cyber risk is an increasing risk that the Company is subject to within its operational processes. This is the risk that the Company is
subject to some form of disruption arising from an interruption to its I'T and data infrastructure. The Company regularly test the
infrastructure to ensure that it remains robust to a range of thieats, and have continuity of business plans in place including a disaster
recovery provision.

Steph%n Fletcher (May 11,2022 13:24 GMT+1)

Stephen J Fletcher
Director
1l May 2022
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Directors’ Report

The Directors present their report and the audited financial statements of the Company for the year ended 31 December 2021.

Principal Activities
Arbuthnot Specialist Finance Limited provides financing to small and medium enterprises.

Directors
The Directors who held office during the vear and at the date of this report are as follows: -

James R Cobb (Chairman)

Kevin P Barrett (Appointed 14 October 2021)
Andrew I Broughton

Stephen I Fletcher

Richard M Layne

Andrew A Salmon

Shoaib Bux (Resigned | July 2021)

Yasin Patel (Resigned 1 July 2021)

Financial Instruments
Details ot the Company s policy for funding its operations and controlling its associated risks are provided in the Strategic Report
on page | and Note 6 Financial risk management on page 20.

Proposed Dividend
No dividends were paid during the year and the Directors have decided not to declare a final dividend.

Going Concern

After making appropriate enquirics which assessed strategy, income and expenditure. ongoing parental funding and risk
management (sec note 6), the directors are satisfied that the Company has adequate resources to continue in operation tor the period
of at least 12 months from the signing date of these financial statements.

The company is largely funded through intercompany parental facilities. The parent has pledged to provide funding to the company
to match the duration of its issued lending facilities.

The directors consider that the existence of demonstrable profitability. net current assets and funding from the parent should enable
the Company to continue in operational existence for the period of at least 12 months from the signing date of these financial
statements by meeting its liabilities as they fall due for payment. As with any company placing reliance on the parent for financial
support. the directors acknowledge that there is a reliance on the ultimate parent’s ability to continue as a geing concern. Details of
the parent company’s going concern assessment can be found in the directors” report on page 36 ot the Arbuthnot Banking Group
Annual Report and Accounts.

The directors also note the following points in relation to their going concern analysis:
- The directors have performed severe but plausible scenario stress-tests in response to the risk of customer default (see noie
4.1).
- Inall scenarios. the directors are satistied that the Company has sutlicient access to parental funding which would allow it
1o continue trading as normal.

The financial statements are therefore prepared on the going concern basis.

Political Donations
The Company made no political donations nor incurred any political expenditure during the year.

Other information

Any indication ot likely future developments in the business and particulars of significant events which have occurred since the end
of the financial year have been included in the Strategic report on page 1.
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Directors’ Report

Auditor
Mazars LLP has expressed its willingness to continue in office as the Company s auditor. Pursuant to section 487 of the
Companies Act 2006, Mazars LLP will theretore be deemed to be veappointed and will remain in office.

Statement of Disclosure of Information to the Auditor

The Directors confirm that:

+ so far as each director is aware, there is no relevant audit information of which the Company’s auditor is unaware; and

» the Directors have taken all the steps they ought to have taken as directors to make themselves aware of any relevant audit
information and to eslablish that the Company’s auditor is aware of that information.

This confirmation is given and shall be interpreted in accordance with the provisions of section 418 of the Companies Act 2006.
Statement of Directors’ Responsibilities in Respect of the Strategic Report, the Directors’ Report and the Financial Statements

The directors are responsible for preparing the Strategic Report, the Directors® Report and the financial statements in accordance
with applicable law and regulations.

Company law requires the directors to prepare linancial statements for each financial year. Under that law they have elected to
prepare the (inancial statements in accordance with international accounting standards in conformity with the requirements of the
Companies Act 2006.

Under company law the directors must not approve the financial statements unless they are satistied that they give a true and fair
view of the state of attairs of the company and of the profit or loss of the company for that period. In preparing these financial
statements, the directors are required to:

o select suitable accounting policies and then apply them consistently;
* make judgements and estimates that are reasonable, relevant and reliable;

o state whether they have been prepared in accordance with [FRSs in conformity with the requirements of the Companies
Act 20006;

e assess the company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern:
and '
e use the going concern basis of accounting unless they either intend to liguidate the company or to cease operations, or have
no realistic alternative but to do so. '
The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company’s
transactions and disclose with reasonable accuracy at any time the linancial position of the company and enable them o ensure thal
the financtal statements comply with the Companies Act 2006. They are responsible for such internal control as they determine is
necessary to enable the preparation ot financial statements that are free from material misstatement, whether due to traud or error,
and have general responsibility for taking such steps as are reasonably open o them to safeguard the assets of the company and 10
prevent and detect fraud and other irregularities.

By order of the Board

Lophen FLeLne
Stephén Fletcher (May 11, 2022 13:24 GMT+1)

Stephen J Fletcher
Director .
11 May 2022
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Independent auditor’s report

to the members of Arbuthnot Specialist Finance Limited

Opinion

We have audited the financial statements of Arbuthnot Specialist Finance Limited (the “company’) for the year ended 31
December 2021 which comprise the Statement of Comprehensive Income. the Statement of Financial Position, the Statement ot
Changes in LEquity, the Stalement of Cash Flows. and notes to the financial statements. including a summary of significant

accounting policics.

The financial reporting framework that has been applied in their preparation is applicable Jaw and international accounting
standards in conformity with the requirements of the Companies Act 20006.

In our opinion, the financial statements:

e give a true and fair view of the state of the company’s aftairs as at 31 December 2021 and of its loss for the year then ended:
and

e have been properly prepared in accordance with international accounting standards in conformity 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 taw. Our
responsibilitics under those standards are further deseribed in the ~Auditor’s responsibilitics for the audit of the financial
statements™ section of our report. We are independent of the company in accordance with the cthical 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
cthical responsibilitics in accordance with these requirements. We believe that the audit evidence we have obtained is sufTicient

and appropriate to provide a basis for our opinion.
Conclusions relating to going concern

In auditing the tinancial statements, we have concluded that the director's use of the going concern basis of accounting in the

preparation ol the financial statements is appropriate.

Bascd on the work we have performed, we have not identified any material uncertaintics relating to events or conditions that,
individually or cotlectively. may cast significant doubt on the company’s ability to continuce as a going concern for a period of at
least twelve months from when the financial statements are authorised for issue.

Our responsibilitics and the responsibilitics of the directors with respect o going concern are described in the relevant sections of

this report.
Other information

The other information comprises the information included in the annual report, other than the financial statements and our
auditor’s report thercon. The directors are responsible for the other information contained within the annual report. Our opinion
on the financial statements does not cover the other information and. except to the extent otherwise explicitly stated in our report.

we do not express any form of assurance conclusion thercon.

Our responsibility is o read the other information and. in doing so. consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the course of the audit. or otherwise appears o be
materially misstated. 1 we identify such material inconsistencics or apparent material misstatements. we are requived to determine
whether this gives rise w a material misstatement in the financial statements themselves. 112 based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required to report that Fact.

‘N
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Independent auditor’s report

to the members ot Arbuthnot Specialist Finance Limited

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 course of the audit:
e theinformation given in the strategic report and the directors” report for the financial year for which the financial statements
are prepared is consistent with the financial statements: and
e the strategic report and the directors’ report have been prepared in accordance with applicable {cgal requirements.

Matters on which we are required to report by exception

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit. we have not

identificd material misstatements in the strategic report or the directors” report.

We have nothing o report in respect of the following matters in relation to which the Companies Act 2000 requires us o report to
you iflin our opinion:
e adequate accounting records have not been kept. or returns adeguate for our audit have not been received from branches
not visited by us: or
e the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures ol directors” remuneration specified by taw are not made: or

e we have not received all the information and explanations we require for our audit.
Responsibilities of Directors

As explained more {ully in the directors™ responsibilities statement set out on page 4, the directors are responsible for the
preparation of the financial statements and tor being satistied that they give a true and (air view, and for such internal control as
the directors determine is necessary to enable the preparation of {inancial statements that are free from material misstatement.

whether due to traud or error.

In preparing the financial statements, the directors are responsible for assessing the company °s ability to continue as a going
concern. disclosing. as applicable. mauters related to going concern and using the going concern basis of accounting unless the
dircetors cither intend to liquidate the company or to cease operations. or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are 1o obtain reasonable assurance about whether the financial statements us a whole are tree from material
misstatement, whether duc to fraud or error, and to issuc an auditor’s report that includes our opinion. Reasonable assurance is a
high fevel of assurance but is not a guarantee that an audit conducted in accordance with ISAs (UK) will abwavs detect a malerial
misstatement when it exists. Misstatements can arise trom fraud or error and are considered material ifL indiv idually or in the
aggregate. they could reasonably be expected o influence the economie decisions of users taken on the basis of the financial

slatements.
The extent to which our procedures are capable of detecting irregularities. including fraud is detailed below,

Trregularities. including (raud. are instances ol non-compliance with laws and regulations. We design procedures in line with our

responsibilities, outlined abote, to detect material misstatements in respect of irrcgulacitics. including traud.

Basced on our understanding of the company and its industry. we identified that the principal risks of non- compliance relate to the
regufations and supervisory requirements of the Financial Conduct Authority (FCA). Anti-Money Laundering regulations (AMI),
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Independent auditor’s report

to the members of Arbuthnot Specialist Finance Limited

General Data Protection Regulation (GDPR). and other laws and regulations, such as the Companies Act, 2006. that have a direct

impact on the preparation of the financial statements. and UK tax legislation.

To help us identity instances of non-compliance with these laws and regulations, and in identifying and assessing the risks off
material misstatement in respeet o non-compliance, our pracedures included. but were not limited o:

e Inquiring of management and. where appropriate. those charged with governance, as to whether the company is in
compliance with laws and regulations. and discussing their policies and procedures regarding compliance with laws and
regulations:

e Inspecting correspondence. if any. with relevant licensing or regulatory authorities:

e Communicating identitied laws and regulations to the engagement team and remaining alert to any indications of” non-
compliance throughout our audit; and

e Considering the risk of acts by the company which were contrary to applicable laws and regulations. including fraud.

in addition. we evaluated the divectors™ and management’s incentives and opportunities for firaudulent manipulation ot the
financial statements, including the risk of management override of controls, and determined that the principal risks related w
posting manual journal entrics to manipulate financial performance and management bias through judgements and assumptions in

significant accounting estimates. in particular in refation to expected credit loss provision.

Our audit procedures in relation to fraud included but were not limited to:
*  Making cnquiries of the directors and management on whether they had knowledge of any actual, suspected or alleged
fraud;
e Gaining an understanding of the internal controls established w mitigate risks related to fraud;
e Discussing amongst the engagement team the risks of fraud; and
e Addressing the risks of fraud through management override of controls by performing journal entry testing.

There are inherent limitations in the audit procedures described above and the primary responsibility for the prey ention and
detection of irregularitics including (raud rests with management. As with any audit. there remained a risk of non-detection of
irregularitics. as these may involy e cotlusion. forgery, intentional omissions. misrepresentations, or the override ol internal

controls.

A further description of our responsibilitics for the audit of the financial statements is located on the Financial Reporting
Council’s website ut www.fre.org.uk/auditorsresponsibilities. This description forms part ol our auditor’s report.

Use of the audit report

This report is made solely to the company™s members as a body in accordance with Chapter 3 of Part 16 of the Companics Act
20006. Our audit work has been undertaken so that we might state to the company’s members those matfers we are required to state
to them in an auditor’s report and {or no other purpose. To the tullest extent permitted by law. we do not aceept or assume
responsibility 0 anvone 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.
ARy~

Gireg Simpson (Senior Statutory Auditor)

for and on behalf ol Mazars LLP

Chartered Accountants and Statutory Auditor
30 Old Bailey

London, EC4M TAU

11 May 2022
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Statement of Comprehensive Income

Year ended  Year ended

31 3t

December  December

2021 2020

Note £000 £000

Interest income 7 803 782
Interest expense 7 (225) (246)
Net interest income 7 378 536
Fee and commission income ' 8 7 4
Fee and commission expense - (1)
Net fee and commission income 7 3
Operating income . 585 539
Impairment loss 9 20 )
Operating expenses 10 (1.589) (1,547)
Loss before tax : (1,025) (1,012)
Income tax credit 12 195 191
Loss for the year (830) (821)

The Company has no other comprehensive income tor the year and hence the loss for the period represents the total
comprehensive income for the year.

The notes on pages 12 to 32 are an integral part of these consolidated jinancial statements
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Statement of Financial Positioh

At 31 At 31
December  December
. 2021 2020
Note £000 £000
ASSETS . )
Customer loans and receivables 13 10,096 5,964
Other assets 15 113 151
Intangible assets . 17 641 690
Property. plant and equipment 18 - 1
Total assels 10,850 6,806
EQUITY AND LIABILITIES
l?,quiiy atiributable to owners of the parent
Share capilal . 22 500 500
Retained earnings 23 (2.630) (1,800)
Other reserves 23 2,500 1,000
Total equity 370 (300)
LIABILITIES
Amounts due to parent 19 8,874 3,360
Other liabilities 20 1.606 1,746
Total liabilities 10,480 7,106
Total equity and liabilities ' ' 10,850 6,806

The financial statements on pages & to 32 were approved and authorised for issue by the Board of directors on 3 May 2022 and were
signed on their behalf by:

Richard Layre-
Richard Layne (May 1T, 2022 13:30 GMT+1}

R M Layne, Director

Registered Number: 11103603

The notes on pages 12 to 32 are an integral part of these consolidated financial statements
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Statement of Changes in Equity

Share Share Retained
capital premium earnings Total

£000 £000 £000 £000
Balance at 1 January 2020 500 1,000 (979) 522
Total comprehensive income for the year
L.oss for 2020 - - (821) (821)
Other comprehensive income, net of tax
Total comprehensive income for the year 500 1,000 (1,800) (300)
Transactions with owners, recorded directly in equity
Contributions by and distributions to owners
Balance at 31 December 2020 500 1,000 (1,800) (300)
Total comprehensive income for the year
Loss for 2021 - - (830) (830)
Total comprehensive income for the year - - (830) (830)
Transactions with owners, recorded directly in equity
Contributions by owners - 1,500 - 1,500
Total contributions by and distributions to owners - 1,500 - 1,500
Balance at 31 December 2021 500 2,500 (2,630) 370

The notes on pages 12 10 32 are an integral part of these consolidoted financial statements
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Statement of Cash Flows

Year ended

Year ended

31 31
December  December
2021 2020
Note £000 £000
Cash tlows from operating activities
Interest received 820 8§18
Interest paid (225) (246)
Net fees and commissions received 7 3
Cash payments to emplovees and suppliers (1.383) (1.133)
Cash lows from operating losses before changes in operating assets and liabilities (781) - (338)
Changes in operating assets and liabilities:
- net decrease in loans and advances to customers 13 4,131) 1,388
- net decrease in other assets I5 38 72
- net increase in other liabilities 20 (140) 1.469
Net cash (outHow)/inflow from operating activities (3.014) 2,371
Cash flows from investing activities
Purchase of computer software 17 - (446)
Net cash outflow trom investing activitics - (446)
Cash flows from financing activities
Decrease/(increase) in borrowings 3514 (1,923)
Capital contribution received 1,500 -
Net cash inflow/(outtlow) from financing activites 5.014 (1,925)

*Net movement in cash and cash equivalents

Cash and cash equivalents at | January

Cash and cash equivalents at 31 December

The nofes on pages 12 10 32 are an integral part of these consoliduted financial siatements
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Notes to the Financial Statements

1. Reporting entity
Arbuthnot Specialist Finance Limited is a company domiciled in the United Kingdom. The registered address of Arbuthnot
Specialist Finance Limited is 7 Wilson Street, London, EC2M 28N,

2. Basis of preparation

(u) Statement of compliunce

The Company’s financial statements have been prepared in accordance with international accounting standards in conformity with
the requirements ot the Companies Act 2006.

(b) Busis of measurement
The Company financial statcments have been prepared under the historical cost convention.

(c) Functional and presentutional currency:
The functional and prescentational currency of the Company is Pounds Sterling,

(d) Use of estimates and judgements

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also
requires management to exercisce its judgement in the process of applying the Company’s accounting policies. The arcas involving
a higher degree of judgement or complexity. or areas where assumptions and estimates are signiticant to the financial statements,
are disclosed in Note 4.

(e) Going concern

Atter making appropriate enquirics which assessed strategy, income and expenditure. ongoing parental funding and risk
management (see note 6), the directors are satisfied that the Company has adequate resourees to continue in operation for the period
of at least 12 months from the signing date of these financial statements.

The company is largely tunded through intercompany parenial tacilities. The parent has pledged to provide funding to the company
to match the duration ofits issued lending facilities.

The directors consider that the existence of demonstrable profitability. net current assets and funding {rom the parent should enable
the Company to continue in operational existence for the period of at least 12 months (rom the signing date of these financial
statements by meceting its liabilitics as they tall due for payment. As with any company placing reliance on the parent for financial
support. the dircetors acknowledge that there is a reliance on the ultimaie parent’s ability (o continue as a going concern. Details of
the parent company’s going concern assessment can be found in the directors” report on page 36 of the Arbuthnot Banking Group
Annual Report and Accounts.

The directlors also note the following points in relation to their going concern analysis:
- The directors have performed severe but plausible scenario stress-tests in response to the risk of customer default (see note
4.1).
- Inall scenarios, the directors are satistied that the Company has suflicient access to parental funding which would atlow it
{o continue trading as normal.

The financial statements are theretfore prepared on the going concern basis.

() Accounting developments -
The accounting policies adopted are consistent with those of the previous financial yeor.

3. Significant accounting policies

The accounting policies applied in the preparation of these [inancial statements are set out below. These policies have been
consistently applied. unless otherwise stated.

3.1. Interest income and expense

Interest income und expense are recognised in the Statement ol Comprehensive Income tor all instruments measured at amortised
cost using the effective interest rate ("EIR™) method.

ARBUTHNOT SPECIALIST FINANCE LIMITED 12



Notes to the Financial Statements

The eftective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life of
the financial instrument to:

« the gross carrving amount of the financial asset: or
+ the amortiscd cost of the financial liability.

The “gross carrying amount of a financial asset” is the amortised cost ol a financial asset before adjusting for any expected credit
loss allowance.

When calculating the effective interest rate. the Company takes into account all contractual terms of the financial instrument but
docs not consider expected credit lossces.

The calculation includes all fees paid or received between parties to the contract that are an integral part of the effective interest
rate, transaction costs and all other premiums or discounts. The carrying amount of the financial asset or linancial liability is adjusted
it the Company revises its estimates of” pavments or receipts. The adjusted carrying amount is caleulated based on the original
effective interest rate and the change in carrying amount is recorded as interest income or expense.

For financial assets that have become credit impaired following initial recognition, interest income is calculated by applying the
clfective interest rate to the amortised cost of the (inancial asset. [f the asset is no longer credit impaired. then the caleulation of
interest income reverts to the gross basis.

3.2. Fee and commission income

Fee and commission income which is integral to the EIR on @ linancial assct are included in the efiective interest rate. (See note
3.0)

All other fee and commission income is recognised as the related services are performed, under IFRS 13,
Fhe principles in applying [FRS 13 to tee and commission use the following 3 step model:

* Identiy the contract(s) with a customer;

« identify the performance obligations in the contract:

« determine the transaction price;

« allocate the transaction price 1o the performance obligations in the contract: and
» recognise revenue when or as the Company satisfies its pertormuance obligations.

3.3. Financial assets and financial liabilities

TFRS 9 requires financial assets and liabilitics 10 be measured at amortised cost. fair value through other comprehensive income
CENOCT?) or fair value through the profit and loss (“FVTPL™). Liabilitics are measured at amortised cost or FVTPLL The company
classifies financial asscts and financial liabilitics in the following categories: financial asscls and financial liabilities at FV1TPL.;
FVOCI, financial assets and liabilitics at amortised cost and other financial liabilitics. Management determines the classification of
its tinancial instruments at initial recognition.

A financial asset or financial lability s measured initially at fair value plus. transaction costs that are directly attributable w0 it
acquisition or issue with the exception of financial assets at FVTPL where these costs are debited o the income statement.

(c) Financial instruments measured at amortised cost

Financial asscts that are held to collect contractual cash (Tows where those cash Tows represent solely pavments of principal and
interest are measured at amortised cost. A basic lending arvangement results in contractual cash flows that are solely payments of’
principal and interest on the principal amount outstanding. Financial assets measured at amortised cost consist of customer loans
and receivables.

Customer Loans and receivables

Customer loans and reccivables arve non-derivative financial assets with tixed or determinable pay ments that are not quoted in an
active market. They arise when the company provides money, goods or sernvices diveethy w a debtor with no intention of trading the
reccivable and the SPPI criteria arc met. Loans are recognised when cash is advanced to the borrowers inclusive of transaction
wosts. Loans and receivables are carricd at amuortised cost using the eflective interest rate method.
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Notes to the Financial Statements

(b) Financial assets and financial liabilities at FVTPL

Financial assets and liabilities are classified at FVTPL where they do not mect the criteria to be measured at amortised cost or
FVOCI or where financial assets are designated at FVTPL, to reduce an accounting mismatch. They are measured at fair value in
the statement of financial position. with fair value gains/losses recognised in the income statement.

Financial assets that are held for trading or managed within a business model that is evaluated on a fair value basis are measured at
FVTPI., because the business objective is neither hold-to-collect contractual cash flows nor hold-to-collect-and-sell contractual cash
flows.

Financial assets and habilities at FVTPL are initially recognised on the date from which the Company becomes a party o the
contractual provisions of the instrument. including any acquisitton costs. Subsequent measurement of {inancial assets and financial
liabilities held in this category are carried at FVTPL until the investment is sold.

As at 31 December 2021 the company does not have any financial assets or liabilitics classified as FVTPL.

(c) Financial instruments at FI'OCT

Financial instruments at FVOCI arc those not classified as another category of financial asscts. These include investments in special
purposc vehicles and equity investments in unquoted vehicles. They may be sold in response to liquidity requirements, interest rate,
exchange rate or equity price movements. Financial investments are initially recognised at cost. which is considered as the fair value
of the investment including any acquisition costs. The securities are subsequently measured at fair value in the statement ot financial
position.

Fair value changes in the securitics are recognised directly in equity (OCI).

A debt instrument is measured at fair value through other comprehensive income it it meets both ot the following conditions:

* the assct is held within a business model whose objective is achieved by collecting contractual cash flows and selling financial
assets; and

» the contractual terms of the financial asset meet the SPPI criterion.

There is a rebuttable presumption that all equity investments are FVTPL, however on initial recognition the Company may make
an irrevocable election to present the fair value movement of cquity investments that are not held for wading within OCL. The
clection can be made on an instrument by instrument basis.

For debt instruments. changes in fair value are recognised in OCI. As the asset is measured at fair value, any ECL does not adjust
the carrying value of the asset. it is reflected in other comprehensive income.

For equity instruments, there are no reclassifications of gains and losses to the profit or loss statement on derecognition and no
impairment recognised in the profic or loss. Equity fair value movements are not reclassiticd from OCI under any circumstances.

Asat 31 Deeember 2021 the company does not have any financial assets or liabilities classified as OCl.
Basis of measurement for financial assets and liabilities

Amortised cost measurement

As at 31 December 2021 the company only has financial assets and liabilities measured at amortised cost. The amortised cost of a
financial asset or financial liability is the amount at which the financial asset or financial liability is measured at initial recognition,
minus principal payments, plus or minus the cumulative amortisation using the effective interest rale method of any difference
between the initial amount recognised and the maturity amount, fess any reduction for impairment.

Derecognition

Financial asscts arc derecognised when the rights to receive cash tlows from the financial assets have expired or when the Company
has transferred substantially all risks and rewards of ownership. Any intercst in transterred financial assets that qualify for
derecognition that is created or retained by the Company is recognised as a scparate asscl or liability in the Statement of Financial
Position. In transactions in which the Company neither retains nor transfers substantially all the risks and rewards of ownership of
a financial asset and it retains control over the asset, the Company continues to recognise the assct o the extent of its continuing

ARBUTHNOT SPECIALIST FINANCE LIMITED 14



Notes to the Financial Statements

involvement. determined by the extent to which itis exposed to changes in the value of the transferred assct. There have not been
any instances where assets have only been partially derecognised.

The Company derecognises a tinancial liability when its contractual obligations are discharged, cancelled. expire. are modified or
exchanged.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the statement of financial position when. and only
when. the Company currently has a legally enforceable right to set oftf the amounts and it intends cither to settle them on a net basis
or Lo realise the asset and scutle the liability simultancously.

Income and expenses are presented on a net basis only when permitted under [FRS, or for gains and losses arising from a group ol
similar transactions such as the Company s trading activity.

3.4. Impairment of financial assets
The Company recognises loss allowances on an expected credit loss basis for all financial assets measured at amortised cost.

Credit loss allowances are measured as an amount equal to lifetime ECL, except for the following assets, tor which they are measured
as 12 month ECL.:

* Financial asscts determined to have a low credit risk at the reporting date
* Financial assets which have not experienced a significant increase in credit risk since their initial recognition.

Impairment model
The IFRS 9 impairment model adopts a three stage approach based on the extent ol eredit delerioration since origination:

* Stage 12 12-month ECL applies to all tinancial asscts that have not expericneed a significant increase in credit risk (“SICR™) since
origination and are not credit impaired. The ECL will be computed based on the probability of detault events occurring over the
next 12 months.

« Stage 2: When a financial assct experiences a SICR subsequent o origination, but is not in default, itis considered to be in Stage
2. This requires the computation of ECL based on the probability of all possible default events occurring over the remaining life of
the financial asset. The Stage 2 lifetime ECL is the difference between the value of the recoverable amount (which is equal to the
expeceted tuture cash flows discounted at the loan’s ariginal effective interest rate), and its carrving amount. Provisions are higher
in this stage (exeept where the value of charge against the financial assei is sulficient to enable recovery in full) because of an
increase in credit risk and the impact of a longer time horizon being considered (compared to 12 months in Stage 1).

Evidence that a financial asset has experienced a SICR includes the following considerations:
* A loan is in arrcars between 31 and 90 days:
+ Forbearance action has been undertaken:

+ Stage 3: Financial assets that are credit impaired are included in this stage. Similar to Stage 2, the allowance for eredit losses will
continue to capture the lifetime expected credit losses. The Stage 3 lifetime 1ECLL is the difference between the value of the
recoverable amount, and its carryving amount. At cach reporting date. the Company will assess whether financial assets carried at
amortised cost are in default. A tinancial asset will be considered to be in default when an event(s) that has a detrimental impact on
estimated future cash flows have occuired.
Evidence that a {inancial asset is within Stage 3 includes the following data:

* A loan is in arrcars in excess of 90 days:

* Breach of terms of forbearance:

* Recovery action s in hand; or

*» Bankruptey proceedings or similar insolvency process ol a client. or dircctor of a company.
The credit risk of financial assets that become credit impaired are not expected to improve such that they are no longer considered

credit impaired.
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Presentation of allowance for ECL in the statement of finuncial position
For financial assets measured at amortised cost. these are presented as the gross carrying amount of the assets minus a deduction for
the ECL..

Write-off

Loans and reccivables are written off (cither partially or in tull) when there is no realistic prospect of recovery. This is the case when
the Company determines that the borrower does not have assets or sources of income that could generate sufficient cash flows to
repay the outstanding amount duce.

(h) Renegotiated loans ) .
Loans that are neither subject to ECLs nor individually significant, and whose terms have been rencgotiated. are no longer considered
to be past duc but are treated as new loans.

(¢c) Forhearance

Under certain circumstances. the Company may use forbearance measures 1o assist borrowers who are experiencing signilicant
linancial hardship. Any forbearance support is assessed on a case by case basis in line with best practice and subject o regular
monitoring and review. The Company secks 1o ensure that any forbearance results in a fair outcome tor both the customer and the
Company.

3.5. Impairment of non-financial assets

The carrying amounts of the Company s non-tinancial assets. other than deferred tax assets. are reviewed at cach reporting date to
determine whether there is any indication of impairment. [T any such indication exists, then the asset’s recoverable amount is
cstimated.

3.6 Intangible assets

Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring o use the specilic
softwvare, These costs are amortised on the basis of the expected usclul lives (three o fificen vears).  Costs associated with
maintaining computer software programs are recognised as an expense as incurred.  Costs associated with developing computer
software which are assets in the course ol construction, which management has assessed to not be available for use, are not
amortised.

3.7. Cash and cash equivalents

For the purposces o' the Statement of Cash Flows, cash and cash cquivalents comprises cash on hand and demand deposits, and cash
cquivalents are deemed highly liquid investments that are convertible into cash with an insignificant risk of changes in value with a
maturity of three months or less at the date ot acquisition.

3.8. Employee benefits

(a) Post-retivement obligations

The Company conuributes to a defined contribution scheme and to individual defined contribution schemes for the benefit of certain
cmployees. The schemes are funded through payments to insurance companics or trustce-adiministered tunds at the contribution
rates agreed with individual emplovees.

The Company has no further payment obligations once the contributions have been paid. The contributions are recognised as an
emplovee benelit expense when they are due. Prepaid contributions are recognised as an assel to the extent that a cash refund or a
reduction in the future payments is available.

There are no post-retirement benefits other than pensions.

3.9. Taxation

Current income tax which is payable on taxable profits is recognised as an expense in the period in which the profits arise. Income
tax recoverable on tax allowable losses is recognised as an asset only to the extent that it is regarded as recoverable by offsct against

current or future taxable profits.

Deferred tax is provided in full on temporary differences arising between the tax bases of assets and liabilitics and their carryipg
amounts in the consolidated linancial statements. Deferred tax is determined using tax rates (and taws) that have been enacted or
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substantively enacted by the Statement of Financial Position date and are expected to apply when the related deferred tax assct is
realised or the deferred tax liability is settled.

Deferred tax assets and liabilities are oftset i there is a legally enforceable right to offset current tax liabilities and asscts. and they
relate o taxes levied by the same tax authority on the same taxable entity. or on different tax entities, when they intend to settle
current tax Habilities and asscts on a net basis or the tax assets and liabilities will be realised simultancously.

Deferred tax assets are recognised where it is probable that tuture taxable profits will be available against which the temporary
differences can be utilised.

3.10. Provisions and contingent liabilities
Provisions are recognised when the Company has a present legal or constructive obligation as a result ot a past event. it is probable
that an outflow of cconomic resources will be required from the Company and amounts can be reliably measured.

Oncrous contract provisions are recognised for losses on contracts where the torceast costs of fullilling the contract throughout the
contract period exceed the forecast income receivable. In assessing the amount of the loss to provide on any conlract, account is
taken of the Company’s forecast results which the contract is servicing. The provision is calculated based on discounted cash lows
to the end of the contract.

Contingent liabilitics are disclosed when the Company has @ present obligation as o result of a past event, but the probability that it
will be required to settle that obligation is more than remote, but not probable.

3.11. Adoption of new and revised reporting standards

There are no standards. interpretations and amendments to existing standards that have been published and are mandatory for the
Company’s accounting periods beginning on or after 1T January 2021 or later periods, that will have any material impact on the
Company’s tinanciad statements.

3.12. Standards issued but not yet effective

A number of new standards and amendments to standards are effective for annual periods beginning after 1 January 2022 and carlier
application is permitted: however, the Company has not carly adopted the new and amended standards in preparing these
consolidated financial statements.

Other standards
Fhe following new and amended standards are not expected to have a significant impact on the Group’s consolidated financial
statlements.
*  Oncrous Contracts — Cost of Fullitling a Contract (Amendments to 1AS 37, ctfective tor annual periods beginning on or
after January 1, 2022).
*  Annual Improvements to [FRS Standards 2018-2020.
«  Property, Plant and Equipment: Procceds before Intended Use (Amendments o TAS 16, effective for annual periods
beginning on or alter January 1. 2022).
+  Reference to Coneepual Framework (Amendments o TFRS 3, effective tor annual periods beginning on or alier January
1,2022).
+  Classification ol Liabilities as Current or Non-current (Amendments to IAS 1, effective for annual periods beginning on
or after January 1. 2023).
« [FRS 17 Insurance Contracts and amendments to IFRS 17 Insurance Contracts. (clfective for annual reporting periods
beginning on or after Junuary 1. 2023)
«  Disclosure of Accounting Policies (Amendments to TAS | and IFRS Practice Statement 2).
+  Delinition of Accounting I3stimates (Amendmenis to TAS 8, effective lor annual periods beginning on or atter January 1.
2023)
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4. Critical accounting estimates and jhdgements in applying accounting policies

The Compuany makes estimates and assumptions that affect the reported amounts ot assets and liabilities within the next financial
year. Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

4.1 Estimation uncertainty
Expected credit losses (“ECL.*) on financial assets

.
The Company reviews its loan portfolios to assess impairment at least on a quarterly basis. The basis for evaluating impairment
losses is described in accounting policy 3.4. The measuremeni of ECL required by the implementation of IFRS 9 necessitates a
number of significant judgements. Specifically judgements and estimation uncertainties relate to assessment of whether credit risk
on the financial asset has increased significantly since initial recognition, incorporation of torward-looking information (“FLI") in.
the measurement of ECLs and key assumptions used in estimating recoverable cash flows. These estimates are driven by a number
of factors that are subject 1o change which may result in difterent levels of ECL allowances.

12 month ECLs on loans and advances (loans within Stage 1) are calculated using a statistical model. The key assumptions are the
probability of default and the economic scenarios. Lile time ECLs on loans and advances (loans within Stage 2 and 3) are calculated
based on an individual valuation of the underlying asset and other expected cash flows.

For individually significant financial assets in Stage 2 and 3, ECL is calculated on an individual basis and all relevant factors that
have a bearing on the expected future cash flows are taken into account. These factors can be subjective and can include the
individual circumstances of the borrower, the realisable value of collateral, the Company’s position refative to other claimants, and
the likely cost to sell and duration of the time to collect. The level of ECL. is the difference between the value of the recoverable
amount (which is equal to the expected future cash flows discounted at the loan’s original effective interest rate), and its carrying
amount.

Management have considered a range of variables in determining the level of future ECL. 1fthe ECL increased by 10% this would

lead o a negative impact of less than £ 1k through the Profit or Loss and if the ECL, decreased by 10% this would lead to a positive
impact of less than £1k.
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5. Maturity analysis of assets and liabilities

The table below shows the maturity analysis of assets and liabilities of the Company as at 31 December 2021:
' Due Due after
within one  more than

year  one year Total
At 31 December 2021 £000 £000 £000
ASSETS
L.oans and advances to customers 9.238 858 10,096
Other assets ; 13 - 113
Intangible assets - 641 641
9,351 1,499 10,850
LIABILITIES
Amounts due to parent 8.874 - 8.874
Other liabilities : 1.606 - 1,606
10.480 - 10.480
The table below shows the maturity analysis of assels and liabilities of the Company as at 31 December 2020:
Due Due alter
within one more than
year  one year Total
At 31 December 2020 £000 £000 £000
ASSETS
Loans and advances to customers 4.729 1,235 5.964
Other assets . 151 - 151
Intangible assets - 690 690
Praperty, plant and equipment - 1 1
4,880 1,926 6,806
LIABILITIES
Amounts due to parent 5.360 - 5.360
Other liabilities ‘ 1,746 - 1,746
7,106 - 7,106
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6. Financial risk management

Strategy

The Dircctors of the Company have formally adopied a Company Risk and Controls Policy which sets out the Board’s attitude to
risk and internal controls. Key risks identiticd by the Directors are formally reviewed and assessed at least once a ycear by the Board.
in addition to which key business risks are identified, cvaluated and managed by management on an ongoing basis by means of
procedures such as physical controls. eredit and other authorisation limits and scgregation of dutics. The Board also receives regular
reports on any risk matters that need to be brought o its attention. Signiticant risks identificd in connection with the development
of new activities are subject to consideration by the Board. There are budgeting procedures in ptace and reports are presented
regularly to the Board detailing the results of cach principal business unit. variances against budget and prior periods. and other
performance data.

The principal non-operational risks inherent in the Company's business are credit. market and liquidity risks.

(u) Credit risk

The Company tuke on exposure to credit risk. which is the risk that a counterparty will be unable to pay amounts in (ull when due.
Impairment provisions are provided for losses that have been incurred at the balance sheet date. Signilicant changes in the cconomy .
or in the health of a particular industry segment that represents a concentration in the Company s porttolio. could result in losses
that are difterent from those provided tor at the balance sheet date. Credit risk is manuged through the Credit Committee.

The Company structure the fevels of eredit risk it undertakes by placing limits on the amount ol visk accepted in relation to products.
and one borrower or groups of borrowers. Such risks are monitored on a revolving basis and subject to an annual or more frequent
review. The limits are approved periodically by the Bourd of Directors and actual exposures against limits are monitored daily .

Exposure to credit risk is managed through regular analy sis of the ability of borrowers and potential borrowers 1o meet interest and
= [~ v -

capital repayment oblizations and by changing these lending limits where appropriate. Exposure to credit risk is also managed in

part by obtaining collateral and corporate and personal guarantees.

The cconomic environment remains uncertain and future impairment charges may be subject to turther volatility (including
from changes to macrocconomic variable forecasts) depending on the longevity ol the COVID-19 pandemic and related containment
measures, as well as the longer term cffectiveness ol central bank. goy ernment and other support measures.

COVID-19 has created an unprecedented challenge for ECL modelling. given the severity of economic shock and associated
uncertainty for the future cconomic path coupled with the scale of government and central bunk intervention and Covid-19 reliel
mechanisms that have altered the relationships between cconomic drivers and detault.

The Company employs a range of policies and practices to mitigate credit risk.  The most traditional ol these is the taking of
collateral to sceure advances, which is common practice. T'he principal collateral types for customer loans and receis ables include,
but are not limited o charges over business assets such as premises. inventory and accounts receivable.

Upon initial recognition of loans and advances, the fair value of collateral is based on valuation technigues commonly used tor the
corresponding assets.  In order to minimise any potential credit luss the Company will seck additional collateral trom the
counterparty as soon as impairment indicators are noticed for the relevant individual loans and advances. Repossessed collateral,
not readily convertible into cash, is made available for sale in an orderly fashion, with the proceeds used to reduce or repay the
outstanding indebtedness, or held as invenwory where the Company intends o sell in the future. Where excess tunds are available
afier the debt has been repaid. they arc available cither for other secured lenders with lover priority or are returned o the customer.,
Commitments to extend credit represent unused portions of authorisations to extend credit in the form of'loan and reccivable finance
facilitics. With respect o credit risk on commitments to extend credit. the Company is potentially exposed o loss in an amount
cqual to the total unused commitments. However. the likely amount of loss is less than the total unused commitments. as most

commitments to extend credit are contingent upon customers maintaining specific credit standards.

The Company's maximum cxposure to credit risk betore collateral held or other credit enhancements is as follows:
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2021 2020
£000 £000
Credit risk exposures relating to on-balance sheet assets are as follows:
Gross exposure before ECLL 10.096 5,964
Credit risk exposures relating to oft-balance shect assets are as totlows:
l.oan commiunents and other credit related liabilities 2,115 153
At 31 December 12,211 0,119

The above wables represent the maximum credit risk exposure (gross before impairment) to the Company at 31 December 2021
without taking account of any collateral held or other credit enhancements attached. For on-balance-sheet asscts. the exposures are
based on the net carrving amounts as reported in the Statement of Financial Position.

Renegotiated loans and forbearance

The contractual terms of a facility may be modified due to factors that are not related to the current or potential credit deterioration
ol the customer (changing market conditions. customer retention. cte.). In such cases. the modilied loan may be derecognised and
the renegotiated loan recognised as a new loan at fair value.

As at 31 December 2021 lending facilities for which forbearance meuasures were in place were nil (2020: nil).
Concentration risk

Duc to the amount of customer facilitics diversified across a number of industry scectors the Directors do not consider there to be a
potential material exposure arising from concentration risk.

(h) Operutional risk (unuudited)

The Company's objeclive is to manage operational risk so as to balance the avoidance of financial losses and damage to the
Company's reputation with overall cost etfectiveness and o mvoid control procedures that restrict initiatives and creativity.
Opcerational risk arises from all of the Company's operations.

During the y car there was significant focus on the potential operational risks arising from the change in working practices due o
the pandemic. particularly the move  home-working in order o protect staft and support clients through the crisis. Management
attention also focused heavily on operational resilicnee o ensure that planning, controls and operational activitics remained robust
and appropriate. The Bank ensured that all stalt had access to equipment o complete their work with all employees working from
home for the majority of the year.

The Company “s control environment was continually monitored to ensure that the challenges posed by adapting 1o the impact of
Covid-19 were safely addressed. There was also continued oversight of the Company 's preparations tor the end of the transition
period. following the UK's exit from the EUL to ensure that processes and sy stems are appropriate to ensure continuity of' service
for clients.

Compliance with the Arbuthnot Banking Group ("Group™) standards is supported by a programme of periodic reviews undertaken
by Internal Audit. The results of the Internal Audit reviews are discussed with senior management. with summaries submitied to the
Group Audit Committee.

(¢) Market risk

Price risk
I'he Company is not exposed to any price risk.

Currency risk
The Company lends w clients and has borrowing facilities from its parent in pound sterling.

The table below summarises the Company s exposure to foreign currencey exchange rate risk at 31 December 2021, Included in the
table below are the Company s asscts and liabilities at carry ing amounts, categorised by cuerency,
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GBP(£) USD($) Euro(€) Other Total
At 31 December 2021 . £000) £000 £000° £000 £000
ASSETS
l.oans and advances to customers 10,096 - - - 10,096
10,096 - - - 10,096
LIABILITIES
Amounts due to parent 8,874 - - - 8.874
Other liabilities 1.549 - - - 1,549
10,423 - - - 10,423
Net on-balance sheet position . (327) - - - (327)
Credit commitments 2115 - - - 2,115

The table below summarises the Company's exposure to toreign currency exchange risk at 31 December 2020:

GBP(£) USD() Euro(€) Other Total
At 31 December 2020 £000 £000 £000 £000 £000

ASSETS
Loans and advances o customers 5.964 - - - 5,964
5.964 - - - 5,964

- LIABILITIES

Amounts due to parent 5.360 - - - 3.360
Other liabilities 1,735 - - - 1.735
7.095 - - - 7,095
Net on-balance sheet position (1.131) - - - (1,131)
Credit commitments 155 - - - 155
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Interest rate risk

Interest rate risk is the potential adverse impact on the Company’s future cash flows from changes in interest rates, and arises from
the differing interest rate risk characteristics of the Company s assets and liabilities. Interest rate risk is present in: fixed rate finance
provided to customers and floating rate borrowing facilities dependent on when they re-price at a future date. The interest rate risk
is measured and managed at the Company’s parent level.

(d) Liguiditv risk

Liquidity risk is the risk thai the Company will not be able to meet its obligations associated with its financial liabilities that are
settled by delivering cash or another financial asset.

The Company is funded by the parent Arbuthnot Latham & Co,. Limited, The Company’s liquidity risk is monitored by the parent
whose aim is to manage sufficient liquid resources to cover cash flow imbalances and flucwations in funding to mainwin full
contidence in the solvency of the Company and to meet its (inancial obligations. :

The tables below show the undiscounted contractual cash flows of the Company's financial liabilities and assets as at 31 December
More
than 3 More
Gross maonths than 1
nominal  Notmore  butless  year but More
Carrying inflow/ than 3 than I less than than 3
v amount  (outflow) months year 5 years years
At 31 December 2021 £000 £000 £000 £000 £000 £000
Financial liability by type
Non-derivative liabilities
Amounts due to parent 8.874 (8,874) (8,874) - - -
Other liabilities 1,549 (1,549) (1,549 - - -
Unrecognised loan commiunents - (2.115) (2.115) - - -
10,423 (12,538) (12,538) - - -
More
than 3 More
Gross months than |
nominal Notmore  butless  year but More
Carrying inflow/ than 3 than t  less than than 5
amount  (outflow) months year 5 years years
At 31 December 2021 £000 £000 £000 £000 £000 £000
Financial asset by type
Non-derivative assets
Customer loans and receivables 10,096 11,110 2.585 7.304 1,221 -
10,096 11,110 2,585 7.304 1,221 -
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The tables below show the undiscounted contractual cash Aows of the Company's financial liabilities and assets as at 31 December

More
than 3 More
Gross months than |
nominal  Notmore  butless year but More
Carrying inflow/ than 3 than | less than than 5
amount  (outflow) months year  5years years
At 31 December 2020 - £000 £000 £000 £000 £000 £000
Financial liability by type
Non-derivative liabilities
Amounts due to parent 5.360 (5,360) (5,360) - - -
Other liabilities 1,735 (1.735 (1.733) - - -
Unrecognised loan commitments - (153) (153) - - -
7,095 (7.250) (7.250) - - -
More .
than 3 More
Gross months than |
nominal  Notmore  butless  year but More
Carrying inflow/ than 3 than I less than than 5
amount  (outflow) months year 5 years years
At 31 December 2020 - £000 £000 £000 £000 £000 £000
Financial asset by type
Non-derivative assets
l.oans and advances to customers 3.964 6.343 1.494 3,539 1,310 -
5,964 6.343 1,494 3.539 1,310 -
The maturitics of assets and liabilities and the ability to replace, at an acceptable cost, interest-bearing liabilities as they mature are

important factors in assessing the liquidity of the Company and its exposure to changes in interest rates and exchange rates.
Assets pledged as collateral or encumbered

There are no financial assets recognised in the statement of financial position that had been pledged as collateral for liabilities at 31
December 2021.
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(e) Financial assets and liabilities

The tables below set out the Company's financial assets and financial liabilities into their respective classifications:

Total
Amortised  carrying
¢cost  amount
At 31 December 2021 £000 £000
ASSETS
LLoans and advances (o customers 10,096 10,096
10,096 10,096
LIABILITIES
Amounts due to parent 8.874 8.874
Other liabilities 1,549 1.549
10.423 10,423
Total
Amortised  carrying
cost  amount
At 31 December 2020 £000 £000
ASSETS .
l.oans and advances to customers 5,964 5,964
5.964 5,964
LIABILITIES
Deposits from banks 5.360 5.360
Other habilities 1,733 1.735
7.095 7.095
7. Net interest income
2021 2020
£000 £000
Loans and advances (o customers 303 782
Total interest income 803 782
Intercompany loan interest ’ (225) (246)
Total interest expense (225) (246)
Net interest income 578 536
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8. Fee and commission income

2021 2020

. £000 £000

Oiher fees . 7 4
7 4

The other tees represent account charges and wransfer fees and are recognized, under IFRS 135 Revenues from Contracts with
Customers, at a point in time when the related services are performed.

9. Impairment loss

2021 2020

£000 £000
Net impairment losses on loans and advances to customers - stage | (21) 4

{21) (4) .

10. Operating expenses
Year ended  Year ended

31 31
December  December
2021 2020
Operating expenses comprise £000 £000
Staff costs, including Directors:
Wages. salaries and bonuses 636 678
Social security costs 80 80
Pension costs 38 47
Amortisation ol intangibles ) 49 33
Depreciation 1 1
Expenses relating to short-ierm leases 61 -
Parent company recharge 396 418
Other administrative expenses 308 290
Total operating expenses trom continuing operations {.589 1,547
2021 2020
Remuneration of the auditor and its associates. excluding VAT, was as lollows: £000 £000
Fees pavable to the Company's auditor tor the audit of the Company's annual accounts 25 20
Total fees payable 25 20
I1. Average number of employees
2021 2020
Directors 6 3
Emplovees 8 8
14 11
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12. Income tax expense

2021 2020
United Kingdom corporation iax at 19% (2020: 19%) £000 £000
Deferred taxation
Origination and reversal of temporary differences (193) (192)
Adjustments in respect (vm‘ion' years - |
Income tax credit (195) (191)

Tax reconciliation

LLoss belore tax (1,025 (1,012)
Tax at 19% (2020: 19%) (195) (191)
(195) (191)

Corporation tax credil for the year

The UK corporation tax rate for 2021 was cnacted on 17 March 2020, remaining at 19%, rather than reducing to the previously
enacted 17%.

In the Budget speech on 3 March 2021, the Chancellor of the Exchequer. announced the increase of corporation tax from 19% to
25% from | April 2023, which was enacted on 10 June 2021. This increased the deferved tax asset on the balance sheet (with
expected utilisation after 1 April 2023) and similarly further increased the tax credit recorded in the protit and loss account in the

year.,

13. Customer loans and receivables

2021 2020

£000 £000

Gross loans and advances 10.125 5.972
Of which:

Stage | 9.89¢6 5.972

Stage 2 229 -

Less: allowances [or impairment on loans and advances (note 14) (29) (8)

10,096 5,964

The allowance for impairment relates to loans and advances classified as stage 1.
For a maturity profile of loans and advances to customers. refer to note 3.

Loans and advances renegotiated

Restructuring activities include external payment arrangements, modification and deferral of payments. Following restructuring, a
previously overdue customer account is reset to @ normal status and managed together with other simitar accounts. Restructuring
policies and practices are based on indicators or criteria which, in the judgement of management. indicate that payment will most
likely continue. These policies are kept under continuous review. Renegotiated loans that would otherwise be past due or impaired

totalted £nil.
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14. Allowances for impairment of loans and advances

Reconciliation of allowance for impairments:

2021 2020
£000 £000
At | January 8 4
Impairment losses 27 4
Repayments and write-offs (6) -
At 31 December 29 8
15. Other Assets
2021 2020
£000 £000
Prepayments and accrued income 113 151
113 151
16. Deferred taxation
The deferred (ax asset comprises:
’ 2021 2020
£000 £000
At | January - 230
Profit and loss account - accelerated capital allowances and other short-term - 8
Profit and loss account - tax losses - (238)
Deferred tax asset at 31 December - -
Deferred tax assets are recognised for tax losses to the extent that the realisation of the related tax benefit through future taxable

profits is probable.
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17. Intangible Assets

Computer
Software Total
£000 £000
Cost
At 1 January 2020 ' 283 283
Additions 446 446
At 31 December 2020 729 729
At 31 December 2021 729 729
AL | January 2020 (6) (6)
Amortisation charge 33 (33)
AL 31 December 2020 (39) (39)
Amortisation charge 4N (49)
At 31 December 2021 (88) (88)
Net book amount
At 31 December 2020 ) 690 690
At 31 December 2021 641 641
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18. Property, Plant and Equipment

Fixtures
and
fittings Total
£000 £000

Cost
Additions 2 2
At 31 December 2020 2 2
At 31 December 2021 2 2
Depreciation charge (1 (1)
At 31 December 2020 (1) (1)
Depreciation charge : &y (N
At 31 December 2021 (2) 2)
Net book amount
At 31 December 2020 I 1
At 31 December 2021 ) - -
19. Amounts due to Parent

2021 2020

£000 £000
Amounts due io Parent 8,874 5,360

© Amounts due 10 parent relate to funding and cash facilities charged at 300bps above the Bank of England base rate.

20. Other liabilities

2021 2020

£000 £000
Amount due to group companies 1,549 1,735
Accruals and deferred income ] . ' 37 11

1,606 1,746

21. Contingent liabilities and commitments

Capital commitments
At 31 December 2021. the Company had capital commitments of £nil in respect of equipment purchases.

Credit commitments

The contractual amounts of the Company’s oft-balance sheet financial instruments that commit it lo extend credit to customers are:

2021 2020
£000 £000
Commiuments to extend credit:
- Original term to maturity of one year or less 2115 155
2,115 155
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22. Share capital

2021 2020
£000 £000
500.00 Ordinary shares of £1 cach ' 500 500
Total ordinary capital 500 500

The Ordinary share capital is fully authorised and comprises £500,000 (2020: £500.000) ordinary shares with a nominal value of

£1 per share.

23. Reserves and retained earnings

2021 2020
£000 £000
Retained earnings (2.630) (1.800)
Capital contribution reserve 2.500 1.000
Total reserves at 31 December (130) (800)

Capital contribution reserve represents additional capital contributions by owners.

24. Cash and cash equivalents

The company is funded by the parent company Arbuthnot Latham and Co.. Limited and operates an inter company revolving facility,
disclosed as cash flows from financing activities. For the purposes of the Statement of Cash Flows, there are no cash and cash

equivalents.

25. Related party transactions

Related parties of the Company include Arbuthnot Banking Group PLC and its subsidiaries, Directors. Key Management Personnel,
close family members of Directors and Key Management Personnel and entities which are controlled. jointly controlled or
significantly influenced, or for which significant voting power is held, by Directors and Key Management Personnel or their close

family members.

2021 2020

Loan from parent £000 £000
Balance at | January 5.360 7,283
Amounts drawn/(repaid) during the vear 3.514 (1,923)
Balance at 31 December ) 8.874 5,360
[nterest expense . 225 246
2021 2020

Amounts paid to parent £000 £000
Amounts recharged from the parent company ‘ 396 418
) 396 418

Intergroup balances ‘ £000 £000
Balances due o the parent company 1.549 © 1,735

The balances due to the parent company represent a recharge account and are non-interest bearing and due within one vear.

There were no to loans made to directors during the year or outstanding at the year end.
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Emoluments for Directors / Key Management Personnel (including pension contributions and benefits in kind) for the

2021 2020

£000 £000

Salary payments 135 268
Social security costs 22 -
Pension contributions 12 25
169 293

Fees were paid to the parent, Arbuthnot Latham & Co., Limited for the services of AA Salmon, JR Cobb, SJ Fietcher and RMJ

Layne.

Remuneration paid to Directors and Key Management includes amounts paid o the highest paid person in respect of:

2021 2020

£000 £000

Salary payments 68 134
Social security costs 11 12
Pension contributions 6 -
‘ 85 146

26. Ultimate controlling party

The Company is a subsidiary of Arbuthnot Latham & Co.. Limited (a company registered in England and Wales), which in turn is
a subsidiary of Arbuthnot Banking Group PLC (also a company registered in England and Wales), which is the ultimate parent
company. Sir Henry Angest, the Group Chairman and CEO, has a beneficial interest in 36.1% of the issued ordinary share capital
of Arbuthnot Banking Group PLC and is regarded by the Directors as the controlling entity. A copy of the consaolidated financial

statements of Arbuthnot Banking Group PLC may be obtained from 7 Wilson Street, London, EC2M 28N.

27. Events after the balance sheet date
There were no significant post balance sheet events to report.

(9%}
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