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HAYDOCK FINANCE LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017

The directors present the strategic repon for the year ended 31 December 2017.

Fair review of the business

During the course of the year, the Group announced that certain investment funds managed by affiliates of
Apollo Global Management, LLC (“Apollo”) have signed an agreement to acquire @ majority sharehalding in
Haydock Finance Holdings Limited, investing alongside the founder and Executive Chairman Jon Wilkinson. The
agreement was subject to customary conditions and closed on 31st January 2018 being a post year-end event.

Given the performance of the asset portfolio, the Group experienced more generous terms throughout 2017,
when increased loan to value and lower cost of borrowing became the norm. All block funding provided to the
Group is at a fixed rate, minimising exposure to movement in the underlying cost of money.

The Company successfully traded throughout the year in conjunction with srster company (Haydock Asset
Finance Limited), both being wholly owned sub3|d1ar|es of Haydock Finance Holdings Limited.

The Company has reported a profit before tax on ordinary ‘activities of £681k compared to £2,582k in 2016 and
£1,663k in 2015. After taxation the retained profit for the year of £535k has been taken to reserves.

The net recervables of the Company at 2017 year end was £78. 5million compared W|th £62.0million in 2016 and
£44 9million in 2015. The net receivables of the Group continued to grow being at £108.4million at the end of
2017 compared with £93.9million at the end of 2016 and £74.4million at the end of 2015.

Net assets of the Company at 31 December 2017 amounted to £11.8million compared with £11.3million in 2016
and £9.2million in 2015. Net assets of the Group at 31 December 2017 amounted to £17.5million compared with
£17.0million in 2016 and £1 3.5mil!_ion in 2015, £12.4million in 2014 and £11.2million in 2013.

Principal risks and uncertamtles

The principal risks and uncertainties faced by the Company remain as liquidity, interest rate, credit and fraud
risk, all of which we continue to try to mitigate.

The Company operates tiered levels of underwriting authority, all mandated by the Board of Directors, in respect
of all new lending. The controls that are in place further require Director approval for individual customer
exposures above certain monetary levels set regularly by the Board. Customer and portfolio exposures are also
regularly reviewed by the Directors.

The Company and the Group manages interest rate exposure through the use of fixed interest rate agreements
with block funders and an element of interest rate caps on bank borrowings. No additional financial instruments
are actively utlllsed as part of the financial risk management. :

Financial instruments - Interest rate risk

The company uses fixed interest rate agreements to manage its exposure to changes in interest rates. Save for
this, the company does not actively use financial instruments as part of its financial risk management It is
exposed to the typical credit risk and cash flow risk associated with the provrslon of finance to customers, and it
manages this through credit control procedures. The nature of its remalmng ﬁnanmal lnstruments means that
they are not exposed to prlce or liquidity risk. -




HAYDOCK FINANCE LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

Key performance mdrcators

Detailed monthly management accounts are prepared and reviewed to monitor actual financial performance
against the budget, which is set annually by the Board.

The key performance indicators with which the Directors regularly monitor the progress include:-

* New lending;

* Net margin after money costs;
¢ Cost/income ratio;

* Bad debt write-offs;

 Average return on receivables.

Due to commercial sensmvuty, and recognising the ultimate privately owned status the Directors are of the
oplnlon that it is not appropriate to disclose further details on these mdlcators

Future developments

The Directors believe the existing strategy for the medium to long term future of the Company remains in
expanding its commercial asset finance business based in Blackburn. The combination of a) creditable sources;
b) sound underwriting of finance transactions that are secured on moveable assets; and c) a commendable
arrears record, is sufficiently robust operation to attract future fundlng support.

In accordance with our forecast for 2018, the Directors are confident that operatlons can be mcreased from the
current level of activity. After having reviewed both financial and commercial projections for the Company, the’
" Directors believe that it has, and_will obtain, adequate resources to continue in operatlonal existence for the ~
foreseeable future

The Company recognises the importance of maintaining good business relationships W|th its suppllers and
remains committed to paying all invoices in accordance with agreed terms '

Given that the future looks extremely encouraging, the Dlrectors expect that the financial results for 2018 will
show a healthy level of profit.

On behalf of the board

MrJ H Wilkinson

Zilahe.




HAYDOCK FINANCE LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 201 7

The directors present their annual report and financial statements for the year ended 31 December 2017_.

Principal actrvrtles

The company's principal business during the year contmued to be the provision of financial services to the
commercial asset finance sector in the Unlted Kingdam. .

' Dlrectors : : :
The drrectors who held office during the year and up to the date of srgnature of the fi nanC|al statements were as
follows: :

Mr J H Wilkinson

Mr S L Worrall

Mr 1 H Barr ' o _

Mr B D Wilkinson _ (Resigned 31 January 2018)

Mrs S J Wilkinson ‘ _(Resigned 31 January 2018)

-Mr P-Fazakerley : . (Resigned 31 March 2017)

Mrl Cor_bett : o (Appointed 31 July 2017 and resngned 15 December 2017)

" Results and dividends
: The results for the year are set out on page 7.

Nc ordinary dividends were paid. The directers db not recommend payment of a final dividend. A

Auditor

The auditor, Garbutt & Elliott Audit lelted is deemed to be reappointed under section 487(2) of the Companles
Act 2006 : ‘

Statement of disclosure to auditor '

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit
information of which the company’s auditor is unaware. Addlttonally, the directors lndlwdually havé taken all the
necessary steps that they ought to have taken as directors in order to make themselves aware of aII reIevant
audlt mformatlon and to establish that the company s auditor is'aware of that information. - : :

On behalf of the board

Mr JH Wlklnson

Dlrector g
A\l
D ate: \q\ ......




HAYDOCK FINANCE LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT.
FOR THE YEAR ENDED 31 DECEMBER 2017 .

The directors are responsible for preparing the annual report and the f nancial statements in accordance wrth
applicable law and regulatlons . v

Company law requires the directors to prepare financial statements for each f nancial year. Under that law the
directors have elected to prepare the financial statements in ‘accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that period. In preparlng
these financial statements the directors are requrred to: .

+ select suitable accountmg pohcles and then apply them consrstently,

* make Judgements and accounting estimates that are reasonable and prudent; ‘ T

+ state whether applicable UK Accountlng Standards have been followed, subject to any materral
departures disclosed and explained in the financial statements;

+ prepare the financial statements on the going concern basis unless it is mapproprlate to presume that
the company will continue in business. :

The directors are responsnble 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 fi nancial position of the
company and enable them to ensure that the fi nancial statements comply with the Companies Act 2006, They
are also responsmle for safeguarding the assets of the company and hence for taklng reasonable steps for the
preventlon and detection of fraud and other |rregularmes




HAYDOCK FINANCE LIMITED

INDEPENDENT AUDITOR'S REPORT .
TO THE MEMBERS OF HAYDOCK FINANCE LIMITED

Opinion

We have audited the financial statements of Haydock Finance Limited (the ‘company’) for the year ended 31
December 2017 which comprise the Statement of Comprehensive Income, the Balance Sheet, the Statement of
Changes in Equity 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 United
Kingdom Accounting Standards, including FRS 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements: ’ .
+ give a true and fair view of the state of the company's affairs as at 31 December 2017 and of its profit for the
year then ended;
* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practrce
and
* have been prepared in accordance with the requirements of the Companies Act 2006.

Basrs for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and appllcable
law. Our 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 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 requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to prowde a basis for our
opinion. o

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the 1ISAs (UK) require -us to
report to you where:
« the directors’ use of the going concern basis of accountlng 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 company’s ability to continue to adopt the going concern basis of accounting
for a period of at least twelve months from the date when the financial statements are authorised for issue.

Other information

The directors are responsible for the other information. The other information comprises the information included
in the annual report, other than the financial statements and our auditor's report thereon. Our opinion on the
financial statements does not cover the other information and, except to the extent othervwse exphcrtly stated in
our 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 or 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 required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a materlal misstatement of thrs other mformatlon we are
required to report that fact. .

We have nothing to report in this regard.

Opinions on other matters prescrlbed by the Companles Act 2006
In our opinion, based on the work undertaken in the course of our audit; ‘ ' :
* the information given in the Strateglc Report and the Directors' Report for the ﬁnancral year for which the
financial statements are prepared is consistent with the fi nancral statements; and
* the Strategic Report and the Directors' Report have been prepared in accordance with applrcable legal
requirements.




HAYDOCK FINANCE LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF HAYDOCK FINANCE LIMITED

Matters on which we are required to report by exception -

In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified material misstatements in the Strategic Report and the Directors' Report.

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

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

« the financial statements are not in agreement with the accounting records and returns; or

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

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

Responsibilities of dlrectors

As explained more fully in the Directors' Responsubllltles Statement, 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 company’s “ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either 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 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 a guarantee that an audit conducted in
accordance with ISAs (UK) will always 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 audlt of the financial statements is located on the Financial
Reporting Council's website at: http://iwww.frc.org. ukfaudltorsrespon5|bllltles This descrlptlon forms part of our
auditor’s report

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

Cute P ot kit oo

Alan Sidebottom (Senior Statutory Auditor)
for and on behalf of Garputt & Elliott Audit Limited

Aoam TO\E

Chartered Accountants

Statutory Auditor Arabesque House
' : Monks Cross Drive
“York
Y032 9GW




HAYDOCK FINANCE LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2017

2017
. Notes £'000
Turnover » : - ’ 3 12,750
Administrative expenses : _ (8,353)
Operating profit ' 4 4397
Interest receivable and similar income 7 - 398
Interest payable and similar expenses 8 (4,114)
Profit before taxation 681
Tax on profit : o 9 . (146)
' Profit for the financial year © ‘ : 535
Total comprehensive income for the yeaf 535

The profit and loss account has been prepared on the basis that all Operations are continuing operations.

2016
£'000

11,431

(6,400) -

5,031

401

(2,850)

$ 2,582

E ‘(‘5' 18)

2,064 |

2,064




HAYDOCK FINANCE LIMITED

BALANCE SHEET

AS AT 31 DECEMBER 2017

Fixed assets
Tangible assets

Current assets

Debtors falling due after more than one.

year

Debtors falling due within one year
Cash at bank and in hand

Credltors amounts falling due wnthln

one year

Net cufrent assets

Total assets less current liabilities

Creditors: amounts falling due after

more than one year

Provisions for liabilities
Netassets

Capital and reserves

Called up share capital -
Share premium account -

Capital redemption reserve

Profit and loss reserves -

Total equity

Notes

10

12

12

14

15

16

19

2017
£'000 £'000
64
51,831
45,806
3,183
100,820
(43,973)
56,847
56,911
(44,991)
- (102)
11,818
2,112
200
1,000
8,506
11,818

2016

82

£000 . £000
42,067
41,248
© 3,288
86,603
(23835)
© 62,768
162,850
(51,407)
(160)
11,283 -
2,112
- 200
1,000
© 7,971

128

The financial statements were approved by the board of directors and authonsed for i issue on Z]/Q“g ......

and are S|gned on its behalf by:.

..............................

Mr JH W|Ik|nson
Dlrector

Company Registration No. 01526882




HAYDOCK FINA,_:NCE LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017

Profit ahd ‘

"lfotal .

Share  Share Capital
capital premium redemption loss
_ account reserve  reserves = .

£000 £'000 £000 - £000 £000 - -
Balance at 1 January 2016 : ‘ 2,112 200 1,000 _5,907 o ..°9,219
Year ended 31 December 2016:
Profit and total comprehensive S o
income for the year - : - - - 2,064 - 2,064
Balance at 31 December 2016 2,112 200 1,000 v 7,97“1 11 1283
Year ended 31 December 2017:

~ Profit and total comprehensive . R

income for thé year ‘ S - - - 535 - 635
Balance at 31 December 2017 ~ 2,112 200 1,000 8,506

11,818




HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

1.1

1.2

Accounting policies

Company information

Haydock Finance Limited is a company limited by shares incorporated in England and Wales. The
registered office is Challenge House, Challenge Way, Greenbank Business Park, Blackburn, BB1 5QB.

Accounting convention
These financial statements have been prepared in accordance with The Financial Reporting Standard
applicable in the UK and Republic of Ireland (FRS 102) and the requirements of the Companies Act 2006.

The financial statements are prepared in sterhng, which is the functional currency of the company
Monetary amounts in these financial statements are rounded to the nearest £1 000

The financial statements have been prepared under the historical cost convention. The prmcupal

“accounting policies adopted are set out below.

On the grounds that the company's results are consolidated into its parent, as disclosed in note 24, the
company has taken advantage of certain exemptions conferred by section 1.11 of FRS 102 as follows:

« Exemption from presenting a statement of cashflows as a primary note to the financial statements,
as otherwise required by section 7 of FRS 102;

« Exemption from disclosing details of its financial instruments;

» Exemption from disclosing key management personnel remuneration.

‘The company has taken advantage of the disclosure exemptions of Section 33.1A of FRS102 which permit

it to not present details of its transactions with members of the group headed by Haydock Finance
Holdings Limited where relevant group companies are all wholly owned. Details of outstanding balances as

at the year end are given in note 12.

Haydock Finance Limited is a wholly owned subsidiary of Haydock Finance Holdings Limited and the
results of Haydock Finance Limited are included in the consolidated financial statements of Haydock
Finance Holdings Limited. The registered office of Haydock Finance Holdings Limited is Challenge House,
Challenge Way, Greenbank Business Park, Blackburn, BB1 5QB.

On 31 January 2018 HD Bidco Limited purchased the majority shareholdrng of Haydock Finance Holdings -
Limited, investing alongsme Mr J H Wilkinson. HD Bidco Limited is a company that is ultlmately controlled
by Apollo Global Management, LLC. Apollo Global Management, LLCs registered office is 9 West 57th
Street, 43rd Floor, New York, NY 10019, United States.

Going concern :

At the time of approving the financial statements, the directors have a reasonable expectatron that the
company has adequate resources to continue in operatlonal existence for the foreseeable future. Thus
they continue to adopt the going concern basrs of accounting in preparmg the financial statements.

-10 -



HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1

1.3

1.4

1.5

Accounting policies (Continued)

Turnover o
Finance leases and instalment credit agreements

Income from assets leased to customers and from instalment credit agreements is determined by -
spreading interest and charges over the period of repayment in proportion to the net cash investment.
Amounts due from customers under finance leases and instalment credit agreements are included in

- debtors.

Loans and similar.advances

Interest earnings from loans and S|m|Iar .advances made to customers are recognised on an accruals
basis. -

Other income

Fees and commission income are recognlsed on an accruals basis and are stated net of VAT where
applicable.

Tanglble fixed assets

Tangible fixed assets are initially measured at cost and subsequently measured at cost or valuatlon net of
depreciation and any impairment losses.

DepreC|at|on is prowded at rates calculated to write off the cost less estlmated residual value of each asset
over its expected useful life, as follows:

Fixtures, fittings and equipment ) 25% - 33% Straight line

The gain or loss arising on the disposal of an asset is determined as the difference between the sale
proceeds and the carrying value of the asset, and is credited or charged to profit or loss.

Impalrment of fixed assets

At each reporting period end date, the company reviews the carrying amounts of its tanglble assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset,
the company estimates the recoverable amount of the cash-generatlng unit to which the asset belongs

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessmg value in
use, the estimated future 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 for
which the estlmates of future cash flows have not beén adjusted. . v

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash- -generating unit) is reduced to its recoverable amolnt.
An impairment loss is recognised |mmed|ate|y in the profit and loss account, unless the relevant asset is
carned at a revalued amount in which case the impairment loss is treated as a revaluation decrease

Recognised impairment losses are reversed if, and only if, the reasons for: the lmpalrment loss have .
ceased to apply. Where an impairment loss subsequently feverses, the carrying amount of the asset (or
cash-generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined had no -
|mpa|rment loss been recognlsed for the asset (or cash-generating unit) prior years. A‘reversal of an
impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

-11-



HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1.6

1.7

Accounting policies v (Continued)

Cash at bank and in hand :

Cash at bank and in hand are basic fnancnal assets and include cash in hand, deposits held at call with
banks, other short-term liquid investments with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within borrowings in current liabilities.

Financial instruments

The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments and Sectlon
12 ‘Other Financial [nstruments’ of FRS 102 to all of its financial mstruments

Financial mstruments are recognised in the company s balance sheet when the company becomes party to
the contractual provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the fi nancial statements, when
there is a legally enforceable right to set off the recognlsed amounts and there is an mtentlon to settle on a
net basis or to realise the asset and settle the liability smultaneously

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances are 'initially measured at
transaction price lnclud.lng transaction costs and are subsequently carried at amortised cost using the
effective interest method unless the arrangement constitutes a financing transaction, where the transaction
is measured at the present value of the future receipts discounted at a market rate of interest. Financial
assets classified as receivable within one year are not amortised. .

Other financial assets

Other financial assets, including investments in equity instruments which are not subsndlanes associates

or joint ventures, are initially measured at fair value, which is normally the transaction price. Such assets

are subsequently carried at fair value and the changes in fair value are recognised in profit or loss, except

that investments in equity instruments that are not publicly traded and whose fair values cannot be
measured reliably are measured at cost less impairment.

Trade debtors, loans and other receivables that have fixed or determinable payments that are not quoted in
an active market are classified as 'loans and receivables'. Loans and receivables are measured at
amortised cost using the effective interest method, less any impairment.

Interest is recognised by applying the effective interest rate, except for short-term receivables when the
recognition of interest would be immaterial. The effective interest method is a method of calculating the
amortised cost of a debt instrument and of allocating the interest income over the relevant period. The
effective interest rate is the rate that exactly discounts eéstimated future cash receipts through the expected
life of the debt instrument to the net carrying amount on initial recognition. '

_12-



HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1 Accounting policies ' (Continued)

Impairment of financial assets

Financial assets, other than those held at fair value through profit and loss, are assessed for mdlcators of
lmparrment at each reporting end date

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been
affected. If an asset is impaired, the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows discounted at the asset's ongrnal effective interest rate. The

impairment loss is recognised in profit or loss. : ’

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been, had the impairment not previously been recognised.
The impairment reversal is recognised in profit or loss. See also accounting policy 1.13, Bad and doubtful
debts. .

Derecognition. of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset explre
or are settled, or when the company transfers the financial asset and substantially all the risks and rewards
of ownership to another entity, or if some significant risks and rewards of ownership are retained but
control of the asset has transferred to another party that is .able to sell the asset in its entirety to an
unrelated third party. .

Classification of financial liabilities :

Financial liabilities and equity instruments are classrf ed according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest i in the ‘
assets of the company after deducting all of its liabilities. -

Basic financial liabilities _ : _ A
Basic financial liabilities, including creditors, bank loans, loans from fellow group companies and
preference shares that are classified as debt, are initially recognised at transaction price unless the
arrangement constitutes a financing transaction, where the debt instrument is measured at the present
value of the future payments discounted at a market rate of interest. Financial liabilities classrf ed as
payable within one year are not amortrsed

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligationis to pay for goods or services that have been acquired in the ordinary course
of business from suppliers. Amounts payable are classified as current liabilities if payment is due within
one year or less. If not, they are presented as non-current liabilities. Trade credrtors are recognised initially
at transaction price and subsequently measured at amortised cost usmg the effectrve rnterest method

Other financial liabilities : '
Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basrc f nancral'
instruments. Derivatives are mrtrally recognised at fair value on the date a derivative contract is- entered :
into and are subsequently re-measured at their fair value. Changes in the fair value of derivatives are
recognised in profit or loss in finance costs or ﬁnance income as approprlate unless hedge accountlng is.
applred and the hedge is a cash flow hedge .

Debt instruments that do riot meet the conditions in FRS 102 paragraph 11.9 are subsequently measured .
at fair value through profit or loss. Debt instruments may be designated as being measured at fair value
though profit or loss to eliminate or reduce an accounting mismatch or if the instruments are measured and
their performance ‘evaluated on a farr value basis in accordance with a documented risk management or
investment strategy.

-13-



HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1.8

1.9

1.10

1.1

Accounting policies ' (Continued)

vFinancial liabilities and equity instruments are classified eccording to the substance of the contractual

arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the company after deducting all of its liabilities.

Dereeognition of financial liabilities

‘Financial liabilities are derecognised when the company’s contractual obligations expire or are dlscharged

or cancelled.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds recerved net of direct issue costs.
Dividends payable on equity instruments are recognised as liabilities once they are no Ionger at the
discretion of the company.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the profit and loss account because it excludes items of income or expense that are taxable or

“deductible in other years and it further excludes items that are never taxable or deductible. The company’s

liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the
reporting end date.

Deferred tax .

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are
recognised to the extent that it is probable that they will be recovered against the reversal of deferred tax
liabilities or other future taxable profits. Such assets and liabilities are not recognrsed if the timing
difference arises from goodwill or from the initial recognition of other assets and liabilities in a transaction
that affec_:ts neither the tax proﬂt nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered. Deferred tax is calculated at the tax rates that are expected to apply in the period
when the liability is settled or the asset is realised. Deferred tax is charged or credited in the profit and loss
account, except when it relates to items charged or credited directly to equity, in which case the deferred
tax is also dealt with in equity. Deferred tax assets and liabilities are offset when the company has a legally
enforceable right to offset current tax assets and liabilities and the deferred tax assets and liabilities relate
to taxes levied by the same tax authority.

Employee benefits

The costs of short-term employee benefits are recognised as a |labl|lty and an expense, unless those costs
are requlred to be recogmsed as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee S servnces
are received. .

Termination benefits are recognised |mmed|ately as an expense when the company is demonstrably
committed to terminate the employment of an employee or to provide termination benefits.

Retirement benefits
Payments to defined contribution retlrement benefit schemes are charged as an expense as they fall due.

-14-



HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1

1.12

1.13

1.14

Accounting policies o (Continued)

Leases : '

Rentals payable ‘under operating leases, including any lease incentives received, are charged to income
on a straight line basis over the term of the relevant lease except where another more systematic basis is
more representative of the time pattern in which economic benefits from the lease asset are consumed.

Amounts due from lessees under finance leases are recognised as receivables at the amount of the
company’s net investment in the leases. Finance lease income is allocated to accounting periods so as to
reflect a constant periodic rate of return on the company’s net investment outstanding in respect of leases.

Bad and doubtful debts

Impairment provisions are made for specific finance lease, instalment credit receivables and loans which
are considered to be bad or doubtful. Impairment provisions made during the year are charged to the profit
and loss account, net of‘recoveries.

Finance lease, instalment credit and loan receivables are all stated in the balance sheet, after deduction

-for specific impairment provisions.

Deferred commissions

Time-apportionable commission that is paid to third-party introducers is allocated to accounting periods by
spreading the cost in proportion to the net cash investment of the related finance receivable.

Judgements and key sources of estimation uncertainty

In the application of the company’s accounting policies, the directors are required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent
from other sources. Thé estimates and associated assumptions are based on historical experience and
other factors that are cohsidered to be relevant. Actual results may differ from these estimates.

The estimates and underlymg assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised where the revision affects only that
period, or in the period of the revision and future periods where the revision affects both current and future
periods.

Key sources of estimation uncertainty

The estimates and assumptions which have é significant risk of causmg a material adjustment to the

carrying amount of assets and liabilities are as follows.

Bad debt provision

The Company includes a specific bad debt provision within its financial statements to cover potential future
losses arising from finance lease receivables. Management calculate and review this provision regularly,
basing the provision on missed or late payments, and the judgement of management, having regard to
potential recoveries from enforcement actions. The value of the bad debt provisions is disclosed in note 11.
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

3 Turnover and other revenue

An analysis of the combany's turnover is as follows: o ~
S S - 2017 2016

o : . £'000 £000 -
Turnove; ajnaiys‘ed by class of business ) . R L
Interest earnings ' _ 8,031 7,170
Other finance related income 2,921 2,760
Commissions - . } S . 798 - 1,501

12750 11,431
2017 - 2016
) L £000 £'000
Other significant revenue . - .
Interest income ' | . 398 - 401
2017 2016
£'000 £'000
Turnover analysed by geographical market L 5 _
Unﬂedlﬂngdom c . - 12,750 "'ﬁ1h431"
4 Operating profit oo
. o o _ 2017 - 2016
Operating proﬂt for the year.is stated after charging: : £'000 £'000
Deprematlon of owned tanglble fixed assets 35 - 34
Operatlng Iease charges - 85. 85
5  Auditor's remunerafion ) . _—
L _ 2017 2016
Fees payable to the company's auditor and associates: ’ £'000 S £'000
For audit services . . o A
Audit of 1he financial statements of the company ’ 15 . 16
For other sefvices S
Taxation compllance sefvices 6 . 6
Al other non- audnt serwces 3 3
9 .9
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

6 Employees

The avérage monthly number of persons (including directors) employed by the compény dﬁring the year‘v ,

~was! :
2017 2016
Number “Number
Directors . 8 .. 6
Sales and administration 39 39
45 45
Their aggregate remuneration comprised: . :
. ' 2017 2016
£'000 £'000
Wages and salaries 2,440 . 2,652
Social security costs 1242 252
Pension costs : _ 121 127
2,803 3,031
7 Interest receivable and similar income
2017 2016
£'000 £'000
Interest income ) ‘
Interest on bank deposits 1 3
interest receivable from group companies ' 397 - 398
398 401
8 lhterest‘payable and similar expenses o :
T 2017 ~ 2016
‘ £'000 £'000
Interest on financial liabilities measured at amortised cost: ’
Interest on other loans ) 4,114 2,850 -
‘4,114 2,850 .

The rights to the interest due on the preference shares was waived in the year as it was in the prior year.

9  Taxation . -
’ 2017 2016

£'000 - £'000
Current tax o ] N . o
UK corpQration tax on profits for the current period - - 340 , 519
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

9 " Taxation

Deferred tax )
Origination.and reversal of timing differences

Total tax charge

(Continued)
(194) 1)
146 518

‘The actual charge for the year can be reconciled to the expected charge for the year based on the profit or

Jloss and the standard rate of tax as follows:

Profit befo_re taxation

Expected tax charge based on the standard rate of corporation tax in the UK

of 19.25% (2016: 20.00%)

Tax effect of expenses that are not deductible in determlnlng taxable profit
Effect of change in corporation tax rate

Other * :

Taxation charge for the year

10 Tangible fixed assets

Cost

At 1 January 2017

Additions

At 31 December 2017
Depreciation and impairment
At 1 January 2017

Depreciation charged in the year

At 31 December 2017

Carryihg amount
At 31 Dec_ember 2017

At 31 December 2016

2017 2016
£000 £'000
681 2,582
131 516

s 2

37 . -
(28) -

. 146 518

Fixtures, fittings and
equipment
£'000

962
17

979

© 880
35

915

64

8

N

,”,
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2017

1

Finance lease and loan receivables

Finance lease receivables

Gross amounts receivable under finance leases:
Within one year

In one to five years

Unearned finance income
Present value of minimum lease payments receivable
The present value is receivable as follows:

Within one year
In one to five years

2017
£'000

34,393
60,093

94,486
(16,007)

78,479

" 2016
~£000

26,806
48,363

175,169
(13,172)

61,997

22,109
39,888

61,997

At the year end the company had made specific provisions against the finance lease present val‘ue of
minimum lease payments receivable to the value of £3,194,000 (2016 - £1,320,000).

Loan receivables _
Gross amounts receivable under loans:

‘Within one year

In one to five years

Unearned finance income
Present value of minimum loan payments receivable

The present value is receivable as follows:
Within one year

‘In one tofive years

At the ~yéar end the company had made spec_:iﬁc provisions against the
repaymehts of loan receivables to the value of £115,000 (2016 - £117,000).

506
697

1,203
(155)

1,048

1,048

present value

581
1,113

1,694
(248)

1,446

1,446

of minimum -
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

12 Debto'ljs '
Amounts falling due within one year:
Amount due from parent undertaking
Amounts due from fellow group undertakings
Finance leases receivable (note 11)
Loans receivable (note 11)

Other debtors
Prepayments and accrued income .

Deferred tax asset (note 17)

Amoun_t'_svfalling' due after one year:
Finandé "I,éases receivable (note 11)

Loans receivable (note 11)
Prepayments and accrued income

Total debtors

Trade déb_tors disclosed above are measured at amortised cost.

13 Loans and overdrafts

Redeemable preference shares
Block discount finance agreements
Directors' loans

Other loans

Payable Within one year
Payable after one year

2017
£000

12,074
1,192
28,566
449
323
2,764

-45,368

45,806

49,913

1,319

51,831

97,637

2016

£000

13,020
2,909
22,109
493

2,415

40,946

302

41248

39,888

1,226

42,067

83,315
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

13 Loans and overdraf'ts , ) ' : (Continued)

The company is party to a cross-company guarantee in respect of borrowmgs from The Royal Bank of
Scotland, as disclosed in note 21, :

In the opinion of the directors, it is not in the mterest of the shareholders that distributable reserves should
be used to redeem any preference shares at any time within 12 months of the balance sheet date.
Accordingly, they have been included within creditors due after one year. The Preference shares comprise -
£6,000,000 ‘A" Preference shares and £9,000,000 ‘C' Redeemable preference shares, the rights of which .
are more fully dlsclosed in note 19.

Block discount finance agreements of £68,163,000 (2016 - £54,504,000), of which £28,779, 000 (2016 -

£32,717,000) is due after one year and £39,384,000 (2016 - £21,787,000) is due wrthln one year are
secured by the way of fixed charges over the underlying finance agreements.

14  Creditors: amounts falling due within one year

2017 - 2016
Notes ’ £'000 - - £'000
- Block discount finance agreements ' 13 39,384 ' 21,787 :
Directors' loans . : , ' 140 -
Otherloans ' ’ 1,174 R
Trade creditors o 75 . 82
* Corporation tax payable =~ - ‘ - - 93 519
Other taxation and social security 259 - . ¢ 347
Accruals and deferred income ‘ o 2,848 . 1,100
43973 23,835
15 Creditors: amounts falling due after more than one year L
' 2017 . 2016 -
£'000 : £000
Redeemable preference shares 13 15,000 .. 15,000 .
Block discount finance agreements 13 28,779 . 32,717
Directors' Ioans T : ' 13 ' = - - 698"
Other loans S 13 _ - 1,201
Other creditors ’ 1,212 1,791
| 44991 - 51407
16  Provisions for liabilities
: 2017 _ 2016
Notes £'000 . £'000
Deferred tax liabilties - 17 102 - 160
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

17  Deferred taxation

18

The following are the major deferred tax liabilities and assets recogniéed by the company and movements
thereon: '

Liabilities Liabilities Assets - . Assets

. 2017 2016 2017 2016

Balances: _ £'000 £'000 £'000 £'000
Leased assets o A 102 160 - o -
Other timing differences . ' - _ - 438 302
102 160 438 302

o o - 2017

Movements in the year: . - -~ £'000
Liabilityi(Asset) at 1 January 2017 v S (142)
. Credit to profit or loss : : © (157)
Effect of change in tax rate - profit or loss ' : (37)
Liability/(Asset) at 31 December 2017 ’ _ ~ (336)

Deferred tax assets and iiab_ilities are offset where the company has a legally enforceable fight to do so.

Retiremenf_benefit schemes :
' 2017 2016

Defined co.htribution schemes | £000 "~ £'000
Charge to profit or loss in respect of defined contribution schemes S 21 . 127

The com.pa’ny'o'perates a defined contribution pension scheme for all qualifying employees. The‘ass’,ets of
the scheme are held separately from those of the company in an independently administered fund.
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HAYDOCK FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

19 Share capital

20

2017 2016

£'000 £'000
Ordinary share capital
Issued and fully paid : : . .
2,112,000 Ordinary shares of £1 each 2,112 2,112

Details of the non-equity share capital included within creditors due after more than one year are as
follows:- v

‘A’ Preference shares
The 6,000,000 'A' Preference shares of £1 each carry no voting rights and carry a 5% per annum

cumulative dividend (charged as interest). On a winding up, they are repayable at par and rank behlnd the
'C' Redeemable Preference shares but ahead of the other classes of shares.

c Redeemable preference shares

The 9,000,000 'C' Redeemable preference shares of £1 each carry no voting rights and carry a 5% per
annum cumulative dividend (charged as interest). These shares have been available to redeem at par
since 28 February 2006. In the opinion of the directors, it is not in the interest of the shareholder that
distributable reserves should be used to redeem any of these preference shares at any time within 12
months of the balance sheet date. Accordingly, they have been included within creditors due after one
year. Dividends (charged as interest) will continue to be paid on the shares until such future date when the
shares are redeemed. On a winding up, they are repayable at par and rank ahead of the other classes of
shares.

Operating lease commitments

" Lessee

At the reporting end date the company had outstanding commitments for future minimum lease payments
under non-cancellable operating leases, which fall due as follows:

2017 2016
£000 £'000
Within one year =~ - 85 .. 85
Between two and five years 340 340
In over five years : ‘ 1,480 1,565
1905 - 1,990

The above rentals are inA‘respect of Challenge House for the period to May 2040.
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21

22

23

Financial commitments, guarantees and contingent liabilities

The company is subject to a cross-company guarantee in respect of borrowings of the group from The
Royal Bank of Scotland. Group borrowings from The Royal Bank of Scotland at the year end amounted to
£26.8m (2016 - £27.2m).

As at the date of approval_of the financial statements, no default has occurred which would trigger the
above liability, nor is one anticipated. As such, the directors consider that the fair value of this obligation is

£nil, and as such there is no recognition for a liability on the balance sheet. Furthermore on the 31 January
2018 this loan was fully repaid and hence no future liability can occur.

Related party transactions

Transactions with related parties

‘The company has taken advantage of the exemption in FRS 102 section 33.1A from the requirement to

disclose transactions with group companies on the grounds that consolldated fi nanc:al statements are
prepared by the ultimate parent company.

Included w1th|n creditors falling due less than one year are loans totalling £1,174, 000 from three family
members of Mr J H Wilkinson, a director. These had a value of £1,201,000 in 2016 and were held within
creditors due after more than one year. These are to be repaid in 2018 following the sale of the company.

The loans charge interest at a rate of 5% and aggregate interest charged in the year amounted to £40,110
(2016 - £40,110).

Directors’ transactions

Advahc_:es have been granted to the company by its directors as follows:

Description % Opening Amounts Interest Amounts Closing
Rate Balance Advanced Charged Repaid Balance

‘ £000 £'000 £'000 £'000 . £'000

Mr J H Wilkinson - 698 - - (558) 140
698 ; - (558) 140

The above advance has been included within Creditors: amounts falling due within one yéar (p_ﬁor year:
Creditors: amounts falling due after more than one year). The balance has no fixed date of repayment.
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24

25

Controlling party

The company is a wholly'owned subsidiary of Haydock Finance Holdings Limited, a. company registered'in
England and Wales, which was the immediate and ultimate parent undertaking and was ultlmately
controlled by Mr J H Wilkinson.

The financial statements of the company are consolidated in the financial statements of Haydock Finance
Holdings Limited. Copies of the group financial statements are available from Haydock Finance Holdings
Limited with registered office Challenge House, Challenge Way, Greenbank Business Park, Blackburn, BB1
5QB. Haydock Finance Holdings Limited is the smallest and largest group into which Haydock Finance
Limited is consolidated.

On 31 January 2018, HD Bidco Limited purchased the majority shareholding of Haydock Finance Holdings
Limited, investing alongside Mr J H Wilkinson. HD Bidco Limited is a company that is uItimater controlled
by Apollo Global Management, LLC. Apollo Global Management LLC's registered office is 9 West 57th .
Street, 43rd Floor, New York, NY 10019, United States.

Directors' remuneration

2017 2016

£'000 - £'000

Remuneration for qualifying services . 857 948
Company pension contributions to defined contribution schemes 75 94
932 .- 1,042

The number of directors for whom retirement benefits are accruing under defined contribution schemes
amounted to 6 (2016 - 6).

Remuneration disclosed above include the following amounts paid to the highest paid director:

£'000 £'000
Remuneration for qualifying services - , ‘205 203
Company pension contributions to defined contribution schemes 14 14

The company's key management persdnnel are considered to be the directors only.
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