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ASSETZ SME CAPITAL UMITED (REGISTERED NUMBER: 08007237)

STRATEGIC REPORT
far the Yeor Ended 315t March 2018

The directors present their Strategic Report for Assetz SME Capital Limfted ("the Company®) for the year ended 31
March 2019.

Review of the business
Assetz SME Capital Ltd Is an FCA regulated, marketplace Jending platform for proparty secured UK business lending.

We originate commerdal mortgages, buy-to-Jet loans, bridging foans and property development fadlitles which are
funded by a combination of retall, corporate and institutional investors via our proprietary marketplace technology.
Our aim is to provide a stable, secure assat class for ali iInvestors who engage with our platform and to address &

funding gap in under-served UK SME Lending segments,
The Company’s revenues arise principslly from fee Income charged to borrowers for both faciiitating and then servicing

their loans.

The Company has invested significantly In developing its proprietary marketplace technalogy which atlows lnvestors to
quickly invest in loans matching thelr chosen eriteria and achleve diversification ecross portfolios and aid Uquidity if
neaded,

in addition, the Company has credit knowledge and experience at its core having invested In people with extensive UK
SME banking experience to sflow us to facilitate sustainable londing opportunities for investors.

Developments and performance during tha year
in the ymar to 31 March 2019 the Company has been focused on continuing to grow #s highly skilled team of

relationship directors who identify and structure lending oppertunities. Loan origination grew to £2956m in FY18, from

£236m in FY18.
The Company lnvested in additional haadeount in sl aress of the business to support this increase In loan origination,

with average headeount increasing from 78 in FY3s to 98 in FY19.
As a resuit of growth in loan origination the outstanding capital baiances of loans originstad increased fram £247m at

31 March 2018 to £386m at 31 March 2019.
in October 2018 Chris Mackiin joined the Company as Chief Rick Officer and was appointed to the board of directors

shortly thereafter.
The directors monitor the progress of the Company by reference to the following KPis:

019 2018

£'m £'m
Outstanding Loan Book at period end 386 247
Loans Originated 296 236
Revenue 17 14
EBITDA pre exceptionals 19 2.2
Operating {Loss)/Profit (0.7} 15
Average Headcount 98 78

Principal risks and uncertainties
As custodien of loans originated for other investors, the Company has significant resources dedicated to assessing and

managing the risk that borrowers may defsult on thelr loans.
in additian to credit risk, the Company manages other risks, including:

Uquidity Risk
The risk that the Company will not be abie to meet its financial obligations as they fall due. This )s managed by

ensuring that there #5 always sufficlent ligukiity to meet Wabliities when due both under normal and stressed
conditions. The directors monitor the Rquidity position an an ongolng basls.
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" ASSETZ SME CAPITAL LIMITED (REGISTERED NUMBER: 08007287)

STRATEGIC REPORT
for the Year Ended 31ist March 2019

Market risk
The Company's business is the fadiitation of property secured UK SME lending and the directors are aware that a

general and persistent weakening of the UK econamy and, in particular, property values, may impact on investor
appetite for property secured loans.  The Company has sought to mitigate these risks by increasing its range of loan
funding sources Induding Institutional investors and also by maintaining a modest level of Loan to Value across the

loan book.

Operstional risk
The Company maintains robust operational systems and controls through its investment In people and technology. A

risk committee reports regularly to the directors, and the Company continues Its development of a strong risk and
compliance function3

Capltal Management

The Company's ohijective when managing capital is to safaguard its abllity to continue as a golng concem (referred to In
liquidity risk above} and to meet the FCA regulatory capital requirement. Financial performance is regufarly reviewed
by various committees within the business, foausing on the amount of regulatory and working capitel needed. This s
espedally Important as the business continues to expand. The process indudes the monitoring of FCA returns as well
as the annual budget and forecast process from which the cashfiow and caphtal assessments and projections are made.

Future developmants
in May 2019 the Company launched a third crowd-funding round on the Seedrs platform which was 190% over-funded

at ciose, ralsing c£1.9m.

ON BEHALF OF THE BOARD:

Director 2

™ Wardrop -

Dote: ...?f..‘r,/} AL I—
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ASSETZ SME CAPITAL LIMITED [REGISTERED NUMBER: 08007287}

R_EPOR‘I' OF THE DIRECTORS
for the Year Ended 315t March 2019

The directors present their report with the finandi2) statements of the company for the year ended 31st March 2019,

DIVIDENDS
No dividends will be distributed for the year ended 315t March 2019,

FUTURE DEVELOPMENTS
Detalls regarding future developments are incuded in the strategic report.

DIRECTORS
The directors shown below have held office during the whole of the period from 1st April 2012 to the date of this

raport.

SAlLaw

D M Penston
C R Mellish

M Wardrop
A FSheppard

Other changes in directars halding office are as foliows:

A D ! Holgate - resigned 22nd August 2018
€ Macklin - sppointed 19th October 2018

R A Pailin ceased to be a director after 31st March 2019 but prior to the date of this report.

OTHER ACTIVITY
The principal activity of the company is that of a peer to peer lender. The main focus Is secured business and property

lending. In the past It has carried out some non-property backed lending but this activity has been discontinued. That
part of the portfolio, ariginating from the early years of trading, has experienced a number of defaults and Is now being
actively managed to achieve the best results for the third party lenders who funded those loans, Assetz SME Capital
Limited do not jend their own capital. The Directors are seeking to conclude matters such that there Is no material

impact on the company.

STATEMENT OF DIRECTORS' RESPONSIBILITIES
The directors are responsible for preparing the Strateglc Report, the Report of the Directors and the financial

statements in accordence with applicable law and regulations.

Company law requires the directars to prepare financiel statements for each financial year. Under that law the
directors have elected to prepare the financial statements In accordance with United Kingdom Generally Accepted
Accounting Practice {United Kingdom Accounting Standerds ard applicable law). Under compony law the directors
must not approve the financlal statements unlgss they are satisfied that they give a tue and fair view of the state of
affairs 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:

- select suitable accounting polides and then apply them conskstently;
«  make judgements and accounting estimates that are reasonable and prudent;
prepare the financial statements on the going concern basls unless It Is Inappropriate to presume that the company

will continue In business.
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ASSETZ SME CAPITAL LIMITED (REGISTERED NUMBER: 08007287)

REPORT OF THE DIRECTORS
for the Year Ended 315t March 2019

STATEMENT OF DIRECTORS' RESPONSIBILITIES - continued

‘The directors are responsible for keeping adequate accounting records that are suffident to show and explaln the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the cotmpany and
enable them to ensure that the financial statements comply with the Companies Act 20065, They are also responsible
for safeguarding the asssts of the company and hence for taking reasonabie steps for the prevention and detection of

fraud and other lrregularities.

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

So for as the directors are awars, there Is no relevant audit information (as defined by Saction 418 of the Companles
Act 2006) of which the company's suditors are ungware, and each director has taken all the steps that he ought to
have taken as a director In order to make himself aware of any relevant audit information and to establish that the

company's auditors are sware of that information.

AUDITORS
Kay Johnson Gee Limited acquired the audit practice of Kay Johnson Gee LLP and has been appointed as auditor In

succession. in accordance with section 485 of the Companies Act 2006, Kay Johnson Gee Limited will be proposed for
reappointment.”

ON BEHALF OF THE BOARD:

M Wardrop - Director

Date: ... Y[/ "-7’,/"’"
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF
ASSETZ SME CAPITAL LMITED

Opninlon
We have sudited the finandal statements of Assetz SME Capital Limited {the ‘company’) for the year endad

31st March 2012 which comprise the Income Statement, Other Comprehensive Income, Statement of Finandal
Position, Statement of Changes in Equity and Notes to the Financial Statements, including a summary of significant
accounting policiés. The financlal reporting framework that has been applied in their preparation Is applicable law and
Untted Kingdom Accounting Standards, induding Financial Reporting Standard 101 'Reduced Disclosure Framework'

(United Kingdom Generally Accepted Accounting Practice).

in our opinlon the financial statements:
- give a true and falr view of the state of the company’s affairs as at 31st March 2019 and of its loss for the year then

ended;
- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
- have been prepared in accordance with the reguirements of the Companies Act 2006.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing [UK] {ISAs {UK}] and applicable law.

Our responsibilities under those standards are further described in the Auditors’ responsibllities for the audit of the
finandial statements section of cur 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 responsibifittes In accordance with these requirements. We believe that the
audit evidence we have obtained Is sufficlent and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to raport to

you where:
the directors’ use of the going concern basis of accounting In the preparation of the financial statements is not

appropriate; or

the directors have not disclosed In the financial statements any identified material uncertalnties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basks of accounting for a
period of at least twelve months from the date when the finandal statements are authorised for issue.

Other information
The directors are responsible for the other information. The other information comprises the information in the

Strategic Report and the Report of the Directors, but does nat include the financial statements and cur Report of the
Auditors thereon.

Qur apinion on the financial statements does nat cover the ather Information and, excapt to the extent otherwise
explicitly stated in our report, we do not express any form of assurarice conclusion thereon,

In connectlon with our audit of the finandal statements, our responsibllity ks to read the other information and, In
doing so, consider whether the other information Is matentally Inconsistent with the financial statements or our
knowledge obtained In the audit or otherwise appears to be materially misstated. If we identify such materdal
inconsistendies or apparent material misstatements, we are required to determine whether thefe is a material
misstatement In the financial statements or a material misstatement of the other information. i, based on the work
we have performed, we conciude that there is a materisl misstatement of this other Information, we are requived to

report that fact. We have nothing to report in this regard,

Opinlons on other matters prescribed by the Companies Act 2006
in our opinion, based on the work undertaken in the course of the audit:
- the information given in the Strategic Report and the Report of the Directors for the financial year for whl:h the

financial statements are prepared is consistent with the financial statements; and
- the Strateglc Report and the Report of the Directors have been prepared In accordance with applicable legal

requirements.
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF
ASSETZ SME CAPITAL LIMITED

Mattars on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained i the course of the

audlt, we have not identified material misstatements in the Strategic Report or the Report of the Directars.

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 recelved from

branches not visited by us; or
- the flnandal statements are not in agreament with the accounting records and retumns; ot
- ecertain disdosures of directors’ remuneration specified by law are not made; or
- we have not received alf the information and explanations we require for our audit.

Responsibifities of directors
As explained more fully in the Statement of Directors’ Responsibilities set out on pages four and five, the directors are

resporsible for the preparation of the financial statements and for being satisfled that they give a true and falr view,
and for such internal control as the directors determine 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 responsibie for assessing the company's ability to continue as &
golng concern, disclosing, as applicable, matters related to going concern and using the going concern basks of
accounting unless the directors either intend to liquidate the company or to rease operations, or have no realistic

alternative but to do 50.

Auditors' responsibitities for the audft of the financial statements
Our objectives are to obtaln reasonable assurance about whether the financial statements as a2 whole are free from

materlal misstatement, whether due to fraud or erTor, and to lssue a Report of the Auditors that includes our opinion.
Reasonable assurance Is a high level of assurance, but Is not a guarantee that an audlt conducted in accordance with
1SAs {UK) will always detect a material misstatement when it exists. Misstatements cen arise from fraud or error and
are considered material if, individually or In the sggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financlal statements.

A further description of our responsibilities for the zudit of the financial statements Is located on the Financlal
Reporting Council's website at www frc.org.uk/auditorsresponsibiiities. This description forms part of our Report of the

Auditors.

Use of our report
This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the

Companles Act 2006. Our audit work has been undertaken 50 that we might state to the company's members those
tmatters we are required to state to them in a Report of the Auditors and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume respansibiiity to anyone other than the company and the company's
members a5 a body, for cur audit work, for this report, or for the opinions we have formed.

¥
Roger Blaskey {Sehior Statutory Auditor)

for and on behalf of KAY JOHNSON GEE LIMITED
CHARTERED ACCOUNTANTS AND STATUTORY AUDITORS
1 City Road East

Manchester

M1S 4PN
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ASSETZ SME CAPITAL UMITED (REGISTERED NUMBER: 08007287)

INCOME STATEMENT
for the Year Ended 31st March 2019

TURNOVER
Cost of sales

GROSS PROFIT
Administrative expenses

Other operating Income
OPERATING [LOSS)/PROFIT

interest recelvable and similar income

interest payable sand simitar expenses
(LOSS)/PROFT IEPOIE TAXATION

Tax on (loss)/profit

{LOSSL/PROFIT FOR THE FINANCIAL YEAR

The notes form part of these financial statements

5,607,918

11,203,197

11,970,283

(677,088}
520

(676,566)

(862,130)

204,139

{2,532}

(863,737)

14,767

1,563,480
13,329

1,576,809

94,281

(206,197)

1,688,725
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" ASSETZ SME CAPITAL UMITED {REGISTERED NUMBER: 08007287)

OTHER COMPREHENSIVE INCOME
for the Year Ended 31st March 2019
2018

Notes £
{LOSS)/PROFIT FOR THE YEAR (863,737}
OTHER COMPREHENSIVE INOOME
TOTAL COMPREHENSNE INCOME FOR THE :
YEAR (863,737)

The notes form part of these financial statements
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ASSETZ SME CAPITAL LIMITED {REGISTERED NUMBER: 08007287}
STATEMENT OF FINANCIAL POSITION

31st March 2019
2019 2018
Notes £ £ £ £
FIXFED ASSETS
intangible assets 3 1,443,428 1,027,617
Tangible nssets 9 342,902 429,056
1,786,330 1,456,673
CURRENT ASSETS
Debtars 10 3,233,450 3,829,009
Cash at bank . 707,033 602,373
3,000,493 4,431,382
CREDITORS
Arnounts falling due within one year 11 2,808,911 2,052,406
NEV CURRENT ASSETS 1,131,582 2,378,976
TOTAL ASSETS LESS CURRENT LABILITIES ) 2,917,112 3,835,649
CREDITORS
Amounts falling due after mora than one
year n i28,907 182,907
NET ASSETS 2,789,005 3,652,742
3 e
CAPITAL AND RESFRVES
Called up share capital 15 120 120
Share premium 16 5,312,923 6,312,923
Retained earnings 16 (3,524,038} (2,650,301)
SHAREHOLDERS' FUNDS 2,789,005 3,652,742

The financle]l statements wers approved and authorised for issue by the Board of Directors on

'l-\f,/'i’,/l“ and were signed on its behalf by:

M Wardrop - Director 4

The nates form part of these financlal statements
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ASSEYZ SME CAPITAL LIMITED {REGISTERED NUMBER: 08007287)

STATEMENT OF CHANGES IN EQUITY

for the Year Ended 31st March 2019
Called up
share Retsined Share Total
capital sarnings premim equity
£ £ £ £

Balunce at 1st April 2017 120 {4,349,026) 6,312,923 1,964,017
Changas in sgquity
Profit for the year - 1,688,725 - 1,688,725
Total comprehensive income - 1,688,725 - 1,688,725
Balance st 31st March 2018 120 {2.660,301) 6,312,923 3,652,742
Changes in equity
Deficit for the year - {863,737} - (863,727
“Total comprehensive income - (863,737) - (863,737)

Balance at 315t March 2018 120 {3,524,038) 6,312,923 2,789,005

The notes form part of these financial statements
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ASSETZ SME CAPITAL LIMITED (REGISTERED NUMBER: 08007287)

NOTES TO THE FINANCIAL STATEMENTS
far the Yoar Ended 315t March 2019

i STATUTORY INFORMATION

Assetr Capital Limited Is a privale company limited by share capital, Incorporated in England and Wales,
registration number 08007191. The address of the registered office and principal place of business Is Assetz
House, Manchester Green, 335 Styal Road, Manchester, M22 5LW.

2. ACCOUNTING POLICES

.Basls of preparstion
The Company maintains its books and records in sterfing ("£") and presents its annual financial statements in

conformity with United Kingdom laws and reguiations.

These annual financial statements have been prepared in accordance with Finandat Reporting Standard FRS
101 and In accordance with applicable accounting standards, as adopted by the European Union and the
Companies Act 2006.

The results of Asset2 SME Capital Limited are inclded n the consolidated financial statements of Assetz Capital
Limited which are avallable from Assetz House, 335 Styal Road, Manchester, M22 SIW ‘

Transition to FRS 101
The financial statements and notes have been prepared in accordance with FRS101 for the ficst time,

The Company's transition date is 1 Aprk 2017. The company prepared its opening statement of financial
position at that date and the Company's FRS 101 adoption date Is 31 March 2018. The Company has applied 1AS
1 in preparing these financial statemeants.

Thete are no material effect to the financlal statements as result of of thls transition.

Page 12 continyed...




ASSEYZ SME CAPITAL UMITED (REGISTERED NUMBER: 08007287)

NOTES YO THE FINANCIAL STATEMENTS - continued
for the Yasr Ended 31st March 2019

2.

ACCOUNTING POUCES - continued

The company has taken advantage of the following disciosure exemptions in preparing these financial
statements, as penmitted by FRS 101 "Reduced Disclosure Framework”™;

+  the requirements of IFRS 7 Financlal Instruments: Disclosures;

» the requirements of paragraphs 91 to 99 of IFRS 13 Fair Value Measurement;

»  the requirements of the second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 118, 119{a) to
{c), 12010 127 and 129 of IFRS 15 Revenus from Contracts with Customers;

*+  the requirements of paragraphs 10(d), 10}(f), 16, 384, 388, 38C, 38D, 40A, 40B, 40C, 400 and 111 of IAS 1
Presentation of Financial Statements;

*  the requirements of IAS 7 Statement of Cash Flows;

+  the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes In Accounting Estimates
and Errors;

+  the requirements of paragraphs 17 and 18A of IAS 24 Related Party Disclosures;

+  the requirements in IAS 24 Related Party Disclosures to disciose related party transactions entered into
between two or more members of a group.

The financial statements have been prepared on going concern basls, applylng a historical cost conventlon

except for certain financial Instruments that are carried at fair value.

The preparation of financial statements in confotmity with IFRS requires the use of certain critical sccounting
estimates. It also requires management to exercise its judgement [n the process of applying the Company's
accounting poficies, Changes kn assumptions may have a significant kmpact on the financlal statements in the
year the assurnptions changed. Management bekeves that the underlying assumptions are appropriate. The
areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates are
significant to the financial statements are disclosed in note 3.

Goling concern ]
The financial statements have been prepared on a going concern basis, applying a historical cost convention
except for certaln financial instruments that are carried st fair value.

The Company’s business activitles together with the factors Rkely to affect its future development and poslition
are eet out In the Princlpal Activity and General Business Review section of the Strategic report on page 3.

The Company made a totel comprehansive loss of £864K during the year ended 31 March 2019 {2018: profit of
£1.7m), as a result of significant ongolng investment In staff, technology and marketing, which is expected to

continue In 2020.

The financlal statemnents are prepared on a going concern basls, as the directors are satisfled that the Company
has the resources ta continue In business for the foreseeable future fwhich has been taken as 12 months from
the date of approval of the financial statements). In making this assessment, the directors have considered the
parformance of the Company and the provision of continuing financial support of the Parent and its abllity to

provide such support.

Having made appropriate enquiries, the directors consider that the Company has the ability to remain In
operation for the foreseeable future, as they have confirmed the continuing financial support and the abiiity to
provide that support of the Parent and have therefore continued to adopt the going concern basis In preparing

finandal statements.
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ASSETZ SME CAPITAL UMITED (REGISTERED NUMBER: 08007287)

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Erwled 31st March 2019

3 ACCOUNTING POLICIES - continued

Changeas in accounting policles
The Company has adopted the following new and amended IFRSs from 1 April 2017 prospectively in the

financial statements. There has not been a materisl impact to the Company when adopting these new and
amended IFRSs:

IFRS 9 Finencial instrumants
The Company adopted FRS 9 Financial Instruments as Issued by the IASB in July 2014 with a date of transition
of 1 April 2017, which resulted in changes in the accounting policies and certain disclosures in the financial

statemants.
There have been no adjustments to the carrying value of financial assets and labilitles at the date of tansition

that have been recognised in the opening retained earnings.

IFRS 15 Revenue from Contratis with Customers

IFRS 15 Revenue from Contracts with Customers was Issued in 2014 and was endorsed by the EU in 2016, IFRS
15 establishes a comprehensive framework for determining whether, how much and when revenue s
recognised. it raplaces existing revenue recognition guidance, including 1AS 18 Revenue.

IFRS 15 provides a single, principles-based five-step model 1o be applied to all contracts with Customers:
1) identify the contract with the Customer;

2) identify the parformance cbiigations In the contract, introducing the new concept of “distinct®;

3) determine the transaction price;

4} allocate the transaction price to the performance obligations In the contracts, on a relative stand-alone
selling price basis; and

5) recognise revenue when (or as) the entity satisfles its performance obligation.

IFRS 15 also introduces new guldance on, amongst other areas, combining contracts, discounts, variable
consideration and contract modifications. It requires that certain costs Incurred In obtaining and fulfilling
customer contracts be deferred on the balance sheet and amortised over the perlod an entity expecls to
benefit from the customer relationship.

Management has conducted a detalied analysis of the impact of IFRS 15 on the Company which has shown thet
the recognition of revenue wifl be consistent with the transfer of risks and rewards to the customer under 1AS
18. We have concluded folowing this assessment that the implemantation of IFRS 15 has not resulted in any
Impact to revenue In the Company's consolidated financial statements. Transaction fees, servicing fees and
other revenue are recognised when the Company satisfies the respective performance obNgations which
remains consistent with the treatment of these revenue streams prior to IFRS 1S (refer to revenue recognition

poficy).

Page 14 ' contihued...
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ASSETZ SME CAPITAL LIMITED (REGISTERED NUMBER: 08007287)

NOTES TO THE FINANCIAL STATEMENTS - continued

for the Year Ended 315t March 20319
2. ACCOUNTING POLICIES - continued
Turnover

Revenue represents fees recelvable for the arranging of finance and servicing that finance.

Revenue earngd for the arrangement of finance ks classified as arrangement fees and Is recognised immediately
once loans are fully funded on the marketplace, after the loans are accepted by the bomrowers. Such faes are
automatically deducted from the amount borrowed and recognised at that point as the Company has the right
to consideration.

Revenue earned from servicing of finance ks recognised at the beginning of the contract to the extent of the
minimum revernue entitlement to be contraciually received by the company in relation to the loan agreement,

Revenue comprises the fair value of the tonsideration recelved or receivable in the ordinary course of the
Company's activities. All revenue recorded in the financial statements is generated In the LK and sourced from
financing transactions. All fees are calculated based on the above revenue recognition policy.

interest Raceivable
Interest receivable is recognised on an accruals basis within 'Interest income' In the Statement of

comprehensive income.

Administrative expanses
Expenses are recognised as an expense in the Statement of comprehensive income in the period in which they

are Incurred on an accruals basls.

Capitalised Development Costs

Costs assoclated with maintaining computer software programmes are recognised as an expense as Incurred.
Development costs that are directly attributable to the design and testing of Identiflable and unigque software
products controllad by the Company are recognised as intangible assets when the following criterta are met;

- it is technically feaslble to complete the software product so that it will be avallable for use; -
management intends ta complete the software product and use or sell it;

- there Is an ability to use or seff the software product;

- It can be demonstrated how the software product will generate probable future economic benefits;

- adequate technical, financial and other resources to complete the development and to use or sell

- the software product are available; and
- the expenditure attributabie to the software product during its development can be rellably measured.

Directly attributable costs that are capitalised as part of the softwere product include the software
development employee costs.

Other development expenditure that does not meet these criteria Is recognised as an expense as incurred.
Development costs previously recognised as an expense are not recognised as an asset In a subsequent perlod.

Capitalised development costs are recorded as intangible assets and amorilsed from the polint at which the
asset Is ready for use over their estimated useful lives of five years.These ltems relate to the development of

the company's technology platform.

Page 15 continued...



ASSETZ SME CAPITAL LIMITED (REGISTERED NUMBER: 08007267)

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Ended 51st March 2019

2. ACCOUNTING POLICIES - continued

Tangible fixed sssets
Tangible fixed assets are stated at cost less accumulated depredation and accumulated impainment losses.

Depreciation on tangible fixed assets is charged to the profit and loss 50 as to write off their value, over their
estimated useful lives, using the following metheds:

Plant and machinery - 25% on oost
Fhture and fittings «  25% on cost
Computer equipment - 25% on cost
impelrmant of tangible assets

At each balance sheet dute, the Company reviews the carrying amounts of its fied assets to determine
whether there ks any indication that any lhems have suffered an impairment loss. If any such indication exists,
the recoverable amount of an asset is estimated in order to determine the extent of the Impairment loss, if any.
Where It is not possible 1o estimate the recoverable amount of the asset, the Company estimates the
recoverabla arount of the cash-generating unit to which the asset belongs.

If the recoverable amount of an asset is estimated to be less than its canying amownt, the carrying amount of
the asset is reduced to Its recoverable amount. impalrment loss Is recognised as an expense immediately.

Trade and othar debtors
Trade and other debtors are initially recognised at fair value and thereafier stated at amortised cost using the

effective interest mathod, less impairment losses for bad and doubtful dabts except where the effect of
discounting would be immaterial. In suth cases, the recelvables are stated st cost less impairment losses for
bad and doubiful debts.

Trade and other craditors
Trade 2nd other creditors are initlally recognised at folr value and thereafter stated at amortised cost using the

effective interest method unless the effect of discounting would be immaterial, in which case they are stated at
cost.

Cash and cash squivalents
Cash and cash equivalents comprise cash at bank and in hand, demand deposits with banks and octher
short-term highly liquid investments with original maturities of three months or less and bank overdrafts. In the

statement of financiai position, bank overdrafts are shown within borrowings or airrent liabilithes.
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" ASSETZ SME CAPITAL LIMITED [REGISTERED NUMBER: 08007287}

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Yesr Ended 31st March 2019

2. ACCOUNTING POLICIES - continued

FAnsnclal instruments

Financial assets
The Company determines the classification of Its financial assets at Initial recognition. From 1 April 2018 the

requirements of IFRS 9 for classificatton and subsequent maasurement have been applied which require
financial assets to be classified based on the Company's business model for managing the asset, and the
oontractual eash flow characteristics of the asset:

- Financial assets are measured st amortised cost if they are held within a business modef the objective of
which Is to hold financial assets in order to coliect contractual cash flows, and their contractual cash flows
represent solely payments of principa! and interest.

- Financial assets are measured at falr value through profit or loss if they are held within 2 business modef the
objective of which [s achieved by both collecting contractual cash flows and selling financial assets and their
contractual cash flows represent solely payments of principal and interest.

- Financial assets that do not mest the criteria to be amortised cost or fair value through other comprehensive
income are measured at fair value through profit or loss. In addition, the Company may, at initial recognition,
designate a finsnclal asset as measured ut falr value through profit or loss If doing so eliminates or significamiy
reduces an accounting mismatch.

When financial assets are recognised initially, they are measured at fair value, plus, in the case of Investments
not at fair value through profit or loss, directly attributable transaction costs. -

The Company does not recognise on Its balance sheet loans arranged between borrawers and Investors as it is
not a principal party to the contracts and Is not exposed to the risks and rewards of these loans.

Othar financial osseis
Finanda! assets recognised in the balance sheet as trade and other recelvables are classtfied as lpans and

recehvables (from 1 April 2018: amortised cost). They are recognised at fair value and subsequently measured at

amortised cost lass provision for Impalmment.
Cash and cash equivalents are elso classified as loans and recelvables (from 1 April 2018: amortised cost). Cash

and cash equivelents includes cash In hand, deposits held at call with banks and other short-term highly liquid
Investments with original maturities of three months or less. The carrying amount of these assets approximates

thelr falr value,

Impairment of financial assets
For periods bafore the year ended 31 March 2019 the Company applied the Impairment requirements of 1AS

38,

Under the requitements of IAS 39 at each reporting date, the Company assesses whether there is objective
evidence that a finandial asset or group of financial assets is impaired. If there Is ochjective evidenoce {such as
significant finandal difficulty of the obliger, breach of contract, or It becomes probable that the debtor will
enter bankruptey), the asset is tested for impairment. The amount of the loss Is measured as the difference
betwean the asset's carrying amount and the present value of estimated future cash flows (exduding future
expected credit losses that have not been incurred) discounted at the financlal asset's otiginal effective interest
rate {that s, the effective Interest rate computed at initial recognition). Tha carrylng amount of the asset Is
reduced through use of an allowance account. The amount of the laoss is recognised in the Statement of

comprehensive income.

This evidence may include observable data indicating that there is an adverse change in the payment status of
debtors, or national or sconomic conditlons that correlate with defaults on assets. Management uses estimates
based on historical loss experience for assets with credit risk characteristics end objective evidence of
impainment similar to those in the portfolic when scheduling In future cash flows. The methodology and
assumptions used for estimating both the amount and timings of future cash flows are reviewed regularly to
reduce any variances between loss estimates and actual loss experlence.
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ASSETZ SME CAPITAL LIMITED {REGISTERED NUMBER: 08007287)

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Ended 31st March 2019

2. ACCOUNTING POLIOES - continued
From 1 April 2018 the Company applied the impairment requitements of IFRS 9. The IFRS 9 impairment mode!

introducss a three-stage approach:

Stage 1 Includes financlal instruments that have not had 8 significant Increase In credit risk since initial
recognition or that have jow credit risk at the reporting date. For these assets, 12-month expected credit losses
{that Is, expected losses arising from the risk of default in the next 12 months) are recognised and Interest
revenue is calculated on the gross carfying amount of the mset (that is, without deduction for credit

aliowancs).

Stage 2 inciudes finandal Instruments that have had a significant increase in credit risk since Initlal recognition
{unless they have low credit risk at the reporting date] hut are not credit-impaired. For these sssets, lifetime
ECL (thet is, expected [osses arising from the risk of defauit over the Iife of the financlat instrument) are
recognised, and interest revenue & still caleulated on the gross cerrying amount of the asset,

Stage 3 consists of financial assets thet are credit-impaired, which is when one or more events that have a
dettimental impact on the estimated futire cash flows of the financial asset have occurred. For these assets,
Iifetime ECL are also recognised, but Interest revenue is calculatad on the net carrying amount {that Is, net of

the EQL allowance).

The introduction of the ‘expected credit loss' model has not significantly Impacted the Company's accounting as
it does not have any complex financtal Instruments or material credi risks. The Company uses s “historical
experience, external indicators and forward-looking information to calculate expected credit logses.

Derecognition of financial assets

Finuncial assets are derecognised only when the contractusl rights to the cash flows from the financial assels
expire or the Company has either transferred the contractual right to receive the cash flows from that asset, or
has assumed an obligation to pay those cash flows to one or more reciplents.

The Company derecagnises a transTerred financial assets if it transfers substantiatly all the risks and rewards of
ownership.

Financial Habiities

A financial flabiitty 15 derecognised when the chligation under the liability is discharged or cancellad or expires.
Financial liabiities included in trade and other payables are recognised initially at fair value and subsequently at
amortised cost. The falr value of a non-interest bearing liabllity Is its discounted repayment amount. if the due

date of the labliity & less than one year, discounting is omitted.
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ASSETZ SME CAPITAL LIMITED (REGISTERED NUMBER: 08007287}

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Endod 315t March 2019

ACCOUNTING POLICIES - continued

Current and deferved tax
The tax epense for the period comprises current and deferred tax. Curvent tax Is provided at amounts

expected to be paid {or recovered) using the tax rates and laws that have been enacted or substantively
enacted by the year end date. Management periodically evaluates positions taken In tax returns with respect to
situations In which applicable tax regulation s subject to interpretation. It establishes provisions where
appropriate, based on amounts expected to be paid to the tax authoritles.

Deferred tax assets for unused tax losses, tax credits and deductible temporary ere recognised to the extent
that it Is probable that future taxable profit will be avallable against which the temporery differences tan be

utllised.

Deferred tax assets and Habilities are offset when there Is a legaily enforceable right to offset current tax assets
against current tax liabilities and when the deferred tax assets and jiabilities relate to Income taxes levied ty
the same taxation authority on either the same taxable entity or different taxable entities and there s an

intention to settle the balances on a net basls,

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the
tax bases of assets and labilitles and their carrying amounts In the financial statements. However, deferred tax
is not accounted for If it arises from initial recognition of an asset or Habllity in a transaction other than a
business combination that at the time of the transaction affect nefther accounting nor taxable profit or loss.
Deferred tax Is determined using tax rates and laws that have been enacted or substantizlly enacted at the
year-end date and are expected to apply when the related deferved tax asset Is realised or the deferred tax
llabifity Is settled. Deferred tax balances are not discounted.

Research and development
Expenditure on research and development Is written off In the year in which it is incurred.

Penslon obligations
The Company operates a defined contribution pension scheme. A defined contribution plan Is a pension plan

under which the Company pays fixed contributions Into a separate entity. The Company has no legal or
constructive obligations to pay further contributions If the fund does not hold sufficient assets to pay all
employees the banefits relating to employee service in the current and prior periods. Contributions payable to
the Company's penasion scheme are charged to the Statement of comprehensive income in the period to which
they relate. The Company has no further payment obligations once the contributions have been paid

Provisions
Provisions are recognised when the Company has a present obllgation (legal or constructive) as a result of a

past event, It is probable that the Company will be required to settle that obligation and a reflable estimate can
be made of the amount of the obligation.
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ASSETZ SME CAPITAL LIMITED (REGISTERED NUMBER: 08007287)

NOTES TO THE FINANCIAL STATEMENTS - continued
for tha Year Endad 21st March 2019

CRITICAL ADCOUNTING JUDEEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

Estimates and judgernents are continusiy evaiuated and are based on experience and other factors, Induding
expectations of fiture events that are believed 10 be reasonable under the drcumstances.

The following are the key sources of estimation uncertainty that the Directors have made in the process of
=pplying the Company's accounting polides and have the most significant effect on the amounts recognised in
the finandal statements. There are no further critical accounting judgerents.

Uselul life of Intangible sseets

The assessment of the useful sconomic life of the Company’s internally developed and soquired software and
Noences Is Judgemental and can change due to obsolescence due to unforeseen technological developments,
and other factors. The useful life of licences represents management's view of the expected tarm over which
the Company will receive benefits from the software, and does not exceed -the licence term. For internally
developed and acquired software the Gfe 1s based on historical experience with similar products as well as
anticipation of future events which may impact their useful economic life.

Financlal risk management
The Board has overall responsibiiity for the establishment and oversight of the Company’s risk management

framework.
The risk management policies are established to identify and analyse the risks faced by the Company, to set
appropriate risk limits and controls, and to monitor risks and ensure any limis are adhered to, The Company's

activities are reviewed regularly and potential risks are considered.

Risk factors
The Company has exposure 1o the following risks from Its use of financial Instruments:

- credit risk;
- liquidity risk; and

Principal financisl instruments

The principal financia! instruments vsed by the Company, from which financial Instrument risk arises, are as
follows:

- Loan due from and payable to related undertakings

- Trade and other recelvables

- Cash and cash equivalents

- Trade and other payables

Categorisation of financial assets and financial Habilities

The table shows the carrying amounts and fair values of financial assets and finandlal fiabilitles by category of
financial instrument as at 31 March 2019:

Corrying
amount Falr value
£ £
Assets
Trade and other receivables 3,233,460 3,233,460
Cash and cash equivalents 707,033 707,033
3,940,493 3,940,493

Lisbiliities
Trade and other payable 2,754,911 2,754,911
Interest bearing Loan 182,907 182,907

2,937,818 2,937,818
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ASSETZ SME CAPITAL LIMITED (REGISTERED NUMBER: 08007287}

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Yeer Ended 31st March 2019

The table shows the carrying amounts and fair values of financial assets and financial Habllitles by category of
finangial instrument as at 31 March 2018:

Carrying
amount Fair value
£ £
Aspats
Trade and other receivables 3,829,005 3,829,009
Cash and cash equivalents 602,373 602,373
4,431,382 4,431,382

LiabEities
Trade and other payable 2,754,911 1,998,406
interest bearing Loan 182,907 236,907

2,235,313 2,235,313
Financial Instruments measured at smortised cost
Finandlal instruments measured at amortised cost, rather than fair value, Include cash and cash eguivalents,
trade and other receivables, trade and other payables, and loans and payables/receivables to/from related
partles. Due to their short-term nature, the carrying velue of each of the above financial Instruments
approximates to their falr value

Credit risk
Cradit risk is the risk of financial loss to the Company if 8 customer or counter party to a financlal Instrument

falls to meet its contractual obligations, and arises principally from the Company's recelvables from customers

and cash and cash equivalents held at banks.
The Company's maximum expbsure to credit risk by class of financlal asset is as follows:-

2019 2018
£ £
Assets
Trade and other receivables 3,233,450 3,829,009
Cash and cash equivalents 707,033 602,373

3,940,493 4,431,382
Trade receivabies of £3,192043 (2018: £2,468,308) represent Invoiced amount in respact of servicing fees due
from borrowers. The risk of financial oss Is deemed minimal because all funding are secured.
Ongoing credit evaluation Is performed on the financial condition of other recelvable and, where appropriate, a
provision for Impalrment is recorded in the financlal statements.

Individual risk limits for banks and finandal Institutions are set by external rating sgencles. The credit risk on
cash and cash equivalents is managed under the Company's treasury policy that stipulates the iimits and
quantities that the company must remain within. No credit or counter party limhs were exceeded during the

year.

Uiquidity risk

Uigquidity risk is the risk that the Company will not be able to meet its financial obligations as they fafl due. The
Company's approach to managing Aquidity Is to ensure, as far as possible, that It will always have sufficient
Miquidity tc meet jts liabllities when due, under both normal and stressed conditions, without Incurring

unacceptable Josses or risking damage to the Company'-s position.

The Company's liquidity position is monitored and reviewed on an ongoing basls by the Directors.
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ASSETZ SME CAPITAL LIMITED (REGISTERED NUMBER: 08007287}

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Ended 313t March 2019

Caphtal management

The Company’s objective when managing capital is to safeguard its ablifty to continue as a going concern and to
meet the FCA regulatory capltal refquiremants. Financial performance I8 regularly reviewed by various
committees in the business, focusing on the amount of regulatery and working caphal nesded. Thisis especially
Important as the business continues to expand. The process includes the monktoring of FCA retums as well as
the annual budget and foreaast process from which cashfiow and capital assessments and projections are

made.
4. EMPLOYEES AND DIRECTORS
2019 2018
£ £
Wages and salaries 5,603,060 4,241,232
Social security costs 744,617 566,857
Other pension costs 120,922 61,248

6477593 4,868,337

The average number of employees during the year wes as follows:

2019 2018
Product & technology 17 14
Operations, support and administrative 8 64
s 78
2018 2018
£ £
Director's remuneration {inc BIK} 976,327 686,089

Highest pald Director

£
Director's remuneration {inc BIK) 186,960 149,026

The Directors are aiso the key management personnel of the Company.
8. INTEREST PAYABLE AND SIMILAR EXPENSES
Other interest paid

W9
3
20,022
Loan interest 184,117 86,345
Interest on overdue tax paid .
204,139
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" ASSETZ SME CAPITAL LIMITED (REGISTERED NUMBER: 08007287)

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Ended 31st March 2019

e. [LOSS)/PROFT BEFORE TAXATION

2019 2018

£ £
Depreciation - owned assets 102,774 23,123
Depreciation - Hp assets 67,500 67,500
Development costs amortisation 549,622 398,140
Auditor's remuneration 18,600 12,000
Operating lease rental - land & buildings 249,278 145,412

987,774 706,175
7. TAXATION

Anglysic of tax income

2019 2018

£ E

Current tax:
Tax - (206,197)
Corporation tax prior years {2.532) -
Total tax income in income statement {2,532) (206,197)
Factors sffecting the tax expense
The tax assessed for the year is higher (2018 - lower) than the standard rate of corporation tax In the UK, The
difference ts explained below:

2019 2018

£ £

{Loss)/profit before income tax {886,259) 1,482,528
{Loss)/profit multiplied by the standard rate of corporation tax in the UK .
of 19% (2018 - 19%)} (164,591) 281,680
Effects of:
RE&D enhanced deduction - (169,815)
Non deductible expenses 6,917 9,979
Degpreciation In excass of Cagital allowance 6,973 (20,902}
RED tax credit - {208,729)
Profits utllised against losses b/fwd - {98,410)
Losses surrendered In the year 151,301 -
Prior year tax adjustment (2,582) -
Tax Income (2,532) (206,197}
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ASSETZ SME CAPITAL LIMITED (REGISTERED NUMBER: 08007287)

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Ended 3ist March 2019

8. INTANGIBLE FIXED ASSETS

Devalopment
costs
£
COST
At 15t April 2018 1,990,772
Additions 855433
At 31st March 2019 2,956,205
AMORTISATION
At 1st April 2018 963,155
Amortisation for year 549822
At 315t March 2019 1,512,777
NET BOOK VALUE :
At 315t March 2019 1,443,428
At 31st March 2018 1,027,617
8, TANGIBLE FIXED ASSETS
Fhxtures
Pant and and Computer
machinery firtings equipment Totals
£ £ £ £
COsY
At 1st April 2018 195,999 341,151 78,024 615,174
Additions 3,209 10,310 70524 24,120
At 31st March 2019 199,288 351,481 148,545 699,294
DEPRECATION
At 1st April 2018 53,352 895468 43,298 188,118
Charge for year 50,071 87,845 32,358 170,274
At 31st March 2039 103,423 177313 75,656 356,392
NET BODK VALUE
At 31st March 2019 95,865 174,140 72,889 342,902
At 31st March 2018 142,647 #51,683 34,726 429,056

The net book value of fixture and fittings indudes £135,000{2018: £202,500) In respect of assets held under

hire purchase contract.
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ASSETZ SME CAPITAL LIMITED (REGISTERED NUMBER: 08007287)

NOTES TO THE FINANCIAL STATEMENTS - continued

for the Year Ended 31st March 2018
10. DEBTORS
2019 2018
£ £

Amounts falling due within one year:
Trade debtors 2,586,846 2,375,857
Amounts owed by group undertakings . 19,923 707,145
Other debtors 10,500 545,876
Prepayments and accrued Income 10,994 107,680

2,628,263 3,736,558

Amounts falling due after more than one year:
Trade debtors 605,197 92,451

AggTegate amounts - 3,233,460 3,829,009
The maximum exposure to credit risk at the reporting date Is the carrying value of each class of recefvables
mentioned above.

Recelvables from related undertakings are Interest free and repayable on demand.

No trade recelvables were Impaired.

11. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

- 2019 2018
£ 3
Hire purchase contracts (see note 13) 54,000 54,000
Trade creditors 185,196 403,837
Amounts owed to group undertakings 514,600 -
Tax 387 5,042
Social security and other taxes . 278,085 241,630
VAT 36,403 14,000
Other creditors 545,080 581,255
Accrued expenses < 1,195,150 752,602

2,808,911 2,052,406

12.  CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

2019 2018
£ £
Hire purchase contracts (see note 13} 128,907 182,907
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NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Encled 31st March 2019

Qurrent:
Hire purchase (see note 14)

Non-current:
Hire purchase (see note 14)
Terms and debt repayment schecdule

1yearor
less 1-2 yeare

Hire purchase 54,000 54,000

14.  LEASING AGREEMENTS

Minimum lease payments fall due as follows:

Net obligations repayable:
Within one year
Between one and five years

Within one yser
Between one and five years
In more than five years

15. CALLED UP SHARE CAPITAL

Allotted, ksued and fully paid:
Number: Class: Nominal
value:

120 Ovdinary Share 1

2ms 2018
£ £
54,000 54,000
128,507 182,907
2-5 years Totals
£ £
74,907 182,907
Hirs purchase contracts
2019 2018
£ £
$4,000 54,000
128,907 182,907
182 907 236,907
Non-canceliable
opsrating lexses
019 . 2018
£ £
181,765 -
1,245,392 1,116,559
1,064,617 1,376,225
2,492,784 2,492,784
2019 2018
£ £
120 120
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ASSETZ SME CAPITAL LIMITED (REGISTERED NUMBER: 08007287)

NOTES TO THE FINANCIAL STATEMENTS - continued

for the Year Ended 315t March 2019
15. RESERVES
Retained Share
samings premium Totals
£ £ £
At 1st April 2018 {2,650,801) 6,312,023 3,652,622
Deficit far the year (863,737) {863,737}
At 315t March 2039 (3,524,033} 6,312,923 , 2,783,885

17.  ULTIMATE PARENT UNDERTAKING AND CONTROLUNG PARTY

The parent company of the largest and smallest group that includes the company and for which group financial
statements are prepared Is Assetz Capital Limited. copies of Assetz Capital Lmived financlal statements can be
obtained from the registered office at Assetz House, Manchester Green, 335 Styal Road, Manchester, M22

SLw.

The Directors do not consider there to be ane single ultfmate controlling party.

18.  NOTES TO THE RECONCILIATION OF EQUITY

These financial statements represent the first annual financial statements prepared in accordance with FRS 102
as adopted by Ewopean Union. The accounting policies set out in note 2 have been applied on a retrospective
basis In preparing the financial statements for the year ended 31 March 2019, the comparative information
presented In these financlal statements for the year.ended 31 March 2018 and in preparation of the opening
statement of finandial position at 1 April 2017. The Company's financlal stabements were previously prepared In
accordance with tha provisions of Financial Reporting Standard 102 for Smaller Entitles (section 1A).

Transition had ne impact on the Company statement of financial position as at 1 April 2017.




