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ASSET ADVANTAGE GROUP LIMITED
STRATEGIC REPORT FOR THE YEAR ENDED 30 SEPTEMBER 2018 {continued)

Introduction

The principal activity of the the Group is the trading and leasing of equipment. This was also the principal activity for the
Company, however from 1 Octaber 2018 the Company became a holding company for the Group. Throughout the year, the
Company and Group continued to have a presence in two separate, but related asset finance markets: the public sector
market in which the Group has 2 historical portfolio of predominantly operating leases, and the SME market, where new
business is transacted in the form of finance leases and hire purchase contracts written in the name of Asset Advantage
Limited {(“AAL"), a wholly owned subsidiary of the Group, and funded through a series of special purpose vehicles - the
subsidiary companies.

The historic public sector portfolio is made up of operating leases funded through back-to-back head leases. The Group
typically retained an investment in the residual value of the leased asset and as such, the majority of the value to the Group
of this portfolio is realised at the end of the lease. Consequently, as this portfolio runs down, the residual value is realised
either through a sale of the leased assets or through secondary rentals. In both scenarios, the portfolio historically provided
cash to fund the growing SME new business portfolio.

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

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

Business review and key performance indicators

The year ended 30 September 2018 saw the volume of lending to SMEs by AAL decline following increased competition in
the market and a resulting fall in the number of acceptable proposals being received. Consclidated revenues fell by £2.3m
to £42.4m (from £44.7m in the year ended 30 September 2017). Gross profit in the year was £14.3m (down from £14.9m
in 2017), a decrease of £0.6m.

The SME lending portfolio fell to £93.4m {compared to £101.2rm at 30 September 2017) with £32.7m of new business being
written in the year, a fall of £14.3m on the £47.0m recorded in the year ended 30 September 2017. The continuing decline
reflects an increasingly competitive market, and a resulting fall in acceptable proposals, as well as customer worries about
the economic climate. New husiness volumes for the SME loan product were £15.8m, a small increase of £0.2m from the
£15.6m written in the year ended 30 September 2017, whilst new business volumes in the more traditional equipment lease
product fell by £14.5m from the £31.4m recorded in the year ended 30 September 2017.

The public sector lease portfolio has continued to run down, as reflected in the fall in property, plant and equipment and
the investment in residual value. Its contribution to revenues fell to £1.2m in the year ended 30 September 2018 {down
£0.5m from the £1.7m recorded in the year ended 30 September 2017), and the portfolio’s contribution to gross profit fell
by £0.3m to £0.7m (from £1.0m in the previous year) reflecting the smaller number of assets. In addition to the impact of
time on the public sector lease portfolio, the Company sold its interest in the assets held on its own balance sheet as at 30
September 2018 to a third party and as such, it ceased to carry out a trade. The Company will continue as a holding company
for the Group.

In addition, the year saw the transfer of all Property, Plant & Equipment held by the Company to AAL at cost. AAL also now
bears 100% of the operating costs of the Group. This was to recognise that AAL now represents the core business of the
Group.



ASSET ADVANTAGE GROUP LIMITED
STRATEGIC REPORT FOR THE YEAR ENDED 30 SEPTEMBER 2018 (continued)

Business review and key performance indicators (continued)

In September 2018, the Group sold its investment in its insurance subsidiary, Advantage Risk Solutions Limited (“ARS").
Whilst ARS” client base had continued to grow and revenues increase, management felt that this was not at a level that
would provide either a wider product offering to the Group’s core clients or a material addition to the Group’s revenues.

The insurance segment was not previously classified as held-for-sale or as a discontinued operation. The comparative
consolidated statement of comprehensive income has been restated to show the discontinued operation separately from
continuing operations. Trading losses incurred in the year totalled £0.3m (FY 2017: £0.3m) and have been consclidated as
well as a profit on disposal of £130k.

Whilst the results are disappointing, the directors are satisfied with the Group’'s performance in the current economic
climate and that all KPIs {in particular revenue and net income) have been achieved. The main KPIs for the business include:

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

IRR% vs. target

Average IRR% by broker

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

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

An increase in bad debt;

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

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

Liquidity Risk:

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

The UK leaving the European Union:

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

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



ASSET ADVANTAGE GRCUP LIMITED
STRATEGIC REPORT FOR THE YEAR ENDED 30 SEPTEMBER 2018 (continued)

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

This report was approved by the board on 2 May 2019 and signed on its behalf.

JC G Eddy
Director



ASSET ADVANTAGE GRCUP LIMITED
DIRECTORS’ REPORT FOR THE YEAR ENDED 30 SEPTEMBER 2018 (continued)

The directors present their report and the audited consolidated financial statements for the year ended 30 September 2018.

Principal activities
The principal activities of the Company and the Group are stated in the Strategic Report.

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

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
prepared the Group financial statements in accordance with International Financial Reporting Standards (IFRSs) as adopted by
the European Union and Company financial statements in accordance with International Financial Reporting Standards (IFRSs)
as adopted by the European Union. Under Company law the directors must not approve the financial statements unless they
are satisfied that they give a true and fair view of the state of affairs of the Group and Company and of the profit or loss of the
Group and Company for that period. In preparing the financial statements, the directors are required to:

. select suitable accounting policies and then apply them consistently;

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

. make judgements and accounting estimates that are reasonable and prudent; and

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

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

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

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

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

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

Going concern

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

Group

The Group obtained a waiver against a breach of debt covenants in the year under the terms of one of its external financing
arrangements. However, the directors consider the going concern basis of preparation to be appropriate for the following
reasons:

. A waiver letter has been received from an external funder in relation to a breach in the group’s covenants to that
funder. Further, the group has continued to draw down on the facilities since the breach was reported to the funder,
hence the directors are confident that there is not intnetion of the debt being recalled on demand as a result of the
reported breach.

Based on these considerations, the directors are confident that the Group will cantinue as a going concern, and have therefore
prepared the financial statements on a going concern basis.



ASSET ADVANTAGE GROUP LIMITED
DIRECTORS’ REPORT FOR THE YEAR ENDED 30 SEPTEMBER 2018 (continued)

Company

The financiai statements have been prepared on a going concern basis as the directors are of the gpinion that the company
will continue as a going concern.

Results and dividends
The Group profit for the year, after taxation, amounted to £695,066 (2017 - £1,588,038). The Company loss for the year, after
taxation, amounted to £176,897 (2017 - £1,000,665).

The directars have approved the dividends as set out in Note 22. Interim dividends totailing £500,000 were paid during the
year {2017: £500,000) and there was no final or special dividend paid. There were no dividends outstanding at year-end.

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

J C G Eddy

P J Knight

A J Ramsay
M P M Olive

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

Auditors

The auditors, PricewaterhouseCoopers LLP, will be proposed for reappointment in accordance with section 485 of the
Companies Act 2006.

This report was approved by the board on 2 May 2019 and signed on its behalf.

JcGeddy L7 N

Director



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

Opinion
In our opinion, Asset Advantage Group Limited’s Group financial statements and Company financial statements (the “financial
statements”):

. give a true and fair view of the state of the Group’s and of the Company’s affairs as at 30 September 2018 and of the Group’s
profit and the Group’s and the Company’s cash flows for the year then ended;
. have been properly prepared in accordance with International Financial Reporting Standards (FRSs) as adopted by the

European Union and, as regards the Company’s financial statements, as applied in accordance with the provisions of the
Companies Act 2006; and
. have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual Report”), which
comprise: the Company and consolidated statements of financiat position as at 30 September 2018; the consolidated statement of
comprehensive income, the Company and consolidated statements of cash flows, and the Company and consolidated statements of
changes in equity for the year then ended; and the notes to the financial statements, which include a description of the significant
accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable faw. Our
responsihilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial statements section
of our report. We befieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our oginion.

Independence

We remained independent of the Group in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, which includes the FRC's Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance
with these requirements.

Conclusions relating to going concern
ISAs (UK) require us to report to you when:

. 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 uncertainties that may cast significant

doubt about the Group’s and 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.

We have nothing to report in respect of the above matters. However, because not all future events or conditions can be predicted,
this statement is not a guarantee as to the Group’s and Company’s ability to continue as a going concern. For example, the terms on
which the United Kingdom may withdraw from the European Union are not clear, and it 1s difficult to evaluate all of the potential
implications on the Company's trade, customers, suppliers and the wider economy.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our auditors’
report thereon. The directors are responsible for the other information. Qur opinion on the financial statements does not cover the
other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise explicitly stated in this
report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in deing 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 an apparent material inconsistency or material misstatement, we are
required to perform procedures to conclude whether there is a material misstatement of 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 material misstatement
of this other information, we are required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required by the UK Companies
Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, I1SAs {UK) reguire us also to report
certain opinions and matters as described below.



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

Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and Directors’
Report for the year ended 30 September 2018 is consistent with the financial statements and has been prepared in accordance with
applicable legal requirements.

In light of the knowledge and understanding of the Group and Company and their environment obtained in the course of the audit,
we did not identify any material misstatements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Directors’ responsibilities statement set out on page 6, the directors are respensible for the preparation
of the financial statements in accordance with the applicable framework and for being satisfied that they give a true and fair view.
The directors are also responsible for such internal contral as they determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Group’s and the Company’s ability to continue
as a going concern, disclosing as applicabie, matters refated to going concern and using the going concern hasis of accounting unless
the directors either intend to liquidate the Group or the Company or to cease operations, or have no realistic alternative but to do
s0.

Auditors’ 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 auditors’ 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 cur responsibilities for the audit of the financial statements is located on the FRC's website at:
www_frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the Company’s members as a body in accordance with Chapter
3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or assume responsibility
for any other purpose or to any other person to whom this report is shown or inte whose hands it may come save where expressly
agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:

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

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

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

. the Company financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Alex Upton (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Reading

Date: 2 May 2019
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ASSET ADVANTAGE GROUP LIMITED

REGISTERED NUMBER: 02765920

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 30 SEPTEMBER 2018

ASSETS

Non-current assets

Property, plant and equipment
Other financial assets

Deferred tax assets

Current assets

Inventories

Trade and other receivables
Other financial assets
Current tax receivables
Cash and cash equivalents

TOTAL ASSETS

EQUITY AND LIABILITIES

Non-current liabilities
Interest-bearing loans and borrowings

Current liabilities

Trade and other payables
Interest-bearing loans and borrowings
Current tax payables

TOTAL LIABILITIES

NET ASSETS

Equity

Ordinary shares

Capital redemption reserve
Retained earnings

Equity attributable to the holders of the parent

Non-controlling interests
TOTAL EQUITY

Note

13
14
15

16
17
14

18

19

20
19

21

23

2018 2017
£ £
425,425 636,487
58,097,243 67,296,828
12,993 164,865
58,535,661 68,098,180
100,203 268,883
2,064,673 3,529,514
35,297,778 34,067,802
209,467 C-
4,136,300 4,588,512
41,808,421 42,454,711

100,344,082 110,552,891
42,170,702 44,635,097
42,170,702 44,635,097
3,418,277 3,802,370
35,622,862 42,217,717
- 960,532
39,041,139 46,980,619
81,211,841 91,615,716
19,132,241 18,937,175
589,224 589,224
(392,756) (392,756}
18,935,773 19,005,222
19,132,241 19,201,690
- (264,515)
19,132,241 18,937,175

The Notes on pages 17 to 41 form an integral part of these consolidated financial statements.

The consolidated financial statements on pages 10 to 41 were approved by the board of directors on 2 May 2019 and

were signed op it$ behalf by:

TN
rd LAY |

£ vV
J € G Eddy L‘_\
Director ’

11



REGISTERED NUMBER: 0276592
ASSET ADVANTAGE GROUP LIMITED
COMPANY STATEMENT OF FINANCIAL POSITION

AS AT 30 SEPTEMBER 2018
2018 2017
Note £ £
ASSETS
Non-current assets
Property, plant and equipment 13 - 567,523
Investments 24 5 570,078
Deferred tax assets 15 - 141,336
5 1,278937
Current assets
Inventories 16 - 135,857
Trade and other receivables 17 10,421,416 11,082,305
Other financial assets 14 - 182,153
Cash and cash equivalents 18 38,897 52,514
Current tax receivables 299,855 914,798
10,760,168 12,367,627
TOTAL ASSETS 10,760,173 13,646,564
EQUITY AND LIABILITIES
Non-current liahilities
Interest-bearing loans and borrowings 19 500,000 1,730,740
500,000 1,730,740
Current liabilities
Trade and other payables 20 3,579,665 4,369,131
Interest-bearing foans and borrowings 19 800,000 989,287
4,379,665 5,358,418
TOTAL LIABILITIES 4,879,665 7,089,158
NET ASSETS 5,880,508 6,557,406
Equity
Ordinary shares 21 589,224 589,224
Capital redemption reserve (392,756) (392,756)
Retained earnings
At 1 October 6,360,938 7,861,603
Loss for the year attributable to the owners {176,898) {1,000,665)
Other changes in equity {500,000) {500,000)
5,684,040 6,360,538
TOTAL EQUITY 5,880,508 6,557,406

The Notes on pages 17 to 41 form an integral part of these consclidated financial statements.

The financial statements on pages 10 to 41 were approved and authorised for issue by the board of directors on 2 May 2019
and werefsigned on its behalf by:
Y

LYY
J C G Eddy
Director

12
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ASSET ADVANTAGE GROUP LIMITED
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Cash flows from operating activities

Cash generated from operations

Income tax (paid)/received

Interest paid

Net cash flows generated from operating activities

Cash flows from investing activities

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

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

Receipts from other financial assets

Net cash generated from/{used in) investing activities

Cash flows from financing activities
Proceeds from loans and borrowings
Repayment of loans and borrowings
Dividends paid to equity holders of the parent

Net cash flows (used in}/generated from financing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Note

25

11

2018 2017

£ £

6,504,099 6,154,391
(683,127) 238,772
{4,940,058) {4,936,296)
880,914 1,456,867
{80,842) -
(388,298) (101,746)
533,121 176,408
{32,716,880) (46,951,176}
40,879,023 37,883,661
8,226,124 (8,992,853}
32,479,529 43,271,921
(41,538,779) (34,591,655)
{500,000} (500,000)
(9,559,250} 8,180,266
(452,212) 644,280
4,588,512 3,944,232
4,136,300 4,588,512

The Notes on pages 17 to 41 form an integral part of these consolidated financial statements.
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ASSET ADVANTAGE GRCUP LIMITED
COMPANY STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Cash flows from operating activities

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

Interest paid

Net cash generated from/{used in) operations

Cash flows from investing activities

Purchase of property, plant and equipment

Proceeds from the sale of property, plant and equipment
Receipts from other financial assets

Net cash flows generated from investing activities

Cash flows from financing activities

Net movement in intercompany balances
Proceeds for new borrowings
Repayment of loans and borrowings
Dividends paid

Net cash (used in)/generated from financing activities

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

Cash and cash equivalents at end of year

2018 2017

Note £ £
25 532,287 {815,231)
764,419 238,772

{93,891) (222,542)

1,202,815 (799,001)

- {101,746}

83,568 176,408

- 74,265

83,568 148,927

- {366,228}

- 2,500,000

{800,000) (1,162,802}

(500,000) {500,000}

(1,300,000) 470,970

(13,617} (179,105)

52,514 231,619

38,897 52,514

The Notes on pages 17 to 41 form an integral part of these consolidated financial statements.

16



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

General information

Asset Advantage Group Limited (the ‘Company') is a limited company incorporated and domiciled in the United
Kingdom. The Company's registered office is at Matrix House, Basing View, Basingstoke, Hampshire, RG21 4D7Z,
United Kingdom. These consolidated financial statements comprise the Company and its subsidiaries {collectively
the 'Group’ and individually 'Group companies').

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

Significant accounting policies

2.1  Basis of preparation

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

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

Going concern

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

Group

The Group obtained a waiver against a breach of debt covenants in the year under the terms of one of its external
financing arrangements. However, the directors consider the going concern basis of preparation to be appropriate for
the following reasons:

. A waiver letter has been received from an external funder in relation to a breach in the group’s covenants to that
funder. Further, the group has continued to draw down on the facilities since the breach was reported to the funder,
hence the directors are confident that there is not intnetion of the debt being recalled on demand as a result of the
reported breach.

Based on these considerations, the directors are confident that the Group will continue as a going concern, and have
therefore prepared the financial statements on a going concern basis.

Company

The financial statements have been prepared on a going concern basis as the directors are of the opinion that the
company will continue as a going concern.

Exemption from audit by parent guarantee

Under Section 479A of the Companies Act 2006, exemptions from an audit of the financial statements for the
financial year ending 30 September 2018 have been taken by the subsidiary companies stated below:
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Significant accounting policies (continued)

Company name Registered number Company name Registered number
AA RV Limited 07383482 R A (No9) Limited 07327721
Assetco Rentals (No.2) Limited 03911424 R A {No 10} Limited 07327683
RV Investor (No 1) Limited 06489289 RA (No. 11) Limited 08429945
AAG Holdings (UK} Limited 09236621 RA (No. 12) Limited 08429964
AAL Holdings (UK) Limited 09236618 RA (No. 13) Limited 08725470
AAG Operations Limited (19235397 RA (No. 14) Limited 08725490
R A {No 3) Limited 06476899 RA (No. 15) Limited 08725182
R A (No 4) Limited 06476894 RA {No.17) Limited 10375567
R A {No 6) Limited 07327662 RA (No.18) Limited 10375854
R A {NO 7} Limited 07327677 RA (N0.19) Limited 10379735
R A (No 8) Limited 07327764 RA {N0.20) Limited 10379643

Under Section 479C of the Companies Act 2006, Asset Advantage Group Limited, being the ultimate parent
undertaking of the above companies, has given a statutory guarantee of all the outstanding liabilities to which the
companies are subject at 30 September 2018.

2.2 Basis of consolidation

The consolidated financial statements comprise the financial statements of Asset Advantage Group Limited and its
subsidiaries as at 30 September 2018. Subsidiaries are all entities (including structured entities) over which the Group
has control. Subsidiaries are fully consolidated from the date on which centrol is transferred to the Group.

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through its power over the investee. Specifically, the Group
controls an investee if, and only if, the Group has:

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

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

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

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

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

2.3 Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured, regardless of when the payment is received. Revenue is measured at the fair value

of the consideration received or receivable, taking into account contractually defined terms of payment and
excluding VAT, duties and Insurance premium tax where applicable.

Revenue comprises lease and loan income, provision of related fee based services and end of lease income.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Significant accounting policies (continued)
2.3 Revenue (continued)

Lease income

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

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

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

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

End of lease income

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

2.4 Finance costs

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

2.5 Taxation

Current income tax

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

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

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

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

. In respect of deductible temporary differences associated with investments in subsidiaries, associates and
interests in joint arrangements, deferred tax assets are recognised only to the extent that it is probable that
the temporary differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can he utilised.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Significant accounting policies (continued)
2.6  Taxation (continued}

Deferred tax {continued)

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

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

2.7 Property, plant and equipment

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

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

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

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

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

Assets under leasing arrangements:

Assets held for leasing that are financed under hire purchase (HP) or sale of receivables contracts, which confer rights
and obligations similar to those attached to owned assets, are capitalised as property, plant and equipment and
depreciated over the shorter of the lease term (which typically range between 3 to 7 years) and the economic useful
life of the assets. Depreciation on these assets is provided under the annuity method. In all cases assets are
depreciated down to their estimated residual value.

2.8 Investment in residual values

Investments in residual vafues are accounted for upfront at the inception of a primary lease agreement, and held at

cost on the balance sheet throughout the duration of the primary lease, less any provision for impairment where
circumstances indicate that the carrying amount may not berecoverable.

2.9 Investments
Investments in the Company separate financial statements are initially measured at cost.
2.9 Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any
indication exists, the Group estimates the asset’s recoverable amount.
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ASSET ADVANTAGE GRCUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018
Significant accounting policies {continued)
2.9 Impairment of non-financial assets (continued)

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

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

2.10 Leases

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

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

2.11 Financial instruments - initial recognition and subsequent measurement

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.

i. Financial assets

{a) Loans and receivables

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

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

{c) Cash and cash equivalents

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

Impairment of financial assets

The Group assesses, at each reporting date, whether there is any objective evidence that a financial asset or a group
of financial assets is impaired. An impairment exists if one or more events that has occurred since the initial
recognition of the asset (an incurred ‘loss event’), has an impact on the estimated future cash flows of the financial
asset or the group of financial assets that can be reliably estimated.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2013

Significant accounting policies {continued)
2.11 Financial instruments — initial recognition and subsequentmeasurement {continued)

i. Financial liabilities
The Group’s financial liabilities include trade and other payables, and interest bearing loans and borrowings.

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

(a) Interest bearing loans and borrowings

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

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

(b) Trade and other payables

Trade and other payables are obligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers. They are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest rate (“EIR") method.

2.11 Inventories

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

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

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

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

2.14 Dividends

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

2.15 Pension scheme

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

2.16 Standards issued but not yet effective

The standards and interpretations that are issued, but not yet effective up to the date of issuance of the Group’s
financial statements are disclosed below. The Group intends to adopt these standards, if applicable, when they

become effective. The Company is not affected by the new standards given its principal activity will become that of
a holding company.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Significant accounting policies (continued)
2.16 Standards issued but not yet effective (continued)

IFRS 2 Financial Instruments

The Group is required to adopt IFRS 9 Financial [nstruments from 1 October 2018. The Group has assessed the
estimated impact that initial application of IFRS 9 will have on its consolidated financial statements, as described
below. The actual impact of adopting the standard on 1 October 2018 may change because the new accounting
policies are subject to change until the Group presents its first financial statements that include the date of initial
application.

IFRS 9 introduced new requirements for the classification and measurement of financial assets and financial liabilities,
impairment methodology, and general hedge accounting.

Financial assets

Financial assets held by Asset Advantage Group Limited relate to leases and loans provided to customers as well as
cash, prepayments and ather receivables. Under IFRS 9 loans continue to be measured at amortised cost as they
were previously under IAS 39, therefore there is no impact. Leases {other than far derecognition and impairment},
are not within scope of IFRS 9 and continue to be accounted for under IAS 17 Leases.

In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model, as opposed to an
incurred credit loss model under IAS 39. The expected credit loss model requires an entity to account for expected
credit losses and changes in those expected credit losses at each reporting date to reflect changes in credit risk since
initial recogniticn. The Group’s current accounting policy for impairment of its financial asset portfolio is in line with
an expected credit loss model. Currently the Group takes into account the risk of non-recovery of the whole portfalio
based on current and historic portfolio performance.

Financial liabilities

IFRS 9 only impacts financial liabilities designated as fair value through profit or loss and those held at amortised cost
for which modifications have been made. However no such modifications have occurred. All of Asset Advantage
Group Limited’s financial liabilities are measured at amortised cost using the effective interest method and therefore
will continue to be measured at the same bases as is currently adopted under IAS 39.

IFRS 15 Revenue from Contracts from Customers

The new standard requires entities to recognise revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for
those goods or services. This core principle is achieved through a five step methodology that is required to be applied
to all contracts with customers.

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

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

- Loan income is outside of the scope of IFRS 15 and will be accounted for in accordance with IFRS 9 as outlined
above from 1 October 2018.

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

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

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

o Lease income received after the minimum lease term are outside of the scope of IFRS 15 and will
continue to be accounted for in accordance with |AS 17 Leases.

23



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

Significant accounting policies (continued)
2.16 Standards issued but not yet effective {continued)

IFRS 16 Leases

IFRS 16 introduces a single lessee accounting model and requires a lessee to recognise assets and liabilities for all
leases with a term of mare than 12 months, unless the underlying asset is of low vatue. A lessee is required to
recognise a right-of-use asset representing its right to use the underlying leased asset and a lease liability
representing its obligation to make lease payments. A lessee measures right-of-use assets similarly to other non-
financial assets (such as property, plant and equipment) and lease liabilities similarly to other financial liabilities. As
a conseguence, a lessee recognises depreciation of the right-of-use asset and interest on the [ease liability, and also
classifies cash repayments of the lease liability into a principal portion and an interest portion and presents them in
the statement of cash flows. The standard also contains expanded disclosure requirements for lessees.

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

The standard supersedes the following Standards and Interpretations: (a) 1AS 17 Leases; {b) IFRIC 4 determining
whether an Arrangement contains a Lease; {c) SIC-15 Cperating Leases—Incentives; and (d) $IC-27 Evaluating the
Substance of Transactions Involving the Legal Form of a Lease. The Group and Company are continuing to assess the
full impact of IFRS 16.

Adoption

IFRS 9 and IFRS 15 are applicable for accounting periods beginning on or after 1st January 2018, whilst IFRS 16 is
applicable for accounting periods beginning on or after 1st January 2019. The Group is not required to adopt the new
standards for the year ended 30 September 2018, and will look to adopt IFRS 9 and 15 in the financial year beginning
1st October 2018, and IFRS 16 the foliowing year.

Annual Improvements 2015-2017 Cycle
Annual improvements to IFRSs 2015-2017 Cycle include a number of amendments which are either not applicable or
will not have a material effect on the financial statements.

Significant accounting judgments and estimates
3.1Judgments

No significant judgements were required to be made.
3.2 Estimates

No significant estimates were identified which are considered to have a significant effect on the financial statements
through a material chance in the next 12 months, through the process of applying the Group and Company's
accounting policies.

Capital and financial risk management

4.1 Financial risk management

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

4.2 Capital management

The Group’s objective is to maintain a strong capital base to support its operations in line with relevant farecasts
whilst providing a return to its shareholders. The capital base for these purposes comprises total equity at 30
September 2018 amounting to £19.1m (2017: £18.9m) as well as interest-bearing loans and borrowings amounting
to £77.8m gross (2017: £91.6m) funding a portfolio of receivables due under equipment.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Capital and financial risk management {continued)

4.3 Liquidity and interest rate risks

This year saw the Group borrow at both fixed and floating interest rates in order to access larger liquidity poals and
benefit from the lower interest rates that these carry. At 30 September 2018, 30% of the Group’s drawn facilities
were on a floating rate basis (2017: 70%), with interest rates based on one month GBP LIBOR. In the event of a 0.5%
point increase in LIBOR for the whole year, profit before tax would be adversely affected by £88k {2017: £173k).

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

£160m {2017: £177m).

The contractual maturities of the Group’s and Company's facilities are detailed in Note 12 below aleng with the

Group’s committed facilities.
Revenue

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

Continuing operations 2018 2017
£ £
Lease income 33,337,180 36,145,467
Lean income 4,396,867 3,869,978
End of lease income 3,980,912 3,999,439
Fee income 457,489 574,825
42,172,448 44,589,709

Discontinued operations
Insurance commission 189,675 133,222

There are no contingent rentals in respect of operating lease income.

All revenue arose in the United Kingdom.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

6. Operating profit/(loss)

The operating profit is stated after charging:

Continuing operations 2018 2017
£ £
Depreciation of leased assets {note 13) 170,381 278,990
Depreciation of own use assets (note 13) 87,653 81,532
Depreciation of leasehold property {note 13) 17,791 36,400
Services provided by the Company's auditors:
- Fees payable for the audit 139,700 129,300
- Fees payable for other services - tax compliance 89,500 34,400
- Fees for other services - tax advisory services 134,250 51,600
Operating leases (rent) 213,949 101,043
Employee expenses (note 7) 3,907,254 2,911,049
Facility fees 944,013 852,895
Marketing expenses 327,978 440,601
Bad debt expense 1,418,946 1,448,581
Cther expenses 1,261,399 841,887

Discontinued operations

Employee expenses (note 7) 329,121 306,505

Depreciation of own use assets 1,591 2,889

Other expenses 121,707 109,986
7. Employee information

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

Continuing operations 20138 2017
£ £
Wages and salaries 3,394,671 2,508,042
Social security costs 440,237 326,900
Other pension costs 72,346 75,107
3,907,254 2,811,049

Staff Numbers
2018 2017
Number Number
Operations 4 6
Administration 35 35
39 41
Discontinued operations 2018 2017
£ £
Wages and salaries 292,472 266,753
Social security costs 30,496 34,265
Other pension costs 6,153 5,487
329,121 306,505

Staff Numbers
2018 2017
Number Number
Administration 5 5
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

7. Employee information (continued}
The above staff numbers are the average number of employees within the Group during the year. The Group
operates a defined contribution retirement benefit plan for all qualifying employees. The total expense recognised
for the plan in the year was £78,499 (2017 £80,594).

8. Directors’ remuneration

Retirement benefits are accruing to three (2017: three) directors under a defined contribution pension scheme. The
directors are considered to be the key management. No share option schemes are operated.

Continuing operations 2018 2017

£ £

Aggregate emoluments 1,790,710 970,486

Company contributions to a defined contribution pension 27,518 25,059
scheme

1,818,228 995,545

Highest paid director 2018 2017

£ £

Total emoluments 763,160 458,329

Company contributions to a defined contribution pension 12,390 11,525
scheme

775,550 469,854

Directors received no remuneration from discontinued aperations in the year ended 30 September 2018 (2017: £nil).

9. Finance costs
2018 2017
£ £
Interest bearing loans 889,348 740,340
Lease financing arrangements 3,949,097 3,870,064
Hire purchase and sale of receivables contracts 101,613 225,892
4,940,058 4,936,296
10. Income tax

2018 2017
£ £

Current tax
UK Corporation tax on profits for the year {203,573) 398,140
Adjustment in respect of prior years {283,300) 21,878
Total current tax {486,873) 420,018

Deferred tax

Origination and reversal of timing differences 383,391 70,550
Adjustment in respect of prior years {231,513) 45,092
Reduction in deferred tax asset recognised - 243,170
Total deferred tax 151,878 364,852
Income tax {334,995} 784,870
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11.

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

Income tax (continued)
The total tax credit (2017: charge} is higher (2017: higher} than the standard rate of corporation tax in the UK of
19% (2017: 19.5%). The differences are explained as follows:

2018 2017
£ £
Factors affecting tax charge for the year
Profit before taxation — continuing operations 506,632 2,674,082
Loss before taxation — discontinued operations (277,029) (301,174)
229,603 2,372,808
Tax on profits at an average rate of 19% (2017: 19.5%) 43,624 462,717
Effects of:
Impact of change in tax rates - {4211)
Expenditure not deductible for tax purposes 927 10,224
Unrelieved tax losses carried forward 82,628 -
Impact of unrecognised deferred tax - 249,170
Adjustment in respect of prior years (514,810) 66,970
Unrelieved tax losses on disposal of discontinued
operation 52,636 -
Total tax (credit)/charge for the year (334,995) 784,870

Factors that may affect future tax charges

The Finance Act 2016, included legislation to further reduce the main rate of corparation tax in the UK to 17% from 1
April 2020 and was substantively enacted on 6 September 2016.

These rate reductions have been reflected in the calculation of deferred tax at the balance sheet date.

Discontinued operations

in September 2018, the Group sold its investment in Advantage Risk Solutions Limited, its insurance brokerage
subsidiary. Whilst the client base had continued to grow and revenues increase, management felt that this was not at
a level that would provide either a wider product offering to the Group’s core clients or a material addition to the
Group’s revenues. The insurance segment was not previously classified as held-for-sale or as a discontinued operation.
The comparative consclidated statement of comprehensive income has been restated to show the discontinued
operation separately from continuing operations.

2018

£

Nan-cash consideration received 192,534

Cash disposed of (80,842)
Net assets disposed {(other than cash)

Trade and other receivables (178,239)

Trade and other payables 197,015

18,776

Net assets disposed (including cash} (62,066)

Gain on disposal of discontinued operations 130,468
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

11. Discontinued operations {continued)

Results of discontinued operations
Revenue
Expenses other than finance costs

Gain from selling discontinued operations

Loss for the year

Financial instruments

2018 2017

£ £
189,675 133,222
{466,705) (434,396)
(277,030) (301,174)
130,468 -
(146,562) (301,174}

The Group’s principal financial instruments are financial assets comprising loans and receivables, trade and other
receivables and cash and cash equivalents and financial liabilities recorded at amortised cost, comprising of interest

bearing loans and horrowings, and trade and other payables.

The table below sets out the gross contractual maturities of the Group’s and Company’s financial instruments. For the
majority of borrowings and receivables, the fair values are not materially different to their carrying amounts since the
interest receivable or payable in these agreements is close to current market rates. All other classes of financial
instruments do not require fair value assessment as these are short-term financial instruments for which the carrying

amount accurately reflects their fair value.
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14.

14.1

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

Other financial assets

Non-current assets

Loan receivables (see Note 14.1)
Finance lease receivables (see Note
14.2)

Current assets

Loan receivables [see Note 14.1)
Finance lease receivables {see Note
14.2)

Investments in residual values

Loan receivables

Group Group

2018 2017

£ £

23,174,703 22,276,458

34,922,540 45,020,370

58,097,243 67,296,828

Group Group Company Company
2018 2017 2018 2017

£ £ £ £
11,944,571 9,257,203 - -
23,338,395 24,680,862 - 75,721
14,812 128,737 - 106,432
35,297,778 34,067,802 - 182,153

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

Age of receivables that are past due but hot impaired:

Loans

Less than 30 days

31 - 60 days

61 -90 days

91 - 120 days

Greater than 120 days
Total

14.2 Finance lease receivables

Group Group
2018 2017

£ £
60,045 62,313
26,115 25,124
29,830 13,242
21,298 3,061
5,788 42,335
143,076 152,075

The Group enters inte equipment lease arrangements for a variety of equipment used by customers in their
business. All leases are denominated in pound Sterling. Leases have an average term of between 3 - 5 years with no

leases being granted for more than 5 years.
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

14.2 Finance lease receivables {continued)

Amounts receivable under finance leases:

Minimum lease payments

Less than 1 year
More than 1 year but less than 5 years

Less: Unearned finance income

Present value of minimum lease
payments receivable

Present value of minimum lease
payments

Less than 1 year
More than 1 year but less than 5 years

Less: Unearned finance income

Present value of minimum lease
payments receivable

Group Group Company Company

2018 2017 2018 2017

£ £ £ £
29,612,743 32,412,694 - 78,538
40,734,767 53,483,819 - -
70,347,510 85,896,513 - 78,538
{12,086,575) (16,712,221) - (2,817}
58,260,935 69,184,292 - 75,721
Group Group Company Company
2018 2017 2018 2017

£ £ £ £
23,338,395 24,163,822 - 75,720
34,922,540 45,020,370 - -
58,260,935 69,184,292 - 75,720
58,260,935 69,184,292 - 75,720

An allowance amount of £1,150,407 (2017: £1,461,121) has been raised for the potential uncollectable lease and loan
payments, which occur as a result of customers’ inability to meet their obligations under the agreements. Specific
provisions of £3,340,552 (2017: £2,437,156) have been raised against agreements which have gone into default through

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

The finance lease receivables at the end of the year include receivables due on impaired agreements (net of impairment
charge} but there are no unguaranteed residual values of assets leased under equipment leases.

However the finance lease receivables above include amounts that are past due at the end of the reporting period.

An analysis of this aging is as below.

Age of receivables that are past due but not impaired:

Leases

Less than 30 days

31 - 60 days
61-90days

91 - 120 days

Greater than 120 days
Total

Group Group Company Company
2018 2017 2018 2017

£ £ £ £
150,629 215,515 1,806 14,222
107,648 82,719 8,463 163
49,740 32,779 1,773 -
10,129 27,925 300 -
24,376 54,562 3,223 20,740
342,522 413,500 21,565 35,125
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15.

16.

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

Finance lease receivables (continued)

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

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

Deferred tax assets

Group Group Company Company

2018 2017 2018 2017

£ £ 3 £

At 1 Octoher 164,865 529,717 141,236 468,561

Charge for the year (383,385) {70,590} (372,849} (100,922)

Adjustments in respect of prior years 231,513 (45,092} 231,513 {50,478)

Impact of unrecognised deferred tax - (243,170} - (175,825}

At 30 September 12,993 164,865 - 141,336
Deferred taxation can be analysed as follows:

Accelerated capital allowances 12,993 164,865 - 141,336

Provision for deferred taxation 12,993 164,865 - 141,336

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

Inventories
Group Group Company Company
2018 2017 2018 2017
£ £ £ £
Finished goods 100,203 268,883 - 135,857

Included in the cost of sales amount are inventories amounting to £222,241 (2017: £193,420) that have been
expensed in the current year.

The inventory balance at year-end is used to determine whether adjustments are required and based on this review
the fair value less costs to sell of such inventory items is determined. Based on management’s review the carrying

amount in the financial statements is the fair value less costs to sell and thus no adjustments are required or made.

There are no inventories held that have been pledged as security.
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18.

19.

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

Trade and other receivables

Trade receivables

Amounts owed by Group undertakings

Other receivables
Prepayments

Group Group Company Company
2018 2017 2018 2017

£ £ £ £

709,932 1,172,487 100,425 36,139

- - 10,259,827 9,991,391

40,000 40,389 40,000 40,389
1,314,741 2,316,638 21,164 1,014,386
2,064,673 3,528,514 10,421,416 11,082,305

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

are repayable on demand.

Cash and cash equivalents

Cash at bank and in hand

Interest-bearing loans and borrowings

Non-current liabilities

Amounts due under lease financing
arrangements

Bank and third party loans

Net obligations under hire purchase
and sale of receivable contracts

Current liabilities

Amounts due under lease financing
arrangements

Bank and third party leans

Net obligations under hire purchase
and sale of receivable contracts

Group Group Company Company
2018 2017 2018 2017
£ £ £ £
4,136,300 4,588,512 38,897 52,514
Group Group Company Company
2018 2017 2018 2017
£ £
34,470,702 32,615,070 - -
7,700,000 11,400,000 500,000 1,300,000
- 620,027 - 430,740
42,170,702 44,635,097 500,000 1,730,740
Group Group Company Company
2018 2017 2018 2017
£ £ £ £
24,491,935 16,949,190 - -
11,115,000 25,215,000 800,000 800,000
15,927 53,527 - 189,287
35,622,862 42,217,717 800,000 989,287

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

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

20. Trade and other payables

Group Group Company Company

2018 2017 2018 2017

£ £ £ £

Trade payables 520,025 780,535 81,199 182,507
Amounts owed to Group undertakings - - 2,797,961 2,870,509
Other taxation and social security 84,101 527,609 84,101 527,609
Value added tax payable 616,404 - 616,404 -
Other payables 1,359,722 1,641,608 - -
Accruals and deferred income 838,025 852,618 - 788,506
3,418,277 3,802,370 3,579,665 4,369,131

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

repayment and are repayable on demand.

21. Ordinary share capital

Group and Company
Authorised shares

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

Ordinary shares issued and fully paid
At 1 October 2017
At 30 September 2018

2018 2017

£ £
50,000 50,000
50,000 50,000
450,000 450,000
50,000 56,000
600,000 600,000
No. £
589,224 589,224
589,224 589,224

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

22, Dividends proposed and paid
Group and Company

Ordinary 'A'

Interim Dividends paid; £0.61 per share {2017: £0.61 per share)
Ordinary 'B'

Interim Dividends paid; £2.03 per share (2017: £2.03 per share)
Bonus Issue 'A’

Interim Dividends paid £0.61 per share (2017: £0.61 per share}
Ordinary 'C’

Interim Dividends paid £2.03 per share {2017: £2.03 per share}
Balance of dividends paid on equity capital
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2018 2017

£ £
30,000 30,000
100,000 100,000
270,000 270,000
100,000 100,000
500,000 500,000
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Non-cantrolling interests

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

Balance at 30 September

Investments

Company

Cost or valuation

At 1 October 2016
Additions

At 30 September 2017
Additions

Disposals

At 30 September 2018

Impairment

At 1 October 2016
Impairment

At 30 September 2017
Disposals

At 30 September 2018

Net book value
At 30 September 2017

At 30 September 2018

ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2013

2018
£
{264,515)

264,515

2017

£
(174,162)
(90,353)

(264,515)

Investments
in
subsidiary
companies
f

650,078
350,000

1,000,078

300,000

{1,300,073)

5

(150,000)
(280,000)

(430,000)

430,000

570,078
5

These financial statements include the financial statements of the Group and the subsidiaries listed in the table below.
All subsidiaries are situated at the Company’s registered address which is as per Note 1: General Information.
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25.

Investrments (continued)

ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 SEPTEMBER 2018

% equity interest

Name Principal activities Location of 2018 2017
registered % %
office

AAG Holdings (UK) Limited Holding company England 100 100

AAG Operations Limited Holding company England 100 100

AAL Holdings {UK) Holding company England 100 100

Limited

AARV Limited Leasing & trading of equipment England 100 100

Advantage Risk Solutions Holding company England - 70

{Holdings) Limited

Advantage Risk Solutions Insurance Broker England - 70

Limited

Asset Advantage Limited Leasing & trading of equipment England 100 100

Asset Co Rentals No2 Leasing & trading of equipment England 100 io00

Limited

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

R A {No 4} Limited Leasing & trading of equipment England 100 100

R A {No 6} Limited Leasing & trading of equipment England 100 100

R A (NO 7) Limited Leasing & trading of equipment England 100 100

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

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

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

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

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

RA (No. 13} Limited Leasing & trading of equipment England 100 100

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

RA (No. 15) Limited Leasing & trading of equipment England 100 100

RA (No0.16) Limited Leasing & trading of equipment England 100 100

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

RA (N0.18) Limited Leasing & trading of equipment England 100 100

RA (N0.19) Limited Leasing & trading of equipment England 100 100

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

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

Cash inflows from operations
Group 2018 2017
2 £
Profit before tax - continuing operations 506,632 2,674,082
Loss before tax - discontinued operations (277,029) (301,174}
Profit before income tax including discontinued operations 229,603 2,372,908
Adjusted for:
Depreciation 277,416 400,811
Finance costs 4,940,058 4,936,296
5,447,077 7,710,015
Decrease in inventory 168,680 236,566
Decrease/(increase) in trade and other receivables 1,286,602 (1,292,159}
Decrease in trade and other payables {187,083) (500,031}
Net loss on sale of non-current assets {211,177) -
Net cash generated from operations 6,504,099 6,154,391
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FCR THE YEAR ENDED 30 SEPTEMBER 2018

Cash inflows from operations (continued)

Company

Loss before tax

Adjusted for:

Depreciation

investment Impairment

Disposal of property, plant and equipment
Loss on disposal of investment

Finance costs

Decrease in inventory
Decrease/(increase) in trade and other receivables
Increase/f{decrease) in trade and other payables

Net cash generated from/{used in} operations

Operating lease arrangements
Grougp as lessee

2018 2017

£ £
{391,091) (836,233)
132,144 355,011

- 280,000
{193,051} -
671,022 -
93,891 222,542
312,915 21,320
135,857 154,791
359,460 (1,782,758)
(275,945) 791,416
532,287 (815,231)

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

lease are as below.

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

Operating lease commitments — Group as lessee

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

Group as lessor

2018
£

145,478
847,530
834,478

2017

1,827,486

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

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

Operating lease commitments — Group as lessor

Within one year
After one year but not more than 5 years
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2018 2017

£ £
18,000 245,400
- 437,529
18,000 682,929
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ASSET ADVANTAGE GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Related parties

The Group financial statements include the financial statements of the subsidiaries listed in the table in Note 24. All
subsidiaries are situated at the Company’s registered address which is as per Note 1: General Information.
Additionally, Asset Advantage Funding 1 Limited, a special purpose funding vehicle registered in England, is censidered
a related party in accordance with IFRS 10.

Balances and transactions within the Group have been eliminated upon consolidation and thus are not disclosed in
this note. However for the Company financial statements, disclosure is required for transactions and balances with
related parties.

Company

Related party transactions

Advantage Risk Solutions Limited:

Advantage Risk Solutions Limited business expenses are paid through Asset Advantage Group Limited’s business
account, thus creating the related party transactions incurred between the two companies. During the current year
Asset Advantage Group Limited disposed of all its interests in Advantage Risk Solutions Limited with the effects of the
disposal shown in note 11 on Discontinued Operations above.

Company 2018 2017
£ £

Amounts owed by related parties

- Subsidiaries 10,259,827 9,991,391

- 1. C. G. Eddy 40,000 40,000

Amounts owed to related parties
- Subsidiaries 2,797,961 2,870,509

Expenses ihcurred by AAG
- Subsidiaries 450,828 388,769

- 1.C. G. Eddy - 4,825

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

During the year Property, Plant and Equipment with a net book value of £111,625 was transferred to Asset
Advantage Limited from Asset Advantage Group Limited. The Property, Plant and Equipment was transferred at net
book value.

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

Ultimate parent and controlling party

The ultimate parent undertaking is Asset Advantage Group Limited, a company incorporated in England. The
consolidated financial statements of Asset Advantage Group Limited are available from Matrix House, Basing View,
Basingstoke, Hampshire, RG21 4DZ, United Kingdom. The ultimate controlling party of Asset Advantage Group
Limited is J C G Eddy, who is also a director of Asset Advantage Group Limited.
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