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MONEYBARN NO.1 LIMITED
{Company Number 04496573)

DIRECTORS’ REPORT

Moneybarn No.1 Limited (the ‘company') is part of Provident Financial plc. Provident Financial plc is a public
limited company, listed on the London Stock Exchange, which, together with its subsidiaries, forms the
" Provident Financial group (the ‘group’). The immediate parent of the company is Moneybarn Group Limited.

. Principal activities
The prmcrpal activity of the company is the provision of finance for the purchase of motor vehicles by
individuals vra conditional sale agreements.

. Due to the company’s net current Irabrllty position at the year-end, the ultimate parent undertaking Provident
Financial plc, has confirmed its continued support for the company. Accordingly, the financial statements
" have been prepared on a going concern basis.

Results

The statement of comprehensive income for the year is set out on page 7. The profit for the year of £6.6m -

(2016: £17.5m) has been added to reserves."

Dividends
The -directors do not propose the payment of a dividend in respect of the year ended 31 December 2017
(2016: £nil) to invest surplus equity into funding new receivables.

Directors ‘
The directors of the company during the year ended 31 December 2017, all of whom were directors for the

whole year then ended and to the date of this report, except where stated, were:

R W Anderson :

P S Crook (Resigned 21 August 2017)

A C Fisher

S Hodgson : S

M J Le May (Appointed 13 February 2018)

SD Klaw
P Minter Chairman (appointed Chairman on 1 January 2017)

Auditor information
In accordance with section 418 of the Companies Act 2006, each person who is a director at the date of this

report confrrmed that

i) so far as the director is aware, there is no relevant audit information of which the companys auditor is

unaware; and
ii) he has taken all reasonable 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 auditor is aware of that information.

Auditor \. : _ ‘ .
Deloitte LLP wi\}\Tontinue as auditor to the company for the next financial year.

BY ORDER OF THE BOARD

— > N
A

S Hodgson
/

Director
Petersfield v
23 March 2018 -



MONEYBARN NO.1 LIMITED
{Company Number 04496573)

STRATEGIC REPORT

Business review ) _
The company recorded another year of strong growth in the receivables book in 2017. Profit before taxation
and exceptional costs amounted to £27.4m (2016: £23.7m).

During. the year, the conipany wrote 25,300 new contracts (2016: 21,500) and increased the .portfolio of
conditional sales financing contracts from 41,000 to 50,300. This growth was achieved from:

* a broader product range with improved onboarding systems and processes; and »
e building upon the company’s working relatlonshlps with brokers and intermediaries to improve volumes
and efficiency.

The company has continued to invest in upgrading its computer systems both to win new business and to’
improve operational efficiency. This has involved research and development in order to continue to develop
a system that is 'best i in class' and capable of meeting the company’s needs

" Revenue increased by 31.5% to £95.5m (2016: £72.6m), primarily as a result of the receivables growth with

revenue margins being broadly stable. Amounts receivable from customers increased by 23.0% to £379.6m
(2016: £308.7m).

Finance costs increased by 7. 7% to £19.6m (2016: £18.2m) compared with a growth in year-end receivables
of 23% due to the retention of earnings increasing the equity of the company.

Pre-exceptional impairment charges grew by 89% to £31. Om (2016: £16.4m) as a result of business growth
and a change in the mix of credit quality in the portfolio. Pre-exceptional operatlng costs and administrative
expenses grew by 22.4% to £17.5m (2016 £14.3m) in line with the growth in receivables.

Regutlation
The company gained full authonsatlon from the FCA during 2016

The FCA is currently mvestlgatlng the processes applied by the company in relation to customer affordability
assessments for vehicle finance and the treatment of customers in financial difficulties. This included the
company entering into a voluntary requirement with the FCA pursuant to which it agreed to amend its
processes for dealing with loan terminations to ensure that customers receive information which enables
them to make an informed decision as to which termination option to adopt. On 5 December 2017, however,
the group was informed that the FCA had commenced an investigation into the company covering the
adequacy of creditworthiness assessments as well as the treatment of customers in default or arrears with
forbearance and due consideration, and the provision of information about termination processes.

Based on the work undertaken to date and the status of dlscussmns with the FCA, the estimated possible
cost of restitution and fine is estimated to be £20.0m of which £12.1m, comprising a gross balance reduction
of £32.5m less release of impairment provisions of £20.3m, has been reflected as a reduction in receivables
and £7.9m which has been reflected as a provision in the 2017 year-end balance sheet, The release of
impairment provisions of £20.3m has been reflected as a credit to.impairment with the remaining estlmated
costs of £40.3m being reflected within administrative and operating costs.

Principal risks and uncertainties and financial risk management

In December each year the board approves detailed budgets and forecasts for the year ahead. It also
approves outline projections for the subsequent four years. An update to the budget is approved in June of
each year. Actual performance against these budgets is monitored in detail within the company’s
management accounts and this is supplemented with a rolling forecast of the full-year outturn. The Executive
Committee meets each month to review the prior month performance of the company. This includes the
management accounts and key financial and non-financial performance indicators. The company's

- management accounts also form part of the papers for each board meeting.

A principal risk faced by the company is the possibility that customers will fail to honour their contracts and

- the market value of the underlying vehicle will be insufficient security to cover the customer's outstanding

liabilities. To mitigate this risk, the company has developed- strong underwrltmg, loan to value and credit
control policies, as well as an efficient dlsposal process.
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MONEYBARN NO.1 LIMITED
(Company Number 04496573)

* STRATEGIC REPORT (CONTINUED.[

The company continues to cooperate with the FCA in its ongoing investigation into affordability, forbearance
and settlement options. The scope of the investigation is understood and the estimated cost of £20.0m, being
management's prudent estimate of the expected outcome in respect of the mvestlgatlon has been reflected

* as an exceptional cost in the 2017 results. A final résolution to the investigation is likely to take up to 24
months. ,

The Executive Committee of Moneybarn (consisting of Duncton Group Limited and its subsidiaries). is
“responsible for managing the day-to-day strategic risks of the Moneybarn group. Moneybarn is managed as
. aconsolidated business, and the committees and risk management policies operate across the group. The

Executive Committee delegates some of its responsibilities to sub-committees, set out below.
. The following cOmrhittees all report to the Executive Committee which in turn reports to the board:

° Credlt Commlttee which reviews credit performance approves underwntmg rule changes assesses new
products or product changes and approves pricing changes.

e Policy Committee which reviews and approves the company policies and reviews and acts upon the
feedback from internal audits.

o Regulatory Change Committee which meets quarterly to review- the impact of regulatory changes on

" Moneybarn and any associated required actions.

Complaints Committeé which reviews complaints examples, trends and root causes.
Risk Committee which oversees overall risk management and meets twice every quarter to:

= Consider and monitor the ongoing effectiveness of the company's risk management framework,
including business systems and controls, risk policies and risk appetite. :

-»_ Review the Moneybarn risk measures, risk dashboards and risk appetites.

@  Consider the appropriateness of rlsk specific classnfrcatlons and proposed mitigants as set out in the
risk dashboards.

The Risk Committee reports to the board.

Information on the management of specific financial risks including credit, market, liquidity, interest rate, and
capital risks is provided on pages 16 and 17.

Going concern

Due to the company’s net ourrent liability position at the year-end, the ultimate parent undertaklng, Provident
Financial plc has confirmed its continued support for the company for at least the next 12 months from the
date of signing these financial statements. As announced on 27 February 2018, the Parent Company,
Provident Financial plc announced its mte_ntlon to raise £331m of capital by way of a rights issue. Following
the General Meeting held on 21 March 2018, the shareholders of Provident Financial plc approved the
proposed rights issue. This will protect the. Group’s capital position and. will allow the parent company the
ability to cantinue its financial support for the company. Accordingly, the financial statements of the company
have been prepareq on a going concern basis of accounting. Further details on the basis of preparation are -
provrded on page f .

BY ORDER OF \E BOARD

T S, .

S Hodgson
Director :
Petersfield

23 March 2018
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.MONEYBARN NO.1 LIMITED
{Company Number 04496573}

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for preparing the annual report and the fmanmal statements in accordance with
applicable law and regulations.

Company, law requires the directors to prepare financial statements for each financial year. Under that law
the directors have elected to prepare the financial statements in accordance with International Financial
Reporting Standards (IFRS) 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 company and of the profit or loss of the company for that period. In preparing these financial
statements, International Accounting Standard 1 requires that directors:

properly select suitable accounting policies and apply them consistently,
present information, including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information; ' '

e provide additional disclosures when compliance with the specific requirements in IFRS are insufficient to -
enable users to understand the impact of particular transactions, other events and conditions on the
entity's financial position and financial performance; and , ,

o make an assessment of the company's ability to continue as a going concern.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006.
They are also rgsgonsible for safeguarding the assets of the company and hence for taking reasonable steps
for the preventipn and detection of fraud and other irregularities. _

BY ORDER OF\THE BOARD

[

S Hodgson
Director
Petersfield

23 March 2018



MONEYBARN NO.1 LIMITED
(Company Number 04496573)

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MONEYBARN NO.1 LIMITED

Report on the audit of the financial statements

Opinion ‘
In our opinion the financial statements: - o
¢ give atrue and fair view of the state of the company’s affairs as at 31 December 2017 and of its profit
for the year then ended; ' ‘ »
« have been properly prepared in accordance with International Financial Reporting Standards (IFRSs) as
adopted by the European Union; and
» have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of Moneybarn No.1 Limited.(the ‘company’) which comprise:
o the statement of comprehensive income; ' '

the balance sheet; . '

the statement of changes in shareholder's equity,

the statement of cash flows; :

the statement of accounting policies; o

the financial and capital risk management report; and

the related notes 1'to 18.

The financial reporting framework that has been applied in their preparation is applicable law and International
Financial Reporting Standards (IFRSs) as adopted by the European Union. ‘

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 auditor's responsibilities for the audit

of the financial statements section of our report.

- We are independent of the company in accordance with the ethical requirements that are relevant to our audit of

the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our.other ethical -
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern : :
We are required by ISAs (UK) to report in respect of the following matters where:

e the directors’ use of the going concern basis of accounting in preparation of the financial statements is
not appropriate; or ' .

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

We have nothing to report in respect of these matters.

Other information

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

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

We have nothing to report in respect of these matters.




MONEYBARN NO.1 LIMITED
{(Company Number 04496573)

INDEPENDENT AUDITOR'’S REPORT TO THE MEMBERS OF MONEYBARN NO.1 LIMITED (CONTINUED)

Responsibilities of directors

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

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

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with 1ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at: www.frc.org. uk/aud|torsrespon3|b|ht|es This description forms part of our auditor’s
report.

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
Companies Act 2008. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s
members as a body, for our audit work, for this repoft, or for the opinions we have formed.

Report on other legal and regulatory requirements

Opinions 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 directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
+ the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.

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

'Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:
*  adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or
the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
» we have not received all the information and explanations we require for our audit.

We have nothing to.report in respect of these matters.

Mo

Matthew Perkins (Senior statutory auditor)
For and on behalf of Deloitte LLP
Statutory Auditor

Birmingham

23 March 2018




MONEYBARN NO.1 LIMITED
(Company Number 04496573)

STATEMENT OF COMPREHENSIVE INCOME

2017

_ 2016
For the year ended 31 December ' . : "~ Note £000 £'000
Revenue 1 95,526 72,623
Finance costs 2 (19,605) (18,183)
Impairment charges 3 (43,056) (16,424)
Administrative and operating costs 3 (25,442) (14,287)
Total costs ' o (88,103) (48,894)
Profit before taxation ' 3 7,423 23,729
Profit before taxation and exceptional costs ' 7 27,423 23,729
Exceptional costs _ 3 (20,000) -
Tax charge ' ' ' 4 (1,835) (6,229)
Profit and total comprehensive income for the year 5,588 17,500

Al of the above operations relate to continuing opérations. ‘




MONEYBARN NO.1 LIMITED
(Company Number 04496573)

BALANCE SHEET
: , 2017 2016
As at 31 December Note £'000 £'000
ASSETS -
Non-current assets - : ' ,
Intangible assets o ' 6 58 121
Property, plant and equipment 7 - -
Financial assets: ) ‘
- amounts receivable from customers ' ' 9 - - 282,980 - 223,269
Deferred tax assets 11 - 60 63
| ' ' ' 083,008 - 223443
Current assets ’
Financial assets: . .
- cash and cash equivalents v : B - 2,908 2,041
- trade and other receivables _ B 10 : 185 9,241
- amounts receivable from customers 9 96,667 85,438
Inventories , ' : ' 2,058 1,672
’ 101,788 98,392
Total assets ' L ' - 384,886 321,835
LIABILITIES
Current liabilities
Financial liabilities:
~-trade and other payables : ' 3 12 . (356,994) (303,248)
Provisions , . ' 13 (7,897) -
Current tax liabilities » ’ , (1,832) (6,012)
_ _ | (366,723) __ (309,260)
Total liabilities ' . : . (366,723) (309,260)
NET ASSETS , . 18,163 . 12,575
SHAREHOLDER'S EQUITY . }
Share capital : : 14 , - ‘ -
Retained earnings . 18,163 12,575
TOTAL SHAREHCLDER'S EQUITY : : 18,163 12,575

The financial statements on pages 7 to 27 were approved by the board of dlrectors on 23 March 2018 and
sngned on its behalf by:

e

S Hodgson ———_. B SDKLaw \/ \ //( . *‘\\
Director.- I Director o S - S




MONEYBARN NO.1 LIMITED

(Company Number 04496573)

STATEMENT OF CHANGES IN SHAREHOLDER'S EQUITY

" Share

- Retained .

capital  earnings Total

£'000 £'000 £'000

At 1 January 2016 _ - (4,925) (4,925)
Profit and total comprehensive income for the year - 17,500 17,500
At 31 December 2016 - 12,575 12,575
At 1 January 2017 - 12,675 12,575
Profit and total comprehensive income for the year - 5,588 5,588
At 31 December 2017 | - 18,163 18,163




MONEYBARN NO.1 LIMITED
-(Company Number 04496573)

STATEMENT OF CASH FLOWS

2017

Cash and cash equivalents at end of year

' _ 2016
For the year ended 31 December Note £'000 £'000
Cash flow from operating activities ,

- Cash generated from operations 17 2,195 1177
Tax (paid)/received (1,340) 126

" Net cash ggnerated from operating activities - 855 1,303
Cash flow from investing activities .

. Purchase of intangible assets 6 - (114)
Proceeds from disposal of property, plant and eqmpment 7 12 7
Net cash generated froml(used in) |nvest|ng3ct|V|tles 12 (107)
Net increase in cash, cash equivalents and overdrafts 867" 1,196
Cash and cash equivalents at beginning of year 2,041 845

2,908 2,041

10.




' MONEYBARN NO.1 LIMITED
{Company Number 04496573)

STATEMENT OF ACCOUNTING POLICIES

General mformatlon
The company is a private limited liability company mcorporated and domiciled in the UK. The address of its
registered office is The New Barn, Bedford Road, Petersfield, Hampshire, GU32 3LJ.

Basis of preparation

. The financial statements are prepared in accordance with IFRS adopted for use in the European Union (EU),

International Financial Reportrng Interpretations Committee (IFRIC) interpretations and the Companies Act
2006 applicable to companies reporting under IFRS.

The financial statements have been prepared on a going concern basis under the historical cost convention.
In preparing the financial statements, the directors are required to use certain critical accounting estimates
and are required to exercise judgement in the application of the company’s accounting policies.

The financial statements are presented in pounds sterlmg, WhICh is the currency of the primary economic:

~ environment in which the company operates.

Separate dlsclosure _of impairment on the face of the income statement

Historically, costs have been analysed between operating costs, administrative costs and finance costs on
the face of the income statement. Operating costs comprised impairment and acquisition costs. Given that
impairment costs comprise a significant proportion of the operating costs and due to its significance to the
company, it is considered appropriate to disclose impairment separately on the face of the income statement.
The residual operating costs, comprising acquisition costs have been mcorporated within administrative and

~ operating costs with 2016 comparatives reclassified.

Principal accountmg policies
The company’s principal accounting poI|C|es under IFRS which have been consistently applied to all the

_years presented unless otherwise stated, are set out below.

The following new standards, amendments to standarde and interpretations are mandatory and were applied
by-the company for the first time in the financial year commencing 1 January 2017:

(a) New and amended standards adopted by the company:

“There have been no new or amerided standards adopted'by the company in the financial year beginning 1

January 2017 which had a material impact on the company.

(b) New standards, amendments and interpretations issued. but not effectlve for the financial year begrnnlng
1 January 2017 and not early adopted

IFRS 9 Flnancral instruments’ is effective from 1 January 2018 and replaces |AS 39 ‘Financial instruments:
Recognition and measurement'. The standard has been applied prospectlvely and prior year comparatives
will not be restated. .

IFRS 9 prescribes: (i)'classification and measurement of financial instruments; (ii) expected loss accounting
for impairment, and (i) hedge accounting. The only area which materially affects the company is expected
loss accounting for impairment. Under this approach, impairment provisions are recognised on inception of a
loan based on the probability of default and the typical loss arising on default:

e Stage 1 — Accounts at initial recognition. The expected loss is based on a 12 month probability of
default (PD), based on historic experrence and revenue is recognised on the gross receivable before
impairment provision.

. Stage 2 — Accounts which have suffered a significant deterioration in credit. risk but have not
defaulted. The expected loss is based on a lifetime PD, based on historic experience, and recognised
on the gross receivable before impairment provision. .

11




MONEYBARN NO.1 LIMITED
(Company Number 04496573)

STATEMENT OF ACCOUNTING POLICIES (CONTINUED)

Principal accounting policies '(continued)

o Stage 3 — Accounts which have missed a payment and are in arrears. Provisions are based on
expected losses based on historic cash flows. Revenue is recognised on the net receivables after
- impairment provision. This stage is effectively the current IAS 39 treatment for impairment. -

Provisions are calculated based on an unbiased probability-weighted outcome which take into account
historic performance and considers the outlook for macro-economic conditions.

The impairment approach under IFRS 9 differs from the current incurred loss model under IAS 39 where
impairment provisions are only reflected when there is objective evidence of impairment, typically a missed -
payment. The resulting effect is that impairment provisions under IFRS 9 are recognised earlier. This will
result in a one-off adjustment to receivables, deferred tax and reserves on adoption and will result in delayed
recognition of profits. '

The company’s unaudited IFRS 9 profits in 2017 of £28.8m were ;€5.3m lower than |AS 39 profits. This reflects
the impact of the shrinkage in receivables. Profits in growing businesses tend to be lower under IFRS 9 whilst
conversely profits of shrinking business tend to'be higher. ‘

The adoption of IFRS 9 into the opening balance sheet on 1 January 2018 resultsin a reductidn in feceivables
_of £37.0m, which net of deferred tax, results in a reduction in net assets of £30.0m.

Despite the adjustments required to receivables, net assets and earnings, it is important to note that IFRS 9
only changes the timing of profits made on a loan. The company’s underwriting and scorecards will be
" unaffected by the change in accounting, the ultimate profitability of loan is the same under both IAS 39 and
IFRS 9 and more fundamentally the cash flows and capital generation over the life of a loan remain
unchanged. : ' S

IFRS 16, ‘Leases’, replaces IAS 17, ‘Leases’ and provides a model for the identification of lease arrangeménts
and the treatment in the financial statements of both lessees and lessors.

The standard distinguishes leases and service contracts on the basis of whether an identified asset is
controlled by the customer. Distinctions of operating leases and finance leases are removed for lessee
accounting and is replaced by a model where a right-of use assetand a corresponding liability are recognised

for all leases by lessees, except for short term assets and leases of low value assets. -

" The right of use asset is initially measured at cost and subsequently measured at cost less accumulated
depreciation and impairment losses, adjusted for any remeasurement of the lease liability. The lease liability
is initially measured at the present value of the lease payments that are not paid at that date. Subsequently
the lease liability is adjusted for interest and lease payments, as well as the impact of lease modifications,
amongst others.

The cIasSificaﬁon of cash flows will be also affected as-under IAS 17 operating lease payments are presented
as operating cash flows; whereas under IFRS 16, the lease payments will be split into a principal and interest
portion which will be presented as financing and operating cash flows respectively.

The company are in the process of assessing the impact of the standard and will adopt from the effective
‘date of 1 January 2019. L :

12




MONEYBARN NO.1 LIMITED
(Company Number 04496573)

STATEMENT OF ACCOUNTING POLICIES (CONTINUED)

-Revenue , . :
Hire purchase agreements to customers (conditional sale): ‘
Interest income on conditional sale contracts is recognised in the income statement for all conditional sales
using an effective interest rate method (EIR), such that a constant periodic rate of return is earned on the net

investment in the conditional sale agreements, as required by IAS 17.The EIR is the rate that discounts.

estimated future cash flows of the amount of finance provided in the conditional sale agreement back to the
present value of the amount, taking account of directly attributable incremental issue costs (broker
commissions). Under IAS 39 interest earned is reduced to reflect the impairment of receivables, and a
corresponding adjustment is made to the impairment charge. ' '

Interest and administration charges:
Interest and administration charges and other fees charged to customers arising on settlement or default-are
recognised as the event occurs and are exclusive of VAT. ‘

. Finance costs _
Finance costs principally comprise the interest on both intra-group and third party loan -arrangements, and
are recognised on an effective interest rate basis. ' \ B

Amounts receivable from customers : ’ ' :

Customer receivables are initially recognised at the amount of finance agreed with vthe customer in the -

conditional sale agreement plus directly attributable acquisition costs. After initial recognition, customer

receivables are subsequently measured at amortised cost. Amortised cost is the amount of the customer -
receivable at initial recognition less customer repayments, plus revenue earned calculated using the effective

interest rate, less deduction for impairment.

Customer balances are deemed to be impaired as soon as a customer misses one monthly. contractual

payment. Impairment is calculated as the difference between the carrying value of receivables and the -

present value of estimated future cash flows discounted at the original effective interest rate. Estimated future
cash flows are based on the historical performance of customer balances falling into different arrears stages
and are regularly assessed. : o

In addition, the company raises an incurred but not yet reported provision to cover impairment events that
have taken place but are not as yet evidenced by a missing payment.

Intangible assets :
Intangible assets, which comprises computer software, represent the costs incurred to acquire or develop the
specific software and bring it into use.

Computer software is amortised on a straight-line basis over its estimated useful economic life, which is
generally estimated to be between three and five years. ' ’ .

The residual values and economic lives of intangible assets are reviewed by management at each balance

s_heet date.

Amortisation is charged to the income statement as part of administrative costs. -
' % Method

" Software development costs N o 333 Straight line

Property, plant and equipment - ' »
Property, plant and equipment is shown at cost less subsequent depreciation and impairment.

Cost represents invoiced cost plus any other costs that are directly attributable to the acquisition of the items.
Repairs and maintenance costs are expensed as incurred.

13



" MONEYBARN NO.1 LIMITED -
(Company Number 04496573)

STATEMENT OF ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment (continued)

Depreciation is calculated to write down assets to their estimated realisable value over their useful economic
lives. The following are the principal bases used: .
o : : % ‘Method

Equipment and vehicles : - 25-42 Straight line

The residual values ahd useful economic lives of all assets are reviewed, and adested if appropriate, at each
balance sheet date. ‘

All property, plant and equipment are tested for impairment whenever events or changes in circumstances

indicate that the carrying value may not be recoverable. An impaimment loss is recognised for the amount by
which the asset's carrying value exceeds the higher of the asset's value in use or its fair value less costs to
sell. ‘ . : ‘

Gains and losses on disposal of property, plant and equipment are determined by comparing any proceeds

~ with the carrying amount of the asset and are recognised within administrative costs in the income statement.

Motor vehicles are depreciated over thé estim‘ated useful life of the asset, generally between 3 and 5 years
dependent on vehicle class and expected annual mileage. '

Depreciation is charged to the income statement as part of administrative costs.

Inventories ‘ ‘ ' : .
Inventories consist of vehicles brought back into stock after the termination of the conditional sale agreements

with customers, valued at the expected auction proceeds net of auction costs. ‘ o

Cash and cash equivalents s :
Cash and cash equivalents comprise cash at bank and in hand.

Share capital . _ .
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares are
shown in equity as a deduction, net of tax, from the proceeds. : :

Taxationi

- The tax charge represents the sum of current and deferred tax. Current tax is calculated based on taxable

profit for the year using tax rates that have been enacted or substantively enacted by the balance sheet date.
Taxable profit differs from profit before taxation as reported in the income statement because it excludes
items of income or expense that are taxable or deductible in other years and it further excludes items that are
never taxable or deductible. . - :

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts

of assets and liabilities in the financial statements and the corresponding tax bases used in the computation
of taxable profit, and is accounted for using the balance sheet liability method. :

Deferred tax is determined using tax rates (and laws) that have been enacted or substantively enacted by
the balance sheet date and are expected to apply when the related deferred tax asset is realised or the
deferred tax liability is settled. Deferred tax is also provided on temporary differences arising on investments
in subsidiaries, except where the timing of the reversal of the temporary difference is controlled by the
company and it is probable that the temporary difference will not reverse in the future. -

Deferred tax assets are reéoghiséd to the extent that it is probable that future taxable profits will be available
against which the temporary differences can be utilised.
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~ MONEYBARN NO.1 LIMITED
' (Company Number 04496573)

STATEMENT OF ACCOUNTING POLICIES (CONTINUED)

Taxation (continued) ” * :

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred tax assets and liabilities relate to income taxes
levied by the same taxation authority on either the taxable entity or different taxable entities where there is
an intention to settle the balances on a net basis. ‘ '

Provisions . _

Provisions are recognised when the company has a present obligation (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 reliable estimate can
be made of the amount of the obligation. The amount recognised as a provision is the best estimate of the
consideration required to settle the present obligation at the balance sheet date, taking into account the risks
and uncertainties surrounding the obligation. Where a provision is measured using the cash flows estimated
to settle the present obligation, its carrying amount is the present value of those cash flows (when the effect
of the time value of money is material). :

Key assumptions and estimates : o
In applying the accounting policies set out above, the company makes significant estimates and assumptions

~ that affect the reported amounts of assets and liabilities as follows:

Amounts receivable from customers : -

The company assesses whether there is objective evidence that amounts receivable from customers have
been impaired at each balance sheet date. The principal criterion for determining whether there is objective
evidence of impairment is a delinquency in contractual payments. ‘

Amounts receivable from customers are deemed to be impaired as soon as a customer misses one monthly
contractual payment. Impairment is calculated as the difference between the carrying value of receivables
and the present value of estimated future cash flows discounted at the original effective. interest rate.
Estimated future cash flows are based on the historical performance of customer balances falling into different

arrears stages and are regularly assessed. :

The company complies with the derecognition and impairment provisions of IAS39, Financiat instruments:
Recognition and measurement. '

To the extent that the net present value of estimated future cash flows differs by +/- 1%, it is estimated that
the amounts receivable from customers would be approximately £3.8m (2016: £3.1m) higher/lower.

Provision for customer restitution costs (E20m)

_ Provisions for customer restitution are established based on the following conditions being present: (i) a

present obligation (legal or constructive) has arisen as a result of a past event; (ii) payment is probable (more
likely than not); and (iii) the amount can be estimated reliably. Judgement is applied to determine whether
the criteria for establishing a provision have been met, including obtaining legal advice from the group’s
lawyers. Any provisions established are based on either: (i) the basis of any settlement agreed with the FCA,;

- (i) any future claims which may arise outside the settlement agreement reached with the FCA; and (iii) the

expected costs of administering the restitution programme.

Judgement is applied to determine the quantum of such liabilities, particularly those relating to future claims
volumes, including making assumptions regarding the number of future complaints that will be received and
the extent to which they will be upheld, average restitution payments and related administrative costs. Past
experience is used as a predictor of future expectations with management applying overlays where
necessary depending on the nature and circumstances of any restitution programme.

The total amount provided for redress represents the company's best estimate of the likely future cost.
However, a number of risks and uncertainties remain in particular with respect to future claim volumes outside
of any settlement agreed with the FCA. The cost could differ from the company’s estimates and the
assumptions underpinning them, and could result in a further provision being required.

N
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MONEYBARN NO.1 LIMITED
(Company Number 04496573)

FINANCIAL AND CAPITAL RISK MANAGEMENT

The overall financial and risk management framework is the responsibility of the board with certain
responsibilities in respect of internal control and risk management being delegated to various subcommittees
who report directly to the board. The company also operates withina group treasury framework and is subject
to group treasury policies mcIudlng counterparty, Ilqwdlty, interest rate, market and capital risk.

4An overview of the group's risk management framework can be found in the annual report and flnan0|al
‘ statements of Prowdent Fmancral plc :

(a) Credit risk .
Credit risk is the risk that the company will suffer loss in the event of a default by a customer, a bank
counterparty or the UK Government. A default occurs when the customer, bank or the UK government fails
to honour repayments as they fall due.

(|) Amounts receivable from customers
The company’s maximum exposure to credit risk on amounts receivable from customers as at 31 December
2017 is the carrying value of amounts recelvable from customers of £379.6m (2016: £308. 7m)

The board is responsible for settlng the credit policy of the company. The board meets quarterly, or more
frequently if required, and is responsible for ensuring that the approach to lending is within sound risk and
financial parameters and that key metrics are reviewed to ensure compliance with policy.

A customer's risk profile and amount of finance provided by way of conditional sales contract is evaluated at
the point of application. Historical payment patterns of customers are used to assess the applicant's potential
~ default risk and their ability to manage a specific finance amount and monthly payments. The company also

incorporates data from the applicant, such as income and employment, and data from external credit bureaux
'in assessing the customer's risk proflle

Arrears management is a comblnatlon of central letters, inbound and outbound telephony, SMS e-mail and
outsourced debt collection agency activities. Contact is made with the custorner to discuss the reasons for
non-payment and specific strategies-are employed to. support the customer in returnlng to a good standlng,
- which can rnvolve recovery of the vehicle for which the loan was placed.

{ii) Counterparty risk ,
The company’s maximum exposure to credit risk on bank counterpartles as at 31 December 2017 was £2.9m
(2016: £2.0m).

Counterparty credit risk arises as a result of cash- deposﬂs placed with banks and the use of derivative
* financial instruments with banks and other financial institutions which are used to hedge interest rate risk and
foreign exchange rate risk. Counterparty credit risk is managed by the group’s treasury committee and is
governed by a board approved counterparty policy which ensures that the group’s cash deposits and
derivative financial instruments are only made with high quality counterparties with.the level of permitted
exposure to a counterparty firmly linked to the strength of its credit rating. In addition, there is a maximum
exposure flimit for all institutions, regardless of credit rating. This is linked to the group’s regulatory capital
base in line with the group’s regulatory reporting requirements on large exposures to the Prudential
Regulation Authority (PRA).

(b) Liquidity risk

Liquidity risk is the risk that the company will have insufficient liquid resources available to fulfil its operational
plans and/or to meet its financial obligations as they fall due. The company's funding is provided by a mixture
of retained earnings and intra- -group borrowings from Prowdent Financial plc. '

Liquidity risk is managed by the group’s centrallsed treasury department through daily monitoring of expected
cash flows in accordance with a board-approved group funding and liquidity policy. This process is monitored
regularly by the group treasury committee. _ :
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MONEYBARN NO.1 LIMITED
(Company Number 04496573)

FINANCIAL AND CAPITAL RISK MANAGEMENT (CONTINUED)

(b) Liquidity risk (continued) - ‘

The group’s funding and liquidity -policy is designed to ensure that the group is able to continue to fund the
growth of the business. The group therefore maintains committed borrowing facilities and access to retail
deposit funding through its subsidiary, Vanquis Bank Limited, to meet forecast borrowing requirements,
including contractual maturities, at all times for at least the following 12 months. As at 31 December 2017,
the group’s committed borrowing facilities had a weighted -average maturity of 2.3 years (2016: 2.5 years)
and the headroom on these committed facilities amounted to £66.2m (2016: £110.2m). In addition the group
has additional funding capacity for Vanquis Bank to take retail deposits of £76.9m and cash resources held
of £34.3m. ‘ ' -

The group is less exposed than other mainstream lenders to liquidity risk as the loans issued by the Consumer
Credit Division are of short-term duration (typically around one year), whereas the group’s borrowings extend
over a number of years. - ‘

A maturity analysis of the undiscounted contractual cash flows of the group’s bank and/other borrowings,
including: derivative financial instruments settled on a net and gross basis, is set out in the annual report and
financial statements of Provident Financial plc. ' -

(c) Interest rate risk : ‘ :
Interest rate risk is the risk of a change in external interest rates which leads to an increase in the company’s
cost of borrowing. . '

The group’s expoéure to movements in interest rates is managed by the group treasury committee and is
governed by a board-approved interest rate hedging policy which forms part of the group’s treasury policies.

The group seeks to limit the net exposure to changes in sterling interest rates. This is achieved through a
combination of issuing fixed-rate debt and by the use of derivative financial instruments such as interest rate
swaps. .

A 2% rrl10vement in the i'nte.rest rate apblied to borrowings during 2017 and 2016 would not have had a

_ material impact on the group’s profit before taxation.or equity as the group’s interest rate risk was substantially

hedged. Further details of the interest rate risk management are detailed within the annual report and financial

statements of Provident Financial plc.

(d) Market risk . _ _ S
Market risk is the risk of loss due to adverse market movements caused by active trading positions taken in
interest rates, foreign exchange markets, bonds and equities. The group's policies do not permit it or the -
company to undertake position taking or trading books of this type and therefore neither it or the company
does so0. ' -

(e) Capital risk : : _ -

Capital risk is managed by the group’s centralised treasury department. The group manages capital risk by
focussing on capital efficiency and effective risk management. This takes into account the requirements of a
variety of different stakeholders including shareholders, policyholders, regulators and rating agencies. A more
detailed explanation of the management of capital risk can be found in the annual report and financial
statements of Provident Financial plc. '



MONEYBARN NO.1 LIMITED
~ (Company Number 04496573)

NOTES TO THE FINANCIAL STATEMENTS

Revenue '
2017 . 2016
v £'000 £000
Interest income _ , : 94,242 71,685
Fee income : : o . 1,284 - 938
Total revenue : . » ' : 95,526 72,623

Revenue comprises interest and fee income of £106.3m (2016: £80.7m) net of the amortisation of deferred
broker commissions of £10.8m (2016: £8.1m).

Management regard the business as one operating segment. Al revenue is from UK dperations..

Finance costs .
2017 - 2016

£'000 - £'000
Interest payable to other group undertakings - 19,605 18,183
Total finance costs » o 19605 =~ -~ 18,183
Profit before taxation . ,
2017 2016
S , £'000 £'000
Profit before taxation is stated after charging/(crediting):
Amortisation of intangible assets: ,
- computer software (note 6) , 63 95
Depreciation of property, plant and equipment (note 7) o - 9
Profit on disposal-of property, plant and equipment (note 7) (12) (7) ’
Impairment of amounts receivable from customers (note 9) 30,954 16,424
Exceptional costs. - , ' _ : 20,000 -

_ Fellow subsidiary undertakings have recharged certain administrative costs to the company of £13.7m (20186:

£12.5m) in respect of services provided.

The exceptional costs for the year are in relation to an FCA investigation into the company regarding its
processes on affordability, forbearance and settlement options. Based on the work undertaken to date and
the status of discussions with the FCA, the estimated cost of restitution and fine'is estimated to be £20.0m
of which £12.1m, comprising a gross balance reduction of £32.5m less release of impairment provisions of
£20.3m, has been reflected as a reduction in receivables and £7.9m has been reflected as a provision in the
2017 year-end balance sheet. The release of impairment provisions of £20.3m has been reflected as a credit
to impairment with the remaining estimated costs of £40.3m being reflected  within administrative and
operating costs. o : : ‘

- . , 2017 2016
Exceptional costs ] £'000 - £'000 -
Release of impairment provision as part of FCA balance reduction (20,319) -
Estimated costs of settlement of the FCA investigation ' 40,319 -
Total exceptional costs 20,000 -

Auditor's remuneration to Deloitte LLP in respect of the audit of the financial statements was £200,000 (2016:

- £49,000). Auditor's remuneration to Deloitte LLP in respect of other services was £nil (2016: £nil).
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- MONEYBARN NO.1 LIMITED
{(Company Number 04496573)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

‘4 Taxcharge

o , 2017 - 2016
Tax charge in the income statement » £'000 £'000°
Current tax Ty ; (1,832) (6,216)
Deferred tax (note 11) : : (3 (10)
Impact of change in UK tax rate (note 11) : : - (3)

Total tax charge , . ' ' ~ (1,835) (6,229)

During 2015, changes in corporation tax rates were enacted, reducing the corporation tax rate from 20% to
19% with effect from 1 April 2017 and from 19% to 18% with effect from 1 April 2020. During 2016, a further
change was enacted which further reduced the corporation tax rate from 18% to 17% with effect from 1 April
2020. Deferred tax balances as at 31 December 2017 have been measured at 17% on the basis that
temporary differences on which deferred tax has been calculated are expected to reverse after 1 Aprit 2020
(2016: 1 April 2020). In 2017, movements in the deferred tax balances have been measured at the statutory
corporation tax rate for the year of 19.25% (2016: 20.00%). A tax charge in 2017 of £nil (2016: £3,000) -
represents the income statement adjustment to deferred tax as a result of these changes. - - : :

The rate of tax charge on the brofit before taxation for the year is higher than (2016: higher than) the average

standard rate of corporation tax in the UK of 19.25% (2016: 20%). This can be reconciled as follows:

2017 2016
' _ £000° . £000
Profit before taxation : - 7,423 23,729
Profit before taxation multiplied by the average standard rate of corporation » _
tax in the UK of 19.25% (2016: 20%) . (1,429) (4,746)
Effects of: _ o
- adjustment in respect of prior years , ' (20) (1,475) .
- impact of change in UK tax rate S ’ B (3) .
- non-deductible FCA fine " : (289) -
- impact of permanent differences : ' 97) (5)
Total tax charge . : (1,835) (6,229) .

The estimated fine levied by the FCA of £1.5m included in the exceptiohal costs discussed in Note 3 is not’
tax deductible. This gives rise to an adverse impact on the tax charge of £289k (2016: £nil).

Employee information and directors' remuneration

The cohpany has no employees.

The emoluments of the directors are paid by Moneybar‘n Limited, a fellow subsidiary, which makes no specific
recharge to the company (2016: no specific recharge) in relation to the directors. It is not possible to make

an accurate apportionment of their services-in relation to the company. The emoluments of these directors
are disclosed in the financial statements of Moneybarn Limited. :
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MONEYBARN NO.1 LIMITED
(Company pany Number 04496573)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED[

Intangible assets

E Cdmputer software
2017 - 2016
£'000 £'000
Cost -
At 1 January - 357 243
Additions - - 114
At 31 December 357 357
Accumuylated amortisation ,
At 1 January , 236 141
- Charged to the income statement 63 95
At 31 December 299 236
Net book value at 31 December 58 121

Net book value at 1 January

Property, plant and equipment

121

102

" Equipment and vehicles

2017 2016
£'000 £'000
Cost .
At 1 January 92 106
Disposals (29) (13) -
At 31 December 63 92
Accumulated depreciation
-At1 January 92 96
Charged to the income statement - 9
Dlsposals (29) (13)
At 31 December 63 92
Net book value at 31 December - -
Net book value at 1 January - -9

Disposals in the year had a net book value of £nil (2016 £nii) and related proceeds of £12,000 (2016 £7,000).
The profit on d|sposals was £12,000 (2016: £7,000).
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MONEYBARN NO.1 LIMITED
(Company Number 04496573)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Financial instruments

The following table sets out the carrying value of the company’s financial assets and Iiébilities in accordance
with the categories of financial instruments set out in IAS 39. Assets and liabilities outside the scope of IAS

39 are shown within non-financial assets/liabilities:

31 December 2017

: . -Non-financial
- Loans and Amortised assets/
receivables cost liabilities Total
£'000 £'000 £000 £'000
Assets .
Cash and cash equivalents 2,908 - - 2,908
Trade and other receivables © 60 - 95 155
Amounts receivable from customers 379,647 - - 379,647
Intangible assets - - - 58 58
Deferred tax assets - - 60 60
" Inventories . - - 2,058 2,058
Total assets 382,615 - 2,271 384,886
Liabilities , _ ' ’ ,
Trade and other payables - (356,994) , - (356,994)
Provisions - - (7,897) (7,897)
Current tax liabilities - - (1,832) (1,832)
Total liabilities - (356,994) (9,729) (366,723)
31 December 2016 -
~ Non-financial
Loans and Amortised assets/
receivables cost liabilities Total
£'000 £'000 £'000 £'000
Assets .
Cash and cash equivalents 2,041 - - 2,041
Trade and other receivables 9,019 - 222 9,241
Amounts receivable from customers 308,697 - - 308,697
Intangible assets - - 121 121
Deferred tax assets - - 63 63
Inventories - - 1,672 1672
Total assets 319,757 - 2,078 _ 321,835
Liabilities ' .
Trade and other payables - (303,248) - 7 (303,248)
Current tax liabilities - - (6,012) (6,012)
Total liabilities - (303,248) (6,012)  (309,260)
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MONEYBARN NO.1 LIMITED
(Company Number 04496573)

NOTES TO THE FINANCIAL STATEMENTS jCONTINUED[ |

Amounts receivable from customers

Amounts receivable from customers are held at émortised cost and are equal to the expected future cash
flows discounted at the effective interest rate. The average effective interest rate for the year ended 31
December 2017 was 29% (2016: 29%).

Amounts from customers comprises £364.1m (2016: £297.3m) of customer receivables plus deferred broker

commissions of £15.5m (2016: £11.4m). :

S ‘ _ 2017 2016
Ageing analysis of amounts receivable from customers : £'000 £'000
" Amounts due within one year : ' _ - 96,667 85,438
Amounts due in more than one year . 282,980 223,259
Total _ ' _ 379,647 308,697
Within 1 y .
_ year 1-5 years Total
2017 _ } . £'000 £'000 £000
Future minimum lease payments » 182,484 410,603 593,087
Unearned finance income ' ‘ (85,817)  (127,623) (213,440)
Present value of minimum lease payments receivable 96,667 282,980 379,647
© Within 1 |
’ year - 1-5years .. Total
2016 : £'000- . £'000 £'000
Future minimum lease payments : : 153,878 326,766 480,644
Unearned finance income S ' (68,440) (103,507) (171,947)
Present value of minimum lease payments ,recejVabIe 85,438 223,259 - 308,697

No finance agreements entered into have a term greater than five years (2016: none over five years).
The average term of finance leases entered into during the year is 4.7 years (2016: 4.7 years). -

Vehicles are held as collateral against customer receivables until they are repaid in full. At 31 December
2017, £239.1m (2016: £217.6m) of collateral is held against the net amounts receivable from customers of
£364.1m (2016: £297.3m), representing 66% (2016: 73%) of the balance.

The credit quality of amounts receivable from customers'is as follows:

. 2017 2016
Credit quality of amounts receivable from customers £'000 £000 .
Neither past due nor impaired B 263,610 241,228
Impaired 116,037 67,469
Total ' ’ 379,647 308,697

The company has o balances past due, but not impaired, as a provision is made immediately when a balance
is in arrears. '
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MONEYBARN NO.1 LIMITED
(Company Number 04496573)

' NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Amounts receivable from customers (continued)

Imparrment is deducted from the carrying value of amounts receivable from customers by use of an allowance
account. The movement in the allowance account during the year is as follows:

Impairment allowance account : - 2017 2016

. ' _ £'000 £'000
At 1 January 34171 18,485
Charge for the year 30,954 16,424
Release of impairment provision as part of balance reduction (see note 3) (20,319) - . -
Amounts written off during the year (328) (738)
At 31 December 44,478 34171 -

Interest income of £14. 2m (2016: £10 Om) has been recognised during the year on amounts receivable from
customers which have been |mpa|red

The farr value of amounts receivable from customers is approximately £394.7m (31 December 2016:
£338.3m). Fair value has been derived by discounting expected future cash flows at the credit risk adjusted

discount rate at the balance sheet date.

Under IFRS 13. 'Fair value measurement' receivables are classed as level 3 as they are not traded on active
market and the fair value is therefore through future cashflows.

Trade and other receivables ,
' 2017 2016
Current assets £000 ' £'000
Amounts owed by fellow subsidiary undertaklngs - 9,019
Prepayments and accrued income 95 222
Other receivables including amounts due to the company for taxation and .
social security ~ 60 -

Total 155 9,241

There are no amounts past due in respect of trade and other receivables that are not impaired.

Amounts owed by fellow subsidiary undertakings are unsecured, repayable on demand and do not accrue
interest. ‘ '

The maximum exposure to credlt risk of trade and other receivables is the carrying value of each class of
receivable set out above.

There is no collateral held in respect of trade and other receivables (2016: £nil).

23




MONEYBARN NO.1 LIMITED .
(Company Number 04496573)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

11 Deferred tax

Deferred tax is calculated in full on temporary differences under the balance sheet liability method. During
2015, reductions in corporation tax rates were enacted, reducing the corporation tax rate from 20% to 19%
with effect from 1 April 2017 and from 19% to-18% with effect from 1 April 2020. During 2016, a further
change was.enacted which further reduced the corporation tax rate from 18% to 17% with effect from 1 April
2020. Deferred tax balances at 31 December 2017 have been measured at 17% (2016: 17%) on the basis
that the temporary differences on which the deferred tax has been calculated.are expected to reverse after
1 April 2020 (2015: 1 April 2020). In 2017,movements in the deferred tax balances have been measured at
the statutory corporation tax rate for the year of 19.25%(2016: 20.00%). A tax charge in 2017 of £nil. (2016:
£3,000) represents the income statement adjustment to deferred tax as a result of these changes. The
movement in the deferred tax asset during the year can be analysed as follows:

A _ - 2017 2016
Asset A - ' I ’ £000 £'000
At 1 January - ‘ 63 ' 76
Charge to the income statement S _ " (3) {10)
Impact of change in UK tax rate - : ' - - (3)
At 31 December o .60 63
Asset o o ' ' 2017

‘ . ' Accelerated
capital
allowances Total
- £000 £'000
At1 Januafy = 63 : 63
Charge to the income statement : - 3) (3)
At 31 December . , -‘ 60 - 60
Asset o _ S ‘ . 2016
' ‘Accelerated Other
capital  temporary
allowances = differences . Total
v . £'000 £000 £'000
At1 January . ' o 72 4 76
Charge/(credit) to the income statement . o (6) o 4 (10)
Impact of change in UK tax rate : S (3) - (3)
At 31 December : ' iy 63 - 83

Deferred tax is a future tax liability or asset resulting from temporary differences or timing differences between
_ the accounting value of assets and liabilities and their value for tax purposes. Deferred tax arises primarily in

respect of property, plant and equipment which is depreciated on adifferent basis for tax purposes and certain .

cost provisions for which tax deductions are only available when the costs are paid. Deferred tax assets are

recognised because it is considered probable that future taxable profits will be available against which.the
~ temporary differences can be utilised.
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MONEYBARN NO.1 LIMITED
(Comganv Number 04496573)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Trade and other payables ' ' :
2017 2016

Current liabilities = o £'000 ~ £'000
Trade payables : ' 881 290
Amounts owed to fellow subsidiary undertakings - ' 4,672 22,802
Amounts owed to ultimate parent undertaking 349,628 279,159
Accruals . 1813 997
Total ‘ ’ . ’ ' 356,994 303,248

The fair value of trade and other payables equates to their book value (2016: fair value equated to book

" value). Amounts owed to fellow subsidiary undertakings are unsecured, due for repayment in less than one

year and do not accrue interest.

Amounts owed to the ultimate parent undertaking are unsecured, due for repayment in less than one year-
and accrue interest at rates linked to LIBOR. Provident Financial pic, has confirmed its continued support for

- the company for at least the next 12 months.

13
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Provisions
B . ’ 2017 2016
Provisions ' ‘ £000 £1000
At 1 January ‘ S : - -
Created in the year ' - : 20,000 : -
Utilised in the year 12,108 oo
- Total , y ' 7897 -

Moneybarn continues to cooperate with the FCA with its ongoing investigation into affordability, forbearance

and termination options. Management's best estimate in respect of the potential liability in respect of the
investigation, based on the work of external consultants and management's own -analysis of potentially
affected customers within the areas being investigated, is estimated to be £20.0m. This comprises £12.1min

"respect of balance reductions to existing customers and £7.9m in respect of potential cash restitution,

administration costs and an FCA fine. The balance reductions of £12.1m have been applied to amounts
receivable from customers at 31 December 2017 with the remaining estimated cost of £7.9m being
recognised as a provision at 31 December 2017. .

Share capital
2017 2016

Issued and Issued and
Authorised  fully paid Authorised  fully paid

Ordinary shares o 2 2 2 2
of £1 each '

Number of shares : 2 T2 2 2

There are no sharés issued and not fully paid at the end of the year (2016: no shares).
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* MONEYBARN NO.1 LIMITED
(Company Number 04496573)

NOTES TO THE FINANCIAL STATEMENTS QCONTINUED)

15 Related party transactions

16

17

Details of the transactions between the company arid other group undertakings, which comprise management
recharges and interest charges or credits on intra-group balances, along with any balances outstanding at 31
December are set out below: ' ' o ’ '

2017

Management Interest Outstanding

- , ~recharge charge ~ balance
.Company : ‘ ' £000 £'000 £'000
Uttimate parent undertaking _ - 19,605 (349,628)

" Other subsidiaries of the ultimate parent undertaking ' 13,688 - (4,672)
2016

Management Interest Outstanding .

L - - recharge charge balance

~ Company o _ ~ £'000 £'000 £'000
Ultimate parent undertaking R _ - 18,183 (279,159)

~ Immediate parent undertakin:g ‘ ' _ : ’ - - 1,845
Other subsidiaries of the ultimate parent undertaking 12,470 - (15,628)

The directors believe that all related party transactions are on an arm’s length basis.

Contingent liabilities

The company is a guarantor in respect of: (i) borrowings made by the company's ultimate parent undertaking;

and (i) guarantees given by the company'’s ultimate parent undertaking in respect of borrowings of certain of
its subsidiaries to a maximum of £969.8m (2016: £1,019.0m). At 31 December 2017, the borrowings

~ amounted to £879.5m (2016: £908.8m).

Reconcivliation of profitl after taxation to cash generated from operations

2017 . 2016

: Note . £000 £1000
Profit after taxation : ' . , 5,588 17,500
Adjusted for: ' L :
- tax charge 4 1,835 6,229
- amortisation of intangible assets 6 63 95

- - depreciation of property, plant and equipment 7 - -9
- profit on disposal of property, plant and equipment 7 (12) (7)
Changes in operating assets and liabilities: - »
- amiounts receivable from customers ' _ (70,950) (81,792)
- trade -and other receivables ‘ 4,414 (5,477)
- inventories (386) 204
- trade and other payables : ' : 53,746 . 64,416
- provisions _ . ' : 7,897 -
Cash generated from operations ' 2,195 1,177

26




MONEYBARN NO.1 LIMITED
{Company Number 04496573)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED).

18 Parent undertaking and conti’olling ‘part'y'A

The immediate parent undertaking is Moneybarn Group Limited. The uitimate parent undertaking and
controlling party is Provident Financial plc, which is the largest and smallest group to consolidate these
financial statements. Copies of the consolidated financial statements of Provident Financial plc may be
obtained from the Company Secretary, Provident Financial plc, No.1 Godwin Street, Bradford, BD1 2SU. -
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