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ALEX REID LIMITED
DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2012

The directors present their report and the financial statements of the company for the year ended 31
December 2012

Principal activities and business review

The principal activity of the company 1s the provision of machines, machine servicing and consumable
supplies to the dry cleaning and laundry industry and no change 1s envisaged

The business made an operating loss of £150,000 before exceptionals (2011 profit of £157,000) on
revenue of £11,503,000 (2011 £12,017,000)

The company saw a reduction in turnover of 4 3% and a reduced operating profit The focus of the
company in 2012 has been on improving sales and service and on new market development which
has put it in a good position to grow both revenue and profit in 2013

Trading patterns throughout the year were inconsistent, reflecting the market pressures on the
mdependent drycleaners who represent the majorty of the company’s customers The directors
expect these pressures to continue in 2013

Principal risks and uncertainties

The company supphes machines, machine servicing and supplies to the drycleaning industry
Possible future environmental legislaton means that some existing drycleaning machines may be
required to convert to clean with more environmentally fnendly matenals than the currently used
perchloroethylene The company supplies both machines and solvents that use alternative chemical
systems and therefore the directors consider that this risk will not have a matenal impact on the
company

Other key business nsks and uncertainties affectng the company are considered to relate to
competition from both national and independent distnibutors, employee retention and product
availabilty

Results and dividends

The company’s revenue and result for the year was as follows

2012 2011
£000 £000
Revenue (net of VAT) 11,503 12,017
Operating (loss)/profit before exceptional costs (149) 157
Operating profit 2,251 167

The directors constder the financial position of the company at 31 December 2012 to be satisfactory
The directors have paid no dividends n the year (2011 nil)

The retained profit after tax for the year was £2,116,000 (2011 £1,000)




ALEX REID LIMITED
DIRECTORS’ REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2012

Directors

The directors who served during the year were
J Whttouck (appointed 5 December 2012)

A Bostoen (appointed 5 December 2012)

N J Garthwaite (appointed 5 December 2012)
J J Carmody {(appointed 5 December 2012)

D L Walker

P D Ogle (resigned 5 December 2012)

B M Humpage (resigned 5 December 2012)

Y M Monaghan (resigned 5 December 2012)

J A Talbot (resigned 5 December 2012)

Financial nsk management

The company’s operations expose It to a varnety of financia!l nsks that include the effects of changes in
credit nsk, hiquidity nsk and interest rate nsk This 1s discussed further in the Statement of Significant
Accounting Policies

Employment policies

The employment policies of the company embody the principles of equal opporturity and are tallored
to meet the needs of its business and the local area in which it operates All senior managers
undergo diversity training The involvement of employees in the performance of the business s
encouraged and efforts are made to give all employees an understanding of the financial posttion
through penodic company newsletters

The company 1s committed to providing adequate training for employees at all levels and 1s constantly
reviewing and improving its procedures

Suitable procedures are in operation to suppert the company's policy that disabled persons, whether
registered or not, shall be considered for employment and subsequent training, career development
and promotion on the basis of therr aptitudes and abilittes Where members of staff become disabled
every effort 1s made to ensure they are retrained according to their abilities

Health and safety

The board 1s aware of its responsibiities on all matters refating to health and safety of employees,
customers, visitors to company premises and others affected by the company's activities The
director responsible for health and safety advises directors and senior executives on all relevant
Issues relating to the compliance with health and safety legislation The company has clearly defined
health and safety policies which follow current best practices and meet or exceed legal requirements
in particular, these policies clearly define the company's aspirations for health and safety affairs,
including protecting the health and well betng of its employees, and ensuring that the responsibilities
of all categones of employees within the company are made clear to those concerned Health and
safety matters are an agenda item at board meetings

The policy s brought to the attention of all employees and copies of policy documents are availlable
upon request to all interested parties

A clearly defined system 1s in place to identify, assess and control any significant nsks faced by both
employees and others This 1s reviewed regularly by the company’s Health and Safety manager

The company has arrangements 1n place to consult employees regarding health and safety matters
as approprnate




ALEX REID LIMITED
DIRECTORS’ REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2012

Creditor payment policy

The company fully supports the CBI intiative on payments to supphers and has continued to apply the
prompt payment code in respect of all suppliers The main features of the code are that payments
terms are agreed at the outset of a transaction and are adhered to, that there 15 a clear and conststent
policy that bills will be paid in accordance with the contract, and that there are no alterations to
payment terrs without prior arrangement, copies of the code can be obtained from the CBlI Trade
creditor days of the company for the year ended 31 December 2012 were 55 (2011 41 days), based
on the rato of company trade payables at the end of the peniod to the amounts invoiced during the
period by trade creditors

Directors' indemnity

In accordance with the Articles of Association and to the extent permitted by the laws of England and
Wales, the directors are granted an indemnity from the company in respect of habilities incurred as a
result of their office  In respect of those maiters for which the directors may not be indemnified, the
company maintained a directors’ and officers’ liability third party insurance policy throughout the
financial year and up to the date of approval of these financial statements Neither the indemnity nor
the insurance provides cover In the event that a director 1s proven to have acted dishonestly or
fraudulently No claim was made under this provision dunng the year

Directors’ responsibilities statement

The directors are responsible for prepanng the directors’ report and the financial statements In
accordance with applicable law and regulations

Company law requires the directors to prepare financiat statements for each financial year Under
that law the directors have elected to prepare the financial statements in accordance with
International Financial Reporting Standards (IFRSs) as adepted 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 far view of the state of affarrs of the company and of the profit or loss of the
company for that penod In preparing these financial statements, the directors are required to

select suttable accounting policies and then apply them consistently,

make judgements and accounting estimates that are reasonable and prudent, and

prepare the financial statements on the going concern basis unless it 1s inappropnate to
presume that the company will continue in business

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 tme the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006 They are also responsible for safeguarding the assets of the company and
hence for taking reasonable steps for the prevention and detection of fraud and other irregulanties

Each of the directors at the date of this report confirms that

{a) so far as he 1s aware, there 1s no relevant audit nformation of which the company’s auditors
are unaware, and
{b) he has taken all the steps that he ought to have taken as a director in order to make himself

aware of any relevant audit information and to establish that the company's auditors are
aware of that information

This confirmation s given and should be interpreted in accordance with the provisions of Sectton 418
of the Companies Act 2006




ALEX REID LIMITED
DIRECTORS’ REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2012

Auditors

The auditor, Mazars LLP will be proposed for-re-appointment in accordance with Section 485 of the
Companies Act 2006

V
'I'I:jeport was approved by the board on .31’ eHQ 20132 and signed on its behalf

NJ Ga ite
Director




ALEX REID LIMITED
INDEPENDENT AUDITORS’ REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2012

We have audited the financial statements of Alex Reid Limited for the year ended 31 December 2012
which compnse the Income Statement, the Balance Sheet, the Statement of Changes in Sharehclder’
Equity, the statement of Significant Accounting Policies and the related notes The financial reporting
framework that has been applied in theirr preparation 1s applicable law and International Financial
Reporting Standards (IFRSs) as adopted by the European Union and, as regards the parent company
financial statements, as applied in accordance with the provisions of the Companies Act 2006

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 3, the directors
are responsible for the preparation of the financtal statements and for being satisfied that they give a
true and fair view

Our responsibility 1s to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board's (APB’s) Ethical Standards for Auditors This report Is
made solely to the company's members, as a body in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company's
members those matters we are required to state to them in an auditer'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 werk, for this report, or
for the opinions we have formed

Scope of the audit of the financial statements
A descniption of the scope of an audit of financial statements 1s provided on the Financial Reporting

Council's website at www frc org ukfauditscopeukpnivate

Opinion on the financial statements
In our opinion
+ the financial statements give a true and fair view of the state of the company’s affairs as at
31 December 2012 and of its profit for the year then ended,
e have been properly prepared tn accordance with IFRSs as adopted by the European
Union,
+ have been properly prepared in accordance with IFRSs as adopted by the European
Union and as applied in accordance with the provisions of the Companies Act 2006, and
« the financial statements have been prepared in accordance with the requirements of the
Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the
financial statements are prepared s consistent with the financial statements




ALEX REID LIMITED
INDEPENDENT AUDITORS’ REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2012

Matters on which we are required to report by exception
We have nothing to repoert in respect of the following matters where the Companies Act 2006 requires
us to report to you If, iIn our cpinion
» 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 financtal 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

Q’C #de

John Holroyd {Senior statutory auditor)

for and on behalf of Mazars LLP, Chartered Accountants (Statutory Auditors)

Mazars House
Gelderd Road
Gildersome
Leeds

West Yorkshire
LS27 7JN

Date | OKJ,‘I 203

—




ALEX REID LIMITED
INCOME STATEMENT

FOR THE YEAR ENDING 31 DECEMBER 2012

Revenue from continuing operations
Cost of sales

Gross profit

Other operating expenses

- Distribution costs
- Administrative expenses

Operating (loss)/profit before exceptional items
Exceptional items

- Restructuring costs

- Vacant property provision

Operating profit

Finance costs

Profit before taxation

Taxation

Profit for the year from continuing operations

All results are denved from continuing operations

Notes

Year ended Year ended
31 31
December December
2012 2011
£000 £000
11,503 12,017
(8,115) {9,103)
3,388 2,914
{913) (1,008)
(2,624) (1,749)
(3,538) (2,757)
{149) 157
3,228 -
{828)
2,251 157
(147) (147)
2.104 10
12 (9)
2116 1

The company has no recognised net income or expense for the period except as reported in the

above Income statement

The notes on pages 18 to 27 are an integral part of these financial statements




ALEX REID LIMITED
BALANCE SHEET
FOR THE YEAR ENDING 31 DECEMBER 2012

Notes
Assets
Non Current Assets
Intangible assets 8
Property, plant and equipment 9
Current assets
Inventories 10
Trade and other recetvables 1
Cash and cash equivalents
Liabilities
Current Liabilities
Trade and ather payables 12
Provisions 13

Net Current Assets/ (Liabilities)

Nonr Current Liabilities
Provisions 13
Net Assets/ (Liabiliies)

Equity

Capital and reserves attributable to the

company's equity holders

Share capital 17
Other reserves

Retained earnings

Total Equity

The notes on pages 18 to 27 are an integral part of these financial statements
statements on pages 7 to 27 were approved by the Board of Directors on 345/&,3 and signed on its
behalf by

Director

2012 2011

£000 £000
45 66
165 88
210 154
1,531 2,027
1,929 2,432
153 306
3613 4765
(1,534) (5,444)
(198) (226)
(1,731) {5,670)
1,882 (905)
(725) -
1,367 (751)
192 192

81 79
1,094 (1,022)
1,367 {751)
The financial




ALEX REID LIMITED

STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY

FOR THE YEAR ENDING 31 DECEMBER 2012

Statement of changes in shareholders equity

Share Other Retained Total Equity
Capital Reserves Earnings
£000 £000 £000 £000
Balance at 1 January 2011 192 77 (1,023) (754)
Share option costs — value of employee - 2 - 2
services
Profit for the year 1 1
Balance at 31 December 2011 192 79 (1,022) (751)
Balance at 1 January 2012 192 79 (1,022) (751)
Share option costs - value of employee - 2 - 2
Services
Profit for the year - - 2,116 2,116
Balance at 31 December 2012 192 81 1,094 1,367

At the balance sheet date, other reserves include capital redemption reserve of £63,000 and share
option reserve of £18,000 (2011 capital redemption reserve £63,000 and share option reserve of

£16,000)




ALEX REID LIMITED
STATEMENT OF CASHFLOWS
FOR THE YEAR ENDED 31 DECEMBER 2012

Cashflows from operating activities

Notes
Profit/({loss) before taxation
Adjustments for
Finance expense 6
Depreciation and amortisation 2
(Increase)/decrease in iInventories
(Increase)/decrease in trade and other receivables
Increase/{decrease) in trade and other payables
(Profit)/loss on sale of property, plant and equipment 2

Share based payment

{Decrease)/increase in provisions

Cash generated from operations

Interest paid

Net cashflows generated from operating activities

Cashflows from investing activities

Purchase of intangible assets

Proceeds from sale of property, plant and equipment
Purchase of property, plant and equipment

Net cash used In investing activities

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

Year ended Year ended

31 December 31 December

2012 2011

£000 £000

2,116 10

147 147

74 68

496 (561)

502 (18)

(3,910) 1,001

- (2)

2 2

697 {219)

124 428
{147) {133)

{23) 295

(24) (1)

0 2

{106) (12)

{130) {11)

(153) 284

306 22

153 306

-10-




ALEX REID LIMITED
STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES
FOR THE YEAR ENDED 31 DECEMBER 2012

Basis of Preparation

Alex Reid Limited 1s a company imited by shares, incorperated in England and domiciled in the UK The
company's registered number 1s 01025547 The address of its registered office 15 Rutland Street,
Bradford, West Yorkshire BD4 7EA

The pnneipal accounting policies applied in the preparation of this financial report are set out below
These policies have been consistently applied to the information presented, unless otherwise stated

The financial statements of Alex Reid Limited have been prepared in accordance with International
Financial Reporting Standards (IFRS) as adopted by the European Union, Internaticnal Financial
Reporting Interpretations Committee (IFRIC) Interpretations and the Companies Act 2006 applicable to
companies reporting under IFRS The financial statements have been prepared under the histonical cost
convention, as modified by the revaluation of financial assets and financial liabihhes (including derivative
Instruments) at fair value through profit or loss

The preparation of financial statements in conformity with IFRS requires the use of certain cntical
accounting estimates It also requires management to exercise its judgement in the process of applying
the Company’s accounting policies The areas involving a higher degree of judgement complexity, or
areas where assumptions and estimates are significant to the consolidated financial statements, are
disclosed below In the section entitled ‘Cnitical accounting estimates and assumptions’

Changes 1n accounting policy and disclosures
(a) New and amended standards adopted by the company

There are no new IFRSs or IFRIC interpretations that are effective for the first tme for the financial year
beginning on or after 1 January 2012 that would be expected to have a materal impact on the company

{b) Standards, amendments and interpretations to existing standards that are not yet
effective and have not been early adopted by the company

The following standards have been published and are mandatory for accounting periods beginning on or
after 1 January 2013 but have not been early adopted by the company

IFRS 9 ‘Financial Instruments’

This standard 1s the first step 1in the process to replace IAS 39, ‘Financial Instruments recognition and
meansurement’ IFRS 9 introduces new requirements for classifying and measuring financial assets
The standard I1s not applicable untit 1 January 2013 but 1s available for early adoption This standard has
yet to be endorsed by the European Union It s not expected to have a material impact on the company
financial statements

IFRS 10 ‘Consolidated Financial Statements’
The objective of IFRS 10 s to establish principles for the presentation and preparation of consolidated

financial statements when an entity controls one or more other entities to present consolidated financial
statements This standard wil have no impact on the company

<11 -



ALEX REID LIMITED
STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES Continued
FOR THE YEAR ENDED 31 DECEMBER 2012

IFRS 11 ‘Joint Arrangements’

IFRS 11 1s a more realistic reflection of joint arrangements by focusing on the rnights and obligations of
the arrangement rather than the legal form As the company has neither joint operations or joint
ventures this standard will have no impact on the company

IFRS 12 ‘Disclosures of interests in other entities’

IFRS 12 includes the disclosure requirements for all forms of interests in other entities, meluding jont
arrangements, associates, special purpose vehicles and other off balance sheet vehicles This standard
15 not expected to have a matenal impact on the company

IFRS 13 ‘Fair Value Measurement’

IFRS 13 aims to provide consistency and reduce the complexity by providing a precise definition of fair
value and a single source of fair value measurement and disclosure requirements for use across IFRSs
This standard 1s not expected to have a matenal impact on the company

Amendments to 1AS 19 ‘Employee Benefits’

This amendment changes the method of calculation of finance costs relating to Employee Benefits The
company does not have any defined benefit pension schemes hence the IAS 19 amendments will have
no impact on the company

There are no other IFRSs or IFRIC interpretations that are not yet effective that would be expected to
have a matenal impact on the company

Critical accounting estimates and assumptions

Estimates and judgements are continually evaluated and are based on histoncal expenence and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances

The company makes estimates and assumptions concerning the future The resulting accounting
estimates will, by definition, seldom equal the related actual results The estimates and assumptions
that have a significant nsk of causing a matenal adjustment to the carrying amounts of assets and
habities within the next financial year are discussed below

{a) Incore taxes

The company 1S subject to income taxes Significant judgement 1s required In determining the
provision for income taxes There are many transactions and calculations for which the ultimate
tax determination 1s uncertain during the ardinary course of business The company recognises
habiiites for anticipated tax 1ssues based on estimates of whether additional taxes will be due
Where the final tax outcome of these matters 1s difference from the amounts that were initaily
recorded, such differences will iImpact the income tax and deferred tax provisions in the period in
which such deterrmination 1s made

{b) Onerous leases and difapidation costs
The company makes provision for the anticipated net costs of onerous leases and dilapidations

The timing of these provisions comncides with the commitment to a formal plan of action or, If
earher, on divestment or on closure of inactive sites

-12-



ALEX REID LIMITED
STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES Continued
FOR THE YEAR ENDED 31 DECEMBER 2012

Forward looking statements
The terms ‘expect’, ‘'should be’, 1s likely to’ and similar expressions identify forward looking statements

Although the Board believes that the expectations reflected in these forward looking statements are
reasonable, such statements are subject to a number of nsks and uncertainties and actual results and
events could differ matenally from those currently expressed or implied in such forward looking
statements

Factors which may cause future outcomes to differ from those foreseen in forward looking statements
include, but are not limited to general economic conditions and business conditions in the company’s
markets, exchange and interest rate fiuctuations, customers’ and clients’ acceptance of its products and
services, the actions of competitors, and legislative, fiscal and regulatory developments

Revenue recognition

Revenue represents the fair value of consideration received or receivable for the sale of goods and
services supplied n the ordinary course of the company’s activities and 1s stated exclusive of VAT,
similar taxes, discounts, rebates and after elminating sales with the company The company recognises
revenue when the amount of revenue can be rehably measured and it 1s probable that future economic
penefits will flow to the entity

Interest recevable on bank deposits and other items 1s included wathin finance income
Exceptional items

items that are matenal in size and non-operating or non-recurring in nature are presented as exceptional
items in the Income Statement, within the relevant account heading The directors are of the opirion
that the separate recording of exceptional stems provides helpful information about the company's
underlying business performance Events which may give nise to the classification of items as
exceptional include, but are note restricted to, restructunng of businesses and the anticipated net costs
of onerous leases on non-trading properties and for dilapidations and environmental clean up costs

Employee benefits
{1 Retirement benefits

The company operates two pension schemes The schemes are funded through payments to insurance
companies or trustee-administered funds Both schemes are defined contnbution plans

A defined contribution plan s a pension plan under which the company pays fixed contributions into a
separate entity The company has no legal or constructive obligations to pay further contributions If the
fund does not hold sufficient assets to pay all employees the benefits relating to employee service in the
current and prior pertods

The company pays contnbutions to publicly or privately admimistered pension insurance plans on a
mandatory, contractual or voluntary basis The company has no further payment obligations once the
contnbutions have been paid The contributions are recognised as an employee benefit expense when
they are due

-13-




ALEX REID LIMITED
STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES Continued
FOR THE YEAR ENDED 31 DECEMBER 2012

(n) Share-based compensation

The former parent company, Johnson Service Group ple, operates vanous equity-settled share-based
compensation plans to which Alex Reid Limited employees were entitled to jon  The economic cost of
awarding shares and share options to employees I1s recognised as an expense in the Income Statement
equivalent to the fair value of the benefit awarded The fair value 1s determined by reference to option
pricing models, principally Binomial and Monte Carlo models The fair value of the award I1s recognised
in the Income Statement over the vesting penod of the award At each balance sheet date, the parent
company revises its estimate of the number of options that are expected to become exercisable  Any
revision to the criginal estimate 1s reflected in the Income Statement with a corresponding adjustment to
equity iImmediately to the extent it relates to past service and the remainder over the rest of the vesting
penod

{m) Bonus plans

The company recognises an expense and a lability for bonuses based on the profit as appropnate and
other pre-determined performance cniteria

{w) Termnation benefits

Termmnation benefits are payable when employment 1s terminated by the company before the normal
retirement date, or whenever an employee accepts voluntary redundancy in exchange for these benefits
The company recognises termination benefits when it is demonstrably committed to the termination of
the employment of current employees according to a detail formal plan without possibility of withdrawal

Intangible Assets
Capitalised software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and
bring to use the specific software, and are included on the balance sheet within intangible assets Costs
are amortised, once commissioned, over their estimated useful lives (4 — 10 years)

Costs associated with the general development and maintenance of computer software programs are
recognised as an expense as incurred Costs that are directly associated with the production of
identifiable and unique scoftware products controlled by the company, and that will probably generate
economic benefits exceeding costs beyond one year are recognised as intangible assets Direct costs
include the costs of employees involved In software development and an approprtate portion of relevant
overheads

Computer software development costs recogrised as assets are amortised cver ther estimated useful
lives (not exceeding 10 years) Amortisation of computer software 1s charged to operating profit before
intangibles amortisation and imparrment {excluding software) and exceptional items

Property, plant and equipment

Property plant and equipment 1s stated at cost, less depreciation which I1s calculated to wiite off these
assets, by equal annual instalments over their estimated useful ives Cost includes expenditure which I1s
directly attnbutable to the acquisition of the asset The estimated Ife of plant and fixtures 1s two to fifteen
years and of vehicles (included within plant and equipment) four to five years Improvements to short
leasehold properties are amortised over the shorter of the terms of the leases and therr useful Iife  The
residual values and useful lives of assets are reviewed, and adjusted If appropriate, at each balance
sheet date

.14 -



ALEX REID LIMITED
STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES Continued
FOR THE YEAR ENDED 31 DECEMBER 2012

Subsequent costs are included in the asset's carrying amount or recogrised as a separate asset, as
appropnate, only when it 1s possible that future economic benefits associated with the item will flow to
the company and the cost of the item can be measured reliably The carrying amount of the replaced
part 1s derecognised All other repairs and maintenance costs are charged to the income statement
duning the financial pertod tin which they are incurred

No depreciation is provided for assets under the course of construction until they are completed and put
in use as management intended

Gains and losses on disposals are determined by comparing the net proceeds with the carrying amount
and are recogrised within the Income Statement

Leased assets

Leases n which a significant portion of the nisks and rewards of ownership are retained by the lessor are
classified as operating leases Rentals payable in respect of operating leases (net of any incentives
received from the lessor) are charged to the Income Statement on a straight line basis over the lease
term

Where assets are financed by leasing or hire purchase arrangements which give rights approximating to
ownership, the assets are treated as if they had been purchased cutright and are capitalised at their far
value at the date of inception of the lease The capitat element of outstanding lease or hire purchase
commitments Is treated as a liability and disclosed as cbligations under finance agreements Interest I1s
allocated to the Income Statement over the period of the lease or hire purchase agreement and
represents a constant proportion of the outstanding commitment

Inventories

Stocks of goods for resale are valued at the lower of cost and net realisable value Cost 1s stated on a
first In first out basis and comprises Invoiced cost In respect of the purchase of finished goods and
materals and direct transportation costs It excludes borrowing costs Net realisable value 1s the
estimated selling price in the ordinary course of business, less applicable vanable seling expense
Provision 1s made for obsolete, defective and slow moving stock

Trade receivables

Trade recevables are recognised imtially at fair value and subsequently measured at amortised cost
using the effective interest method, less provision for impairment

A provision for impairrment of trade receivables 1s established when there I1s objective evidence that the
company will not be able to coliect all amounts due according to the onginal terms of the recevables
Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial
reorganisation, and default or delinguency in payments are considered indicators that the trade
recewvable 1s impaired The amount of the provision 1s the difference between the carrying amount and
the present value of estimated future cashflows of the asset, discounted at the onginal effective interest
rate The carrying amount of the asset 1s reduced through the use of an allowance account, and the
amount of the loss 1s recognised in the Income Statement within ‘administration costs' When a trade
receivable s uncollectable, 1t 1s written off agamnst the allowance account for trade recewvables
Subsequent recoveries of amounts previously wnitten off are credited against ‘administration costs’ in the
Income Statement

-15-



ALEX REID LIMITED
STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES Continued
FOR THE YEAR ENDED 31 DECEMBER 2012

Cash and cash equivalents
Cash and cash equivalents in the balance sheet comprise cash at bank and in hand

For the purpose of the Statement of Cashflows, cash and cash equivalents consist of cash and cash
equivalents as defined above, net of outstanding bank overdrafts

Trade payables

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using
the effective interest method Trade payables are non interest bearing

Provisions

Provisions are recognised when the company has a present obligation (legal or constructive) as a result
of a past event, it 15 probable that an outflow of resources embodying economic benefits will be required
to settle the obhgation and a reliable esttmate can be made of the amount of cbligation  Prowvision 1s not
made for future operating losses

Property

Provision 15 made for the antcipated net costs of onerous leases on non-trading properties and for
dilapidations  Generally, the timing of these provisions coincides with the commitment to a formal plan
of action or, If earlier, on divestment or on closure of inactive sites The provision will be utiised by the
payment of annual costs, sheortfalls on sub-tenanted property, expenses of early termmation and
dilapidations

Taxation

Current tax

Current tax assets and liabilities for the current and pricr periods are measured at the amount expected
to be recovered from or paid to the tax authorties The tax rates and tax laws used to compute the
amount are those that are enacted or substantively enacted by the balance sheet date

Deferred tax

Deferred tax s provided in full, using the liabiity method, on temporary differences ansing between the
tax bases of assets and labilities and therr carrying amounts in the financial statements Deferred tax 1s
not accounted for iIf it anses from initial recogrition of an asset or hability in a transaction, other than a
business combination, that at the time of the transaction affects neither accounting nor taxable profit or
loss Deferred tax 1s determined using tax rates (and laws) that have been enacted or substantially
enacted by the balance sheet date and that are expected to apply when the related deferred tax asset 1s
realised or the deferred tax hability 15 settled

Deferred income tax assets are recognised to the extent that it 1s possible that future taxable profit will
be available against which the temporary differences can be utiised

Foreign currency translation

The financral statements are presented in sterling, which 1s the functional and presentational currency of
the company

Foreign currency transactions are translated into the functional currency using the exchange rates
prevaiing at the dates of the transactions Foreign exchange gamns and losses resulting from the
settlement of such transactions and from the translation at year end exchange rates of monetary assets
and habihttes denominated in foreign currencies are recognised in the Income Statement, except where
deferred in equity as qualifying cashflow hedges, or where hedge accounting 1s applied, as explained
below
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ALEX REID LIMITED
STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES Continued
FOR THE YEAR ENDED 31 DECEMBER 2012

Dividend distribution

Dividends to holders of equity instruments declared after the balance sheet date are not recognised as a
llabiity as at the balance sheet date Final dividend distrnbutions to the company's shareholders are
recognised in the company’s financial statements in the penod in which the dividends are approved by
the company's shareholders intenm dividends are recognised when paid

Share capital

Ordinary shares are classified as equity Incremental costs directly attnbutable to the issue of new
shares or options are shown In equity as a deductron, net of tax, from the proceeds

Financial risk management

The company's operations expose it to a variety of financial nsks that include the effects of changes in
credit nsk, hquidity risk, pnce nisk and interest rate nsk  The company I1s a wholly owned subsidiary of
Christeyns UK Limited, which manages the nisk related to interest and exchange rate fluctuations on its
behalf

The company obtains its financing through intra group loan arrangements on which no interest accrues
Loans to or from the parent company are repayable by the borrower within one year and are classed as
current assets or habiities

The company does not use denvative financial instruments to manage interest rate costs and, as such,
no hedge accounting I1s applied

Credit risk

The company has implemented policies that require appropriate credit checks on potential customers
before sales are made The amount of exposure to any individual customer i1s subject to a imit, which is
regularly reassessed by the board

Liquidity risk

The company obtains funding from its parent company, which has commutted bank facilities avaiiable to
provide continuity of funding

Price risk

The company trades in competitive markets where new entrants may undercut the company’s prices to
obtain competitive advantage In general new entrants can only maintain below cost pricing for a short
period of time before either increasing prices or ceasing to trade The company monitors pricing by
competitors in the industry and ensures competitive pricing 1s maintained that ensures the viability of the
business

Interest rate cashflow risk

The company has an interest beanng liabiity Interest beanng habilities include loans from the parent
company, at variable rates of interest

Foreign currency risk

Some overseas trade I1s undertaken by the company There were no forward exchange contracts in place
at 31 December 2012 (2011 nil)
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ALEX REID LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

1 Segmental analysis
The company had only one class of business in the United Kingdom, as in previous years The
analysis of revenue and loss before taxation by class of business and geographical location has,
therefore, not been given

2 Operating Profit

Operating profit 1s stated after charging/{(crediting)

2012 2011
£000 £000
Depreciation of tangible fixed assets
- owned property, plant and equipment 29 27
Profit on sale of tangible fixed assets
- motor vehicles - (2)
Amortisation of intangible assets (software) 45 41
Operating lease payments
- plant and equipment 174 251
- bulldings 170 335
- sublet iIncome (3) (18)
Auditor's remuneration
Fees payable to the company’s auditor for the audit of the
company’s annual accounts 20 22
Fees payable to the company’s auditor for other services
- services relating to taxation 5 5
- all other non-audit services not mentioned above 4 -
3 Employee benefit expense
2012 2011
£000 £000
Staff costs during the year were as follows
Wages and salaries 1,892 1,842
Social secunty costs 194 185
Cost of employee share schemes 2 2
Pension costs — defined contnbution plans (Note 15) 27 24
Contnbutions to private healthcare scheme 4 6
Total 2,092 2,068
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ALEX REID LIMITED
NOTES TO THE FINANCIAL STATEMENTS Continued
FOR THE YEAR ENDED 31 DECEMBER 2012

The average number of persons (including directors) employed by the company during the year

was
2012 2011
No No
Full-ime 54 66
Part-time 3 2
Total 67 68
4 Director’'s emoluments

Key rmanagement personnel are represented by the Board of Directors and their aggregate
emoluments are as follows -

2012 2011
£000 £000
Aggregate emoluments (excluding employer's pension
contnibutions but including bonuses and benefits in kind 138 g8
Total 138 88

During the year no directors exercised share options (2011 nil}
Directors are regarded as the key management of the company

At 31 December 2012, no directors (2011 nif} had benefits accruing to them under any defined
benefit pension scheme

Highest paid director:

2012 2011

£000 £000
Aggregate emoluments (excluding employer’'s pension
contributions but including bonuses earned and benefits In kind) 138 88
Total 138 88

5 Exceptional items

2012 2011

£000 £000
Vacant property provision (828) -
Debt due to Group undertakings written off 3,228 -
Total 2,400 -

Exceptional costs were incurred as a result of the change in ownership during the year
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ALEX REID LIMITED
NOTES TO THE FINANCIAL STATEMENTS Continued
FOR THE YEAR ENDED 31 DECEMBER 2012

7 Taxation

6 Finance costs
2012 2011
£000 £000
Interest payable on loan from parent company {(147) (147)
Net finance costs (147) (147)
2012 2011
£000 £000
Current tax credit
UK corporation tax credit for the year at 24 5% (2011 26 5%) - -
Adjustment in relation to previous year - (61)
Current tax credit for the year - (61)
Deferred tax expense
Ongination and reversal of temporary differences (6) 12
Adjustment in relation to previous years (6) 58
Deferred tax (credity/charge for the year (12) 70
Total charge/(credit} for taxation included in the income statement (12) 9

The tax charge for the year is higher (2011 higher) than the standard rate of corporation tax in

the UK The differences are explained below

2012 2011
£000 £000
Profit/(loss) before taxation per the income statement 2,116 10
Profit/(loss) before taxation multiphed by the standard rate of
Corporation tax in the UK of 24 5% (2011 26 5%) 518 3
Factors affecting taxation charge for the year
Tax effect of expenses not deductible for tax purposes 281 5
Tax effect of Income not allowable for tax purposes {817) -
Reduction in deferred tax due to rate change - 4
Adjustment m relation to previous years 6 {3)
Total tax chargef(credit}) for the year (12) 9

The income tax expense for the year 1s based on the effective United Kingdom statutory rate of
Corporation Tax for the penod of 24 5% (2011 26 5%) The rate of Corporation Tax in the UK
reduced from 28% to 26% on 1 April 2011 and to 24% on 1 Apnl 2012 The impact of the
change In tax rate of 2% has been reflected in the measurement of deferred tax balances The
effect of these changes on the Income Statement charge in the year had been a reduced charge
of £nil

The main rate 1s proposed to reduce by 1% per year to 22% by 1 Apnl 2014 These reductions
are expected to be introduced in the future finance bills for each annual reduction and hence
have not been reflected in the measurement of deferred tax balances The effect of these
changes to be enacted in future finance bills 1s currently being evaluated by the company,
however, the impact on the deferred tax balances due to the decreased Corporation Tax rates 1s
not expected to be matenal
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ALEX REID LIMITED

NOTES TO THE FINANCIAL STATEMENTS Continued
FOR THE YEAR ENDED 31 DECEMBER 2012

Intangible assets

Cost

At 31 December 2010
Additions

At 31 December 2011
Additions

At 31 December 2012

Accumulated amortisation
At 31 December 2010
Charged during the year

At 31 December 2011
Charged during the year

At 31 December 2012

Carrying Amount

At 31 December 2010

At 31 December 2011

At 31 December 2012

Property, plant and equipment

Cost
At 31 December 2010

Additions
Disposals
At 31 December 2011

Additions
Disposals
At 31 December 2012

Accumulated depreciation and impairment
At 31 December 2010

Charged durning the year
Ehlminated on disposals
At 31 December 2011

Charged duning the year
Eliminated on disposals
At 31 December 2012

Carrying amount

At 31 December 2010
At 31 December 2011
At 31 December 2012

Computer
software
£000

161
4
162
24
186

55
41
96
45
141

106
66
45

Plant and
Equipment
£000

441

12
(9)

444

106

550

338

27
(9)

356

29

385

103

165
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ALEX REID LIMITED
NOTES TO THE FINANCIAL STATEMENTS Continued
FOR THE YEAR ENDED 31 DECEMBER 2012

10

11

Inventories

Goods for resale

The movement In the carrying value of inventones dunng the year
Is as follows

Opening inventories

Purchases

Amounts transferred to cost of sales
Provision utiised during the year
Provision charged during the year

Trade and other receivables

Amounts falling due within one year
Trade recewvables

Less provision for doubtful debts

Net trade receivables

Recewvables from group undertakings
Prepayments and accrued income
Total

Amounts due from group undertakings detalled above represent trade balances which are

2012 2011
£000 £000
1,531 2,027
2012 2011
£000 £000
2,207 1,466
8,117 8,456

(8,793) (7,895)
1,531 2,027
2012 2011
£000 £000
1,849 2,047
(121) (76)
1,728 1,971

- 349
201 112
1,929 2,432

unsecured, interest free and due for payment within the contracted terms of sale

The histoncal level of customer default 1s minimal and as a result the ‘credit qualty’ of year end
trade recevables which are not past due 1s considered to be high Trade and other receivables
which are less than three months past due are not considered \mpaired Trade and other
recewvables greater than three months past due are considered for recoverability, and, where
appropriate, a provision against bad debt s recognised Company receivables from related
parties are not past due or impaired The carrying amounts of the company’s trade and other

receivables on the balance sheet are denominated in Sterling {2011 Sterling)
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ALEX REID LIMITED
NOTES TO THE FINANCIAL STATEMENTS Continued
FOR THE YEAR ENDED 31 DECEMBER 2012

IAS 32, ‘Financial Instruments Presentation’, IAS 39, ‘Financial Instruments Recognition and
Measurement' and IFRS 7, ‘Financial Instruments Disclosures’ require further numencal
disclosures in respect of financial assets, and these are set out below

2012 2011
Gross Provisi Net Gross Provision Net
on
£000 £000 £000 £000 £000 £000
Trade and other
recevables
-Notyetdue and 1,692 97 1,595 2,097 8 2,089
up to 3 months
overdue
- 3 to 6 months 167 24 133 173 11 162
past due
-6 t0 12 months 201 - 201 201 21 180
past due
- Over 12 months - - - 37 36 1
past due
2,050 121 1,929 2,508 76 2,432

The overdue aging profile above 1s typical of the industry in which the company operates Given
this and the recognised slow payment history the above amounts are considered recoverable

Total trade recetvables are stated net of the following impairment provision

2012 2011

£000 £000
At 1 January 76 a0
Provisions for receivables impairment 122 23
Released dunng the year - (18)
Receiwvables written off in the year as uncollectable {(77) {21)
At 31 December 121 76

The creation and release of provision for impared recewvables have been included In
‘Administrative expenses’ in the Income Statement Amounts charged to the allowance account
are generally wntten off when there 1s no expectation of recovering additional cash

The maximum exposure to credit nsk of the reporting data 1s the far value of each class of
receivable The company does not hold any collateral as security
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ALEX REID LIMITED
NOTES TO THE FINANCIAL STATEMENTS Continued
FOR THE YEAR ENDED 31 DECEMBER 2012

12 Trade and other payables

2012 2011

£000 £000
Amounts falling due in less than one year
Trade payables 984 1,585
Payables to group undertakings - 14
Payable to Group undertakings 266 3,662
Other payables and deferred income 7 -
Other tax and social secunty 197 64
Accruals 80 119
Total 1,534 5,444

The amounts due to other group companies are unsecured, repayable on demand and attract
interest inked to the base rate

13 Provisions
Property
£000
At 1 January 2012 226
Additional provision in the year 923
Utihsed during the year (226)
At 31 December 2012 923

The provision Includes onerous lease commitments for leases which expire in 2020, with a break
clause in 2015

2012 2011
£000 £000
Analysis of total provisions
Current 198 226
Non-current 725 -
Total 923 226
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ALEX REID LIMITED
NOTES TO THE FINANCIAL STATEMENTS Continued
FOR THE YEAR ENDED 31 DECEMBER 2012

14

15

16

Deferred taxation

Deferred tax 15 calculated m full on temporary differences under the liabiity method using a tax
rate of 22% (2011 25%)

Deferred Deferred
tax assets  tax assets
2012 2011
£000 £000
Recognised deferred tax balances in respect of
Accelerated capital allowances 12 -

The following provides a reconciliation of the movement in each of the major deferred tax assets

Accelerated

capital

allowances

£000

At 1 January 2012 -
Charge to income 12
At 31 December 2012 12

Retirement benefits
Pensions

Defined contribution scheme

During the year the company operated defined contribution pension schemes The assets of the
schemes are held separately from those of the company in an independently administered fund
The pension cost charge represents contributions payable by the company to the fund and
amounted to £27,000 (2011 24,000) Contributions totalling £500 (2011 £40,000) were payable
to the fund at the balance sheet date and are included in creditors

Contingent habilities

At 31 December 2012 there were no contingent habilities (2011 Nil)
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ALEX REID LIMITED
NOTES TO THE FINANCIAL STATEMENTS Continued
FOR THE YEAR ENDED 31 DECEMBER 2012

17

18

19

Called-up share capital
Shares 2012 Shares 2011
£000 £000
Issued and fully paid
192,000 ordinary shares of £1
each
At start and end of year 192,000 192 192,000 192

Financial commitments

Capital expenditure

There are no orders placed for future financial expenditure contracted but not provided for in the

financial statements at the balance sheet date (2011 nil)

Revenue expenditure

Total future minimum lease payments under non-cancellable operating leases are as follows

Land and buildings

- within one year

- between two and five years
- in five years or more

Total

Plant and equipment

- within one year

- between two and five years
Total

Related party transactions

2012 2011
£000 £000
288 322
528 1,125
10 841
826 2,288
2012 2011
£000 £000
85 204
131 198
216 402

The company has a related party relationship with its parent company, other group undertakings

and with s directors and executive officers
between these related parties are disclosed below

Transactions with parent company
Costs recharged to parent company
Costs recharge from parent company
Amounts due to parent company
Interest payable to parent company

2012

£000

Transactions during the year and balances

2011

£000
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19

20

21

Related party transactions continued

2012 2011
£000 £000
Transactions with other group undertakings
Sales to other group undertakings 3,076 3,672
Costs recharged from other group undertakings 15 35
Amounts due from other group undertakings - 349

Amounts due to other group undertakings - -

There were no transactions with directors and executive officers, other than emoluments for
services (note 4}

Share-based payments

Certain employees of the company hold options in respect of potential Issues of ordinary shares
of 10p each in Johnson Service Group plc, the parent company, granted pursuant to the
Johnson Group Savings Related Share Option Scheme and the Johnson Service Group
Sharesave Plan (together referred to as ‘SAYE' schemes) at prices ranging from 16 0p to
3350p

SAYE Schemes

The Johnson Group Savings Related Share Option Scheme prowides for an exercise price equal
to the average of the quoted mid market pnice of Johnson Service Group plc shares on the three
business days immediately preceding the date of grant, less a discount of up to 20% The
Johnson Service Group Sharesave Plan provides for an exercise price equal to the quoted
closing mid-market prnice of the company shares on the business day immediately preceding the
date of grant, less a discount of up to 20% The vesting perod under both schemes 15 either
three or five years and no performance conditions are attached to the options

Cost of schemes

The fair value 1s measured at the date of grant and spread over the vesting period of the options
The farr value options awarded to employees 1s determined by reference to option pricing
models, principally Binomial for SAYE schemes and Monte Carlo models for all other schemes
Details of the assumptions used in the calculation of the fair values of the awards, together with
details of the inputs into the Binomial and Monte Cario models are set out in note 29 of the
Annual Report of Johnson Service Group plc

Details of the number of shares subject to options under each scheme which were outstanding
at 31 December 2011, the periods in which they were granted and the periods in which they may
be exercised are set out In note 28 to the Annual Report of Johnson Service Group plc

During the year the company recognised total expenses of £2,000 (2011 £2,000) in relation to
equity settled share based payment transactions

Ultimate parent company

On 4 December 2012 Chrsteyns UK Limited, a company registered in England and Wales,
acquired 100% of the share capital of the company

The company’s ultimate parent company i1s Algimo NV, a company registered in Belgium
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