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Naim Audio Limited

Group Strategic Report
For the Year Ended 31 December 2019

Introduction

The principal activity of the company continued to be that of the design, manufacture and sale of world leading
high definition audio equ|pment which for over 45 years has been enjoyed across the globe.

On the 11th of Decemiber 2019, Vervent Audlo Group, Naim’s parent Company, changed ownership. Alpha Group,
an independent Pan-European Private Equity Firm specuallzed in mid-market buyouts took a majority stake of the
Group alongside management X

- Business review

The directors are able to report that net sales turnover has grown 6% to £31.1m and that the group has
generated post-tax profits of £2,447k (2018: £875k). The domestic home market of the UK saw turnover of just
under £13m (2018: £11m) with Export sales equating to just under £19m (2018: £19m).

Underpinning this success, the business continues with major investment in existing product platforms and
significant investment in research and development in new products and platforms. The current product range
. continues winning awards and consumer demand remains ever strong, with the launch of the Mu-So 2nd
Generation family, as well as two new amplifier products, the NAIT XS3 and Supernaut 3, and a number of software
and application developments in 2019.

Service and repair

Naim- continues to support products from our-Salisbury home, that our faithful customers utilise to care after their
equipment with the same heritage and attention to detail and care that was used when the product was built,
sometimes by the very same loyal Naim staff hands who had built it initially. Our service and repair business i is the
back-room team in the front-line of trying to keep the.customer satisfied.

Outlook

The businesses expansion into new territories saw the Naim team working now even more as a global unified

leader in high-end audio-and electronics, with the parent company Vervent Audio Group's other hugely successful

French brand, Focal. The export market continues to reap significant opportunities for Naim, working with select

partners, in reaching an audience who expect the very best. Next year growth is forecast to contlnue with new
markets and territories joining the Naim family.

Naim continues to invest heavily in research and development and next year a number of new products will launch.

Trading -
’ : - 2019 2018
£000 - £000
Turnover . ' . : ‘ 31,086 29,395
. Gross profit ’ 12,456 10,108 -
Margin (%) : : 40% 34%
EBITDA * : : ‘ ) - . 5,010 2,673

Profit before tax ' ‘ T . _ o - 2,940 1,095

*"EBITDA is calculated as eatnings before inte[est, tax, depreciation, amortisation and exch'ange differences
" totalling £115,000 (2018 - £59,000).



Naim Audio Limited S

Group Strategic Report (continued)
For the Year Ended 31 December 2019

Other key performance objectives -

Our kéy objectives for the current and this coming year are brand awareness, releasing new products, and supply
" of demand remain our focus to satisfy our customer expectations. '

Principal risks and uncertainties
Foreign currency risk

The risks going forward hinge on the political stability in various parts of the world which could impact on confidence
- and possibly slow growth. The effects of currency swings of sterling to the US dollar & Euro will also need to be
. carefully managed to achieve our margin targets. Nevertheless' Naim exposure to foreign currency risk is
“'significantly limited by natural hedging. Naim operate both sales and supplies in the different currencies.

Interest rate risk

The group has a mix of external debt, consisting of bank loans and overdrafts, and is therefore exposed to the
" movements in underlying bank base rates. Management reviews the interest rate exposure to ensure the group is
suffi mently protected.

Credit nsk

In order to protect itself from credit risk, the-group has implemented policies that require appropriate credit checks
on potentlal customers before new accounts are accepted. The group has no significant concentration of credit
risk, with exposure spread over a large number of customers. In addmon the group has implemented a credit risk
insurance policy. .

quwd/ty risk

Nanm Audio is cash generatlve and has cash flow support from its parent entlty Vervent Audio Group, if required.
At the end of the year, the group had cash in hand of £1.5m (2018: £1.5m). The group has a pollcy of maintaining
‘debt at an appropriate level to ensure that the group is able to adequately manage debt servucmg cash flows.
Forecast cashflows for the year are regularly reviewed by management.

" BREXIT

‘Over 35% of turnover is generated from sales to the EU. Management will monitor progress in negotiations and-
take appropriate steps to mitigate any adverse implicatipns. Naim Audio group is fortunate with regard to BREXIT
as it has a presence in the UK (Naim Audio and Focal.JMLab UK) which manufactures and sells audio products in
the UK and overseas, and is a wholly owned subsidiary of Vervent Audio Group, which is based in France. "

Going concern

The financial statements have been prepared on the going concern basis as the directors have prepared detailed
budgets for a period of at least 12 months from the date of signing the accounts which show that the group is able
to meet all its liabilities as they fall due. In addition the group has support from its ultimate parent, Vervent Audio
group, who is well financed and has the ability to support the business'if required. However, it is acknowledged
that the global and UK outbreak of COVID-19 has had a profound impact on the global and UK economy and
businesses, and therefore the directors have produced a detailed going concern stress test for Vervent Audio group
(including Naim Audio Limited group) for which further detail is given within note 2 to the financial statements.
Having completed this the directors are confident of being able to trade for a period of at least 12 months from the
~approval of the financial statements



Naim Audio Limited

_Group Strategic Report (continued).
For the Year Ended 31 December 2019

Post balance éheet events
There have been no s’igniﬂcant events affecting the group since year end.
Fufure developments

The group has embarked upon a program of S|gn|f icant investment in its product range and expects to Iaunch these
new products throughout 2020 and going forward.

- This report.was approved by the board and signed onits beh'alf.

C Henderson
Director

Date: 6 April 2020



Naim Audio Limited

Directors’ Report
‘For the Year Ended 31 December 2019

The directors"present their report and the financial statements for the year ended 31 December 2019.

Results and dividends

The proﬁ‘t for the year, after taxation, amounted to £2,446,936 (2018 - £975,025).

Future developments

The company maintains a policy of continhing development of its existing products together with research into other
areas of audio reproduction from which new products are belng developed that are complementary to the
company's existing range.

Research and development activities

Research, and det/elopment expenditure is written off to the statement of combrehensive income in the year in
which it is incurred unless the directors are satisfied as to the technical, commercial and financial viability of
individual projects. In this situation, the expenditure is capltallsed and amortised over the period dunng wh|ch the
company is expected to benefit.

Matters covered in the Strateglc Report

The foliowmg Dlrectors report requirements have been upgraded to the. Strategic Report: financial risk
management, objectives and policies, information on exposure to credit risk, liquidity risk and cash flow risk.
Directors’ v

The directors who served during the year were:

RV George (restgned 10 June 2019)

. Vervent Audio Group

JL J Pettier
C Henderson (appointed 25 February 2019)



~Naim Audio Lim~ited

Dlrectors Report (contmued)
'For the Year Ended 31 December 2019

Directors' responsibilities statement

The directors are responsible for preparing the Group Strategic Report, the Directors' Rebort and the consolidated
financial 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 applicable law and United'Kingdom
. Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting

. Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland’. 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 the group and of the profit or loss of the group for that period.

In preparing these financial statemehis, the directors are required to:
« select suitable accounting policies for the group's financial statements and then apply them consistently;
e . make jucjgements and acéounting estimafes that are reasonable and prudent' and

o prepare the financial statements on the gonng concern basis unless it is mapproprlate to presume that the group
will continue in business.

The-directors are responsible for keeping adequate accounting records that are sufficient io show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company
and the group and to 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 the group and hence for taking.
* reasonable steps for the prevention and detection of fraud and other irregularities.

Dlsclosure of information to audltors

Each of the persons who are directors at the time when this Directors' Report is approved has confirmed that:

» so far as the dlrector is aware, there is no relevant audit information of which the company and the group's
" auditors are unaware; and

e the director has taken all the steps that ought to have been taken as a director in"order to be aware of any
relevant audit information and to establish that the company and the group's auditors are aware of that
information. .

Audltors
The audltors BDO LLP, will be proposed for reappomtment in accordance with sectlon 485 of the Compames Act
2006. .

This report was approved by fhe board and signed on its behalf.

C Henderson
Director

Date: 6 April 2020



Naim Audio Limited

Independent Auditor's Repoft to the members of Naim Audio Limited

Opinion

We have audited the financial statements of Naim Audio Limited (“the Parent Company”) and its subsidiaries (“the
Group”) for the year ended 31 December 2019 which comprise Consolidated Statement of Comprehensive Income,
Consolidated Statement of Financial Position, Company Statement of Financial Position, Consolidated Statement
of Changes in Equity, Company Statement of Changes in Equity, Consolidated Statement of Cash Flows, and the.
"notes to the financial statements, including a summary of significant accounting policies. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards,
including Financial Reporting Standard 102 The Financial Reporting Standard applicable in the UK and Republic
of Ireland (United Kingdom Generally Accepted Accounting Practlce)

In our opmlon

¢ the financial statements glve atrue and fair view of the state of the Group’s and of the Parent Company s affairs
as at 31. December 2019 and of the Group's profit for the year then ended;

¢ thefinancial statements have been propeéerly prepared in accordance with Unlted Kingdom Generally Accepted
. Accounting Practice; and

« thefinancial statements have been prepared in accordance with the requi'rements of the Companies Act 2006.
Basis for opinion o

‘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 Group and the Parent 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 reqwrements We believe that the audit evidence we have obtained is sufficient and appropriate to provnde
a ba5|s for our opinion. .

Materlal uncertainty relating to going concern

We draw attention to note 2 which explains that the company and the group may require further funds to finance
the group’s activities going forward-should the COVID-19 pandemic and consequential lockdown affect operations
or impact market demand for a prolonged period in excess of 3 months. Such support, in turn, depends on the
ability of the wider group to provide funding should it be necessary. ‘
These conditions indicate the existence of a matenal uncertainty which may’ cast significant doubt about the
company'’s ability to continue as a going concern. Our opinion is not modified in respect of this matter.
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|ndependent Auditor's Report to the members of Naim Audio Limited (continued)

- Other information

The Dlrectors are responsible for the other information. The other mfonnatlon comprises the information included
in the Annual Report and Financial Statements, 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 responS|b|I|ty is to read the other mformatlon 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 mlsstatement of this other information, we are required to
report that fact. .

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2006
In our opinioh, based on the work'undertaken in the course of the audit: -

« the information given in the Strategic report and Directors’ report for the financial year for which the financial
statements are-prepared is consistent with the financial statements; and ' : ‘

- o the Strategic report and Directors’ report have been prepared in accordance with applicable legal requirements.
Matters on which we are required to report by exception' . |

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

We have nothlng to report in respect of the following matters in relation to which the Companies Act 2006 reqmres

us to report to you if, in our opinion:

¢ adequate accounting records have not been kept by the Parent Company, or returns adequate for our audit
have not been received from branches not visited by us; or .
. the~parent company ﬁna‘nciat statements are not in agreement with the accounting records and returns; or

o  certain disclosures of Directors’ remuneration specified by law are not made; or

e we have not received all the information and explanations we require for our audit. .
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Independent Auditor's Report to the members of Naim Audio 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 Group’s and the Parent.
Company's ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting.unless the Directors either intend to liquidate the Group or the Parent .
Company or to cease operatrons or have no realistic alternative but to do so. )

~ Auditor’ s responslbrlrtles for the audlt of the fmancral statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs (UK) will always detect a material misstatement when it exists. Mrsstatements 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 responsrbrlrtres for the audit of the fmancral statements is Iocated on the Frnancral '
Reporting Council's websrte at: hitps://www.frc.org. uk/audrtorsresponsrbrl|t|es This description forms part of our
~ auditor’s report. o ‘

o
)

Use of our report

" This report is made solely to the Parent 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 Parent 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 Parent Company
and the Parent Company’s members as a body, for our audit work, for this report or for the opmrons we have
formed :

v

James Newman (Senior Statutory Additor)
For and on behalf of BDO LLP, Statutory Auditor
Southampton, UK

Date: 6Apnl 2020 :

. BDO LLPisa Ilmlted liability partnershrp regrstered in England and Wales (wrth regrstered number OC305127)

»



Naim Audio Limited

Consolidated Statement of Comprehensive Income .
For the Year Ended 31 December 2019 -

As restated

Note 2019 .2018 -
£ £
~Turnover ’ ‘ : 4 - 31',085,763 29,395,129 -
. Costofsales ~ ' : : : : ‘. (18,629,505) (19,286,866)
Gross profit o L _ . 12,456,258 10,108,263
Distribution costs ' | ) A (274,852)' (414,463)
Administrative expenses - . ' - (9,373,131)  (8,787,113)
Other operating income 5 256,132 255,791
Operating profit " : ) D 6 3,064,407 - 1,162,478
interest receivable and similar income - ‘ ‘ 9 - ' 184
" Interest payable and expenses C 10 (124,198) (67,779)
Profit before taxation - | : o " 2,940,209 1,094,883
Tax on profit - } ) ‘ ' 11 (493,273) (119,858) -
Profit for the financial year ‘ : N o 2,446,936 . 975,025
Profit for the year attributable to:
Owners of the parent company ' . ’ 2,446,936 975,025
2,446,936 975,025

There was no other comprehensive income for 2019 (2018 - £Nil).

The 'noteAs on pages 17 to 36 form part of these financial stétéme_nté.
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. Consolidated Statement of Financial Position
As at 31 December 2019

Naim Audio Limited
‘Registered number:01116428

. Fixed assets
*Intangible assets
Tangible assets

-~ Current assets

Stocks ,
Debtors: amounts falling due
within one year

Cash at bank and'in hand

Creditors: amounts falling due

within one year -
Net current assets .

Total assets less current
liabilities

Creditors: amounts falling due
after more than one year

Provisions for liabilities
Deferred taxation
- Other provisions

Net assets

Note

12
‘13

15

16
17

18

19

21
22

2019 - 2019

£ £
8,115,310
1,271,774
© 9,387,084
7,213,781
7,636,786
1,476,045
. 16,326,612
' (8,452,197)
7,874,415
17,261,499
(1,461,032)
(133,378)

(1,594,410)

15,667,089

11

2018

9,625,481
5,841,406
1,541,584

16,908,471

(10,243,283)

(1,461,032)

(156,000)

2018
£

7,916,850
1,471,693

< 9,388,543

6,665,188
16,053,731

(1,216,546)

(1,617,032)

13.220,153
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Naim Audio Limited
Registered number:01116428

Consolidated Statemient of Financial Position (continued)

As at 31 December 2019 '

Note

Capital and reserves - .

-Called up share capital 23
Capital redemption reserve. . 24
Merger reserve - o .24
Profit and loss account . 24

Equity attributable to owners of
the parent.company

2019

£

2019

£

4,375
625
259,999

15,402,090

© 15,667,089

2018

- 2018
£

4,375

625.
259,999
12,955,154

13,220,153

Thé ﬁnancia| statements were appfoved and authorised for issue by the board and were signed on its behalf by: -

W

C Henderson
Director

Date: 6 April 2020

.

The notes on pages 17 to 36 form part of these financial statements.
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.. Naim Audio Limited
Registered number:01116428

CbmpanyASta'tement of Financial Position
As at 31 December 2019

Fixed assets .
Intangible assets
-Tangible assets "~ .
Investments

Current assets

Stocks ’

Debtors: amounts falling due
within one year

Cash at bank and in hand

_ Creditors: amounts falling due
within one year .

Net current assets

. Total assets less current
~ liabilities :

Creditors; amounts falling due

after more than one year

_ Provisions for liabilities
Deferred taxation

Other provisions

Net assets

. Note

12
13
14

15

- 16
17

18

19

21.
22

2019 -
£

6,644,804
7,872,681
- 1,399,225

15,916,710

' (7.977,728)

7(1,461,032)
(133,378)

13

2019
£

8,115,310

1,271,774
1

9,387,085

7,938,982

-17,326,067

(1,594,410)

15,731,657

== —————

2018

9,123,023

6,101,081 °

1,427,675
16,651,779

(9.975.739)

- (1,461,032)
(156,000)

2018

7,916,850

1,471,693
‘ 1

9,388,544 . -

6,676,040 -

- 16,064,584

(1,216,546)

(1,617,032)

. 13,231,006



Naim Audio Limited -
Registered number:01116428

Company Statement of Financial Position (continued)

As at 31 December 2019

. Note
Capital and reset'ves :
Called up share capital 23 .
Capital redemption reserve. - 24

Profit and loss account L, 24

2019

£

2019

4,375 .

625

15,726,657 .

15,731,657

2018

2018

4,375
' 625
13,226,006

. 13,231,006

-The cdmpany has taken advantage of the exemption ailowed under section 408 of the Cbmpanies Act 2006 and
has not presented its own Statement of Comprehensive Income in these financial statements. The profit after tax
of the parent company for the 'year was £2,500,651 (2018 - £1,042,371).

The financial statements were approved and authorised for issue by the board and were éigned dﬁ its behalf by:

C Henderson
Director

Date: 6 April 2020 -

The notes on pages 17 to 36 form part of these financial statements.
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~ Naim Audio Limited

Consolidated Statement of Changes in Equity

For the Year Ended 31 December 2019

Capital

At 31 December 2019

Profit A
Called up redemption Merger and loss " Total
share capital - ‘reserve reserve : account equity
£ £ £ £ £
At 1 January 201 8 4,375 625 259,999 11,980,129 12,245,128
Comprehensive
. income for the year . .
Profit for the year - - - 975,025 975,025
At 1 January 2019 4,375 ‘ 625 - 259,999 12,955,154 13,220,1 53 )
Comprehensive
. income for the year . ,
Profit for the year - - - 2,446,936 2,446,936
" At 31 December 2019 4,375 ' 625 : 259,999 55,402,090 . 15,667,089
Company Statement of Changes in Equity ‘
For the Year Ended 31 December 2019
- Capital Profit
Called up _redemption ‘and loss Total
.. share capital reserve account equity
‘ £ £ £ £
At 1 January 20_1 8 4,375 625 12,183,635 - 12,188,635
Comprehensive income for the year ' o -
Profit for the year - - 1,042,371 - 1,042,371
At1 Januéry 2019 ‘4,3'75 625 13,226,006 13,231,006 -
: Comprehensnve income for the year l
" Profit for the year - - 2,500,651 2,500,651,
4,375 625 15,726,657 i 15,731,657

The notee on pages 17 to 36 form part of these financial statements.

15



Naim Audio Limited

Consolidated Statement of Cash Flows
For the Year Ended 31 December 2019

Cash flows from.Op'erating activities
Profit for the financial year

Adjustments for: .
Amortisation of intangible assets
Depreciation of tangible assets

- Interest payable
Interest receivable
Taxation charge
Decrease/(increase) in stocks
(Increase)/decrease in debtors
(Increase)/decrease in amounts owed by group undertakmgs .
(Decrease)/increase in creditors
(Decrease)/increase in provisions
R&D tax credit received
Other income in respect of R&D

Net cash generated from operatmg activities
Cash flows from mvestmg activities
Purchase of intangible fixed assets
Purchase of tangible fixed assets
Interest received

- Net cash used in investing activities

. Cash flows from fi inancing actwntues _

Repayment of loans
Interest paid

© Net cash uséd in financing activities
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning ef year

Cash and cash eq_uival,ente at the end of year

Cash and cash equivalents’at the end of yeaf cemprise:
‘Cash at bank and in hand
Bank overdrafts

The notes on pages 17 to 36 form part of these financial statements.

.16

2018

2019

£ £

2,446,936 975,025

1,433,591 1,013,124

396,727 438 481

124198 67.779

- (184)

. 493,273 119,858
2,311,700  (3,836,880) -

. (524,153) ~'281.670

(1,469,665) 168.684

(739511) 2419277

" (22,622) 156,000
188,229 175.454 .

(256,132) (255.791)

4,382,571 1,722,497
(1,632,061  (1,600,057)

(196,808) (345.858)

R 184

. (1,828,859) (1,945,731)

(1,377,690) (138,805)

(124,198) (67.779)

. (1,501,888) (206,584)
1,051,824 (429,818)

424,221 854,039
1,476,045 424221
1,476,045 1,541,584 -
. (1,117,363)

1,476,045 424,221




_Naim Audio Limited -

Notes to the Financial Statements
For the Year Ended 31 December 2019

C

1

General information

Naim Audio Limited is a company incorporated in England and Wales undér the Companies Act 2006. The
address of the registered office is given in the company Information page. The nature of the company's
operations and its prmupal activity is given |n the Strategic Report. ' .

Accounting policies

21

2.2

Going concern

The financial statements have been prepared on the going concern basis as the directors have prepared
detailed budgets for a period of at least 12 months from the date of signing the accounts which show
that the group is expected to be able to meet all its liabilities as they fall due. In addition the group has
support from its ultimate parent, Vervent audio group, which is currently well financed and has the ability
to support the business if required. However, it is acknowledged that the global and UK outbreak of
COVID-19 has had a profound impact on the global and UK economy and businesses.

The directors have produced a detailed going concern stress test for Vervent Audio group (which
includes the Naim Audio Limited group). The conclusion of our stress test for Naim Audio Limited group

is that the business could comfortably sustain the loss of turnover for a period of 3-4 months during the -
course of the 12 months following the date of the financial_statements, without exceeding current
banking facilities. The company and the group may, however, require further funds to finance the

~ .group’s activities going forward should the COVID-19 pandemic and consequential lockdown affect

operations or impact market demand for a prolonged period in excess of 3 months.

The Directors currently consider that it is entirely feasible, given current levels of uncertainty, that there
could be a significant impact of trade beyond June 2020 which would mean that such financial support
becomes necessary. Whether or not such funding will be accessible depends on the impact of the
COVID-19 outbreak on the wider group itself and on |ts ability to prowde the necessary fundmg

These conditions |nd|cate the existence of a material uncertalnty that may cast s:gmflcant doubt over
the company's and the group’s ability to continue as a going concern. »

However, the wider group is expected to remain in a strong financial position during the forecast period
and a gradual return to the group’s previous financial position is expected from at least July 2020
onwards. The directors have also excluded the possible benefits derived from the business rates holiday
announced by Government, and excludes any use of Government lending.or any measures that may
be introduced to help with wages, if required: The directors are confident of being able to trade for a .
period of at least 12 months from the approval of the financial statements and the Directors have
therefore concluded that it is appropriate for the financial statements to be prepared on the going
concern basis.

Basis of preparation of financialsfatements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting-Standard 102,

_the Financial Reporting Staridard applicable in the UK and the Republlc of Ireland and the Companies

Act 2006.
The preparatlon of fmanqal statements in compliance with FRS 102 requires the use of certain cntncal

accounting estimates. It also requires group management to exercise judgement in applying the group's
accounting policies (see note 3).
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Notes to the Financial Statements (eontinued)
For the Year Ended 31 December 2019

2

2.2

23

2.4

Accounting policies (continued)

Basis of preparation of financial statements (continued)

* The Group and Company have applred FRS 102 (March 2018) in these financial statements, which

includes the.amendments as a result of the Tnennlal Review 2017. There was no financial of the
adoption of these amendments

Parent company disclosure exemptions

« Only one reconciliation of the number of shares outstanding at the beginning and end of the period
has been presented as the reconciliations for the group and the parent company would be identical;
No cash flow statement or net debt reconciliation has been presented for the parent company;
Disclosures in respect of the parent company's income, expense, net gains and net losses on -
financial instruments measured at amortised cost have not been presented as equivalent -
disclosures have been provided in respect of the group as a whole;

o Disclosures in respect of the details of the parent company's share-based payment arrangements
have not been presented as equivalent disclosures have been provided in respect of the group as
a whole; and ’

« No disclosures has been given for the aggregate remuneration of the key management personnel
of the parent company as their remuneration is included in-the totals for the group as a whole.

The following 'principal accounting policies have been applied:

Basis of consolidation

The consolidated financial statements present the results of the company and its own subsidiaries ("the .
group") as if they form a single entity. Intercompany transactions and balances between group
companies are therefore eliminated in full.

Turnover

Turnover is recognised to the extent that it is probable that the economic benefits will flow to the group

_ and the turnover can be reliably measured. Turnover is measured as the fair value of the consideration

received or receivable, excluding discounts, rebates, value added tax and other sales taxes. The
following criteria must also be met before turnover is recognised: :

Sale of goods -
Turnover from the sale of goods is recognised when all of the following condttions are satisfied:
the group has transferred the significant risks and rewards of ownership to the buyer;
the group retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold;
the amount of turnover can be measured reliably;
it is probable that the group will receive the consideration due under the transaction; and
the costs incurred or to be incurred in respect of the transaction can be measured reliably.
Royalty income

Royalty turnover is recogmsed in the period of whlch the royalty is due when the foIIowmg conditions
are satlsﬂed ' . .

o the amount of revenue can be measured reliably; and

o itis probable the group will receive ‘the consideration due under the agreement.

18



Naim Audio Limited

" Notes to the Financial Statements (continued) C
For the Year Ended 31 December 2019 . o N

2

Accounting policies (continued)

25

2.6

Intangible assets ‘

- Intangible assets are initially recognised at cost. After recognition, under the cost model, intangible

assets are measured at cost less any accumuiated amortisation and any accumulated nmpaurment
losses. , ) ]

‘All intangible assets are consndered to have a finite useful life. If a rellable estumate of the useful life ‘

cannot be made, the useful life shall not exceed ten'years.
Amortisation
Amortisation is charged to the Consolidated Statement of Comprehensive Income on a straight line

basis over the estimated useful lives of the intangible assets. Intangible assets are amomsed from the
date they are avallable to use. The estimated useful lives are as follow

Capltallsed development costs -3to 10 years

The estimated useful lives are based on similar products that we have sold in the past and also takmg
into account the fast changing technologies we are faoed with. :

Tangible fixed assets

Tangible fixed assets under the cost model are stated at historical cost less accumulated depreciation
and any accumulated impairment losses. Historical cost includes expenditure that is directly attributable

" to bringing the asset to the location and condition necessary for it to be capable of operatmg in the

manner intended by management

Depreciation is charged soasto allocate the cost of assets Iess thevr residual value over thelr estimated
useful lives, using the stratght—llne method.

Depreciation is provided on the followmg basis:

Freehold property - 50years
Land - - Not depreciated
Plant and machinery - 3-4years

~ Motor vehicles - = 4years
Fixtures and fittings -  4-10years -

The assets' residual values, useful lives and depreciation methods are reviewed, 'and adjusted.
prospectively if appropriate, or if there is'an mdncatlon of a signifi icant change since the last reporting
date. . .

Gains and losses on disposals are detennmed by comparing the proceeds with the carrymg amount
and are recogmsed in the Consolidated Statement of Comprehensive Income.
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2

Accounting policies (continued)

2.7

'Research and development oos'ts ‘

_Inthe research phase of aninternal project it is' not possible to demonstrate that the project will generate

future economic benefits and hence all expenditure on research shall be recogniséd as an expense
when it is incurred. Intangible assets are recognised from the development phase of a project if and
only if certain specific criteria are met in order to demonstrate the asset will generate probable future
economic benefits and that its cost can be reliably measured. The capitalised development costs are
subsequently amortised to’ admlnlstratlve expenses"on a straight line basis over their. expected useful
economic lives, which is 3-10 years.

. The expected useful economic life of deveiopment costs are estimated based on business plans virhich

2.8

2.9

set out the development plan and time to market for the associated project.

s

If it is not possible to distinguish between the research phase and the development.phase of an‘internal
project the expenditure is treated as if it were all incurred in the research phase onIy

R&D expendrture tax credits are recogmsed as other operatmg income wrthln the Consolidated

_Statement of Comprehenswe Income.

Valuation of vlnvestments
Investments in subsidiaries are measured at cost less accumulated impairment.
Stocks

Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less
costs to complete and sell. Cost is based on the cost of purchase on a first in, first out-basis. Work in

K progress and finished goods include labour and attributable overheads

+ 210

211

At each reporting date, stocks are assessed for |mpalrment If stock is impaired, the carrying amount is

_reduced to its selling price less costs to complete and sell. The |mpa|rment loss is recognised

|mmed|ately in profit or loss

Debtors

‘Short term debtors are measured at transaction price, less any impaimment.

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable wrthout penalty
on notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no

‘more than three months from the date of acquisition and that are readily convertible to known amounts

of cash with insignificant risk of change in value.

In the Consolidated Statement of Cash Flows, cash and cash equivalents are shown net of bank.
overdrafts that are repayable on demand and form an integral part of the group's cash management.

20
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Accounting policies (contihued).

242

Financial instruments , oo

" The ‘group only enters into basic financial instrument transactions that result in the recognition of

financial assets and liabilities like trade and other debtors and creditors, loans from banks and other

- third parties, loans to related parties and investments in ordinary shares.

Debt.instruments (other than those wholly repayable or receivable within one year), includingloans and
other accounts receivable-and payable, are initially measured at present value of the future cash flows

and subsequently at amortised cost using the effective interest method. Debt instruments that are -

payable or receivable within one year, typically trade debtors and creditors, are measured, initially and
subsequently, at the undiscounted amount of the cash or other consideration expected to be paid or -
received. However, if the arrangements-of a short-term instrument constitute a financing transaction,
like the payment of a trade debt deferred beyond normal business terms or in case of an out-right short-
term loan that is not at market rate, the financial asset or liability is measured, initially at the present
value of future cash flows discounted at a-market rate of interest for a similar debt.instrument and
subsequently at amortised cost, unless it qualifies as a loan from a dlrector in the case of a small
company, or a public benefit entity concessionary loan. :

Financial assets that are measured at cost and amortised cost are assessed at the end of each reporting
period for objective evidence of impairment. If objective evidence of impairment is found, an |mpa|rment
loss is recognised in the Consolrdated Statement 6f Comprehensive lncome

. For financial assets measured at amortised cost, the impairment loss is measured as the difference

213

214

between an asset's carrying amount and the present value of estimated cash flows discounted at the .

asset's original effective interest rate. If a financial asset has a variable interest rate, the discount rate

for measuring any impairment loss is the current effective interest rate determined under the contract.

For financial assets measured at cost less impairment, the impairment loss is measured as the
difference between an asset's carrying amount and best estimate of the recoverable amount, which is
an approximation of the amount that the group would receive for the asset if it were to be sold at the
reporting date.

Financial assets and liabilities are offset and the net amount reported in the Statement of Financial
Position when there is an enforceable right to set off the recognised amounts and there is an intention
to settle on a net basrs or to realise the asset and settle the liability simultaneously.

Creditors

Short term creditors are measured at the transactlon price. Other financial liabilities, including bank
loans, ‘are measured initially at fair value, net of transaction costs, and are measured subsequently at

amortised cost using the effective interest method

Sales return provision

A provision is made for returns expected to be issued in respect of pre-year end sales where there is
an-expectation that they will be returned following the year end, and the entity. can estimate the level of
returns reliably. Accumulated experience is used to estimate and provide for such returns at the time of
sale. Revenue.is adjusted for the expected value of returns and cost of sales is adjusted. for the value
of corresponding goods expected to be returned. As a result of this approach the provision for returns

is- measured as the margin on these sales returns.
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2  Accounting policies (continued)

215

Foreign currency translation

Functional and presentation currency

" The company's functional and presentational currency is GBP.

2.16

217

Transactions and balances

Foreign currency transactions are translated into the functional currency usrng the spot exchange rates
at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-monetary
items measured at historical cost are translated using the exchange rate at the date of the transaction
and non-monetary items measured at fair value are measured using the exchange rate when fair value
was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the -
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign -
currencies are recognised in the Consolidated Statement of Comprehensive Income except when.
deferred in other comprehensrve income as qualifying cash flow hedges.

Foreign exchange gains and Iosses that relate to borrowings and cash and cash equivalents are
presented in the Consolidated Statement of ‘Comprehensive Income within finance income or costs'.
All other foreign exchange gains and. losses are presented in the Consolidated Statement of .
Comprehensive Income within 'other operating income’.

Operating leases: the group as Iessee

Rentals paid under operating Ieases are charged to the Consolidated Statement of Comprehensive
Income on a straight line basis over the lease term.

Benefits received and receivable as an incentive to sign an operating lease are recognised on a straight
line basis overthe lease term, unless another systematic basis is representative of the time pattern of
the lessee's benefit from the use of the Ieased asset

Pensmns '
Defmed contribution pensron plan

The group operates a defined contribution plan for its employees. A defined contribution plan is a

- pension plan under which the group pays fixed contributions into a separate entlty Once the

218

contrlbutuons have been paid the group has no further payment obligations:

The contnbutrons are recognised as an expense in the Consolidated Statement of Comprehensive
Income when they fall due. Amounts not paid are shown in accruals-as a liability in the Statement of
Financial Position. The assets of the plan are held separately from the group in independently
admlmstered funds.

Holiday pay accrual
A liability is recognised to the extent of any unused holiday pay entitlement which is accrued at the
Statement of Financial Position date and carried forward to future periods. This is measured at the

undiscounted salary cost of the future holiday entrtlement so accrued at the Statement of Financial
Posutuon date. :
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Accounting policies (continued)

219

2.20

2.21

2.22

2.23

Interest income

Interest income is recognised in the Consolidated. Statement of Comprehensrve Income using the
effective interest method.

Finance costs

Finance costs are charged to the Consolidated Statement of Comprehensive Income over the term of
the debt using the effective interest method so that the amount charged is at a constant rate on the
carrying amount. Issue costs are initially recognised as a reductlon in the proceeds of the associated
capital lnstrument .

Borrowing cbsts

All borrowing costs are recognised in the Consolidated Statement of Comprehensuve Income in the year

in which they are rncurred

Current and deferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the Consolidated
Statement of Comprehensive Income, except that a charge attributable to an item of income and.
expense recognised as other comprehensive income or to an item recognised directly in equity is also
recognised in other comprehensive.i income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted. '
or substantively enacted by the reporting date in the countnes where the company and the group
operate and generate income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the Statement of Financial Position date, except that . .

o The recognition of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits;

e Any deferred tax balances are reversed if and when all conditions for retarnrng assocrated tax
allowances have been met; and

. Where they relate to timing differences in respect of interests in subsrdlanes associates, branches

and joint ventures and the group can control the reversal of the timing differences and such reversal
is not considered probable in the foreseeable future.

Deferred tax balances are ‘not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the differences between the fair
values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined
using tax rates and laws that have been enacted or substantively enacted by the reporting date.

Comparative reclassification
There has "been a prior year adjustment as a result of accounting classifications.

This has reclassified cost of sales totalling £3,459, 486 which were previously included within
administrative expenses and included these within cost of sales to be consistent with the ‘current year

pollcy
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3

Judgements in applying accounting policies and key sources of estimation uncertainty

0

'The company makes certain estimates and assumptions regarding the future. Estumates and judgements are’

continually evaluated based on historical experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances. In the future, actual experiences may differ from
these estimates and assumptions. The estimates and assumptions that have a significant risk of causing a
material adjustment to carrymg amounts of assets and I|ab|I|t|es within the next financial year are discussed
below.

In preparing these financial statements, the directors have had to make the following judgements:

Determining whether there are ‘indicators of impairment of the company's tangible and intangible assets.
Factors taken into consideration in reaching such a decision include the economic viability and expected future
financial performance of the asset and where it is a component of a larger cash- generatmg unit, the V|ab|||ty
and expected future performance of that unit. -

Other key sources of estnmatwn uncertainty:

" Useful lives of fixed assets (see note 13)

Depreciation is provided to write down the assets to their residual values over their estimated useful lives as
set out in the company's accounting policy. The selection of these estimated lives requires the exercise of -
managements judgement. Useful lives are regularly reviewed and should management's' assessment of
useful lives change then depreciation charges and carrying value of fixed assets in the financial statements
would change accordingly. !

Capltallsed development costs (see 'nqte 12)

_Development costs that meet the qualifying criteria are capitalised and eystematically amortised over ttte

useful economic life of the intangible asset. Determining whether development costs qualify for capitalisation
requires judgement, including estimates of the technical and commercial viability of the asset created and its
appllcable ‘useful economic life. These estimates are continually reviewed and updated based on past-
experience and reviews of competitor products available in the market.

Research and development costs B : _ S

Research costs are expensed as incurred. Development expendlture is also charged to the statement of
comprehensive income in the year of expenditure unless the company can demonstrate the technical
feasibility of completing the intangible asset so that it will be available for use or sale, its intention to complete
and its ability to use or sell the asset, how the asset will generate future economic benefits, the availability of
resources to complete the asset and the ability to measure reliably the expenditure during development.

Following initial recognition of the development expenditure as an asset, the cost model is applied requiring

. the asset to be carried at cost less any accumulated impairment losses. Amortisation of the asset begins when
. development is complete and the asset is available to use. It is amortised over the period of expected future

benefit. During the period of development the asset is tested for impaiment annually.
Warranty provision . . _ ,

Determining the amount to provide in respect of warranty terms of up to 3 years offered on products requires

_the exercise of management's judgement in determining the expected level of warranty costs to be incurred
on products sold. . .
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Notes to the Financial Statements (continued)
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4 Turnover

An analysis of turnover by class of business is as follows: , )
' ) : 2019 ’ 2018

£ £
Sale of goods - - : ' 30,882,096 29,175,368

Royalty income . ' 203,667 219,761 -

131,085,763 - 29,395,129

Analysis of turnover by country of destination: -
‘ ‘ 2019 2018

' £ R
United Kingdom _ ‘ _ _ A 12,307,759_ ~ 10,384,335
Rest of Europe ) : 10,832,249 11,474,423

Rest of the world ‘ - : ' 7,945,745 = 7,636,371

31,085,763 . 29395129

5§ Other operating income

2019 2018
R&D expenditure tax credit” ‘ 256,132 255,791
6 Operating profit ’
. 2019 o 2018
_ £ : £
The operating profit is stated after charging:
Research & development charged as an expense : - 1,269,702 . 1,272,030
Depreciation of tangible fixed assets - ~ 396,728 438,481
Amortisation of intangible assets : 1,433,591 - 1,013,124
Exchange differences 115,193 . . 59,077
. Operating lease expense T : ) 61,167 58,470
Defined contribution pe’nsion cost : ’ 127,183 93,672
Fees payable to the group’s-auditors for services to the group .
- The audit of the company and group s subsrdlanes pursuant to - ’ 32,400 28,350
legislation i ,
- Tax compliance and other services 25,150 - 34,350
57,650 62,700
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Notes to the Financial Statements (continued)
For the Year Ended 31 December 2019

' 7 - Employees
Staff costs, including directors' remuneration, were as fobllowe:"

Group Group '~ Company Company

2019 2018 2019 2018

£ £ , £ £

Wages and savlaries ' 5,494,211 15,447,974 5,494,211 5,447,974
Social security costs ~ 571,583 579,967 . 571,583 579,967
Cost of defined contribution scheme . 127,183 . 93672 127,183 . 93,672
6,192,977 6,121,613 6,192,977 6,121,613

The average monthly number of employees, including the directors, during the year was as follows: -

Group Group  Company Co_mpany ‘

2019 2018 - .. 2019 2018
No. ‘ No. . No. : " . No.
Management & Administration ' 4 8 M 48
Production . . 76 82 76 - - 82
Research and development 28 29 : 28 ' 29
145 159 145 © 159
8 Directors' remuneration o .
: ' 2019 2018
£ £
Directors' emoluments . 243,230 233,604
Company contributions to defined contribution pension schemes - ' - 5,757 3,405
Compensation for loss of office . P A 130,045
248,987 367,054

. Dunng the year retirement benefits were accruing to 2 dlrectors (2018 2)in respect of defined contnbutlon
pension schemes \

The hlghest pald dnrector received remuneration of £166,500 (2018 - £234,839).

The va|ue of the’ company s contributions paid to a defined contribution pensnon scheme in respect of the
highest paid director amounted to £4,400 (2018 -£1 709) .
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Notes to the Financial Statements (continued)

Fpr the Year Ended 3j December 2019 . /
Interest receivable
' 2019 2018
£ £
Other interest receivable S A - .184

Interest payable and similar charges ‘
2019 -~ 2018

N £ : £
Bank interest payable ' o ; 36,954 . 38,999
Loans from group undertakings L ) + 87,244 - 28,780

124198 67,779
Taxation -~ B .
C 2019 2018
£ i
Corporation tax - , - .
Current tax on profits for the year . : ' ' 493,273 - -
Total current tax o 4932713 ;
Deferred tax ) . , _
Origination and reversal of timing differences . , - © 119,858
Totaldeferredtax . - - ' ‘ . 119,858
" Taxation on profit on ordinary activities ©= ) L 493,273 119,858
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11

Taxation (continued)

- Factors affecting tax charge for the yeér

The tax és‘sessed for the year is lower than (2018 - lower than) the standard rate of corporation tax in the UK

of 19% (2018 - 19%). The differences are explained below:

. 2019 2018
£ £
Profit on-ordinary activities before tax , : 2,940,209 1,094,883 .
‘ ‘Profit on ordinary activities multiplied by standard rate of -
corporation tax in the UK of 19% (2018 - 19%) ‘ 558,640 207,879
" Effects of: e ' _ ‘
Expenses not deductible for tax purposes - 5,728 10,955 .
Fixed asset differences ’ o 19,964 30,416
Adjustments to tax charge in respect of prior periods ‘ . _ » (70,461)
Adjustment in. research and development tax credit (37,018) (5,118)
_Adjust closing deferred tax to closing rate . (2,706) (11,823)
Patent box deduction ‘ , ‘ (45,479) (57,993)
Other differences o > , ' o _ (5,856) 16,003
Total tax charge for the year ' B - 493,273 119,858.

Factors that may affect future tax Acharges'b

The UK corporation tax raté was 19% for the year ended 31 December 2019 and this rate has been used for

" the purposes of preparing the tax disclosures. The 2016 Budget announced that the UK corporation tax rate

would decrease to 17% from 1 April 2020. In the March 2020 Budget, it was announced that the corporation
tax rate would remain 19% and that the reduction on 1 April 2020 would no longer be coming into force. As
the substantively enacted rate at the year end was 17%, deferred tax has been recognlsed in the accounts

at this rate until the Finance Act 2020 has received Royal Assent.
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‘12 Intangible assets :
' ‘ Development

Group and Company S : _ Y
Cost ‘ S - L o
‘At1January2019 A 11,487,352
Additions | ' | : 1,632,051
At 31 December 2019- I . | 13,119,403

Amortisation - Lo L ‘ o oo
At 1 January 2019 ' , ‘ : ) 3,670,502 -°

Charge for the year ‘ : © 1,433,591
At 31 December 2019 ' ' - 5,004,093 -

Net book value . ' ‘ o : o o
At 31 December 2019 ‘ A . : 8,115,310

At 31 December 20_18 . K ’ o ‘ 7,916,‘850

£2,445 587 (2018 £1, 549 ,762) of the development costs included above have not been amortlsed as they
have not yet been brought into use.

The development costs relate to various projects that have been undertaken over a number of years, the
directors consider that it is probable that these projects will generate future economic benefit going forward.
Significant projects relate to the development of new products that are expected to generate economic benefit.
during 2020. These development costs will be amortised from this date. -
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13 ' Tangible fixed assets

Group

Cost 6r valdation
~ - At 1 January 2019
~ Additions

At 31 December
2019

- Depreciation
At 1 January 2019
Charge for the year

- At 31 December
2019 :

Net book value
At 31 December
2019

At.31 December
2018

Freehold

'Plant and

Fixtures

* Motor Office

property machinery vehicles and fittings equipment - - Total

£ ' £ £ £ £ £

2,259,273 941,181 55,154 2,42.2,795 o 2,906 5,681,309

47,899 - 55,849 - - 93,060 : - 196,808 .
2,307,172 - 997,030 55,154 g 2,515,855 '2,906 5_,878,117 '

- 1,418,063 931,890 47,937 1',808,826 2,906 4;209,616

105,074 16,245 6,300 - 269,108 .- 396,727

' 1,'523,137 - 948,135 54,237 2,077,928 2,906 . 4,606,343

784,035 48,595 917 437,927 - 1 ,271 JA74

841,210 9,291 4 7,217 613,975 - 1,471 ,693
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13 Tangible fixed assets (continued)

14

Company

Cost or valuation

At 1 January 2019

-Additions

At 31 December
2019 '

Depreciation

At 1 January 2019
Charge for the
"year on owned
assets

At 31 December
2019

Net book value
At 31 December
2019 o

At 31 December
2018

. Motor

Fixed asset investments |

Company

- Cost or valuation

At1 January 2019 and 31 December 2019

Subsidiary.undertaking

The fdlloWing was a subsidiary undertaking of the company:

Name

Focal.JMLab UK Limited

The registered address of Focal.JMLab UK Limited is the same as the reglstered address stated on the o

Company information page.

the UK

31

Freehold - Plant and. Fixtures
property machinery vehicles and fittings Total
' £ £ £ . £
2,259,273 o 941,181 55,154 2,422,795 5,678,403'
47,899 55,849 - 93,060 196,808
2,307,172 . 997,030 - 55,154 2,515,855 5,875,211
1,418,063 931,890 47,937 1,808,820 4,206,710
105,074 . 16,245 ' 6,300 269,108 396,727
1,523,137 948,135 . 54,237 2,077,928 4,603,437
784,b35 ‘ 48,895 917 437,927 1,271,774
841,210 9,291 7,2‘17 613,975 - 1,471,693
' Investments
in subsidiary
companies
£
1
o Class of
Principal activity shares Holding
Distribution of épeakers into Ordinary 100%
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15 Stocks

Raw materials and consumables
Work in progress (goods to be sold)
Finished goods and goods for resale

16 Debtors

Trade debtors -

Amounts owed by group
undertakings

Other debtors

Prepayments and accrued income
R&D credit receivable

Company.

Ay

7,636,786

- 5,841,406

Group Group Combany
2019 . 2018 2019 2018
£ £ £ £
3,925,194 5,889,868 - 3,925,194 5,889,868
227,855 74,280 227,855 " 74,280
3,060,732 . 3,561,333 - 2,491,755 3,158,875
7,213,781 9525481 6,644,804 9,123,023
Group .  Group Company ‘Company
- 2019 . 2018 2019 2018
£ £ £ £
4,911,672 4,215,362 . 4,;’1 7,499 4,028,301
2,321,086 851,421 2,751,250 1,300,025
81,758 . 230,918 81,662 229,050
146,920 169,917 - 146,920 169,917
175,350 373,788 175,350 373,788 -
7,872,681 6.101,081

All amourits shown under debtors fall due for repayment within one year.

The impairment gain recognised in the consolidated statement of comprehensive income for the yearin

respect of bad and doubtful debts was £40,446 (2018 — loss of £22,968).

In addition, the provision for bad debts increased by £96,0’00V‘(2018 — reduced by £62,000).

17 Cash and cash ‘equivalenfs

Ca;sh at bénk andin hand -
Less: bank overdrafts

Group Groub ‘Company ) Coinpany
2019 - 2018 . 2019 2018

£ - £ £ £
.1,476,045A 1,541,584 - 1,399,225 ' 1,427,675
- (1,117,363) - (1,117,363)
1,476,045 424,221 o 1;399,225 310,312

?
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18 Creditors: amounts‘falling due within one year

Group L Group ‘Company Company

2019 : 2018 : 2019 : 2018

£ £ A . £ £
Bank overdrafts ' : - 1,117,363 - 1,117,363
Bank loans - g Co- 161,144 - 161,144
Trade creditors 3,272,197 4,340,904 3,259,672 . 4,327,977
Amounts owed to group undertakmgs 3,826,618 2,387,222 3,459,613 2,195,081
‘Corporatlon tax - 226,932 - . 226,932 -
Other taxation and social secunty 257,896 179,770 ' 213,512 . 125,118
Other creditors .. 1Nn.as7 416,111 159,339 . 416,046
Accruals and deferred income ' 697,367 1,640,769 658,660 1,633,010
8,452,197 10,243,283 - 7,977,728 9,975,739

In the current year the R&D credit receivable of £256,132 has been offset against the corporation tax liability
to give a net liability of £226,932. This is on the basis that these will be.settled net in the current year. The
R&D credit receivable within debtors relates to amounts receivable from the prior year WhICh will not be
settled net and so have not been offset. :

. 19 Creditors: Amounts falling due after more than one year -

Group Group Company Company
. 2019 - 2018 - - 2019 2018
£ £ £ £
- Bank loans : S .- 1,216,546 - 1,216,546
20 Loans
The maturity of the loans are as follows: : ‘ : .
‘ * Group . Group Company Company
. 2019 _ 2018 2019 . 2018
£ ' £ S £
Amounts fallmg due within one : : .
year . : o . _ -
Bank loans - . - 161,144 - 161,144
Amounts falling due 1-2 years . . ' '
Bank loans - . 322,287 - 322,287
Amounts falling due 2-5 years ‘ : o o
- Bankloans . . . _ - 894,259 . - . 894,259

- 1,377,690 - 1,377,690

The bank overdraft and.bank loans are secured over certain assets within the group.
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3

;22

Deterred taXati'on

© Group

At beginning of year
Charged to profit or loss

At end of year
Company
At beginning of year

Charged to profit or loss

At end of year

The provision for deferred taxation is made up as follows:

Accelerated capital allowances
Short term timing differences

_Provisions .
Group and company
At 1 January 2019

Charged/(utilised) dunhg the year

At 31 December2019

2019 2018
I £
(1,461,032) - ' (1 ,34_14, 174)
. - (119,858)
(1,461;032) : (1,461,032)
2019 2018
£ - £
(1,461,032) (1.341,174)
- (119,858)
(1,461,032) (1 ,461,032)
Group Group Company © . Company
2019 2018 - 2019 2018
: £ £ £ £
(1,479,610) (1,479,610) - '(1',479,610) (1,479,610)
18,578 18,578 " 18,578 18,578
(1,461,032) (1,461,032) .{1,461,032) o (1,461,032)
‘Warranty - Sales '
provision returns . Total
£ £ £
98,000 58,000 .. 156,000 -
- (22,622) (22,622)
‘98,000 35,378 133,378

A provision is made for expected future warranty costs on Warranty periods offered to customers on the sale
of goods up to three years depending on product and specific terms. This represents the cost of potential

" repair of the goods under warranty.

A provision is made for returns issued in respect of pre-year end sales where there is an expectation that they-
will be returned following the year end, and the entity can estimate the level of retums reliably. Accumulated
experience is used to estimate and provide for such returns at the time of sale. Revenue is adjusted for the
expected value of returns and cost of sales is adjusted for the value of carresponding goods expected to be -
returned. ‘As a result of this approach the provusuon for returns is measured as the margin on these sales

returns.
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23 Share capital

2019
: £

Allotted, called up and fully paid o .
4 375 (2018 - 4,375) Ordinary shares of £1 each - 4,375

2018

4,375

| 24 Reserves
The cornpany's capital and reservee are as follows:
Shere ‘capital o

Called up share capital reserve represents the nominal value of shares issued.

Capital redemption reserve

The capital redemptlon reserve represents cumulatrve value of shares that have been repurchased by the -

_company.

Merger Reserve

The merger reserve arose on a business combmatlon that was accounted for as a merger in accordance with

FRS 102.
- Profit and loss account .

The profit’and loss account represents cumulative profits and losses, after dividends paid.

25 Analysis of net debt

At -

At
1 January - ’ 31.December
2019 cash flows 2019
£ £ £
' ,C'ash atbank and in hand - . 1,541,584 (65,539). 1,476,045
Bank overdrafts . (1,117,363) - 1,117,363 -
-Bank loans . ) - (1,377,690) 1,377,690 -
- 1,476,045

' (953,469) - 2,429,514

26 Pension commitments -

The group operates a defined contnbutlon pension scheme The assets of the scheme are held separately
from those of the group in-an independently administered fund. The pension charge amounted to £127,183
(2018 - £93 672) Pension contnbutlons totalllng £28 013 (2018 £33 894) were outstandmg at the year end
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27 Commitments under operating leases

At 31 December 2019 the group and the company had future minimum lease payments under non-cancellable
operating leases as follows: .

' Group Group ‘Company. Company

2019 2018 2019 - 2018 -
£ ' £ . £ R 3
Not later than. 1 year 52,606 ‘65,697 - 52,606 . 65,697
Later than 1 year and not later . . :
than 5 years 27,154 . 65,983 E 27,154 65,983

. 79,760 . 131,680 . 79,760 - 131,68_0

28 Related party transactions

The company has taken the exemption avarlable in Section 33.1 A of FRS 102 not to dlsclose transactions
" with other wholly owned companies within.the group as consolidated accounts including the results of Naim
‘Audio Limited are publicly available. ‘

Key management personnel include all directors and a number of senior managers across the group who.
together have authority and responsibility for pianning, directing and controlling the activities of the group. The
total compensation paid to key management personnel for services provrded to the | group was £248,987 (2018
- £367,054). .

29 Controlling party

The companys parent company is the French company- Vervent Audio Group, whrch holds 100% of the
‘company's issued share capltal

The Iargest and smallest group in which the results of the company are consolidated is that headed by Vervent ,
Audio Group, a company incorporated in France. .

Prior to October 2019 the ultimate controlling party of Vervent Audio Grodp Was Naxicap Partners,

From October 2019, the ultrmate parent company was still Vervent Audro Group. From this date Vervent
Audio Group was owned by Alpha Private Equrty Fund 7 (SCA) SICAR.
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