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CARPETRIGHT LIMITED

STRATEGIC REPORT
For the period ended 31 October 2020

‘The Directors present their Group Strategic Report for the 18-month period to 31 October 2020. The
comparative results are for the 12-month period to 27 April 2019.

Principal Activities, Review of business and important events

On 24 January 2020 Carpetright Limited {(formerly Carpetright plc) was acquired by Meditor Holdlngs Limited
(“Meditor”) by way of Scheme of Arrangement and re-registered as a private limited company, Carpetright
Limited (“Carpetright/Company”). Prior to the acquisition of Carpetright, Meditor’s parent company Meditor
European Master Fund Limited (“MEMFL”) purchased the debt facilities previously provided by the
Company’s lending banks — NatWest bank plcand Allied Irish bank. On 3 November 2020 Nestware Holdings
Limited (“Nestware”), a wholly owned subsidiary of Meditor, acquired Carpetright from Meditor via a Share
Exchange Agreement and in March 2021 acquired the debt from MEMFL. As a result, Carpetright is now
supported by a combination of funding provided by its immediate parent company (Nestware) and equity
capital.

. Carpetright and its subsidiaries (together the ”Grou'p'_’) have a sp_ecialist focus on the domestic-floorcoverings -
markets in the UK, Netherlands, Belgium and the Republic of Ireland. The Group also offers a selected range
of beds in the UK, and curtains and blinds in the Netherlands and Belgium, giving access to other segments
of the home furnishings sector.

The extended reporting period of 18-month to 31 October 2020 will be followed by a 14-month period to 31
December 2021 to align Carpetright’s accounting period to that of its ultimate parent company. Group
revenue for the 18-month period was £493.2m (2019: 12month period £386.4m). The movement reflects the
extended reporting period in 2020 offset by the significant impact of the global CoVID-19 pandemic and the
continued rationalisation of the UK store portfolio as part of the ongoing Company Voluntary Arrangement
(“CVA”) process which commenced in June 2018 and is due to complete in 2022.

The Group continued to deliver against the objectives set out in the CVA and closed 41 UK stores in the period
and eight in the Rest of Europe, which was offset by opening three stores and seven concessions. The net
decrease of 39 meant the total store base decreased to 427 at the period end (2019: 466), with total store
space decreasing by 7.0% to 3.9 million square feet (2019: 4.2 million quare feet).

The Directors primarily use underlying EBITDA to monitor performance. It is used to analyse the Group’s core
operating profitability before non-operating expenses and non-cash charges and most closely reflects
operating cash flow. This measure is defined as undAerIying earnings before interest, taxation, depreciation
and amortisation. On this measure, underlying EBITDA for the period was a profit of £77.3m (2019: profit of
£2.9m, excludes the impact of adopting IFRS 16 ‘Leases’). The total loss before tax for the period was £64.3m
(2019: loss of £24.8m).
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~ Business KPIs :

The Directors have assessed that the following Key Performance Indicators (KPIs) are relevant in tracking the
operating performance of the Group and as such the fulfilment of the Group’s long-term commercial
objectives.

1. Revenue: Revenues were, unsurprisingly, extremely volatile throughout the reported: peridd
primarily due to enforced store closures and other trading restrictions enforced by the relevant
national governments in reaction to the global COVID-19 pandemic.

2. Underlying EBITDA: As with revenue, underlying EBITDA was materially impacted by the commercial
effects of the pandemic. This could not wholly be mitigated by the significant cost reduction
measures deploye‘d by the Group during the period.

3. Net debt: Net Debt mcreased over the penod asthe reductlons in tradmg income could not be offset
by cash conservatlon measures. : :

Future developments'

The outbreak of COVID-19 has significantly impacted the lives of our customers and colleagues; the

economies in which the Group trades; our business performancg_and't_he businesses of our suppliers and
-partners, not only during the period reported but continuing to the date of publication of these accounts and

almost certamly beyond. Despite these unprecedented challenges the fundamentals upon which
- Carpetright’s business is bu1|t remain sound.

With the continued support of its shareholder, Carpetright has innovated and invested in new working
practices and technology to ensure the business engages with customers in safe and engaging ways. These
investments will support the business in future years and in many ways has accelerated the Group’s, already
envisaged, digital strategy. Market leading innovations such as the deployment of ‘Roomvo’, the worlds most
advanced online room visualiser tool, and an exclusive partnership to floorcovering retail wjth ‘Go Instore’
have enabled a richer digitally enabled customer journey.

The Directors are pleased to have the backing of, and close working relationship with, an engaged and highly
motivated shareholderAw‘ho has supported the Group throughout the unprecedented challenges posed by
the global pandemic. Investment from Meditor and subsequently Nestware maintains the funding necessary
to support the Group’s operating commitments and capital requirements necessary to deliver the continued
turn-around of the business and liquidity to navigate the impact of COVID-19.
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Principal Risks and Uncertainties

The key risks and uncertainties facing the Group are:

Principal risk description

Risk management

Customer satisfaction and quality control:
Failure to anticipate and plan for changes in
consumer taste could have a material effect on
future operations and financial performance. In
addition, failure to meet the product quality
and service expectations of customers may
cause damage to our reputation and the loss of
consumer trust and confidence, which in turn
may have an adverse effect on business
performance.

The Group provides a broad range of products
and price points in our categories to make it easy
for our customers to trade up or down. Range
reviews are performed periodically to ensure we
account for changes in consumer tastes.

" It also works closely with its suppliers to ensure

the products it sells are of the highest quality
and meet the organisation’s required ethical and
safety standards.

Detailed sales information by product and by
store is reviewed weekly, enabling changes to
prices, incentive structures and marketing
activity to optimise sales.

Property Portfolio:

Property costs form a significant part of the
Group's fixed cost base and as such all decisions
in this area have an impact on the long-term
value of the business.

The Group continuously reviews the location
and format of its stores and their contribution to
the overall results. Implementation of the CVA
allowed the Group to reduce its UK property
portfolio, significantly reducing the number of
locations on unsustainable rental agreements.

The Group continues to invest in the
modernisation and refurbishment of stores and
consults with external advisers, where
appropriate, to provide expert advice and
inform decision making.

Business Continuity:

A major incident, such as a key system or
supplier failure, could impact the ability of the
Group to continue trading.

The Group has an established disaster recovery
plan which is reviewed and tested periodically. It
also has long-standing good working
relationships with its key suppliers and actively
monitors the supply base to identify exposure to
supply chain failure and identify appropriate
contingency solutions.
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Financial Risk and Liquidity:

The Group risks exposure to exchange rate,
interest rate, liquidity and credit risks having an
adverse or unexpected impact on results,
funding requirements, or purchasing ability.

The Group works closely with international
suppliers and has agreements in place to
mitigate the impact of a movement in exchange
rates.

The Group also monitors and forecasts its
financial  position to ensure funding
requirements are being met.

Legal and Regulatory:

The business is required to comply with the
legislation in relation to a wide range of areas,
including bribery and corruption, money
laundering, health and safety, modern slavery,
GDPR, FCA regulations. Non-compliance poses
the risk of penalties or damage to the Group’s

The Group employs an appropriately qualified
and experienced Company Secretary and a
separate Health and Safety officer and engages
with expert external advisors where necessary
to ensure legal, regulatory, and accounting
compliance.

reputation. :

People: .

1 The success of the Group’s business strategy is
dependent on its ability to attract, develop, and
retain a diverse range of high-quality colleagues.
The loss of these individuals, or the inability to

replacements may impact the Group’s ability to
-| achieve its objectives.

kecrujt sufficiently qualified and experienic_'ed_

The Group has a dedicated recruitment and
training team who monitor vacancy levels and
work in partnership with experienced senior
colleagues who have a track record of
successfully attrécting and -motivating
colleagues in the floorcoverings se'ctpr.

Commercial and Competition:

Lack of capacity in key suppliers or product
markets can cause delays in products supply,
increased costs and poor product quality. Failure
to manage or negotiate commercial contracts
effectively may result in higher costs therefore
reduced margins. The Group competes with a
wide variety of retailers across multiple channels
and across a broad spectrum of price points
therefore the loss of competitiveness may affect
the Group’s long-term growth and profit.

The Group invests in marketing designéd to
communicate our credentials on range, choice
and value and continuously monitors customer
service, product and advertising performance
and competitor activity.

The Group works closely with its suppliers to
ensure the products it sells are of the highest
quality and meet the organisation’s required
ethical and safety standards.

Cyber security:
Loss of access to or loss of data from the Group’s
IT systems and infrastructure through cyber-

on day-to-day business which may have an
adverse effect on the Group’s revenue.

attack may affect the Company’s ability to carry |

The Group has an ICT security framework in
place which highlights the highest cyber risks,
we also utilise third part consultants to perform
penetration testing on a regular basis. As new
cyber risks develop, we adjust our framework
accordingly.
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COVID-19:

Serving and interacting face to face with retail | Daily review of the latest Government advice
-and regulations along with regular dialogue with
our existing supply-chains ensures the Group
quickly adapts and continues to operate in the
most efficient manner possible.

customers is core to the Group’s retail business
strategy in all territories. Further, multi-
disciplinary support teams work closely together
to support Group operations.

Utilisation of the Ilatest virtual office
It is unclear how the COVID-19 pandemic will | environments and investment in technology
evolve and impact colleagues, supply chain and | enables colleagues to work remotely.

customers.

Going Concern

Following the change of ownership in January 2020, Meditor subscribed £10.0m for new ordinary shares and
increased the intergroup debt facilities to £70.0m. In March 2021 the same debt facilities were acquired by
NestWare; increased to £120.0m,‘an.d their maturity extended to 31 December 2024, thus proViding a solid
financial platform to fund significant capital investment projects aimed at sécuring the long-term future of
the business and sustainable profitable growth. These facilities are subject to covenants which Nestware has
presently set aside. Nestware has also confirmed its intention to provide additional financial support, if
required, for a period of at least 12 months from the date of approval of the financial statements for the
period ended 31 October 2020 and this is backed by a formal letter of support upoh which the directors can
rely, as at the date of approval of these financial statements, there are sufficient funds within the wider

group.

The Directors have prepared cash flow forecasts to December 2024. These projections are sensitive to
changes in the underlying assumptions, the main two being revenue and margin. These forecasts indicate
sufficient resources will be available to settle liabilities as they fall due for a period of at least 12-month from
the date of approving these financial statements. The plans also incorporate costs savings delivered through
the successful execution of the CVA, which is due to end in 2022. Whilst not included in the going concern
assessment, management believe the successful completion of the CVA will enhance the Group’s credit
rating.

As previously noted under risks and uncertainties, the effects of the COVID-19 pandemic are being felt on a
global scale with governments facing unprecedented challenges and taking the necessary counter measures
to combat the spread of the infection. The Group’s trading results have been materially impacted by COVID-
19 during the period reported, in the period post balance sheet and almost certainly beyond. Despite these
unprecedented challenges the fundamentals upon which Carpetright’s business is built remain sound and
the Directors continue to carefully monitor the situation so appropriate actions are taken in a timely manner
to safeguard the business model and shareholder investment. Trading since the lifting of Covid restrictions
in 2022 has been positive and in line with directors’ expectations. ‘

The Directors are closely monitoring the unfolding events in Ukraine in reference to any potential impact on
the Group’s trading position. The Group does not source any product directly or indirectly from Ukraine or
Russia; however, the Directors are conscious of the impact the conflict is having on fuel costs, specifically
crude oil, and the inflationary impact this ‘may’ have on the Group’s input materials cost. At the time of
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writing suppliers are not indicating any changes to input costs. This being the case the Directors do not see
the conflict having a material impact on going concern at the time of approval of the financial statements.
Based on their assessment of the Group’s financial position, forecast and projections the Directors believe
the Company and the Group have more than sufficient resources to maintain operations for the foreseeable
futfjre, including for a minimum of twelve months following the signing of these accounts, and beyond.

For this reason, the Directors continue to adopt the going concern basis in preparing the financial statements.

. Statement by the Directors on performance of their statutory duties in accordance with s172(1) of the
Compahies Act 2006 .
The Directors consider that they have acted in ways that they believe in good faith to be the most likely to
promote the success of the Company for the benefit of its members as a whole (having regard to the matters
set out in 5.172(1) of the Act) in the decisions they made during the period ended 31 October 2020.

A nurhber of significant decisions were made in the period, ndtably the in'\"/est'igation as to solutions to deliver
thé long-term funding required by the Group and its belief that the offer from Meditor was the only viable
route to deliver its requirements for a deliverablé, controllable solution to those requirements required to
make Carpetright a sustainable business. This culminated in the recommendation by the Directors as to the
acquisition by Meditor in late 2019, which completed in January 2020. Meditor has since m.ade further
funding available to the Group, both through capital and debt. In making the recomniendation, the Directors
. were cognisant of the need to act fairly and took advice as to the financial terms of the takeover proposal
which helped ensure that the proposal was properly considered, and the duty was discharged appropriately.

It has in the period, further, strengthened its financial position, thereby promoting the long-term success of
the business through the sale and leaseback of a number of freehold and long-leasehold properties, with
flexible terms to allow Carpetright to terminate the leases where it considers it appropriate to do so.

The promotion of the long-term success and improvement in the financial stability of the business has the
effect of ensuring that it has been able to continue to trade and pay its suppliers, continues to employ. a
significant number of people throughout the UK and Europe and ensures continuity of the provision of
introduction of customers to approximately 1,100 flooring installation businesses.

The needs of the customers are paramount as, without customers, the business would not exist. Against the
backdrop of the COVID-19 pandemic, Carpetright has developed a range of digital services to maintain its
service proposition. These include Virtual and Video consultations which enable the business to discuss our
customers flooring needs, demonstrate relevant products and process orders. Carpetright has developed this
proposition further with the recent launch of ‘Goinstore’. '

The Group continues to take customer service very seriously. Building on the learnings from its ‘in-store
experience’ training programme Carpetright has refined its Customer Journey to enable the business to share
the benefits with all customer facing colleagues to develop the quality of each customer interaction.
Recognising the importance of extending this across all customer touchpoints with the business and to
broaden the ability for customers to choose how they want to shop with the business, Carpetright is
launching a transformational programme of activity to develop its ‘in-home’ experience. This improved
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service will enable customers to select products from physical samples, utilise digital technologies such as

our flooring visualiser and complete their order from the comfort of their own home.

The Directors acknowledge that, in addition to the customers, it needs to foster business relationships with
suppliers and others. The key suppliers to the Grou'p are merchandise suppliers, landlords and other
relationships include approximately 1,100 flooring installation businesses in the UK and 300 in the
Netherlands and Belgium that rely on Carpetright’s customers for their business. To keep in line with the

market, Carpetright has made one key decision to change the rates with the fitters in order to reflect the
current market circumstances, as it continues to maintain good relationships with those suppliers through
regular dialogue. In the light of the lockdown-imposed consequent upon Coronavirus, and the restrictions on
trading, Carpetright has sought to find a fair system such that the burden of the fixed rental cost is shared
between landlords and the Company. A significant number of deals have been struck to share this burden
equitably, and discussions remain ongoing with other landlords with a view to reaching agreement. The
Directors acknowledge that reaching agreement with all landlords on same the basis as it has done so with a
significant proportion of landlords will be in everyone’s mterests and will reflect a fair outcome both between
“landlords and with Carpetright. « '

Non-Financial information

The Group is committed to operating a sustainable business model and continually evaluate and update our
initiatives in line with best practice. While we have discussed progress in each of the key areas above, we do
not necessarily have specific, relevant policies and KPIs concerning non-financial information.

Environmental Matters

The Group has continued to progress with our strategy of buﬂdlng a sustainable business committed to taklng
steps to control and minimise any damage our operations may cause to the environment through
manufacturing processes, transport, energy usage and packaging. In particular, we are aware of the issue of
climate change, and we are taking steps to understand and minimise our carbon emissions.

We recognise that the benefits through reduced cost and the environment benefits by reducing our

consumption of energy and water. The release of greenhouse gases, notably carbon dioxide generated by

burning fossil fuels, has an impact on climate change, which presents a risk to both our business and the

wider environment. To substantially reduce the carbon emission, we have started a trial with the use of an
electric truck.

We accept our responsibility to continually improve our environmental performance. We continue to benefit
from the introduction of Automatic Meter Readers for electricity and gas, we have introduced automated
time clocks in 10 stores to regulate the heating, which enable us to identify high-use locations and take
corrective action where necessary, together with proactive management preventing us from heating stores
overnight.

During the financial period we were able to reduce our electricity consumption further by introducing LED
lighting into eight newly refurbished stores and installed motion-sensor technology into eight fully
refurbished stores plus 41 partial refurbished stores, to ensure lights are only being used when necessary.

We have an Ethical and Environmental Code of Conduct (the Code) to ensure that we have an ethical supply
chain and require our suppliers to sign up to the Code. The Code prohibits, for example, animal testing, the
use of timber from non-sustainable sources and the use of certain chemicals which may be harmful to
customers.



CARPETRIGHT LIMITED

STRATEGIC REPORT
For the period ended 31 October 2020

Employees _

Clearly critical to our ability to operate, our workforce is comprised of over 2,400 employees (we call them
colleagues) across the Group. Our colleagues bring a wide variety of skills and experience, some of which are
specialist and relatively niche. That said, in the most voluminous of our store-based roles, there is no specific
requirement of prior skills and experience. We have a comprehensive training programme in place and can
recruit from a wide labour pool. We have begun research to pinpoint the personal attributes that bring us
greater predictability of future performance but do not believe this will reduce our potential labour pool;
rather it will assist us in quickly filtering for candidates that are likely to perform well once recruited.

As the consumer shopping landscape around us becomes ever more omnichannel, we are conscious that we
must continue to bolster our workforce with colleagues who have skills and agility in the digital arena.

Attracting and retaining great colleagues is pivotal to the Group’s future and we have invested heavily over

the past year to lay the foundations for upcoming work in this area. It will be critical to our future that we

are viewed by potential employees as an Employer of Choice. We now have multi-generations in the labour

pool and must ensure we.can appeal to potential employees across the generatlons if we are to be able to,
continue to meet our future workforce needs. We will continue to work in this area uncovering what appeals

to potential employees and how, as an employer, we can show that we can meet those desires.

Further work to bridge skills gaps has been started this year with Apprenticeships for our internal pipeline to
Store Manager roles. In addition, we have made significant headway with the work for our new trammg
approach the Retail Academy. ' ~

To support our'épproach to colleague wellbeing, we have focussed on leveraging our par'tnership with Retail
Trust, a charitable organisation who provide colleagues with access to emotional, physical and financial
wellbeing resources. In addition, they also provide colleagues with access to counselling services and financial
support where appropriate. Our Wellbeing community, accessed through our Fuse platform, serves
colleagues with regular and tailored wellbeing content.- The importance of this has been particularly
heightened during the COVID-19 pandemic.

The Directors took the decision to access the furlough arrangements from the government in the UK through
the Coronavirus Job Retention Scheme, in the Republic of Ireland, Jersey and Guernsey through the relevant
COVID-19 Wage Subsidy Schemes. In Ireland we benefited from the Pandemic Unemployment Payment
(PUPS) as well as the national employment office supplement scheme in Belgium. This ensured that a
significant number of individuals would be able to return to work, rather than lose their jobs through
redundancy.

Social Matters

During this financial year we concluded our support for The British Heart Foundation. The partnership, which
was largely centred on colleague fundraising, throughout the partnership we raised a total of £318,000 to
help fund research into heart and circulatory diseases. In addition, our colleagues in the Republic of Ireland
raised a total of €11,000 for the Irish Heart Foundation throughout the partnership. Alongside this we have
- trained over 600 colleagues in essential life-saving CPR, so that we may be of help to anybody suffering a
cardiac arrest in our stores, homes, or neighbourhoods.
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Human Rights

We do not have a specific human rights policy at present, but we do have policies that adhere to international
human rights principles. We will review from time to time whether a specific human rights policy is needed
in the future, over and above our existing policies. Our statement on modern slavery is available on our
website www.carpetright.co.uk.

Anti-corruption and Anti-bribery

In our effort to stop any type of corruption we have put in place an Anti-Bribery and Corruption Policy which
requires compulsory compliance by all staff. A copy of the policy is circulated to all new starters upon joining
the business. We also operate whistleblowing hotlines through a third party provider enabling matters of
concern to be raised on a named or anonymous basis.

The Strategic Report was approved by the Board of Directors and signed on behalf of the Board.

Patrick Stir-ling-'H'oWe
Director
18 March 2022
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The Directors present their Group Annual Report for the 18-month period to 31 October 2020.

Directors A
The Directors who held office during the period were as follows:

Wilf Walsh

Patrick Stirling-Howe (appointed 1 June 2020)

Jeremy Simpson (resigned 1 June 2020)

Pauline Best (appointed 1 August 2019; resigned 23 January 2020)
David Clifford (resigned 23 January 2020)

Robert Ivell (resigned 23 January 2020)

Jemima Bird (resigned 23 January 2020)

Sandra Turner (resigned 5 September 2019)

Results and DlVldends ' :
The results for the period are set out on page 21 of the financial statements.

No dividend was paid, and no dividend was proposed during the period reported (2019: Nil).

Quallfymg third-party indemnity prowsmns

The Company has provided qualifying third-party indemnities for the benefit of each Director who held offlce_
during the financial period ended 31 October 2020, all of which remain in place as at the date of this report.

The Company also purchased and maintained Directors’ and Officers’ liability insurance during the financial
period.

Employee Involvement and Engagement
The Strategic Report contains details of those matters of strategic importance where the interests of employees have
been considered as part of the decision-making process.

In addition, there are a number of communication channels in place to help people develop their knowledge of and
enhance their involvement with the Group. These include surveys, management briefings, briefings to stores and
offices, annual events, store visits and video updates.

Over the past year, we have worked on actions identified in the employee engagement survey and listening
groups conducted in 2019. We will continue with this approach over the coming year and seek to find
additional ways in which colleagues are able to share their views and inputs. We have actively involved
colleagues in developing concepts and working through trials and pilots, and we intend to continue with this
approach.

Our main channel of communication with our distributed workforce is via our communications and training
platform, Fuse. During the past period and exacerbated by COVID-19 impact, we have seen less reliance on
formally crafted video communications and a move to less formal, “homemade” videos. Indeed, during
lockdown periods, Fuse has been a critical tool for communicating with colleagues.

We continue to see good levels of engagement with Fuse with almost 2.8 million-page views in the past
period (up 3.4% on last year). We have also seen increase in likes, follows, comments and shares.

11
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in the wake of COVID-19, we hosted a hugely successful virtual conference for colleagues, which provided an
engaging and interactive platform for colleagues during a time in society when it was not possible for face-to-face
group interaction. This enabled the Company to provide a business update, present the future strategy and host a
Q&A opportunity for colleagues. Additionally, employee awards were presented recognising colleagues’
.contributions and achievements.

Throughout this period and particularly where employees were furloughed, communication was key. As well as
formal communications in writing or via Fuse, managers continued to remain in touch with employees through
informal means such as WhatsApp groups to check-in on wellbeing and to keep them abreast of business issues.

The Group has, where appropriate, also consulted with employees on a collective basis, reflected on
proposals made by employee representatives and reached agreement in respect of all matters subject to the
consultation accordingly.

EmploYmeht' etc. of Disabled Persons , S A
The Directors believe in creating, throughout the Group, a culture that is free from discrimination and
harassment, and will not tolerate discrimination in any form. We are an equal opportunities employer and
our people and applicants are treated fairly and equally regardless of their age, colour, creed, disability, full
or part time status, gender, marital status, nationality or ethnic origin, race, or sexual orientation.
Applications from people with disabiiities are always fully considered. Should an irdividual become disabled
while working for the Group, efforts are made to continue their employment and retraining is provided, if
necessary. '

We believe the attributes of individuals and their different perspectives and experiences add value to our
business. We recognise that a diverse workforce will provide us with an insight into different markets and
help us to anticipate and provide what our customers want from us.

Political Donations and Expendituré
The Group did not make any political donations in the period (2019: £nil).

Branches of the Company outside the UK
The Company has established a ROl branch as part of its business operations.

12
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Streamlined Energy and Carbon Reporting (unaudited)

Energy Consumption May19 - Oct20
Natural Gas (kWh) 31,412,139
Direct Transport (kWh} 11,062,964
Scope 1: Combustion of fuel Red Diesel (kWh) 45,310
and operation of facilities.
Kerosene (kWh) 32,951
Total Scope 1 Energy (kWh) 42,553,364
Scope 2: Electricity purchased. Total Electricity (kWh) 31,565,952
Total Scope 1 and 2 Energy Consumption (kWh) 74,119,316
Emissions Assessment . E _ May19 - Oct20
' o o thlu.ra‘l‘Gas (tCOze) 5,776
Direct Transport (tCO2ze) 2,824
Scope 1: Combustion of fuel Red Diesel (tCO2e) 11.6
and operation of facilities.
Kerosene (tCO:ze) 8.1
, Total Scope 1 - (tCOze) 8,620
Scope 2: Electricity purchased | . Location Based (LB) (tCOze) | . +7,911
and heat and steam’ - i
: generated. Market Based (MB) (tCOze) 6,913
Location Based Total Scope 1 and 2 Emissions (tCOze) 16,530
Market Based Total Scope 1 and 2 Emissions (tCOze) 15,533
Intensity Metric Assessment May19 - Oct20
intensity Ratio 1 Turnover £m . 39.07

Energy Efficiency Narrative

The Company has installed LED lighting, replaced old heaters including, ventilation and air conditioning

(HVAC) systems and upgraded building insulation, which is expected to result in an 15% reduction in kWh

saving in energy consumption over the next 3 years. This includes looking at greater energy across the

Company’s estate within recycling and renewable energy. These actions were the top 3 recommendations
. from our most recent ESOS audit (carried out in February 2019) and we have also signed up to ISO 50001.

Methodology Notes

Exclusions - No Mandatory emissions have been excluded from this report.

Emissions Factors Applied - DEFRA 2019/20.

Methodology - This report is aligned with GHG protocol and Environmental Reporting Guidelines including
streamlined energy and carbon reporting guidance.

Estimations - 0.8% of energy and 0.7% of emissions are based on estimated values.

Scope of emissions included in the report - Electricity, Gas, Direct Transport, Red Diesel and Kerosene.
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Strategic Report

The Company has chosen, in accordance with section 414C (11) Companies Act 2006, to set out the Strategic
Report information required by the Large and Medium-sized Companies and Groups (Accounts and Reports)
Regulations 2008 to be contained in the Directors’ Report. It has done so in respect of its particulars of
important events and future developments.

~Statement as to Disclosure to Auditors
Each of the Directors of the Company has confirmed that, as far as they are aware, there is no relevant audit

information of which the auditors are unaware, and that each Director has taken all steps to make him or
herself aware of any relevant audit information and to establish that the Company’s auditors are aware of
that information.

Statement of Corporate Governance Arrangements ‘ ,

Prior to being acquired by Meditor Ho'ldjngs Limited in January 2020, the applicable Corporate Governance
Arrangements were the UK Corporate Governance Code. The Company complied with that Code in full during
the relevant period. Following the acquisition, the Company has applied the WATES Corporate Governance
Principles for Large Private Companies which can be found on the Financial Reporting Council website. The
Directors have set out below an explanation of how the Wates Principles have been applied.

Principle 1 — Purpose and leadership .

The Board’s primary purpose is to deliver sustainable and profitable long-term growth for the benefit of the
Company’s members and wider stakeholders. The principal strategic focus of the Board has been to oversee
the implementation of the Company’s plans to continue to promote the success of the business. With a view
to ensuring that the Company achieves its purpose, the Directors engaged in frequent dialogue with the
shareholder, employees at head office and stores throughout the country. Employees are also kept informed
of the Company’s plans and performance and given the opportunity to communicate their views, channel
their queries through regular head office meetings. The Company’s purpose has guided the Board to establish
the values and culture of the Company to promote the success of the Company in the long-term.

Principle 2 — Composition

The Board comprises of Chief Executive Officer and Chief Financial Officer who are fully involved in the day-
to-day running of the business. The Board members have a diverse range of skills, expertise and experience,
their roles and responsibilities are separate and clearly defined to ensure that there is a balance of
responsibilities, accountabilities, and decision-making across the Company. The size and composition of the
Board is appropriate and at the right level. The Board discharges some of its responsibilities directly through
committees such as operating and risk committees, senior management team and other heads of
department. As and when required, the Board composition will be reviewed and considered to ensure that
the Board has the appropriate mix of knowledge, experience, and diversity to meet the strategic needs of
the Company in the future. All Directors have access to the advice and services of the Company Secretary
and may, if they wish, take professional advice at the Company’s expense.

Principle 3 — Responsibilities

The Board is responsible for setting the Company’s objectives and policies, providing effective leadership and
for approving the Company strategy, budgets, business plans and major capital expenditure. It has
responsibility for the management, direction and performance of the Company and is accountable to the
Company’s shareholder for the proper conduct of its business. The Chief Executive Officer takes responsibility
for all business decisions with the ongoing support from the Chief Financial Officer, operating committees,
and senior management team. The Company has in place a well-developed operating framework which sets
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out the Company’s operating rules, policies, and delegatlons of authorities between the Board, its
committees, and the senior management team.

Principle 4 - Opportunity and Risk

The Board meets regularly with the senior management team to review, advise on and approve the
Company’s strategic plan, which includes short term opportunities to improve business performance and a
consideration of long-term strategic opportunities. The Board is also responsible for determining the
Company’s risk appetite, reviewing the assessment of the principal and emerging risks compared to the
desired level of risk. The Risk Committee assists the Board in fulfilling its responsibility for determining the
Company’s risk appetite and for ensuring that sound risk management and internal control systems are
maintained. The Risk Committee meets on a quarterly basis and its membership comprises the Chief Financial
Officer (Chair), and appropriate senior managers Further details of the principal risks affecting the Company
can be found on pages 4-6.

" Principle 5 - Remuneratlon ; : o
The. Company remains committed to ensuring that the remuneratlon of the executive dlrectors and semor .
management continue to support and drive the Company s strategy and motivates the senior management
team to deliver the results and value for the shareholder. Giving due regard to the financial and commercial
health of the Company, the executive directors and senior management are fairly rewarded for their

_ individual contributions to the company's overall performance. In addition to'the consideration of executive

remuneration, the Company has taken a keen mterest in the gender pay gap and is committed to continue

improving the Company’s gender pay gap. The Company also believes strongly in equal opportunities,
promoting equal treatment regardless of age, disability, gender, ethnic origin, religion, nationality, marital
status or sexual orientation and takes a zero-tolerance approach to discrimination.

Principle 6 — Stakeholder Relationships and Engagement

The Board has clearly outlined its pufpose, which is to deliver sustainable and profitable long-term growth
. and to generate value for its shareholder, with due regard of the interests of the Company’s other
stakeholders, including colleagues (employees), customers; suppliers, landlords, regulators, local authorities,
and the wider community. The Company believes strongly in communications with its stakeholders to
promote stakeholder relationships and the Company’s success.

The Board duly considers the views of the shareholder and the interests of the company in its decisions
making and, in any transactions, undertaken by the Company. The Board recognises that colleagues are key
to the Company’s success. The Board is committed to ensuring high levels of employee engagement. The
Company is committed to ensuring that all customers are treated fairly, and that customer’s interest is
considered as part of the decision-making process, at every level within the Company. The Company is
committed to ensuring that slavery and human trafficking is not taking place in any of its supply chains or any
part of its business.

Further details of engagement with stakeholders can be found on pages 7-10, in the section 172(1) statement
within the Strategic Report.
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Statement of Directors’ responsibilities in respect of the financial statements

The Directors are responsible for preparing the Annual Report and the financial statements in accordance
with applicable laws and regulations. UK company law requires the Directors to prepare financial statements
for each financial period. Under that law, the Directors have prepared the Group and Parent Company
financial statements in accordance with International Financial Reporting Standards (IFRSs) as adopted by
the United Kingdom.

The financial statements are required by law to 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 Company and Group for that period.

In preparing those financial statements, the Directors are required to:
e select suitable accounting policies and then apply them consistently;
e make judgments and estimates that are reasonable and prudent;
e state that fhe financial statements comply with IFRSs as adopted by the United Kingdom' and

e prepare the ﬂnanual statements on the going concern basus -unless it is mapproprlate to presume
that the Group will continue in busmess in which case there shiould be supporting assumptions or
qualifications as necessary.

The Directors are responsible for keeping proper accounting records that 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 and as regards the Group financial statements,
-Article 4 of the IAS Regulation. They are also responsible for safeguarding the assets of. the Company and the
Group and hence for taklng reasonable steps for the prevention and detection of fraud and other '
irregularities. '

Approved by the Board of Directors and signed on behalf of the Board.

Patrick Stirling-Howe
Director
18 March 2022
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Qualified opinion

We have audited the financial statements of Carpetright Limited (the ‘parent company’) and its subsidiaries
(the ‘group’) for the period 28 April 2019 to 31 October 2020 inclusive, which comprise the consolidated
statement of statement of profit and loss, the group and company statements of changes in equity, the group
and company balance sheets, the group and company statements of cash flow, and 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
international accounting standards in conformity with the requirements of the Companies Act 2006 and, as
regards the parent company financial statements, as applied in accordance with the provisions of the
Companies Act 2006. '

_n our opinion, except for the bossible effects ef the matters described in the “Basis for qualified opinion
section” of our report,"fhe.'f'i'héhcial statements have been prepared in accordance with the requii’ements of
the Companies Act 2006 and:
1. give a true and fair view of the state of the group’s and of the parent company’s affairs as at 31 October
2020 and of the group’s loss for the period then ended; and
2. have been properly prepared in accordance with international accounting standards in conformlty with
the requirements of the Companies Act 2006 and as regards the parent company fmancnal statements,
as applied in accordance with the prowslons_of the Companies Act 2006.

Basis for qualified opinion

The carrying amount of the group’s and the parent company’s inventory balance at 31 October 2020 is
£46.0m and £37.3m, respectively. £25.2m of the group’s and the parent company’s inventory balance is held
at stores in the UK and the Republic of Ireland. A further £6.9m of the group’s inventory balance is held at
stores by a significant component of the group.

Due to the restrictions of movement imposed by the government as a result of Covid-19, the parent company °
and this component of the group were unable to perform sufficient physical inventory counts during the
period to enable us to obtain sufficient appropriate audit evidence as to the operating effectiveness of
controls related to the perpetual inventory systems in pIace at the stores of the parent company and this
component of the group.

Accordingly, we were unable to obtain sufficient appropriate audit evidence regarding the existence and
condition of the £25.2m inventory balance held at stores by the parent company, and of the £6.9m mventory
balance held at stores by this component of the group at 31 October 2020

We were unable to satisfy ourselves by alternative means concerning the existence and condition df
ihventory held at stores by the parent company and by this component of the group at 31 October 2020 by
using other audit procedures. Consequently, we were unable to determine whether any adjustment to these
amounts were necessary, or whether there was any consequential effect on the group’s cost of sales and the
~ group’s loss for the period ended 31 October 2020.
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In addition, the carrying amount of the group’s trade payables balance and the group’s accruals and deferred
income balance at 31 October 2020 is £22.6m and £11.6m, respectively. Of these balances, £2.0m of trade
payables and £1.7m of accruals and deferred income are held by a significant component of the group.

Due to issues with this component’s underlying accounting records, including its IT systems, we were unable
to obtain sufficient appropriate audit evidence regarding the completeness and valuation of the group’s trade
payables and accruals and deferred income balances held by this component at 31 October 2020.

Emphasis of Matter — Going concern (group and parent company)

We draw attention to note 1 of the financial statements on page 25, which explains that the group’s and the
parent company’s future viability is dependent on the continued support of its principal lender, and for that
lender to waive the consequences of further breaches of financial covenants. '

While the lender has provided a letter to the directors confirming support for a period of not less than 12
months from the date of approval of these financial statements, the Iender is not legally bound by this -
support. L o ' Tl

In the scenario where the lender withdraws such support and the group and the parent company are unable
to raise further funds or generate sufficient cash to cover its liabilities as they fall due, it would likely have a
material impact on their financial condition and on their ability to continue their trading activities.

At 31 October ZOZO, the group and the parent company held cash and cash équivalents of £47.4m and
£41.8m, fespectively, and had headroom on their lending position of £5.0m. The directors have prepared
cash flow forecasts which indicate that continued financing within the current headroom and waiver of
financial covenants from the lender will be required over the period of 12 months from the date of approval
of these financial statements.

Our qualified opinion is not modified in respect of this matter.

Conclusions reléting to going concern
We have nothing to report in respect of the following matters in relation to which the 1SAs (UK) require us to
report to you where:

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

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

Other information

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

We have concluded that where the other information refers to those balances described in the “Basis for
qualified opinion” section of our report, or related balances such as the group’s cost of sales and the group’s
loss for the period, it may be materially misstated for the same reasons as those set out in the “Basis for
qualified opinion” section of our report.

Oplmons on other matters prescnbed by the Compames Act 2006 - 4
Except for the possible effects of the matters described in the “Basis for quallfled opinion” section of our
report, in our opinion, based on the work undertaken in the course of the audit:

1. the information given in the Strategic Report and the Directors’ Report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and
2. the Strategic Report and the Directors’ Repdrt have been prepared in ac;drdance with ‘applitable legal
“requirements. ' ' '

Matters on which we are required to report by exception

Except for the possible effects of the matters described in the “Basis for qualified opinion” section of our
report, in light of the knowledge and understanding of the group and the parent company and their
environment obtained in the course of the audit, we have not identified material misstatements in the
Strategic Report or the Directors’ Report.

Arising Solely from the matters described in the “Basis for qualified opinion” section of our report:

1. we have not obtained all the information and explanations that we considered necessary for the purpose
of our audit; and
2. we were unable to determine whether adequate accounting records have been kept by the parent
company. ,
We have nothing to report in respect of the'following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:
1. returns adequate for our audit have not been received from branches not visited by us; or
2. the parent company financial statements are not in agreement with the accountingnrecords and returns;
or

certain disclosures of directors’ remuneration specified by law are not made.
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Responsibilities of Directors

As explained more fully in the directors’ responsibilities statement set out on page 16, 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 operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements .

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

A further descriptioh of our responsibilities for the audit of the financial statements is located on the Financial

Reporting Council’s website at www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor’s report. '

Use of the audit report

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. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’s website at www.frc.org.uk/auditorsresponsibilities. This descnptlon forms part of our

auditorsrepo%//%/

Richard Karmel {Senior Statutory Auditor)

for and on behalf of Mazars LLP

Chartered Accountants and Statutory Auditor
Tower Bridge House

St Katharine’s Way

London EIW 1DD

Date: lg M(lfCA %DZZ
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Group 18-month period ended

31 October 2020 Group year ended 27 April 2019
Separately Separately
Underlying reported Underlying  reported

performance items Total performance items Total

Notes £m £fm £m £m £m £m

Revenue 493.2 . - 493.2} 386.4 - 386.4

Cost of sales (224.5) - (22a5)l (176.0) - (176.0)

Gross profit 268.7 : 268.7; 210.4 - 210.4

Administration expenses (194.9) (5.5) (200.4)' (209.5) (9.2) (218.7)

Other operating income/(loss) 3.5 (5.8) (2.3) 2.0 13 33
Earnings before interest, tax, depreciation and

amortisation 77.3 (11.3) 66.0 2.9 (7.9) (5.0)

Depreciation 29 (82.4) . - (82.4) (10.7) - (10.7)

mortisation : 2 {1.1) - (11); - (0.7) - {0.7)

Operating loss ) (6.2) (11.3) (17.5) (8.5) (7.9) (16.4)

Finance costs 5| (46.8) - (46.8)] (8.4) - (8.4)

" Loss before tax | (53.0) (11.3)  (64.3)] (16.9) (7.9) (24.8)

Tax _ 6 | 21 (23 - 26 0.2 2.8

Loss for the financial period | .(50.9) (13.8) (64.3)} (14.3) (7.7) (22.0)

I

!

Consolidated Statement of Comprehensive Income for the period ended 31 October 2020

Group
18-month period Group
ended 31 October year ended
2020 27 April 2019
Notes £m © £fm
Loss for the financial period ] (64.3)! (22.0)
Items that may not be reclassified to the income statement:

Re-measurement of defined benefit plans 19 {1.0) ‘ (0.5)
Tax on items that may not be reclassified to the income statement 6 - 0.1
Total items that may not be reclassified to the income statement | (1.0)! (0.4)

Items that may be reclassified to the income statement: g :
Exchange gains ‘1.9] (0.7)
Total items that may be reclassified to the income statement j 1.9/ (0.7)

i 1

Other comprehensive income/(expense) for the period 0.9} (1.2)
Total comprehensive expense for the period (63.4)! (23.1)
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Capital
Share Share Treasury redemption Translation Merger  Retained

capital premium shares reserve reserve reserve earnings Total
Group £m £m £m £m £m £m £m £m
At 28 April 2018 ) 0.7 19.1 (1.4) 0.1 100 - (18.9) 9.6
Loss for the period - - - - - - (22.0) (22.0)
Other comprehensive expense for the financial
period - - - = {0.7) - (0.4) (1.1)
Total comprehensive expense for the financial period - - - - 0.7) To- (22.4) (23.1)
Issue of new shares 23 - - - .- 60.4 - 62.7
Transfer from merger reserve - - - - - (60.4) 60.4 -
Share based payments and related tax - - - - - - 0.5 0.5
At 27 April 2019 | 3.0 191 (14) 0.1 9.3 - 19.6 49.7 {
Loss for the period i - - - - - - (64.3) (64.3)
Other comprehensive expense for the financial ]
period ’ o - - - L= 1.9 - (1.0) 0.9
Total comprehensive expense for the financial period! - -, - - - 19 (65.3) (63.9)}
Issue of new shares 1.0 9.0 - b= - - 10.0
Cancellation of treasury shares - - 14 - - - (1.4) -
Share based payments and related tax - - - - - - 03 0.3
At 31 October 2020 . I 40 281 - 0.1 1.2 = (46.8) (3.9) |

Capital
Share Share Treasury redemption Transfation Merger  Retained

capital premium shares reserve reserve reserve earnings Total
Company £m £m £m £m £m £m £m £m
At 28 April 2018 0.7 19.1 (1.4) 0.1 (0.1) - (26.7) (8.3)
Loss for the period - - - - - - (20.1) (20.1)
Other comprehensive income/(expense) for the
financial period : - - - - 0.1 - (0.4) (0.3)
Total comprehensive income/(expense) for the
financial period - - - - 0.1 - (20.5) (20.4)
Issue of new shares 23 - - - - 60.4 - 62.7
Transfer from merger reserve - - - - - (60.4) 60.4 -
Share based payments and related tax - - - - - - 0.5 0.5
At 27 April 2019 3.0 19.1 (1.4) 0.1 - - 13.7 345]
Loss for the period - - - - .- - (68.4) {68.4)
Other comprehensive income/(expense) for the
financial period - - - - 19 - (1.0) 0.9
Total gomprghensive income/(expense) for the - - - . - 19 - (69.4) (67.5)
financial period
Issue of new shares 1.0 9.0 - = - - 10.0
Cancellation of treasury shares - - 1.4 - - - {1.4) -
Share based payments and related tax - - - - - - 0.3 03
At 31 October 2020 | 40 281 - 0.1 1.9 - {56.8) (22.7);
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Cashflow Statement for the period ended 31 October 2020

Group Group Company Company
2020 2019 2020 2019
Notes fm £m fm - £m
Assets
Non-current assets
Intangible assets 8|  337] 206 115! 8.0
Property, plant and equipment 9t 496" 889 29.5 ; 55.0
Investment property 10 10.6 E 10.3 - 14
Investment in subsidiary undertakings 11 - 3 - 121 1 15.7
Right-of-use assets 24 159.9 | - 140.0 : -
Deferred tax assets 18 1.6 { 0.9 1.6 { 0.9
Trade and other receivables 13 ’ - } 0.5 - % 04
Total non-current assets b 25541 130.2 | 194.7 { 81.4
Current asset§
Inventories 43.7 ] 373} 339
Trade and other receivables 12.9 . 361 50.0
Cash and cash equivalents _ 154} 418 13.7
Total current assets 720 °~ 1152} = 976
! !
Total assets | 359.1 } 202.2 | 309.9 179.0
Liabilities
Current liabilities .
Trade and other payables 15 | (70.9) }‘ " (69.8) (66.0) ) (65.9)
Obligations under finance leases - (0.1) - (0.1)
Borrowings and overdrafts 16 | (ss.o)] (25.5) (65.0)* (25.5)
Provisions for liabilities and charges 17 {1.3) (5.0) (1.3) ' (5.0)
Lease liability 24 (65.2) - (58.3)" -
Current tax liabilities (2.6) (1.2) (0.8)’ (0.8)
Total current liabilities [ (2050, (1006)] {191.4); (97.3)
Non-current liabilities
Trade and other payables 15 (0.2) (24.3) (0.2) (24.3)
Obligations under finance leases - (1.3) -‘w (0.3)
Borrowings and overdrafts 16 - (15.9) -! (15.9)
Provisions for liabilities and charges 17 - (6.1) . -} (6.1)
Lease liability 24 (155.6) - (140.8)‘1 -
Deferred tax liabilities 18 (1.5) 27 . ' f -
Retirement benefit obligations 19 0.2) 0.6){ (0.2)] (0.6)
Total non-current liabilities | "(157.5) (50.9) | (141.2)! (47.2)
Total liabilities | (362.5)} (152.5)} (332.6)! (144.5)
Net assets/(liabilities) o @ae) 4971 (22.7) 345
Equity
Share capital 30 3.0
Share premium 19.1 19.1
Treasury shares (1.4) (1.4)
Other reserves 29.01 13.8
Total deficit attributable to shareholders of the Company } (3.4) | 49.7 } (22.7)} 345

The retained loss for the Company for the period was £68.4m (2019: loss of £20.1m). These financial statements from pages

21 to 72 were approved by the Board of Directors on 18 March 2022 and were signed on its behalf by:

Director Patrick Stirling-Howe
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Group Group Company Company
period year period year
ended 31 ended ended 31 ended
October 27 April  October 27 April
2020 2019 2020 2019
Notes £m £m fm fm
Cash flows from operating activities
]
Loss before tax (64.3)% (24.8) (69.8) {(25.2)
Adjusted for: i
Depreciation and amortisation 2 83.5] 114 '67.3 8.5
(Profit)/ loss on property disposals 4 (8.3)} (1.3) 0.8 (1.3)
Separately reported non-cash items 4 13.0; 6.3 125 5.7
Separately reported cash items 4 - 2.4 - 2.0
Share based payments and other non-cash items 4,22 0.3If 0.5 0.3 0.5
Net finance costs S 468l 8.4 429 8.2
Operating cash flows before movements in working capital 71.0) 29 54.0 (1.6)
(Decrease)/increase in inventories ) (1.9) (1.1) (3.4) 0.3
. Increase/(decrease) in trade and other receivables 0.1} 38 10.3 " 39
" Decrease in trade and other péyablesi ' 20.9 (17.9) 19.8 (17.3)
Net income/(expenditure) on exit of operating leases ~ (0.4) 0.9 {0.3) 0.9
Restructuring costs - (2.4) - (2.0}
Provisions paid (1.4) (9.6) (1.4) (9.6)
Contributions to pension schemes (1.6) " (1.2) (1.6) (1.2)
Cash generated from /(used in) operations 86.7 (24.6) - 774 (26.6)
Interest paid {(47.8) (2.4) (44.1) (2.4)
Corporation taxes (paid)/received (0.5)! 0.3 0.7 0.6
Net cash generated from/(used by) operating activities | 384} (26.7)§ 34.0] (28.4)
Cash flows from investing activities
Purchase of intangible assets (3.9) (4.4); (3.7)
Purchase of property, plant and equipment and investment property (4.8) (4.4) (3.1)
Proceeds on disposal of property, plant and equipment and investment
property 0.6 135 0.6
Interest received - 0.2 u.2
Net cash used in investing activities 8.1 49; (6.0
Cash flows from financing activities
Issue of new shares 10.0. 62.7 10.0 62.7
Repayment of finance lease obligations -' (0.2) - {0.1)
Repayment of lease liability (53.9) - (44.4)
Repayment of borrowings 27,28 (27.3) ‘ (34.5) (27.3) .(34.5)
Dividends from subsidiaries -’ - 2.5J -
New loans 27,28 51.0, 14.9 51.0 14.9
Net cash used in financing activities ] (20.2)] 429 | (8.2)} 43.0
Net increase in cash and cash equivalents in the period 27 | 34.5) 8.1 30.7 8.6
Cash and cash equivalents at the beginning of the period 12.95 4.8 11.2 25
Exchange differences 28 - - (0.1) 0.1
Cash and cash equivalents at the end of the period 14,27 } 474} 129 { 41.8] 11.2

For the purpose of the statements of cashflow, cash and cash equivalents are reported net of overdrafts repayable on
demand. Overdrafts are excluded from the definition of cash and cash equivalents disclosed in the balance sheets and

are included in borrowings and overdrafts under current liabilities.
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Notes to the accounts for the period ended 31 October 2020

~

1. Principal accounting policies

The principal accounting policies applied in the preparation of these consolidated financial statements are
set out below. These policies have been consistently applied to all the periods presented unless otherwise
stated. :

General information

Carpetright Limited (‘the Company’) and its subsidiaries (together, ‘the Group’) are retailers of floorcoverings
and beds. The Company delisted from the London Stock Exchange on 24 January 2020. The Company is
incorporated in England and Wales and domiciled in the United Kingdom. The address of its registered office
is Carpetright Limited, Nestware House, Purfleet Bypass, Purfleet, Essex, RM19 1TT. The nature of the Group’s
operations and its principal activities are the retail of flooring and beds and related items.

Basis ofrpreparation

The consolidated financial statements of the Group and the Company were previously drawn up to within
seven days of the accounting record date, being 30 Apfi| of each year. Following the acquisition of the
Company by Meditor Holdings Limited the accounting period was extended to 31 October 2020. The -
accounting period for 2020 represents the 18 months to 31 October 2020. The comparative financial peribd
for 2019 was for 12 months ended 27 April 2019.

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs) and International Financial Reporting Interpretations Committee (IFRS IC)
interpretations as adopted by the United Kingdom together with those parts of the Companies Act 2006
applicable to companies reporting under IFRS. The consolidated financial statements have been prepared on
the historical cost basis except for pension asset which are carried at fair value, pension liabilities which are
prepared at discounted present value. The Company has elected to take the exemption under section 408
of the Companies Act 2006 not to present its statement of profit or loss and statement of comprehensive
income. The loss after tax for the Company for the period was £68.4m (2019: loss of £20.1m).

Going concern

The Directors have prepared cash flow forecasts to December 2024. These projections are sensitive to
changes in the underlying assumptions, the main two being revenue and margin. These forecasts indicate
sufficient resources will be available to settle liabilities as they fall due for a period of at least 12 months from
the date of approving these financial statements.

As noted under risks and uncertainties on pages 4-6, the effects of the COVID-19 pandemic are being felt on
aglobal scale with governments facing unprecedented challenges and taking the necessary counter measures
to combat the spread of the infection. The Group’s trading results have been materially impacted by COVID-
19 during the period reported, in the period post balance sheet and almost certainly beyond. Despite these
unprecedented challenges the fundamentals upon which Carpetright’s business is built remain sound and
the Directors continue to carefully monitor the situation so appropriate actions are taken in a timely manner
to safeguard the business model and shareholder investment.

Based on their assessment of the Group’s financial position, forecast and projections the Directors have a
reasonable expectation that the Company and the Group have adequate resources to continue in operational
existence for a minimum of twelve months following the signing of these accounts and beyond. For this
reason, the Directors continue to adopt the going concern basis in preparing the financial statements.
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Disclosure of ‘separately reported items’

IAS 1 ‘Presentation of Financial Statements’ provides no definitive guidance as to the format of the statement
of profit or loss but states key lines which should be disclosed. It also encourages the disclosure of additional
line items and the reordering of items presented on the face of the statement of profit or loss when
appropriate for a proper understanding of the entity’s financial performance. In accordance with IAS 1, the
Group has adopted a columnar presentation for its Consolidated statement of profit or loss, to separately
identify underlying performance results, as the Directors consider that this gives a better view of the
underlying results of the ongoing business. As part of this presentation format, the Group has adopted a
policy of disclosing separately on the face of its Consolidated statement of profit or loss, within the column
entitled ‘Separately reported items’, the effect of any components of financial performance for which the
Directors consider separate disclosure would assist both in a better understanding of the financial
performance achieved. In its adoption of this policy, the Group applies a balanced approach to both gains
and losses and aims to be both consistent and clear in its accounting and disclosure of such items.

Both size and the nature and function of the components of income and expense are considered in deciding
upon such presentation. Such items may include, inter alia, the financial effect of separately repbrted items
which occur infrequently, sug:h as major reorganisation costs, one-off project costs and impairments and the
taxation impact of the separately reported items.

New and amended accounting standards adopted by the Group A
The following standards and interpretations to standards became effective in the period commencing 28
April 2019. ' ' ’

1. IFRS 16 ‘leases’ was effective for year ends béginning on or after 1 January 2019. The Group adopted
the standard on 28 April 2019. The impact of the standard is disclosed in note 24.

2. Amendment to IAS 19 ‘employee benefits’- plan amendment, curtailment or settlement. Effective
for periods commencing on or after 1 January 2019. The Group schemes were closed to members in
2010. The changes in the standard are thus not applicable and do not have a material impact to the
Group.

3. IFRS 9 ‘Financial instruments — prepayment features with negative compensation. Effective for
periods commencing on or after 1 January 2019. The changes in the standard increased the scope of
assets that may be measured at amortised costs and changes on accounting for modifications to a
financial liability. These changes did not have a material impact on the Group.

4. Amendment to IAS 28 ‘investment in associates’. Effective for periods commencing on or after 1
January 2019. The amendment dealt with the treatment of long-term interest in associates and joint
ventures. This amendment did not have a material impact on the Group as it does not have any
associates or Joint ventures.

5. Annual improvements 2015-2017 cycle - Effective for periods commencing on or after 1 January
2019. This amendment did not have a material impact on the Group.

6. IFRIC 23 ‘Uncertainty over income tax’. Effective for periods commencing on or after 1 January 2019.
This interpretation clarifies how the recognition and measurement requirements of IAS 12 ‘Income
tax’ are applied where there is uncertainty over income tax treatments. This clarification did not
have a material impact on the Group.
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New standards and interpretation not yet effective

There were several new standards, amendments to standards and interpretation to existing standards which
were issued but not yet effective and have not been adopted in the preparation of the financial statements.
None of these would have a material impact on the financial statements.

1. Amendment to IFRS 3 ‘business combinations’ definition of a business- Effective for periods
commencing on or after 1 January 2020. This change widens the definition of acquisition that would
fall within the scope of IFRS 3. The impact of this is not expected to be material.

2. Amendment to IAS 1 ‘presentation of financial statements and Amendment to IAS 8 ‘Accounting

" polices changes in accounting estimates and error. Effective for periods commencing on or after 1

January 2020. The amendments clarify the definition of material and make it more consistent across

all IFRS’s. The changes are not expected to have a material impact on the Group’s financial
statements

3. Amendments to the conéeptual framework. Effective for periods commencing,on‘or after 1 January
2020. The changes are not expected to have a material impact on the Group’s financial statements.

Basis of consolidation

The consolidated financial statements incorporate the financial. statements of the Company and entities
controlled by the Company (its subsidiaries). Control is achieved where the Company has the power to
govern the financial and operating policies of a subsidiary to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the perioq'are included in the consolidated
statement of profit or loss from the effective date of acquisition or up to the effective date of disposal, as
appropriate. Where necessary, adjustments are made to the financial statements of subsidiaries to bring the
accounting policies used into line with those used by the Group. All intra-group transactions, balances,
income and expenses are eliminated on consolidation. ’

Exchange differences

The consolidated financial statements are presented in pounds Sterling, which is the Company’s functional
and presentation currency. Transactions in foreign currencies, which are those other than the functional
currency of an entity, are recorded at the opening rate for the month in which the transaction occurs which
is used as a reasonable approximation to the rate at the transaction date. Monetary assets and liabilities
denominated in foreign currencies are translated at the rates ruling at the balance sheet date. Resulting
exchange gains or losses are recognised in the statement of profit or loss for the period, except where they
are part of a net foreign investment hedgé, when they are recognised in equity. The Group had no foreign
exchange hedge contracts in place at period end. On consolidation, the assets and liabilities of the Group’s
foreign operations are translated at the rate of exchange ruling at the balance sheet date. Income and
expenses of foreign operations are translated at the average rate during the period. Differences on
translation are recognised as a separate component in other comprehensive income. On disposal of a foreign
operation, the cumulative exchange differences for that operation are recognised in the statement of profit
or loss as part of the profit or loss on disposal. Goodwill and fair value adjustments arising on the acquisition
of a foreign operation are treated as assets and liabilities of that operation and are translated at the rate
ruling at the balance sheet date and are recognised in other comprehensive income.
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Revenue

Revenue: We evaluate our Revenue with customers based on the five-step model under IFRS 15: ‘Revenue
from Contracts with Customers’: (1) identify the contract with the customer; (2) identify the performance
obligations in the contract; (3) determine the transaction price; (4) allocate the transaction price to separate
performance obligations; and (5) recognise revenues when (or as) each performance obligation is satisfied.
Revenue from the sale of goods and services is recognised when the group has satisfied its performance
obligation by transferring control of the goods or service to the customer. Control of the goods is transferred
at the point of delivery or collection of the goods to the customer or their agent. In the case of a provision of
service, revenue is recognised at the point the service is performed.

When the Group receives a payment and has a commitment to provide goods and services, the value of the
goods or service is recognised as “contract liabilities”. Contract Liabilities are realised and fulfilled within 12
months. : :

Revenue is shown net of discounts, sales returns, charges for the provision of interest free credit and VAT or
other sales related taxes. Revenue is measured based on the con5|derat|on specmed in a contract W|th a
customer and excludes amounts collected on behalf of third partles S0

Government grants

Government grants are recognised in profit or loss ona systematic basis and recognised in the Statement of
profit or loss over the periods necessary to match the benefit of the credit with the costs for which it is
intended to compensate. The grant is only recognised when there is reasonable assurance that the Group
will comply with the conditions attaching to it-and that the grant will be’ recelved Grantincome is recorded
as a deduction to the related expense, where the expense has been incurred in the same period as the grant
income received. Government grants only relate to the various furlough schemes operated dunng the period
as a result of the pandemic - see note 3.

Share based payments

The Group issues equity-settled share-based payments to certain employees, the terms of these payments
do not contain any market conditions. The fair value of options granted is recognised as an employee benefits
expense. The total amount to be expensed is determined by reference to the fair value of the options at the
date the options were granted. The value of the charge is adjusted to reflect expected and actual levels of
options vesting. The total amount to be expensed over the vesting period is determined by reference to the
fair value of the options granted, excluding the impact of any service and performance conditions that
are included in the assumptions about the number of options which are expected to become exercisable. At
each balance sheet date, the Group revises its estimates of the number of options which are expected to
become exercisable. It recognises the impact of the revision of original estimates, if any, in the statement of
profit or loss and a corresponding adjustment to equity is made. Please refer to note 22 for further details
on the share schemes.

Treasury shares

Own equity instruments that are reacquired (Treasury shares) are recognised at cost and deducted from
equity. No gain or loss is recognised in profit or loss on the purchase, sale, issue or cancellation of the Group's
own equity instruments. Any difference between the carrying amount and the consideration, if reissued, is
recognised in the share premium reserve.
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Other operating income
Rental income earned on investment property is recognlsed in other operating income and is recognised on
a straight-line basis over the term of the lease.

Tax

“Current tax liabilities are measured at the amount expected to be paid, based on tax rates and laws that are
enacted or substantively enacted at the balance sheet date in the countries where the Company and its
subsidiaries operate and generate taxable income.

Deferred tax expected to be payable or recoverable on differences at the balance sheet date between the

" tax bases of assets and liabilities and their carrying amounts for financial reporting purposes is accounted for
using the balance sheet liability method. Deferred tax liabilities are generally recognised for all taxable
temporary differences, and deferred tax assets are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary differences can be utilised. Such assets and
liabilities are not recognised if the temporary difference arises from goodwill or frdm the initial recognition
(other than in a business combination) of other assets and liabilities in a transaction that affects neither the
taxable profit nor the accounting profit. Deferred tax is calculated at the rates of tax that are expected to
apply when the asset or liability is settled, based on tax rates that have been enacted or substantlvely enacted
by the balance sheet date, and is not discounted.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset the current tax
assets agamst the current tax liabilities and it is the intention to settle these on a net ba5|s

Tax is charged or credited directly to other comprehensive income if it relates to items that are charged or
credited to other comprehensive income; otherwise, it is recognised in the statement of profit or loss.

Dividends -

Dividends payable are recognised as a liability in the financial statements in the period in which the dividends
are approved by the Company’s shareholders or, in the case of interim dividends paid.

Dividend income is recognised as other income in the profit or loss when the right to receive payment is
established.

Goodwill

Goodwill represents the excess of the cost of an acquisition over the falr value of the Group S share of the
net identifiable assets of the acquired entity. For the purposes of impairment, goodwill is allocated to each
cash-generating unit (or groups of cash-generating units) that is expected to benefit from the business
combination. Goodwill is reviewed for impairment at least annually or when there is an indication of
impairment. Any impairment is recognised immediately in the statement of profit or loss and is not
subsequently reversed. On disposal of a subsidiary the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.
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Impairments ‘

Assets that have an indefinite useful life, for example goodwill, are not subject to amortisation and are tested
at least annually for impairment or when there is an indication of impairment. Assets that are subject to
amortisation and depreciation are reviewed for indications of impairment.at each balance sheet date. If
there is an indication of impairment, the recoverable amount of either the asset or the cash-generating unit
to which it belongs is estimated. Cash-generating units are used where an individual asset does not generate
cash flows which are independent of other assets. The recoverable amount of a non-financial asset is the
higher of its fair value less costs to sell and its value in use. Value in use is the present value of the future
cash flows expected to be derived from the asset or cash-generating unit.

An impairment loss is recognised in the statement of profit or loss whenever the carrying amount of an asset
or cash-generating unit exceeds its recoverable amount. Non-financial assets other than goodwill that suffer
impairment are reviewed for possible reversal of |mpa|rment at each reporting date. :

Other mtanglble assets o

- Purchased brand names and other |ntang|ble assets are capntallsed at cost. Acqulred software ||cences and
software development costs are capltallsed based on_the costs incurred to acquire and bring into use the
specific software.

Gains and losses on disposals of intangible assets are determined by comparing proceeds with carrying
amount. These are included in the statement of prpfit or Ioss.

Amortisation of intangible assets is calculated to write off the cost of the asset, on a straight- -line basns over
its expected useful life.

The expected useful lives generally applicable are:
e Brands - 20 years
e  Computer software - 5 to 10 years

Property, plant and equipment

Property, plant and equipment is shown at cost less accumulated depreciation and any provision for
impairment in value. Depreciation is provided to write down the cost of property, plant and equipment, on
a straight-line basis, to their estimated residual values over their estimated useful lives. Freehold land is not
depreciated. The estimated useful lives and residual values of assets are reviewed annually.

The estimated useful lives by asset category that are generally applicable are:
e Freehold and long leasehold buildings - 50 years
e Short leasehold buildings - The shorter of the period of the lease and the estimated useful life
e Fixtures and fittings - 3 to 15 years, except for fixed racking which is depreciated over 25 years
e Other plant and machinery - 5 to 10 years

Gains and losses on disposals of tangible assets are determined by comparing proceeds with carrying amount.
These are included in the statement of profit or loss.
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Borrowing costs. '

Gross interest costs incurred on the financing of major projects are capitalised until the time that they are
available for use. Unless a specific borrowing is taken out to finance the asset, interest is capitalised using
the weighted average interest rate of all non-specific borrowings. Where a specific borrowing is taken out
to finance the asset, interest is capitalised at the rate applicable to that borrowing.

Investment property

Property that is held to earn rental income and for capital appreciation |s separately disclosed as investment
property. Investment property is carried at depreciated historical cost. Depreciation rates and useful lives
of investment property are the same as those for property, plant and equipment.

IAS 17 Leases

Prior to the adoption of IFRS 16 ‘Leases’ on 28 April 2019 the Group applied IAS 17 ‘Leases’. Under IAS 17
‘Leases’ the Group classified Leases as finance leases where the terms of the lease transfer substantially all
-the risks and rewards of ownershlp to the Group All other leases, were classified as operatmg Ieases

Assets used by the Group which had been funded through finance leases were capitalised in property, plant
and equipment and the resulting lease obligations were included in payables. The assets were depreciated
over the shorter of their useful lives and the period of the lease. The interest element of the rental obligations
was charged to the statement of profit or loss over the period of the Iease and represented a constant
proportion of the balance of capital repayments outstandlng ' :

Rentals payable under operating leases were charged to statement of profit or loss on a straight-line basis
over the period of the lease. Premiums payable, rent-free periods and contributions receivable on entering
an operating lease were charged or credited to income on a straight-line basis over the lease term. In the
event of an amendment to the lease term, the period of recognition for any balance outstandlng was adjusted
accordingly. Further detail can be found in note 24. :

Transition to IFRS 16

The Group has adopted IFRS 16 ‘Leases’ using the modified retrospective approach and took advantage of
the transition provisions within IFRS 16 ‘Leases’. The Group has also taken advantage of several practical
expedients. -

1. Prior year comparatives have not been restated and there has been no adjustment to equity as a
result of adopting the standard.
2. Leases that were previously classified as finance leases. The easement allows for the initial right-of-

use asset and Lease liability to be equal to finance lease asset and finance lease liability at the date
of transition.

3. No assessment has been made on whether a contract is or contains a lease at the date of transition.

4. At initial recognition the Right-of-use asset is equal to the Lease Liability, adjusted for prepaid rents,
lease incentives and onerous provisions.

5. A single discount rate has been applied to assets that are similar in nature and share the same
characteristics.

6. Reliance was taken on previous assessment as to whether the lease was onerous or not.

The Group did not avail itself of the low value exemption, where the standard does not require the
recognition of the right-of-use asset or lease liability for low value assets.

The changes in accounting resulting from adopting the standard are discussed below and also in note 24.
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IFRS 16 Leases and right-of-use assets

The Group adopted the new leasing standard, IFRS 16 ‘Leases’ on the 28 April 2019, using the modified
retrospective approach, option 2. The Group recognises a right-of-use asset and a corresponding liability at
the date at which a leased asset is made available for use by the Group. The Group has not taken the
exemption available, on transition, relating to small value leases or leases with terms less than 12 months.
Lease liabilities are measured at the present value of the future lease payments, excluding any payments
relating to non-lease components. Future lease payments include fixed payments, in-substance fixed
payments, and variable lease payments that are based on an index or a rate, less any lease incentives
receivable. Lease liabilities also consider amounts payable under residual value guarantees and payments to
exercise options to the extent that it is reasonably certain that such payments will be made. The payments
are discounted at the rate implicit in the lease or, where that cannot be readily determined, at an incremental
borrowing rate.

Right-of-use assets are measured initially at cost based on the value of the associated lease liability, adjusted
for any payments made before inception, initial direct costs and an estimate of the dismantling, removaland

) r'e'sto'ratioin costs required in the terms of the lease. The Group presents right-of-use assets separately in the
'consolid_ated'balance sheet. After initial recognition, the lease liability is reduced for payments made and
increased to reflect interest on the lease liability (using the effective interest method).

The related right-of-use asset is depreciated over the term of the lease or, if shorter, the useful economic life

of the leased asset. The lease term shall include the period of an extension option where it is reasonably

certain that the option will be éxercised. Where the lease contains a purchase option the asset is written off .

. over the useful life of the asset when it is reasonably certain that the purchase option will be exercised. The

Group remeasures the lease liability (and makes a corresponding adjustment to the related right-of-use

asset) whenever:

1. The lease term has changed or there is a change in the assessment of the exercise of a purchase
option, in which case the lease liability is remeasured by discounting the revised lease payments
using a revised discount rate.

2. The lease payments change due to changes in an index or rate or a change in expected payment
under a guaranteed residual value, in which case the lease liability is remeasured by discounting the
revised lease payments using the initial discount rate (unless the lease payments change is due to a
change in a floating interest rate, in which case a revised discount rate is used).

3. A lease contract is modified, and the lease modification is not accounted for as a separate lease, in
which case the lease liability is remeasured by discounting the revised lease payments using a revised
discount rate.

The company has taken advantage of the transition exemption on leases that were previously classified as
finance leases. The easement allows for the initial right-of-use asset and Lease liability to be equal to finance
lease asset and finance lease liability at the date of transition.

Leases for which the Group is a lessor are classified as finance or operating leases. A lease is classified as a
finance lease if it transfers substantially all the risks and rewards of ownership to the lessee and classified as
an operating lease if it does not.

Amounts due from lessees under finance leases are recognised as receivables at the amount of the Group’s
net investment in the leases. Finance lease income is allocated to accounting periods to reflect a constant
periodic rate of return on the Group’s net investment in the lease.
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Covid rent concessions

The Group has taken advantage of the amendment to IFRS 16. The amendment does not require lessees to
treat rent concessions, as a result of Covid-19, as a lease modification. The lessee is permitted to treat such
concessions in the same way as non-modification to leases are treated. The Group has therefore treated
Covid-19 rent concessions as a variable lease payment and recognised a credit in the profit and loss account
in the period in which the event that triggered the rent concession occurred.

Investment in subsidiaries

The Company’s investment in subsidiary undertakings is recognised at cost and is accounted for net of
impairment losses. An impairment review is performed annually. Income from investments is recognised in
the statement of profit or loss.

Inventories
Inventories are valued at the lower of weighted average cost and net realisable value Net reallsable value

"is based on estimated selling prices less further costs to be mcurred to disposal. Provnsmns are made for

“obsolescence, mark down and shrinkage based on actual losses, ageing of inventories and sales trends.

Rebates receivable from suppliers.

Rebates earned by the Group take the form of volume-based rebates, for attaining specific purchase targets,
with individual suppliers. These agreements normally cover the financial period. Agreements that cover
more than one financial period are recognised in the period in which.the rebate is earned and are credited
to the carrying value of inventory to which they relate. The Group also receives discounts/rebates from
certain suppliers for one-off, targeted marketing and promotional events. These rebates are recognised in
the period in which the promotional activity is held.

~ Financial instruments

The Group does not have any derivatives or complex financial instruments.

The Group's principal financial instruments comprise borrowings and overdrafts, cash and cash equivalents.
These financial instruments are used to manage funding and liquidity requirements. Other financial
instruments which arise directly from the Group’s operations include trade receivables and payables and has
applied the simplified approach of IFRS 9.

The Group has no other material financial instruments. Further details can be found in note 20.

Trade receivables and payables .

Trade receivables and payables are initially recognised at fair value and subsequently adjusted to the
amount receivable or payable. Receivables are stated net of a provision for impairment following the
expected credit loss model of IFRS 9. See note 13. .

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, cash at bank, deposits repayable on demand, highly
liquid investments and sums in transit receivable within 30 days from our credit card and Interest Free
Credit providers. For the purposes of the statements of cash flow, cash and cash equivalents also includes
bank overdrafts, which are shown within borrowmgs and overdrafts in current liabilities on the balance
sheet.
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Financial Instruments (continued)

Bank loans and overdrafts : .
Bank loans and overdrafts are initially recognised at fair value less directly attrib