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Furniture Village Limited
A

Chairman’s statement

In my previous Chairman’s statement [ detaled management's determunaton to prepare for what they
considered to be a challenging year for the UK Retail sector following the then pending general election
It 1s pleasing to report that the improvements te the business which have resulted thus far from its ‘Change
for the Better Programme’ have further improved 1ts resthence, enabling 1t to continue to trade profitably
n a difficult market where consumer confidence has fallen significantly

Whilst the business improvement programme has contributed well to business performance in the past
year there are further significant enhancements to operational effectiveness and efficiency which are
already 1n the pipeline and will result in a leaner, fitter and more scalable business long into the future

There 1s httle doubt however, that the i1mmediate-term challenge resulting from a tightening in trading
subsequent to the increase in VAT requires a careful balance of driving profitable volumes and controlling
spending, whilst continuing to invest 1n our people and our business for the longer term

The management team have historically plotted a careful, sensible course and will continue to do so with
the ‘Change for the Better’ programme, providing genumely exciung and sohid foundations for the
business for 1ts next twenty years

Trading review

Turnover for the 52 weeks to the 3" April 2011 was £180 7m, up £8 3m or 4 8% on last year’s 53 weeks
The increase on the equivalent 52 week period for the prior year 1s £10 8m or 6 3%

The work done in recent years to deliver a robust product margin has allowed the business to
accommodate a degree of product-cost pressures, detertorauion in the value of sterling and significant
increases 1n promotional price-focussed competition, whilst also securing a sohid volume performance

Overheads continue to be well controlled, with a degree of early efficiency improvements from the
‘Change for the Better’ programme, offsetting to a degree some significant increases in marketing
investment and property related spend

The resultant EBITDA for the 52 week year was £6 8m, down by £1 5m or 17 7% compared to last year’s
53 week year Companson with the equivalent 52 week period for the prior year however shows an
EBITDA which was down by £0 5m or 7 3%

Balance sheet

The underlying business model 1s cash generative and the sohd trading performance outlined above
together with a continued focus on the cash posttion during the year, has resulted 1n a closing cash halance
of £11 8m, after allowing for continued nvestment in capital expenditure with the opening of our new
Kingston and Farnborough Stores and relocation of our National Distnbution Centre

People

Furniture Village 1s very much a people business and 1n the past year investment 1n this area has further
mcreased, 1n recognition of the impact that traimng and development has on overall performance
Significant additional funding for ‘company-wide’ training has been approved 1n the year, with customer
service trammng featuring strongly The business has excellent retention rates and regularly recogmises
great performance and long service to the business, that being said 1t 1s far from complacent and will
continue to invest 1n Its existing company-wide ‘Listening and Feedback® process, facilitated by the
relatively flat structure and open hines of communication These exercises will enable the management of
the business to stay close to 1ts people in what will likely prove to be difficult trading conditions for all of
retail
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Chairman’s statement (continued)

New stores

The third of our recent new stores was successfully launched at Kingston 1n the year, joining Cheltenham
and Farnborough which opened towards the end of the previous financial year Following extensive
research an updated target list of potential new stores has been 1dentified That being said the ‘prudent’
expansion strategy which has served the business well will continue and only those projects which meet or
exceed our ‘exacting mmvestment hurdles” will be considered In addition, our programme of organic
expansion of trading space will continue n the year ahead, with warehouse space being converted to
trading space 1n targeted locations across the UK

Outlook

There 1s Iittle doubt that consumer confidence 15 under significant pressure at present and that this 1s hikely
to continue for some time yet The businesses which will come through these tough times will be those
which create a culture which continuously seeks trading, operational, efficiency and cost improvements,
whilst doing so 1n a way which gears everything they do to the ever changing ‘needs and wants' of today’s
consumer

The furniture customer of today and the future wall tncreasingly look for retailers that they can trust
because they represent a combination of ‘real value® and ‘outstanding service’, a desire which 1s at the
heart of the marketing statement ‘You're in Safe Hands at Furmiture Village’

The management of Furmiture Village understand these challenges and whilst recogmising that trading may
take a little ime to recover all of 1ts lost ground, they have created a strategy which balances these factors
in the short, medium and long term interests of the business and 1n so doing aim to become the number
one destination for discerming furniture sheppers 1n the UK

J C Hodkinson

Chairman
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Directors’ report

The directors present their report and financial statements for the 52 weeks ended 3 Apnil 2011

Strategy overview

The Furnuture Village strategy 1s to position wself at the upper end of the volume furniture retail market 1n
the UK

Our mission

To provide our customers with an unrivalled shopping experience An Awesome Expernience

Statement of intent

To continue to grow and develop our business and reputation, on the basis of sustainable competitive
advantage through the levels of service we offer, the passion and skill of the people who provide 1t and the
range, quality and value of our products

Results and dividends

The profit for the 52 week year, after taxation but before dividends, amounted to £3 Om which 1s 1n line
with the prior pertod profit of £3 Om for the equivalent 52 week period (2010 - reported profit of £3 7m
for 53 weeks) The directors have pad an ordinary dividend to Furntture Village Group Limuted, the
parent company, 1n 2011 of £750k (2010 — £ml) Preference divaidends of £222k (2010 — £222k) were
paid to Furniture Village Group Limited during the year These preference dividends have been classified
as interest paid in accordance with FRS 25 - Financial Instruments Disclosure and Presentation

Principal activities and review of the business
The principal activity of the company 1s the sale of quality furniture 1n the retail market

Turnover 1 the 52 week period has increased in total by 4 8% compared to last year's reported 53 week
period to £180 7m (2010 — £172 4m), but has increased by 6 3% against the equvalent 52 week period for
last year The operating profit has decreased to £3 8m (2010 — £4 5m for the equivalent 52 weeks) and the
profit before interest and tax decreasing to £3 7m (2010 — £4 6m for the equivalent 52 weeks)

The past year has been one in which we appear to have traded somewhat better than many of our
competitors and yet we will not be lulled into a false sense of security The management team has a
wealth of expenience 1n dealing with difficult trading conditions and the year we are entering 1s likely to
be as challenging as any the sector will have faced What 1s clear 1s that whilst we are reporting a solid set
of results for last year, we recogmuse that we must continue to evolve and ‘Change for the Better’

Future developments

The ‘Change for the Better’ programme which started m the autumn of 2010 has identified further
operational, efficiency and cost enhancements which will form the basis of structural changes in the year
ahead These changes will leverage existing asscts and experience, significantly improving all aspects of
our Supply Chain and Customer Service propositions, reinforcing our already strong reputation 1n those
areas tn which consumers are placing increasing importance

Financial highlights

Turnover for the 52 weeks to 3 April 2011 was £180 7m, an increase of 6 3% or £10 8m against the
equivalent 52 week pertod for the prior year Reported figures show an increase of 4 8% or £8 3m on the
amount of £172 4m reported for the 53 weeks of the prior period, (2010 — £172 4m, 6 5% or £10 Smup on
the previous year)

Against the backdrop of a very challenging market, 1t was pleasing to again repart a solid year of volume
growth whilst managing margmms and overheads well, resulung n another year of robust profit and
underlying cash generation
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Directors’ report (continued)

This performance has to a large degree been ‘self-generated’, with the underlying softening in consumer
confidence being offset by the business successfully challenging itself to make further improvements n
terms of choice, value, quality and service

Reported operating profit for the 52 week year of £3 8m 1s down £0 7m from £4 5m being for last years
equivalent 52 week period (2010 £5 5m for the reported 53 week period) This has generated EBITDA of
£6 8m compared to £7 3m for last year’s equivalent 52 week period (2010 £8 3m for the reported 53 week
period)

People, products and promotions

There 1s little doubt that the solid trading and financial results contained within this report were made
possible by the open and honest two-way communication which exists within the business This has
enabled us to quickly and effectively explain the nature of the challenges facing the sector, our strategy to
deal with 1t and our requirements of every one of our people to successfully overcome it We have again
increased the investment 1n all aspects of training, supporting this programme with more frequent face to
face discussions at all levels regarding how we can ‘Change for the Better’

The product side of the business has continued to evolve over the past year, with ranges being churned as
they are challenged to ‘earn’ their space on the floor This has created a vatality and excitement for our
people and our customers and 15 a key element of ensuring that our product offer remains relevant for the
world 1n which we are all now trading

As consumers’ spending habits continue to change at pace 1t 1s essential that businesses better understand
how they are thinking and acting and then adapt their offering, promotions and communications
accordingly In the past year we have increased our focus and investments 1n this area and as a result have
a promotion and communicaiton plan designed to stay 1n tune with the current market

Disabled employees

The company gives full consideration to applications for employment from disabled persons where
requirements of the job can be adequately fulfilled by a handicapped or disabled person

Where existing employees become disabled, 1t 15 the company's policy, wherever practicable, to provide
continuing employment under normal terms and conditons and to provide traiming and career
development and promotion to disabled employees wherever appropriate

Charitable contributions

The company’s chanitable donations for the year were £22,830 (2010 — £53,481) The prior year amount
included a one-off donation to the Furniture Trade Benevolent Association (FTBA) associated with the
company’s 20" anniversary which occurred in that year

Directors’ liabilities

The company has indemmfied the directors of the company against hability 1n respect of proceedings
brought about by third parties, subject to the conditions set out 1n section 234 of the Companies Act 2006
Such qualifying third party indemnity provision was in force throughout the year and remains 1n force as
at the date of approving the Directors’ report
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Directors’ report (continued)

Risk

The size of our business necessitates a lean management structure, which n turn dictates the amount of
resource that can be allocated to managing risk as a unique ‘subject’

Instead we segment risk and manage 1t accordingly
e Strategic risk,

L Financial risk,

L] Operational nisk, and

®  Health & Safety risk
Strategic risk

The changes made in recent years have undoubtedly made positive contributions to the performance in the
year, however this 15 a ‘journey and not a destination’ The changes to our consumers’ mind set, our
immediate and wider competitors’ behaviours are regularly reviewed and the implications reflected n
what we do This includes frequent domestic and global economic analysss, ranging from a financial to a
supply cham and consumer perspective That being said, we remain convinced that the broad strategic
direction which has served us so well over many years remains the right one for the market in which we
operate, as consumers exercise more scrutiny and place more emphasis on trust, service, quality, choice
and value, playing strongly to our existing core strengths

Financial nsk

The past year has been one of solid volume growth combined with strong margins and well controlled
overheads However, there 1s no doubt that the retail sector m the UK 1s expenencing a degree of
challenge which will test all businesses and we have prepared well for this situation Qur focus 1n recent
years on a strong cash model has and will continue to serve us well and this has been augmented with
operational cost savings which have been identified through increased centralisation and automation
which will enhance our overall offer, leaving the business both healthier and leaner

One of the key areas of focus for financial risk management includes that of exchange rate movements As
an element of cur product 1s sourced 1n US dollars we attempt to provide a degree of certamnty around this
arca by adopting a hedging strategy which could include forward contracts, options and spot purchases

Derivatives — Falr value

The fair value at 3 Apnil 2011 of derivatives held by the company was as follows

Forward foreign exchange contracts £48,087 (unrealised gain) (2010 — £83,416 unrealised gain)
Operational risk

Store managers, supported by regional management who ensure operational standards, manage our stores
at a local level Our concentration on quality stores, systems and infrastructure seek to ensure consistency
of performance Qur supplier base 1s managed 1n an open, honest and constructive fashion, with quality of
service being of huge importance to us

Health & Safety

The business takes 1ts health and safety responsibilities very seriously We ensure 1n all areas that we seek
to comply with all relevant legislation and allocate management tme to this subject at the highest level on
aregular basis The result of thes focus 1s an exemplary record for a business of this size
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Directors’ report (continued)

Directors
The directors who served dunng the year and te the date of this report were as follows

J C Hodkinson (Chairman)
P J Hamson

E G Wynne

E Duggan

M A Walker

Disclosure of information to the auditors

So far as each person who was a director at the date of approving this report 1s aware, there 1s no relevant
audit mformation, being information needed by the auditor in connection with prepaning its report, of
which the audttor 1s unaware Having made enquinies of fellow directors and the company’s audztor, the
directors have taken all the steps that they are obliged to take as directors 1n order to make themselves
aware of any relevant audit information and to establish that the auditor 1s aware of that information

Events subsequent to the balance sheet date
There are no events subsequent to the balance sheet date which require reporting for the company

Going concern

Furniture Village Limited results are consolidated mto a group, the ultimate parent company of which 1s
Furniture Village Holdings Lirmted Furnuture Village Limited 1s the trading company of the group and
funding 1s provided withun the group through loans held in the ultimate parent company, Furniture Village
Holdings Limited As such, the following statement on going concern 1s extracted from the consolidated
accounts of the group due to 1ts direct relevance to Furmiture Village Limited

The group’s business activities, together with the factors likely to affect its future development, 1ts
financial posttion, financial nsk management objectives and details of its financial nstruments and
denivative activities are described 1n this Directors’ report

In the 52 weeks to 3 April 2011 the Group has succeeded in a difficult economic and trading environment
to grow turnover by 6 3% (against the equivalent 52 weeks in the previously reported 53 week year) to
maintamn a healthy level of EBITDA of £6 8m, (EBITDA of £7 3m for the equivalent 52 weeks in the
previous reported 53 week year) In addition, through proactive measures taken to enhance the groups’
cash position over recent years, the group has ended the year with cash of £11 8m

The shareholding of the ultimate parent company, Furmiture Village Holdings Ltd, 1s all held by Directors
and senior Employees of the Company, and as such the business 1s able to respond guickly to changes 1n
the economic and trading environment The dwrectors therefore believe the group 1s well placed to manage
its business risks successfully despite the current uncertain economic outlook and are confident that the
group has adequate resources to continue trading effectively for the foreseeable future This position 1s
supported by a continued strong and supportive relationship with the Lloyds Banking Group
Accordingly, they continue to adopt the going concern basis 1n prepanng the annual report and accounts

Elective resolution and auditors

The company has passed Elective Resolutions to dispense with the laying of the financial statements
before the company 1n General Meeting, the appointment of auditors annually and the holding of the
Annual General Meetings, pursuant to section 485 of the Companies Act 2006

By order of the Board

==

Ed Duggan, Director Date 8 Dewmbe— 2011\
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Statement of directors’ responsibilities

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

Company law requires the directors to prepare financial statements for each financial period Under that
law the directors have elected to prepare the financial statements 1n accordance with United Kingdom
Generally Accepted Accounung Pracuce (Umited Kingdom Accounting Standards and applicable law)
Under company law the directors must not approve the financial statements unless they are sausfied that
they give a true and far view of the state of affars of the company and of the profit or loss of the
company for that period In preparing these financial statements, the directors are required to

*  select suitable accounting policies and then apply them consistently,
*  make judgements and estumates that are reasonable and prudent,

®  state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements, and

e  prepare the financial statements on the going concern basis unless 1t 15 mappropriate to presume that
the company will continue 1n business

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




Independent auditors’ report

to the members of Furniture Village Limited

We have audited the financial statements of Furniture Village Limuted for the 52 weeks ended 3 Apnl
2011 which comprise the Profit and Loss Account, the Statement of Total Recognised Gains and Losses,
the Balance Sheet, the Statement of Cash Flows and the rclated notes 1 to 26 The financial reporting
framework that has been apphed in their preparation 1s applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, m accordance with Chapter 3 of Part 16
of the Companses Act 2006 Our audit work has been undertaken so that we mught state to the company’s
members those matters we are required to state to them in an auditor’s report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume respoasibility to anyone other than the
company and the company’s members as a bady, for our audit work, for this report, or for the opimions we
have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibiliies Statement set out on page 8, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view Our responsibility 1s to audit and express an opinion on the financial statements 1n accordance
with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board’s (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures n the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
appropriate to the company's circumstances and have been consistently apphed and adequately disclosed,
the reasonableness of significant accounting estimates made by the directors, and the overall presentation
of the financial statements [n addition, we read all the financial and non-financial information 1n the
Charman’s Report and the Directors’ Report to tdenufy material inconsistencies with the audited
financial statements If we become aware of any apparent material misstatements or Inconsistencies we
consider the implications for our report

Opinion on the financial statements
In our opinion the financial statements

e give a true and fair view of the state of the company's affairs as at 3 April 2011 and of its profit for
the period then ended,

¢  have been properly prepared in accordance with Umited Kingdom Generally Accepted Accounting
Practice, and

*  have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opmion the information given n the Directors’ Report for the financial period for which the
financial statements are prepared 1s consisteat with the financial statements




Independent auditors’ report

to the members of Furniture Village Limited (continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us
to report to you if, 1n our opinion

e  adequate accounting reccrds have not been kept, or returns adequate for our audit have not been
recetved from branches not visited by us, or

®  the financial statements are not in agreement with the accounting records and returns, or
s certain disclosures of directors’ remuneration specified by law are not made, or

¢ we have not received all the information and explanations we require for our audit

6/\/\?1’0‘-13""3 LL

Debbie O’Hanlon (Senior Statutory Auditor)
For and on behalf of Ernst & Young LLP (Statutory Auditor)
Reading

Date s W 2oty
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Profit and loss account
for the 52 weeks ended 3 Apnl 2011

52 weeks 53 weeks

ended ended

3 Apri 4 Apnil

2011 2010

Note £000 £000

Turnover 2 180,706 172,368
Cost of sales (92,945) (87,462)
Gross profit 87,761 84,906
Distribution costs (47,882) {44,694)
Administrative expenses (35,824) (34,361)
Profit before cost of new store openings 4,055 5.851
New and re-launched store pre-trading costs (245) {(393)
Operating Profit 3,810 5,458
L.oss on disposal of fixed assets 3 (74) ©6)
Profit before interest and tax 4 3,736 5452
Interest recervable and simular income 7 99 126
Interest payable and similar charges 8 (235) (246)
Profit on ordinary activities before taxatlon 3,600 5,332
Tax 9 (579) (1,658)
Profit for the financial period 20 3,021 3,674

All the acuvity of the company has been generated through contmuing operations in both the current and
prior period

Statement of total recognised gains and losses
for the 52 weeks ended 3 Apnil 2011

There are no recogmsed gains and losses other than the profit of £3,021,000 auwributable to the
shareholders of the company for the 52 weeks ended 3 Apnil 2011 (2010 — profit of £3,674,000)

1"
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Balance sheet
at 3 April 2011

Fixed assels
Tangible assets

Current assets

Stocks
Pebtors

Cash at bank and 1n hand

Creditors amounts falling due within one period

Net current assets /(liabilities)

Total assets less current liabilities

Creditors amounts falling due after more than one penod

Preference shares

Provisions for liabilities

Net assels

Capiial and reserves
Called up share capital
Share premium account
Profit and loss account

Shareholders’ funds

P J Harrison
Dhurector

T

E Duggan
Darector

Date

5 December 20i |

Note

11

12

21(c)

14

15

17

19

20

20

3 Aprid 4 Aprd
2011 2010
£000 £000

21,630 22,641
9,486 8,122

27,960 24,458

11,792 15,324
49,238 47,904
(48,304) (49,486)

934 (1,582)
22,564 21,059
- 3)
(3,150) (3,150)
(3,369 (4,132)
16,045 13,774
650 650
274 274
15,121 12,850
16,045 13,774

12
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Statement of cash flows
for the 52 weeks ended 3 April 2011

Net cash inflow from continuing operating activities
Returns on Investments and servicing of finance
Taxatlon

Capital expenditure and financial investment
Equity dividends pald to parent company

Financing

(Decrease) / Increase in cash

Reconciliation of net cash flow to movement in net funds

(Decrease) / Increase 1n cash
Repayment of capital element of finance lease

Change In net funds resulting from cash flows
Net funds at beginning of financial period

Net funds at end of financlal period

Note
21(a)
21(b)
21(b)
21(b)

10

21(b)

Note

21(c)

21(c)

52 weeks 53 weeks
ended ended
3 Apnl 4 April
2011 2010
£000 £000
1,629 9,634
(135) (114)
(1,790} (1,034)
(2,455) (3,057)
(750) -
31 31
(3,532) 5,398
52 weeks 53 weeks
ended ended
3 April 4 April
2011 2010
£000 £000
(3,532) 5,398
31 31
(3,501) 5,429
15,290 9,861
11,789 15,290
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Notes to the financial statements
at 3 April 2011

Accounting policies
Baslis of preparation

The financial statements are prepared under the historical cost convention, and 1n accordance with
applicable accounting standards

The accounting policies used n preparing the financial statements are consistent with those of the
previous financial period

Tangible fixed assets

Depreciation 1s provided on all tangible fixed assets at rates calculated to write off the cost, less estimated
residual value, of each asset evenly over its expected useful life, as follows

Short leasehold property - over the lease term
Fixtures, fittings, equipment and vehicles - over 4-10 pertods

The carrying values of tangible fixed assets are reviewed for impairment in periods 1f events or changes in
circumstances indicate the carrying value may not be recoverable

Revenue recognition

Revenue 1s recognised to the extent that the company obtains the right to consideration n exchange for its
performance Revenue 1s measured at the value of the consideration received, excluding value added tax
The following criteria must also be met before revenue 1s recogmised

Sale of goods
Revenue from the sale of goods 1s recogmsed on delivery of the goods to the customer
Delivery service

Revenue from the delivery service provided to our customers 1s recognised on completion of the delivery
of the goods

Stocks

Stocks are stated at the lower of cost and net realisable value Cost 1s determuned on a first in, first out
basis and comprises the purchase price of the goods and other directly attnbutable costs ncurred 1n
bringing the product to 1ts present location and condinon Net realisable value s based on estimated
selling price less any further costs expected to be incurred to completion and disposal

Deferred taxation

Deferred taxaton 1s provided on all uming differences, ansing from the different treatment for financial
statements and taxation purposes of transactions and events recogmsed 1n the financial statements of the
current and previous periods Deferred taxation 1s measured on an undiscounted basis at rates that are
expected to apply wn the periods 1n which the uming differences reverse, based on tax rates and laws
enacted at the balance sheet date Deferred taxation assets are only recognised to the extent that it 1s more
likely than not that there will be suitable taxable profits from which the underlying umuing differences can
be deducted

Foreign currencles

Transactions n foreign currencies are recorded at the rate ruling at the date of the transaction or at the
contracted rate if the transaction 1s covered by a forward foreign currency contract Monetary assets and
liabihities denomunated 1n foreign currencies are retranslated at the rate of exchange ruling at the balance
sheet date or, 1f appropnate, at the forward contract rate  All differences are taken to the profit and loss
account

14
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Notes to the financial statements
at 3 Apnl 2011

Accounting policies (continued)

Leasing and hire purchase commitments

Assets held under finance leases and hire purchase contracts are capitalised n the balance sheet and are
depreciated over the asset’s useful life The capital elements of future obhgations under leases and hire
purchase contracts are ncluded as liabilities in the balance sheet The interest elements of the rental
obligations are charged 1n the profit and loss account over the peniods of the leases and hire purchase
contracts and represent a constant proportion of the balance of capital repayments outstanding

Rentals payable under operating leases are charged 1n the profit and loss account on a straight-line basis
over the lease term

Pension costs

The company operates a defined contnbution pension scheme for eligible employees Eligibility 1s defined
by length of service Contributions are charged in the profit and loss account as they become payable 1n
accordance with the rules of the scheme

New and re-launched stores pre-trading costs

The costs associated with the pre-trading pertod of new and re-launched stores are wnitten off in the period
in whech they are incurred

Rent free periods and reverse premiums

During the course of opening new stores, operating leases are negotiated which may include rent-free
periods and/or reverse premtums Rent free periods and net reverse premiums are amortised from the date
of lease commencement on a straight-line basis over the period to the next open market rent review

Provisions and llablilities

A provision 1s recognised when the company has a legal or constructive obligation as a result of a past
event and 1t 1s probable that an outflow of economuc benefits will be required to setile the obliganon

Classification of shares as debt or equity
An equity instrument s a contract that evidences a residual interest in the assets of an entity after
deducting all 1ts liabihities Accordingly, a financial imstrument 1s treated as equity if

(1) there s no contractual obligation to deliver cash or other financial assets or to exchange financial assets
or hiabalities on terms that may be unfavourable, and

(1) the instrument 1s a non-dervative that contains no contractual obhgations to deliver a variable number
of shares or 1s a derivative that will be settled only by the company exchanging a fixed amount of cash or
other assets for a fixed nurnber of the company’s own equity instruments

When shares are 1ssued, any component that creates a financial iability of the company 1s presented as a
lLiability 1n the balance sheet The corresponding dividends relaung to the liability component are charged
as unterest expense in the income statement

Turnover

Turnover, which ts stated net of value added tax, represents the value of goods and services delivered and
invoiced to custemers Turnaver relates to one continung activity, the retailing of household furmture
within the United Kingdom

15
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Notes to the financial statements
at 3 April 2011

Loss on disposal of fixed assets
52 weeks
ended
3 Apnil
2011
£000

Loss on disposal of fixed assets (74)

53 weeks
ended

4 Apnl
2010
£000

(6)

The effect on the taxation charge for the period of the exceptional 1tems recogmsed below operating profit

1s disclosed 1n note 9

Profit before interest and tax
Thus 1s stated after charging

52 weeks
ended
3 Aprid
2011
£000
Audit of the financial statements
— Furmiture Village Limited and Group Companies 80
Other fees to auditors
— Corporation tax services 65
— VAT services 23
— Other services 1
Depreciation of owned assets 3,031
Depreciaton of assets held under finance leases and hire purchase contracts 27
Operaung lease rentals
- Property 15,628
— Other 919

53 weeks
ended

4 Aprid
2010
£000

79

42

8

10
2,772
27

14,541
820
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Notes to the financial statements
at 3 April 2011

5. Directors’ remuneration

Aggregate remuneraticn

Company contributions paid to money purchase pensten schemes

Members of money purchase pension scheme

52 weeks 53 weeks
ended ended
3Apnd 4 April
2011 2010
£000 £000
1,089 1,117

63 53

52 weeks 33 weeks
ended ended

3 April 4 Aprd
2011 2010

Ne No

4 4

The amounts 1n respect of the highest paid director were aggregate remuneration of £336,000 (2010 -
£343,000) and company contributions paid to pension schemes of £23,000 (2010 - £17,000) Directors’
remuneratton 1nclude bonuses relaung to the period in which they accrue, although these may be paid after

the peniod end
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Notes to the financial statements
at 3 April 2011

Staff costs

Wages and salanes
Social security costs
Pension costs

The average monthly number of employees during the peried was as follows

Office and management
Retating and distribution

Interest receivable and similar income

Rank 1nterest
QOther interest

52 weeks 53 weeks
ended ended

3 Aprd 4 April
2011 2010
£000 £000
25,585 24,519
2,695 2,649
825 719
29,105 27,887
32 weeks 53 weeks
ended ended
3 Apnil 4 April
2011 2010

No No
82 74

676 638
758 712
52 weeks 53 weeks
ended ended
3 Apni 4 April
2011 2010
£000 £000
91 104
8 22
99 126
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Notes to the financial statements
at 3 Apnl 2011

8. Interest payable and similar charges
52 weeks 53 weeks

ended ended

3 April 4 April

2011 2010

£000 £000

Dhividends paid on non-equuty preference shares to parent company 222 222
Finance charges payable under finance leases and hire purchase contracts 1 4
Other interest 12 20
235 246

Preference dividends are paid solely to the parent company Furniture Village Group Limited, which holds
100% of the ordinary share capital of Furniture Village Limited

9. Tax
(a) Tax on profit on ordinary activities
The tax charge 18 made up as follows

52 weeks 53 weeks

ended ended
3 April 4 Apnil
2011 2010
£000 £000
UK corporation tax
UK corporation tax on the profit for the penod 1,366 1,624
Tax over provided in previous periods (464) (63)
Total current tax (note Hb)) 902 1,561
Deferred tax
Ongination and reversal of tming differences - current period (258) 100
— pnior period (65) (3
Total deferred tax (note 18) (323) 97
Tax on profit on ordinary activities 579 1,658
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Notes to the financial statements
at 3 April 2011

9. Tax (continued)
)] Factors affecting the current tax charge for the peried

The tax assessed for the period differs from the standard rate of corporation tax in the UK of 28% (4 April
2010 - 28%) The differences are explained below

52 weeks 53 weeks

ended ended
3 Aprid 4 Aprd
2011 2010
£000 £000
Profit on ordinary activities before tax 3,600 5,332
Profit on ordinary activities multiplied by standard rate of
corporation tax in the UK of 28% (4 April 2010 - 28%) 1,008 1,493
Effects of
Drsallowed expenses and non-taxable income 554 491
Depreciation 1n excess of capital allowances 87 (123)
Short term timing differences (85) 3
Tax over provided 1n previous periods (464) (63)
Group rehef (198) (260)
Current tax for the period (note 9(a)) 902 1,561

Changes to UK Corporation Tax

Deferred tax assets and habilities are measured at the tax rates that are expected to apply n the period
when the asset 1s realised or the hability settled, based on the tax rates that have been enacted or
substantively enacted at the balance sheet date The Finance Act 2010, which included a reduction 1n the
UK corporate tax rate to 27% was substantially enacted on 21 July 2010 Therefore the deferred tax assets
and habilities of the company have been calculated at this rate

The Finance Act 2011, which was substantively enacted on 29 March 2011, included a reduction 1n the
UK corporate tax rate to 26% 1n Apr:l 2011 and to 25% effective from [ April 2012 In his budget of 23
March 2011, the Chancellor of the Exchequer announced further reductions to the tax rate by 1% each
year until 2014 This reduction wall affect any future and current tax charge of the company

The effect of the reduction 1n the tax rate to 23% would be to reduce the deferred tax hability by £493k
The rate change will also impact the amount of future cash payment to be made by the Company

The effect on the Company of these proposed changes to the UK tax system will be refiected in the
Company's financial staternents in future years, as appropriate, once the proposals have been substanuvely
enacted
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Notes to the financial statements
at 3 April 2011

10. Ordinary dividends on equity shares to parent company
52 weeks 53 weeks

ended ended

3 April 4 April

2011 2010

£000 £000

Dividends paid on ordinary shares to parent company 750 -

There was £750,000 dividend paid to Furmiture Village Group Limuted for the ordinary shares (2010-
£n11) No amount was paid in the prior period due to sufficient reserves being held at that peniod-end in the
parent company

Ordinary dividends are paid solely for the funding of the parent company, Furniture Village Group
Limuted, which holds 100% of the ordinary share capital of Furmture Village Limited

11. Tangible fixed assets

Fixtures
Short fittings
leasehold  equipment
properry and vehicles Total
£000 £000 £000
Cost
At 4 Apnl 2010 34,537 10,308 44,845
Additions 1,610 590 2,200
Disposals (405) (655) (1.,060)
Wnitten off (79) - 79
At 3 Apnl 2011 35,663 10,243 45,906
Depreciation
At 4 Apnl 2010 14,952 7,252 22,204
Provided durning the period 2,217 841 3,058
Disposals (337 (649) (986)
At 3 Apnl 2011 16,832 7,444 24,276
Net book value
At 3 Apnl 2011 18,831 2,799 21,630
At 4 Apnl 2010 19,585 3,056 22,641

The net book value of the company’s fixtures, fitings, equipment and vehicles includes £7,000 (2010 —
£34,000) i respect of assets held under finance leases and hire purchase contracts
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Notes to the financial statements
at 3 April 2011

Stocks

Goods for resale

Debtors

Trade debtors

Other debtors

Prepayments and accrued income

Owed by ultimate parent company — Furmture Village Holdings Limited

Creditors: amounts falling due within one period

Deposits on goods not yet delivered

Obligations under finance leases and hire purchase contracts (sec note 16)
Trade creditors

Corporation tax

Other taxes and social security costs

Other creditors and accruals

Owed to parent company — Furmiture Village Group Limuted

Creditors: amounts falling due after more than one period

Obligations under finance leases and hire purchase contracts (see note 16)

3 Aprd 4 April
2011 2010
£000 £000

9,486 8,122

3 Aprd 4 Apni
2011 2010
£000 £000
1,187 967
2,005 2,274
4,795 4,960

19,973 16,257

27.960 24,458

3 Aprl 4 April
2011 2010
£000 £000
7,627 2,019

3 31
21,884 20,891
766 1,654
2,834 2,217
6,667 8,123
8,523 7.551

48,304 49,486

3 Apnid 4 April
2011 2010
£000 £006

- 3
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Notes to the financial statements
at 3 April 2011

Obligations under finance leases and hire purchase contracts
Amounts due under finance leases and hire purchase contracts

Amounts payable
Within one period
In two to five periods

Less finance charges allocated to future periods

17. Preference shares

Allotted, called up and fully paid

Cumulative preference shares of £1 (on which a total dividend
of £96,000 1s payable)

— Number of shares — 1,400,000 (2010 — 1,400,000)
7 2% Cumulative redeemable preference shares of £1 each

— Number of shares — 1,750,000 (2010 - 1,750,000)

3 April 4 Aprid
2011 2010
£000 £000

3 32
- 3
3 35
- (D
3 34

3 April 4 Apri
2011 2010
£000 1000
1,400 1,400
1,750 1,750
3,150 3,150

The cumulative redeemable preference shares were due to be redeemed by 31 December 2003 However,
the parent company has exercised the right to roll this redemption date forward and has not specified a
future redemption date Dividends on preference shares are payable quarterly in arrears to the parent
company Furniture Village Group Limited has the right to redeem these preference shares and they are
redeemable at par Furmture Village Group Limed has stated 1t will not redeem these preference shares

withun the next period
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Notes to the financial statements

at 3 April 2011

Provisions for liabilities

At 4 Apnil 2010
Released during the current period
Prior period over provision

At 3 Apnl 2011

The deferred tax consists of

Deferred tax Liabiity
Accelerated capital altowances
Other timing differences
Capital gains

Total deferred tax hiability

Issued equity share capital

Allotted, called up and fully paid

*A’ ordinary shares of £1 each
‘B’ ordinary shares of £1 each

All of the ordinary shares rank par passu

Provision for Deferred

dilaprdations tax Total

£000 £600 £000

480 3.652 4,132

(440) (65) (505)

- (258) (258)

40 3,329 3,369

3 Aprid 4 Aprid

2011 2010

£000 £000

1,398 1,605
(16) (50)

1,947 2,097

3,329 3,652

3 Aprid 4 April

2011 2010

No £000 No £000
150,000 150 150,000 150
500,340 500 500,340 500
650 650
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Notes to the financial statements
at 3 April 2011

Reconciliation of shareholders’ funds and movements on reserves

Profit and
Share Share loss
capttal premum account Total
£000 £060 £000 £000
At 29 March 2009 650 274 9,176 10,100
Profit for the period - - 3,674 3,674
At 4 Apnl 2010 650 274 12,850 13,774
Profit for the period - - 3,021 3,021
Ordinary dividends paid to parent undertaking (note 10) - - (750) (750)
At 3 Apnl 2011 650 274 15,121 16,045
Notes to the statement of cash flows
(a) Reconcihation of operating profit to net cash inflow from operating activities
52 weeks 53 weeks
ended ended
3 Apnil 4 April
2011 2010
£000 £000
Operating profit 3,810 5,458
Deprecration 3,058 2,799
{Increase} 1n stocks (1,364) (331)
Decrease / (Increase) 1n non-intercompany debtors 213 421)
(Decrease) / Increase 1n non-intercompany creditors {904) 6,838
(Decrease) / Increase 1n provisions (440) 440
4,373 14,783
{Increase) in intercompany debtors {3,716) (5,371)
Increase n intercompany creditors 972 222
Net cash inflow from operating activitics 1,629 9,634
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Notes to the financial statements
at 3 April 2011

Notes to the statement of cash flows (continued)

(b)  Analysis of cash flows for heading netted in the statement of cash flows

Returns on investments and servicing of finance

Interest recerved

Interest paid excluding preference dividends

Interest element of finance lease rental payments
Intercompany preference dividend paid to parent company

52 weeks 53 weeks
ended ended

3 April 4 April
2011 2010
£000 £000

100 132

(12) 20)

(1 (4)

(222) (222)
(135) (114)

Preference dividends are paid solely to the parent company, Furniture Village Group Lamited, which holds

100% of the ardinary share caprtal of Furmiture Village Limited

(b)  Analysis of cash flows for heading netted n the statement of cash flows (conunued)

Taxation
Corporation tax paid

Capital expenditure and financial investment
Payments to acquire tangible fixed assets

Financing
Repayments of capital element of finance leases and hire purchase contracts

52 weeks 53 weeks
ended ended

3 Aprid 4 April
2011 2010
£060 £000
(1,790) (1,034)
(2,455) (3,057)
52 weeks 53 weeks
ended ended

3 April 4 April
201! 2010
£000 £000
(31 31
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Notes to the financial statements
at 3 April 2011

Notes to the statement of cash flows (conunued)
() Analysis of net funds

At 4 April Cash  Ar3Apri

2010 flow 2011

£000 £000 £000

Cash at bank and 1n hand 15,324 (3.532) 11,792
Finance leases (34) 31 &)

15,290 (3,501} 11,789

Capital commitments

Due to the timintg of new store and refurbishment commutments, future capital expenditure not otherwise

included 1n these financial statements 1s as follows

3 Aprid 4 April

2011 2010

£000 £000

Authonised by the directors and contracted for 28 731
Authorised by the directors but not yet contracted for - 161
28 892

The capital commutments at the end of the current period relate to the new National Distribution Centre
The capital commitments 1n the prior period relate to the new store in Kingston

Operating lease commitments
In respect of leases, the following annual commitments existed at the period end and 1n respect of non-

cancellable operating leases

Land and Land and
buildings buidings Other Other
3 Aprd 4 April 3 Apnl 4 April
2041 2010 2011 2010
£000 £000 £000 £000

Operating leases which expire

Within one period - 143 160 105
In two to five periods 1,148 1,442 362 571
In over five periods 15,569 14,867 - -
16,717 16,452 522 676

Pension arrangements

The company operates a defined contribution pension scheme for eligible employees The assets of the
scheme are held separately from those of the company 1n an independently administered fund Accrued

contributions as at 3 Apn! 2011 amounted to £m} (2010 — £ml)
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at 3 April 2011

Related party transactions

As part of their employment the directors and employees can purchase goods from the company at a
discount The amount of goods purchased by the directors 1s not considered to be matenal either to the
company or to the mdividuals The discounts for the directors are on the same terms as those of all other
employees

The company has taken advantage of the exemption allowed under FRS 8 ‘Related Party Disclosures’,
from disclosing transactions with related parties that are part of the Furniture Village Holdings Limuted
Group, as the company 1s a 100% subsidiary of a group whose financial statements are publicly available

Ultimate parent undertaking and controlling party

The company’s immediate parent undertaking 15 Furmture Village Group Limuted, registered in England
and Wales

In the directors’ opinion, the company’s ulumate parent undertaking and controlling party 1s Furmture
Village Holdings Limited, registered in England and Wales Group financial statements are prepared by
Furmiture Village Holdings Limited and are available from the registered office at 258 Bath Road, Slough,
SL14DX
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