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Home Décor GB Limited

Strategic report

The directors present their strategic report and the financial statements for the year ended
31 December 2016.

Review of the business

The company’s principal activities during the year continued to be the manufacture and distribution of
domestic furnishings.

On 16 May 2016, Home Decor GB Limited acquired a 100% investmeént int Optiplan Kitchens Limited
with the purchase of 70,368 £1 shares, for consideration of £6,000,000. Optiplan Kitchens Limited is
engaged in the design, manufacture, distribution and installation of fitted kitchens.

The company’s key financial and other performance indicators during the year were as follows:

2016 2015 Change
£ £ %
Turnover 29,953,081 28,861,547 4%
Operating profit/ (loss) 308,434 (277,357) 211%
Profit/ (loss) after tax 633,478 (553,507) 214%
Sharcholders’ funds 9,759,537 9,126,059 %
Current assets as % of current liabilities 127% 106%
Average number of employces 189 172 10%
Total number of doors sold 305,000 305,000 -

Turnover remained broadly flat to that of 2015 with an overall increase of 4%. The increase was mainly
due to an increase in domestic turnover through our Contract and Direct to Consumer channels, with a
small increase in sales into Europe.

The operating loss from 2015 turned round to an operating profit in 2016. This was driven by a reduction
in direct costs and underlying overhead costs remaining in line with the previous year, This is excluding
the restructuring costs associated with the investment in the Optiplan Kitchens Limited group of
companies,

The profit after tax was turmed round from a loss after tax in 2015 of £553,507 to a profit of £633,478.
This was due to an increase in sales of higher margin products and reduction in sales to less profitable
customers. £536,674 of exceptional costs were incurred during the year in respect of the acquisition of the
Optiplan Kltchens Limited group, however the financial impact of this has béen mostly mitigated by
additional income from investments of £500,000 during the year.

Shareholders” funds increased by 7% due to the profit for the year. The company’s ‘quick ratio’ (current
assets as a percentage of current liabilities) increased from 106% in 2015 to 127% for 2016.

There was a small increase in the number of employees during the year from 172 in 2015 to 189 in 2016.
There were no significant increases in any particuldr department, just general increases across all
associated with the growth within the year.

Number of doors sold in 2016 was similar to the number sold in 2015 with no overall increase or decrease.

The products manutactured and sold by the company have rinimal environmental impact. However, the
board believes in good environmental practice as a matter of principle. Additionally the company will
benefit from such practice in terms of'its reputation of the company. Consequently, the company continues
to put environmental responsibilities high on the agenda.
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Strategic report (continued)

Principal risks and uncertainties
The principal risks and uncerfainties facing the company are outlined 'below;
» Exchange rates and commodity prices

The directors consider. that-exchange rates and commodity: prices are the two-main factors that:they,
are unable to control that may impact on the: proﬁtablhty of the business: A proportion of the
company s operatmg €xpensés are, denominatéd in non—Sterlmg currenmeq The value of Sterlmg has
fallen since the UK referendum decision to leave the.]
-expensive. The-directors have recognised this and’ exposures ofeach currency is momtored and
‘managed by the use of forward exchange contractsand currency loans. The forward foreign exchange
Gontraets all mature within 6 months. Whilst the diréctors are-¢onfident that aniy advérse iiovement in
either of the above would ultimately be recovered-thirough selling prices, there.could be some short-
term additional costs to'the business.

o Compéetitive risk:

"The directors.do. not-consider-the competitive mk of the business. to'be any greater than would
riormally be, expected for.a company opérating in.an open market envirorisnent.
e Credit, liquidity.and cash flow fisk

This is the risk that the company will not be able: to mégt its financial liabilities-as they fall due.
Manageiient monitors rolling forecasts of the company's ¢ash and-cash equivalents on the'basis of
expected cash flows. This reduces the risk:through management of bank accounts, trade debtors and
trade creditors; by utilising the avaﬂabxhty of fimance leases and through controls:6f expenditure.

1P Lithbert
D'i:u;tor

33 V\\ﬂ,

2017
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Directors’ report

The directots present their report and financial statements for the year ended 31 December 2016.

Directors of the company
The-directors who served the company during the ysar were as follows:

B M Crosby-Browne
J P Limbert.

Results-and dividends
The profit for. the year afier taxation amounted to £633,478 (2015 —loss £553,507). The directors do not.
recommend a final dividend (20135 — £nil).

Future developments
"The directors expect the company to continué trading at comparable profit levels to the:previous year.

Financial instruments

The conmipany’s financial instruments comprise cash and liquid resources, bank loans and various items,
such as trade receivables and trade pdyables that arise directly from its operations. The company also uses
foreign exchange forward contracts to mitigate its exposure to movements in foreign exchange rates. The
main purpose of these financial instruments is to provide working, capital for the company’s operations.

Going concern

The company meets its day-to-day working capital requirements through an invoice discounting tacility.
The company’s forecasts and projections, taking account of reasonably possible: changes in trading
performance, show that the company will be able to operate within the level of its current facility with a
significant margin of headroom.

During the year the company obtained two loans and each carry covenants. Management expéct that
compliance of these covenants shall be achieved at the established future measurement dates.

The directors have a reasonable expectation that the company has adequate resources to continue in
operational existence: for the foreseeable future. Thus: they-continue to adopt the going concern basis of
accounting in preparing the annual financial statements.

Directors’ liabilities

‘The company granted an indemnity to-one or more of its directors against liability in respect of
proceedings brought by third parties, subject to the conditions set out,in the Companies Act 2006. Such
qualifying third party liability provision remains in force as at the date of the Directors’ feport.
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Directors’ report (continued)

Disclosure of information to the auditors:
So:far as each.person: who was. a director at the date of approving this report:is aware; there:1 is'no relevant

‘audit:intormation, bemg mtormatlo_n needed by the:auditer in connection with: preparmg its repoit..of’

which the auditor is unaware. Having made enquiries of fellow directors and the company’s auditor, each
director has taken-all the steps that he is obliged to take as a director.in-order to make himself aware: of any
relevant audit information and to establish that the auditor is awarc of thaf inforfiation.

Auditors

A-resolution to reappoint Emst & Young LLP as auditors will be put.to the members at the Annual
General Meeting;:

Oy behalf of the Board




Home Décor GB Limited
Statement of directors’ responsibilities

The directors are responsible for preparirg the Strategic Report, Directors’ Report and the financial
stateinents in accordance with-applicable law and regulations.

Company law requifes the directors to prepare financial statements for each: financial year. Under that law:
the directors have elected to prepare th¢ financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law);
including FRS 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland’.
Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fiir view of the state of affairs of the company and of the profit or loss of the company
for that period.

In preparing these financial. statements, the directors afe required to;

»  select suitable accounting policies and then apply them consistently;

o  make judgments and estimates that are reasonabie and prudent;

e  siate whéther applicable UK Accoun_ti_ng 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 it is inappropriate to presume that
the company will continue in business.

The directars are responsible for keeping adequate accounting records that are sufficient to showand
explain the company’s transactions and disclose with reasonable accuracy at any time the financial
positioti 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 preévention and detection of fraud and other irregularities.




Independent auditors’ report

to the members of Home Décor GB Limited

We have audited the financial statements of Home Décor GB Limited for thie year ended 31 December
2016 which comprise the Statement of Compiehensive Income, the Statement of Financial Position, the
Statement of Changes in Equity and the related notes I to 24. The financial reporting framework that has.
been applied in their preparation is applicable law .and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice), including FRS 102 “The Financial Reporting standard
applicable in the UK and Republic of freland™.

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

Respective responsibilities. of directors and auditor

As explained more fully in the Diréctors’ Responsibilities Statement set out on page 6, the directors are
responsible for the preparation of the finaacial statements and for being satisfied that they give a true and
fair view. Our responsibility is to audit and express an opinion on the financial statements in accordance
with applicable law-and International Standards on Auditing (UK. and Ireland). Those standards require us
to comply with the Auditing Practices Board’s Ethical Staiidards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error. This inclides an assessment of: whether the accounting policies are
appropriate to the company’s circumstances and have been consistently applied and adequately disclosed;
the reasonableness of significant accounting estimates made by the directors; and the overall presentation
of the financial statements. In addition, we read all the financial and non-financial information in the
Report and Financial Statements to identify material inconsistencies with the audited financial statements
and to identify any information that is apparently materially incorrect based on, or materially inconsistent
with, the knowledge acquired by us in the course of performing the audit. If we become aware of any
apparent material misstaternents or inconsistencies we consider the implications for our répott.

Opinion on financial statements

In our opinion the financial statements:

s give a true and fair view of the state of thc company’s affairs as at 31 December 2016 and of its
profit for the year then ended;

e have becn properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, including FRS 102 “The Financial Reéporting standard applicable in the
UK and Republic of Ireland”™; and

¢ have been preparcd in accordance with the requirements of the Companies Act 2006.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

>  the information given in the Strategic Report and the Directors’ Report for the financial year for
which the financial statements are prepared is consistent with the financial statemerits.

> the Strategic Report and the Directors’ Report have been prepared in accordance with
applicable legal requirements.




Independent auditors’ report (continued)
fo the members of Home Décor GB Limited

Matters on which we:are réquired to report by exception

In lightof'the 'knowigdge_ gndtunde,rstgndiﬁg of the Cdmp‘gg’y arid its environinent obtained in the course of
the audit, we have-idéntified no matérial inisstatements ifi the Strategic Report or Direcfors” Report.

We have nothing to féport in respect of the following matters where the Companies Act 2006 requires us;

10 réport to you if, i our opinion:

- adequage af:',éjoumi_xjg records have not been kept, or retumns adequate for our audit have not been
received from branches not visited by us; or
o the financial statements are not in dgreement with the accounting records.and returns; or

e certain disclosures of dircctors’ remuneration specified by law are niot made; or

o  we have nof.received all the informatién and explanations' we require for our audit.

Eddie Diamond (Senior statutory auditor)
for'and on behalf of Emst & Young LLP, Siatutory Auditor
Leeds.

Ly j’u?_ 2017
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Statement of comprehensive income

forthe year ended 31 December 2016

Turnover
Cost of sales

‘Gross-profit

Adniinistrative expénses:

Notes

2016

£

29,953,081

(19,827,545)

2015
£

28,861,547

(19,821,688)

10,125,536

9,039,859

Before exceptional items

Exceptional itern - acqiiisition costs

(9,280,428).
(536,674).

(9,317,216).

‘Operating profit/ (loss)

Incomé from investments

Bank interést receivable:

Tnterest payable and similar charges

Profit/ (loss) on ordinary activities before: taxation:
Tax:on profit/ (loss) on ordinary activities

Profit/ (loss):and:total.comprehensive income for the
financial'year attributable to the parent undertaking

W o W

10

(9,81 T I 02)

(9:317,216)

308434
500,000

478

@717.357)
209
(235,462)

| s79,151
54,327

(512,610)
(40,897)

633,478

(553,507).
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Statement of financial position
‘at 31 December 2616

2016 2015
Notes £ £
Fixed assets
Intangible dssets 11 4,798,960 5,230,038
Ta_qgjb]e assets 12 2,339,154 2,6 19,799
Investments 13 6,007,152 . 7,152
13,145,266 7,856,989
Current assets:
Stocks 14 2781213 2,466,750
Debtors:
- amounts falling due within .one year 15 6,285,388 6,170,786
- amounts falling due afier one year. 15. 2,000,492 1,949,676
8,294,880 8,120,462
Cash at bank and in hand 57,626 213,197
11,133,719 10,800,409
:Creditors: amouints ’falling due within one year 16 (7,186,621) _ (8,314.850)
Net current assets 3,947,098 2,485,559

Totil assels less current liabilities 17,092,364 10,342,548

Creditors: amounts falling due after more.than one year 17 (7,332.827) _ (1,216,489)
19,759,537 9,126,059

Net assots

Capital'. and reserves

Called up share capital 20 3,937,690 3,937,690
Profit-and lass account 5,821,847 5,188,369
Shareholders’ funds 9,759,537 . 9,126,059

The financial statements wére approved by the board of directorson 35 HLB 2017 and signed on
its béhalf by:

J P Limbert
Director

Registered No. 05268170

10
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Statement of changes in equity

For the:year ended 31 December 2016

At 1 January 2015
Loss:forthe year
Total comprehensive loss for the year

At 31 December 2015

“Profit for the year:

Total comprehensive profit for the year

At 31:December:2016:

Called-up
Share
capital

£

.3,937,690:

Profit and loss

dccount.

£
5,741,876
(553,507)

Total Equity

£
9,679,566
(553,507)

(553,507)

3,037,600

5,188,360

633,478

9,126,059

633,478

633478

633,478

3,937,690

5,821,847

9,759,537
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Notes to Financial Statements
at 31 December 2016

Accounting policies

Statement of compliance
Home Decor GB Limited is a private limited company incorporated and domiciled in the UK. The address
of the registered office is Innovation Way, Woodhouse Mill, Sheffield, S13 9AD.

The registered number of the company is 05268170.

A description of the company’s principal activities is provided in the Strategic report on page 2.

Basis of preparation and change in accounting policy

The financial statements have been prepared in accordance with applicable United Kingdom accounting
standards, including Financial Reporting Standard 102 — “The Financial Reporting Standard applicable in
the United Kingdom and the Republic of Ireland” (‘FRS 102’), and with the Companies Act 2006. The
financial statements are prepared under the historical cost convention and in accordance with applicable
accounting standards.

The company is a wholly owned subsidiary of HD Holdings IT Limited into which the company’s financial
statements are consolidated. The company has, therefore, taken the exemptions permitted under FRS. 102
to notdisclose remuneration paid to key management personnel, a cash flow statement and to not disclose
a detailed breakdown of financial instruments.

The financial statements are presented in Sterling (£).

Group financial statements

The company is exempt by virtue of section 400 of the Comntpanies Act 2006 from the réquirement to
prepare group financial statements. These financial statements present information about the company as
an individual pndertaking and not about its group: Group ﬁr;ancial statements are prepared for HD
Holdings II Limited a company incorporated in England and Wales,

‘Going céncern

The company’s business activities, together with the factors likely to affect its future development,
performance ‘jmd position are set out in the Strategic Report on pages 2 and 3 and the Directors’ Report on
pages 4 and 5.

The company meets its day-to-day working capital requirements through an invoice discounting facility.
The Acompan,y’s forecasts and projections, taking account of reasonably possible changes in trading
performance, show that the company should be able to opetate within the level of its cufrent faéility.
During the year the company obtained two loans and each carry covenants. Management expect that
compliance of these covenants shall be achieved at the established futuré measurement dates.

The directors have a reasonable expectation that the company has adequate resources to continue in
operational existence for the foreseeable future. Thus they continué to adopt the going ¢oncern bisis of
accounting in preparing the annual financial statements.

12
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Notes to Financial Statements
at 31 December 2016

Accounting policies (continued)

Significant judgements and estimates

Preparation of the financial statements requires management to make significant judgements and
estimates. The items in the financial statements where these judgments and estimates have been made
include;

Goodwill and intangible assets useful economic life

The Company establishes a reliable éstimate of the usefuil life of goodwill and intangible assets arising on
business combinations: This estimate is based on a variety of factors such as the expected use of the acquired
business, the expected usual life of the cash generating units to which the goodwill is attributed, any legal,
regulatory or coniractual provisions that can limit-useful life and assumptions that market participants would.
consider in respect of similar businesses.

Impairment of non-financial assets

Where there are indicators of impairment of individual assets, the Company performs impairment tests based on
fair value less costs (o sell or a value in use calculation. The fair value less costs to sell calculation is-based on
available data from binding sales transactions in an arm’s length transaction ‘'on similar assets or observabie
market prices less incremental costs for disposing of the asset. The value in use calculation is based on a
discounted cash flow model. The cash flows are derived from the budget for the next five years and do not
include restructuring activities that thé Company is not yet committed to or significant future investments that
will enhance the asset’s performance of the cash generating unit being tested. The recoverable amount is most
sensitive to the discount rate used for the discounted cash flow mode] as well as the expected future cash flows

‘and the growth rate used for extrapolation purposes.

Racognition of deferred tax assets

The company is subject to UK corporation tax and judgement is required in determining the provision for
income and deferred taxation. The company recognises taxation assets and liabilities based upon estimates

and assessments of many factors including judgements about the outcome of future events. Deferred tax

assets are onty recognised to the extent that it is probable that they will be recovered against the reversal of
deferred tax liabilities or other future taxable profits. At 31 December 2016 the company has recognised a

‘deferred tax asset consistifig of the tax effect of timing differences in respect of the excess of taxation

allowances over depreciation upon fixed assets of £85,111 (2015: £32,852); and other timing differences
of £72,117 (2015: £70,049) both on the basis that.they will be suitably utilised in future periods.

Significant accounting policies

Goodwill

Goodwill is the difference between the cost of an acquired entity and the aggregate of the fair value of that
entity’s acquired identifiable assets and liabilities.

Positive goodwill acquired on each business combination is capitalised, classified as an asset on the
statement of financial position and amortised on a straight line basis over its useful life up to a presumed
maximum of twenty years; It is feviewed for impairment at the end of the first full yeat after acquisition
and subsequently if events or changes in circumstancés indicate that the carrying valie may not be
recoverable.

Iritangible assets

Intanigible asséts ate measured at cost less accumulated amortisation ad any accumulated impairments
losses.

Acquired computer software is shown at historical cost leéss accumulated amortisation and impairment
losses. Amortisation is charged to profit or loss on a straight ling basis over its estimated useful life of
three years from the date the assets is available foruse.

13
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Notes to Financial Statements
at 31 December 2016

Accounting policies (continued)

Investments

Investments in subsidiaries are initially stated at cost.

Property, Plant and Equipment

Property, plant and equipment are stated at-cost less accumulated depreciation and accumulated
impairment losses. Such cost includes.costs directly attributable to making the asset capable of operating
as intended.

Depreciation is provided on all property, plant and equipment, at rates caloulated to writc off the cost, less
estimated residual value, of each asset on a systematic basis over its expected useful life as follows:
Leaschold building improvements — over the term of the lcase

Plant, machinery and equipment  — straight-line over 3-10 years

The carrying values of tangible fixed assets are reviewed for impairment when events or changes in
circumstances indicate the cdrrying védlue may not be recoverable.

Revenue recognition

Revenue is recognised to the extent that the company obtains the right to consideration in exchange for its
performance. Revenue is measured at the fair value of the consideration recéived, excluding discounts,
rebates and VAT.

Revenue from the sale of goods is recognised when the. significant risks and rewards of ownership. of the
goods have passed to the buyer, usually on dispatch of the goods, the amount of revenie ¢an be measured
reliably, it is probable that the economic benefits associated with the transaction will flow to the entity and
the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Basic financial instruments

Short-term debtors and creditors

Debtors and creditors with no stated interest rate and receivable or payable within one year are recorded at
transaction price. Any losses arising from impairment are recognised in the income statement in other
operating expenses.

There was no impairment recognised in the statement of comprehensive income for the period in respect
of bad and doubtful trade debtors (2015 --£6.987).

Interest-bearing loans and borrowings

All interest-bearing loans and borrowings which are basic financial instruments are initially recognised at
the present value of cash payable to the bank (including interest). After initial recognition they are
measured at amortised cost using the effective interest rate method, less impairment. The effective interest
rate amortisation i$ included in finance revenue in the income statement.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and short term deposits. Bank overdrafts that are
repayable upon demand and form an integral part of the Company's cash management are included as a
componérit of cash dnd cash equivalents for the purpose of the cash flow statement.

Stocks.

Stocks are stated at the lower of cost and net realisable value. Cost includes direct materials, labour costs
and those overheads that have been iricurred in bringing the stock to its preseit location and condition. Net
realisable value is based on estimated selling prices less any further costs expected to be incurred to
completion and disposal.

Pensions

The company operates a defined contribution pension scherne. Contributions are charged to profit or loss
as they become payable in accordance with the rules of the scheme.

14



Home Décor GB Limited

Notes to Financial Statements
at 31 December 2016

Accounting policies. (continued)

Deferred taxation

Deferred taxation is recognised in respect of all timing differences that have originated but not reversed at

the balance sheet date where transactions ‘or events have occurred at that date that will result in an

obligation to pay more, ot right to pay less or to receive more, tax, with the following exception:

e  Deferred tax assets are recognised only to the extent that the directors consider that it is more likely
than not that there will be suitable taxable profits from which the future reversal of the underlying
timing differences can be deducted.

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods

in which timing différences reverse, based on tax rates and laws enacted or substantively enacted at the

balance sheet date.

Group relief payments

The group takes advantage of provisions within the Taxes Act which enable certain tax benefits available

in one group company to be transferred to another group company. No consideration is passed for these

benefits.

Foreign currencies

The functional and presentation currency of the company is Sterling (£).

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction. Monetary

assets and liabilities denominated in foreign currencies are retranslated at the rate-of exchange ruling at the

balance sheet date: Exchange rate differences are recognised in profit or loss in the period in which they
arise.

Financial instruments

Financial liabilities and equity instruments are classified according to the substance of the-contractual

arrangements entered into. An equity instrument is any corttact that evidences a residual interest in the

assets of the entity after deducting all of its financial liabilities.

‘Where the contractual obligations of financial instruments (including share capital) are equivalent to a

similar debt instrument, those financial instruments are classed as financial liabilities. Financial liabilities

arc presented as such in the balance sheet. Finance costs and gains or losses relating to financial liabilities
are ihcluded in the profit and loss account. Finance costs are calculated so as to produce a constant rate of
return on the outstanding liability.

Where the contractual terms of share ¢apital do not have any terms meeting the definition of a financial

liability then this is classed as an equity instrument. Dividends and distributions relating to equity

instruments are debited ditect to equity.

Derivative Financial instruments

The company uses forward foreign.currency contracts to reduce the exposure to foreign exchange rates.

‘The derivative financial instruments are initially recognised at fair-value on the date on which the contract

1is-entered into and are subsequently measured at fair value through profit or loss.

At 31 December 2016, the outstanding contracts all mature within 6 months (2015 — nil) of the yearend.

The company is committed to buy USDS$2,100,000 equally over six contracts and pay each at a fixed

Sterling amount (2015 —nil).

The company does not undértake any hédge accounting transactions.

15



Home Decor GB anlted

Notes to Financial Statements
at 31 December 2016

Accounting policies (continued)
Leased assets: Lessee

Where asséts are financed by leasing agreements that give rights approximately-to owncrehip (finance
Jeases) the asaets are trcated as if they have been purchascd oumght The amount cnpntalmd 15 the

lc‘mng commxtmcnts are shown as amounts payable over the term of the lea%e T he. correqpondmo leasing
commitments are shown as amounts-payable to the lessor. Depreciation on the relevant assets is charged
to-the profit.or loss over the shorter of estimated useful economic life and the term of the lease.

Lease payments aré analysed between capital and interest components so-that the interest element of the
payment is charged to profit or loss-over the term.of the lease and is calculated so:that:is represents a
constant proportion of the balance of capital repayments outstanding. The capital part reduced thé
-amounts payable to the lessor.

All other leases are treated as operafing leases. Their annual rentals are charged to profit or loss on.a
straight-line basis over the term of the Tease.

Turnover
Turnover, which is stated net of value added tax, represents amounts invoiced to third parties:

Geographical area
2016 2015
£ £
United Kingdom 27,440,748 26,402,316
Europe 2,022,028 1,832,491
Rest of the World 490,305 626,740

29,953,081 28,861,547
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Tmipairment of investment in subsidiary

Notes to Financial Statements
at 31.December 2016

Operating profit/ (loss)
‘This is stated after charging:
2016

Auditers’ remuneration ~ audit-of financial statements. 34,000
~ other taxatiofi 22,000

Depregidtion of owned assefs —  owned assets 514,690
= agsets Held under finance 66,125

Operating lease rentals - land and buildings 682,494
- other 300,628

Amortisation - goodwill 360,159
— owred intangible assets 167,184

Gain/(loss) on.exchange:rates 10,713

2015
£

16,650

505,510

66,124
682,494
272,175

360,159
167,917

. (44.294)

Exceptional items
2016
£
536,674

Acquisition costs
Waiver-of intercompany creditor

2015

856,149),
856,149 _

536674

Directors’ remuneration

Two diréctorsreceived remuneratior: fron the cotipany during the vear (2015 ~two). There were two:

ditéctors accruing benefits under:a imoney purchase scheme (2015 — two).

Aggregafe remuneration

2015
£

314,482

Company contributions paid to:defined contribution pension schesmes 56,622

i
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Notes to Financial Statements
:at 31 December 2016

5. Directors’ remuneration (continued)

Ini.respect of the highest paid director:
2016 2015
£ £

Aggregate remunération 194,991 171,858
Company contributioiis paid- to defined contfibution pension schemes v 30,776 26,948,

225767 198,806

6. ‘Staff costs
2016 2015
£ £

Wiges and salaries. 5.925,300 5,457,150
Social security costs 558,032 524,254
Pension 371867 325673

6,855,199 6,307,077

Thie averagé imonthly huinber of employeés during the. year, was made up-as follows:
2016 2015

No. No.

‘Production 56 52
‘Administration and:management 67 62
Sales and distribution 66 58

)

7. Interest receivable and similar income
2016 2075,

Bank:interest receivable 498, 209

8. Income fiom investments
2016 2013
£ £

Dividends received from subsidiary undcttaking 500,000 -

18
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at.31 December 2016

Interest payable and similar charges

Bank interest payable
‘Finance-charges payable under finance leases and hire gurchjafsﬁ contracts
Othieriniterest payable

Tax
(a)  Tax on.profit/ (loss) on ordinary activities

The tax charge is made up as:follows:

Current.tax:

UK cotporation tax at 20%.(2015 ~20:25%)
Group relief receivable

Tax underprovided in previous:years

Total current tax

Deferred tax:

Origination and reversal of timing ditferences
Effecteof changes in tax rates

Adjustments in:respect of prior;periods:

Total deferred tax

Tax on profiv(loss) on ordinary activities

2016
£

(136,471)

(5,544)
(87,746).

2015
p

(92;244)
(17,549)

. (125,669)

@29761)

_(235462)

2015

1201
- 1,201

(24;550)
11,060.
5‘3‘, 1 8,62

(54,327

39,696

327)

40,897

34,
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Notes to Financial Statements
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Tax {continued)

(b)  Factors affecting the tax charge for the year

The tax assessed for the vear differs from the standard rate of corporation tax in the UK of 20% (2015 -

20.25%). The differences aré explained below:

Profit/ (loss) on ordinary activities before tax

Profit/ (loss) on ordinary activities multiplied by standard rate of corporation

tax in the UK of 20% (2015 - 20.25%)
Expenses not deductible for tax purposes (including goodwill amortisation)
Tax (over)/ under provided in previous years

Exempt dividends

Change in tax laws and rates

Tax losses not fecogiiised / (utilised)

Total tax (credit)/ expense

(¢)  Factors that may affect future tax charges

2016 2015

£ £

579,151 (512,610)
115,830 (103,804)
138,457 83,397
(83,378) 54387
(100,000) -
3,918 11,060

. (129,154)  (4,143)
(54,327) 40,897

A reduction in the UK corporation tax rate from 21% to 20% was substantively enacted in July 2013 and
took effect from 1 April 2015. Further reductions in the UK corporation tax to 19% from 1 April 2017 and

17% from 1.April 2020 were substantively enacted in September 2016.

The company has 1o tax losses to offset against future taxable profits (2015: £143,116). Deferred tax

(d  Deferred tax

The movement in the deferred tax asset during the yedr was as follows:

At | January 2016

Qrigination and reversal of timing differences
Adjustmeénts in respeét of prior periods

Effect of decreased tax rate on deferred tax balance
At 31 December 2016 (note 15)-

The deferred tax asset consists of the tax effect of timing differences in respect of:

Excess of taxation allowances over depreciation on fixed assets
Other timing differences

assets have not beeri recognised. in respect of the losses as they may not be used to offset taxable-profits.

£

102,901
(21,363).
83,378

157,228

2016 2015
£ £
85,111 32,852
T2 70,049
157,228 102,901

20
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Notes to Financial Statements
at-31 December 2016

Intangible fixed assets

Computer ‘
Goodwill Software Total.
£ £ £
Cost
At 1 January 2016 7,049,138 782,510 7,831,648
Additions - 96,265 96,265
/At 31 December 2016 7,049,138 878,775 7927913
Depreciation and impairment
At | January 2016 2,127,911 473,699 2,601,610
‘Charge for the year 360,159 167,184 527,343
At 31 December 2016 2,488,070 640,883 3,128.953
At 31 December 2016 _4,561,068. 237,892 4,798,960
At 1 January 2016 4921227 308,811 5,230,038

‘Goodwill drising on the acquisition of Homie Décor GB UK trade, (purchased in November 2004) of

£3,506,287 is being amortised evenly over its presumed useful economi¢ life of 20 years..

‘On.17 February 2014, Home Decor GB Limited acquired a 100% investment in Portico (Midlands)

Limited with the purchase of 1,000 £1 shares for consideration of £4,400,000. As part of a group.
restructuring, on 31 December 20 4 the trade and net assets of Portico (Midlands) Limited were:

transferred to Home Decor GB Limited at their book value. The cost of the company’s investmentin
Portico (Midlands) Limited reflected the underlying fair value of its net assets:and goodw111 at the time, of
‘its- acquisition. As a result of this: transfer, the value of the company’s investmeit in Portico {Midlands)

Limited fell below the amount-at which it was statéd in the company’s-accounting records. Schedule 4 to

the: Cotnpariies Act 2606 ijéqt;ire's that the ifivestment be written down accordingly and that the amount be
charged as.a 1686 in'the company’s profit and loss account. However the directors considered that; as there

had been 'no overall:loss to the company; it would fail to g:ve a'trué and fair yiéw:to-charge the diminution

‘to the company § profit and loss accourit and.it should instead be re-allocated to goodwill and the
.xdentlﬁable net' assets tramferred so as to! recoomse in the company s mdwldual balance sheet the

of thls departurc durmg the pnor year was to recogmse goodwnll of £3 542 851 net of amomsanon of £Nil.
Goodwill arising on the acquisition of Portico. (Mnd]ande) Limited 0f:£3,542,851 is bemg amortised evenly

over its presumed useful-economié life of 19 years and 2 months.
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12. Tangible fixed assets

At'1 January 2016

At 31 December 2016

Net’book value:

At:31 December2016
At 1 Jaruary 2016

Leasehold Plari,
buildings. machinery and
improvements equipment Total
£ £ £
Cost
At 1 January 2016 2,195421 2,508,995 4,704,416
Additiofis 9,430 309,762 319,192
Dispossls , - __(37.914) . {37.914)
At 31 December 2016 2,204 851 2,780,843 4,985,694
Depreciation ' -
At I January 2016 683,458 1,401,159 2,084,617
Charge for the vear 229,884 350,931 580,815
Disposals _ - (18.892)  (18,892)
At.31 Décember 2016 913,342 1,733,198 2,646,540
Net book value '
At 31 Déceinber 2016 1,291,509 1,047,645 2,339,154

1511963

©1,107:836

2,619,799

Ancluded in the amounts for plant and machinery:are the following amounts relating to leased assets:-held
under hire purchase arrangements.

Total
£

Cost;
At1 January 2016 609,297
Additiofis
At31 December 2016 _...609,297
Depreciation: T
At 1 January 2016 186,737
Charge for the year 66,125

352860

.. 356,435
422,560
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13. Investments
Total fixed asset investments comprise:

£
At 1 January 2016 7,152
Additions R »6.19(.)_9:900
At31 December 2016 6,007,152
Interests in subsidiaries
At 31 Decembeér 2016 the company had interests in the following subsidiaries:
Proportion of
voting rights and
Name of company Country Holding shares held Registered office
2150 Park Drive,
Space Pro USA Inc USA  Ordinary shares 100% Charlotte, NC 28204
Tnnovation Way, Woodhouse
Portico (Midlands) Limited UK  Ordinary shares 100% Mill, Sheffield, S13 9AD
Innovation Way, Woodhouse
Optiplan Kitchens Limited UK  Ordinary shares 100% Mill, Sheffield, S13 9AD
Innovation Way, Woodhouse
Optiplan Contracts Limited UK  Ordinary shares *100% Mill, Sheffield, S13 9AD.
Optiplan Kitchens (Thatcham) Innovation Way, Woodhouse
Limited UK  Ordinary shares *100% Mill, Sheffield, S13 9AD
Innovation Way, Woodhouse
‘Granite Dynamics Limited UK Ordinary shares *100% Mill, Sheffield, S13 9AD
The Manor Cabinet Company Innovation Way, Woodhouse
Limited UK. Ordinary shares *100% Mill, Sheffield, S13 9AD
‘ Innovation Way, Woodhouse
Optiplan Limited UK Ordinary shares *100% Mill, Sheffield, S13 9AD

* these companies are indirectly owned by Home Decor GB Limited through Optiplan Kitchens Limited.

On 4 April 2012, Home Decor GB Limited acquired a 100% investment in Space Pro USA Inc with the
purchase of 1,000 $10 shares. The $10,000 investiment has been convertéd at the closing balance sheet
exchange tate of 1.6255 to give a total investment of £6,152. Space Pro USA Inc is a distribuior of
domestic furnishings.

On 17 Fébruary 2014, Home Decor GB Limited acguired a 100% investment in Portico (Midlands)
Limited with the purchase of 1,000 £1 shares, for consideration of £4,400,000. Portico (Midlands) Limited
is a manufacturer and distributor of' domestic furnishings. The investment in Portico (Midlands) Limited
was subsequently rediiced to the value of thc rermaining iiet assets in Portico (Midlands) Limited being
£857,149, following a hive up of the company’s trade and assets in to Home Decor GB Limited on.31
December 2014; in turn a goodwill addition of £3,542,851 has been.recognised at the hive up. date.

During the financial year ending 31 December 2015, Poriico (Midlands) Limited waived their
intercompany debtor-totalling £857,149 which was owed by Home Décor GB Limited, and in turn the
investment carrying value recognised by Home Décor GB Limited. was impaired to the same extent.
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Investments (continued)

On 16 May 2016, Home Decor. GB Limited acquired a 100% investment in the Optiplan Kitchens Limited
group with the purchase of'70,368 £1 shares, for consideration of £6,000,000. Optiplan Kitchens Limited
is engaged in the design, manutacture, distribution and installation of fitted kitchens.

Stocks
2016 2015
£ £
Raw-materials and consumables. 2,130,710 1,728,717
Finiished goods and goods for resale 650,503 738,033

2781213 2.466,750

The difference between purchase price or production cost of stocks and their replacement cost is not
material.

Stocks recognised as an expense in the period were £17,815,153 (2015 - £18,263,264). Impaitruent losses
of £95.170 were released in‘the period in cost.of sales against:stock (2015 - £37,000 losses were

recogniséd in cost of sales).

Debtors

2016 2015

£ £

Debtors amounts falling due after more than one year:
Amounts owed by parent undertakings 2,009,492 1,949,676
Debtors amounts falling due within one year:
Trade debtors 5,054,808 5,063,330
Amounts owed by subsidiary undertakings 526,940 477,816
Prepayments 486,869 526,739
Derivative financial instruments 59,543 -
Deferred tax asset (note 10) 157,228 102,901

6,285,388 6,170,786

The.company enters into forward foreign exchange contracts to reduce the exchange risk for certain
foreign currency payables. At 31 December 2016, the outstanding contracts all rature within 6 months

(2015~ nil) of the year end. The company is-committed to buy USD$2,100,000 equally over six contracts

and pay each at a fixed Sterling amount (2015 ~nil)..

The forward currency contracts are measured at fair valile, which is determined usitig valuédtion téchniques
that utilise observable inputs. The key assumptions used in valuing the derivatives are the forward and
gpot exchange rates for GBP:USD. The fair value of the forward-foreign currency contracts is £59,543
(2015 —nil).
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Creditors: amounts falling due within one year

2016 2015

£ £

Bank loan (note 18) 1,898,871 1,000,000
Invoice discounting facility 1,163,922 2,578,263
Obligations under finance leases and hire purchase contracts (note 19) 41,155 61,972
Trade creditors 2,990,275 3,534,839
Amounts owed to subsidiary undertakings 1,000 1,000
Other taxes and social security costs 204,821 183,617
Other creditors. and accruals. 886,577 955,159

7,186,621 8,314,850

Creditors: amounts falling due after more than one year

2016 2015

£ £

Bank loan (note 18) 4,393,616 1,166,667
Obligations under finance leases and hire purchase conitracts {note 19) 14,211 49,822
Amounts owed. to parent undertakings . 2,925,000 2

7,332,827 1,216,489

Loans

2016 2015
Loans are repayable as follows: £ £
Wholly repayable within 5 years 6357727 2,166,667

6,357,727 2,166,667

During February2014, the company had taken a 4 year term loan of £4;000,000; upoti which interest was
payable at 2.25% per annum. A fixed and floating mortgage charges over the company’s assets in favour
of Santander UK PLG had been provided in relation to this term loan facility. This loan has subsequently
been repaid during May 2016 through loans provided by new bankers. HSBC plé ‘who now hold the fixed
and floating charges over the company’s assets. Two loans were provided by HSBC plc the total of which
was £7,000,000. The first loan of £2,000,000 has a 2 year term; upon which interest is payable ata
variable rate of 2% over GBP LIBOR per annum: The second Igan 0f £5,000,000 has a 5 year term; upon
which interest is payable at a variablg rate of 2.3% over GBP LIBOR per annum.

The company also takes out short term loans provided by its banker, HSBC plc, to cover timings in
payments made 10 soine overseas suppliers. The loans aré repayable 3 months from the date each loan is.
‘taken out and have an interest rate of 2.5% per anoum above the bank’s current variable rate-on the date
the loan is taken.
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Notes to Financial Statements

at 31 December 2016

Leasing commitments

The company uses’ finance leases and hire purchase contracts to acquire plant and machinery. These leases have
terms-of renewal but no purchase, options and escalation clauses. Renewals are at the option of the lessee. Future
minimum lease payments due under finance leases and hite purchase.contracts are as follows:.

2016 2015
£ £
Not later than one yéar 41,155 61,972
Later:than one year and not later than five years ‘ 14211 49,822
55,366 111,794

Future minimum rentals payable under non=cancéllable operdting leases are as follows:
2016 2015
£ £
Not later than one year 1,010,146 892916
Later than one year and not later than five years. 3,147.185 3,006,372
Later than five years 3,893,220 4,541,405

8,050, 551 8,440,693

Issued share capital

2016 2015
Atlotted, calied up and fully paid No. £ No. £
Ordinaty shares of £0.01 each 100 I 100 1
Ordinary shares of $1 each. 7572177 3937689 T.572,177 _ 3,937,689
3 .937, 690 3 937 690
Reserves.

Assued shave capital

Issued share capital represents the nominal value of shares that have been issued.

Profit and loss account ‘ _
The p’toﬁt‘ and loss account in¢ludes all current and prior period.realised and retained profits and losses,

Contingent liabilities

At the balance sheet date there: were fixed and floating mortgage charges over:the group’s assety in favour
of HSBC plc (first charge holder) and Saberasu Japan Investments Il B.V. (second charge holder) an
intermediate parent undertaking, incoporated in the Netherlands.
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Notes to Financial Statements

.at 31 December 2016

Related party transactions

Daring the year the company entered into transactions, .in the ordinary course of business; with.its

outstanding at:31 December, are as follows:

Ambounts owed by Group undértakings due within one:year

‘Space.Pro USA Inc
Optiplan (Kitchens) Limited.
Manor Cabinet Company Limited

Amounts owed by Group undertakings due after more than one yeéar

HD Holding 11 Limited

Amounts due to Group.undertakings falling due within one yéar
Portico (Vbdlands) Limited.

Amounts owed to Group undertakings die after more than 6ne year
HD. Holdmg 1L Limited

Transactions with related parties

Sales to. Affiliates

Space Pro USA Inc

Waiver of intercompany payable
Portico (Midlands) Limited,

:immediate parent undertaking and sister subsidiaries. Transactions entered: into and trading balances

2016 2015

£ €

521,902 477816
4,859 -

178 <
526.939 477,816
2,009.492 1,949,676
{(1,000) (1,000)
(2;,92_5-,0‘00)‘ -
2016 2015

£ £
271208 108,369
5 857,149

During the yeat the holdmg company, HD Holdings.1I limited; provided a.loan. of £3m te Home Décor GB
Limited to agsist with.the purchase of Optiplan Kitchens Limited group, ‘Theé directors consider that this

loan is not repayable within'a year.
-Terms and conditionsoi‘ 't'ril‘u's‘ac'tibns 'With r?él‘zitéd"pa'rties

Company has not: prowded or beneﬁtcd fromeany guaranteeb for any: related party receivables or payables
During the.yeif.ended 31 December 2016, the Company-has not made any provision for doubtful debts

relating to amounts owed by related parties (2015 nil).
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Notes to Financial Statements
at 31 December 2016

Ultimate parent undertaking and controiling party

The-pareént undertaking of the $mallest and largest group of undertakings for which group financial
statefiients dre:drawn up and of which the Corhpany is a member is HD: Holdings 11 Lirited, which is
incorporated in England and whose financial statements are. publicly available-from Companies: House.
In the directors’ opiniofi the: Company’s ultimate par¢nt undertaking and controlling party is Cerbetus
Capital Managenieit LP. The country of incorporation is the United States of Amierica;
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