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President and Co-Chairmen’s Statement

This year has seen continued focus on our three markets the UK, the USA and Australia The
rationahzation of non-core businesses continued with compietion of the formal disposal of our
interests in Germany, Poland and Switzerland

Qur strategy 1s already beqinning to show mproved returns Sales and customer numbers are
increasing in all markets, and Group Operating Profit this year 1s £4 2m better than last year Profit
on ordinary activifies betore taxation has decreased from £10 2m to £6 7m, reflecting the exceptional
profit on disposal in the prior year

In the UK we have grown our customer base as a consequence of both improved recrutment
marketing and increasing customer loyalty. Our UK revenues and EBITDA have grown year on year
with the implementation of a sophistcated personalisation system to improve our customers'
expenience We moved to new offices and continue to expiore new opportunities to maintain and
enhance this positive trajectory

The US business continues to grow and we are confident that we will be able to successfully
execute on a number of options for continued long-term growth n the future.

Our Australian business recorded record revenue We are also using the resources of our Australian
business to test the oppeortunity for a presence in Hong Kong and Taiwan, via a franchise model

We cantinue to invest in wine production in Bordeaux, maintaining our umque position as producers
as well as retailers of wine In Australia we are about to see the first results from our new RedHeads
wine-making studio in the Barossa Valley

We recognise that exceptional service 1s a key part of what makes us different from our competitors,
and we remain dedicated to serving our customers brilliantly By continuing to attract and retain
excephonally talented colleagues, we ensure that we provide knowledgeable and responsive
customer service with a genuine focus on what individual customers will enjoy drinking

The last year has seen changes on the board Simon McMurtne stepped down as CEQ in January
He was succeeded in the role by David Thatcher, formerly Managing Director of our UK business
Liz McMeikan left the board in January on the compietion of an 8 year term as a Non Executive
Director Jimmy Werr joned us as Group CFO in March 2015, reptacing Ed Coombs who served as
interim CFO following the departure of Andrew Humphreys at the start of the tinancial year

fokiShe il

Tony Laithwaite Barbara Laithwaite Angus Porter
President Co-Charmen Co-Chairmen
17 September 2015 17 September 2015 17 September 2015
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Strategic report for the period ended 3 July 2015

The directors present therr strategic report on the group for the penod ended 3 July 2015

Business review and principal actlvities

The principal activity of the group i1s the importing and distribution of wines

The profit and loss account for the pernod ts set out on page 9

Following a review of the accounting policy for revenue recognition, the directors have decided to
change the approach for recognition of En Primeur sales to reilect more accurately the nature of the
transactton The tmpact of this reclassification on the Profit and Loss account and the Balance sheet 1s
included in these financial statements and the impact 1s outlined in more detail on pages 9 and 10

The group’s focus on our core markets (the UK, the USA and Australia) 1s showing good progress
Group operating profit (excluding discontinued operations) grew by £6m to £8 2m (2014 £2 2m)

The process of iquidating our European trading businesses (Lathwartes GmbH, Lathwaites AG
and Direct Wines spl Zoo) i1s progressing We are reviewing our joint venture mvestment in Wine
Society of Incha Private Limied

The directors were pleased to see the customer base grow in all markets, as the customer base 1s one
of the key forward performance indicators Overall our customer base ncreased 3 9% on last year

In addition to the customer base the busmess monitors several key performance indicators which
include key measures on productivity, cost, sales and margin

Our balance sheet remains strong with net assets of £52 2m (2014 £48 2)

The directors recognise as the principal nsks of our business

Technology nsk - any significant fafure of IT systems would affect our ability to trade

People nsk - the success of our business Is based on employing the best people with
the nght capabilibes

Operational nsk - the businesses continurty plans, in the event of an emergency incident, are

key to ensure we are prepared and have a plan in place to mitigate the mpact
of any adverse event

Performance nsk - performance against budget and competitors 1s tracked as any negative
varlance could lead to a failure to deliver the long-term goals
Regulatory nsk - as we operate in several countnes, we need to ensure compiiance with all

local requirements, and monitor any legal or regulatory changes.

The directors meet regularly to evaluate business risks and monitor the economic chimate and take
appropriate action where necessary In particular the processes and systems surrounding fraud and
credit nsk are continuously evaluated

Additional information on the group’s activities is given in the President and Co-Chairmen’s Statement
on page 2

Cn behalf of the Board
D AThatcher
Director v

17 September 2015
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Directors’ report for the period ended 3 July 2015

The drrectors present therr annual report and the audited consolidated financial statements of the
group and company for the period ended 3 July 2015

Results and dividends

The group profit for the financial penod was £3,484,000 (2014 £7,756,000) The directors have
recommended a final dividend of £31 80 per share (2014 final dvidend of £35 24 per share) No
special Intenm dividend has been paid in the year (2014 intenim dividend of £39 53 per share)

The tuture developments of the company are disclosed in the Strategic report.

Directors

The directors, who held office dunng the period and up to the date of signing the financial statements,
except as stated otherwise, are given below

AH G Lathwaite President

B A Laithwaite Co-Chairman

A J Porter Co-Chairman

E McMeikan Non-executive (resigned 20 January 2015)
S N McMurtrie CEO (resigned 18 January 2015)

C AHumphreys CFOQ (resigned 11 July 2014)

H J H Lathwaite Non-executive

W W Laithwaite Non-executive

TAE Laithwaite Non-executive

A White Non-executive

E J Coombs Intenim CFO (resigned 31 March 2015) .
D A Thatcher CEO (appornted 19 January 2015)

JWH Wer CFO (appointed 2 March 2015)

Directors’ and officers’ liability insurance

The group mamtains liability insurance for its directors and officers Following shareholder approval the
group has also provided an indemnity for its directors and the secretary, which is a qualitying third party
indemnity provision for the purposes of the Companies Act 2006

Statement of directors’ responsibilities

The drectors are responsible for preparing the Annual report and the financral statements in
accordance with applicabte law and regulations

Company law requires the directors to prepare financial statements for each financial year Under
that law the diectors have prepared the group and parent company financial statements in
accordance with Unted Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and applicable law) Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and farr view of the state of affarrs
of the group and the company and of the profit or loss of the group for that period In preparing these
financial statements, the directors are required to

= select suitable accounting policies and then apply them consistently,
» make jJudgements and accounting estimates that are reascnable and prudent,

» state whether applicable UK Accounting Standards have been followed, subject to any
matertal departures disclosed and explained n the financral statements,

s prepare the financial statements on the going cencern basis unless it 1s inappropriate to
presume that the company and the group will continue in business
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Directors’ report for the period ended 3 July 2015 (continued)
Statement of directors’ responsibilities (continued)

The directors are responsible for keeping adequate accounting records that are suffictent to show
and explain the company's transacttons and disclose with reasonable accuracy at any time the
financial positton of the company and the group and enable them 1o ensure that the financial
statements comply with the Companies Act 2006 They are also responsible for safeguarding the
assets of the company and the group and hence for taking reasonable steps for the prevention and
detection of fraud and other rregulanties

The directors are responsible for the maintenance and integnty of the company's website
Legisiation in the United Kingdom governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions

Financial risk management

The group’s operations expose it to a vanety of financial nsks that include the effects of changes in
lquidity nsk, foreign exchange risk, interest rate nsk and credit nsk The group has a nsk
management programme that imits the adverse effect of these financial risks on the financtal
performance of the group

The nsk management policies are set by the board of directors and implemented by the group’s
finance department The policies provide specific guidelines to manage foreign exchange nsk,
interest rate risk, credt nsk and circumstances where it would be appropnate to use financial
instruments to manage these

The group utiises forward foreign currency contracts in order to manage exchange risk When
forward foreign currency contracts have not been entered Into, the group takes aclive nsk
management steps In order to manage the nsks invoived

The group actively maintains a mixture of long term and short term debt finance that 15 designed to
ensure the group has sufficient available funds for operations and planned expansions,

The group 1s exposed to interest rate nsk as it borrows funds at floating interest rates The risk 1s
managed by the group by reqular consideration of hedging activity In the current perniod, no hedging
activity has been applied

Political and charitable contributions

The group made chantable donations of £1,000 The main donation of £1,000 was to The Benevolent,
the dnnks industry chanty (2014 £2,290, the main donation of £2,000 was to Macmillan Cancer
Suppert) No political donations were made during the period (2014 Nil)

Employees

The necessity for, and the importance of, good communications and relations with all employees 1s well
recognised and accepled throughout the group Employees are encouraged to discuss with
management factors affecting the group and any matters about which they are concemed. In addition
the Board takes account of employees’ interests when making decisions and employees are informed
regularly of the group's performance, both operational and financral Suggestions from employees
aimed at improving the group'’s performance are welcomed

The group also supports the employment of persons with disability wherever possible, through
recrutment and by retentton of those who suffer disability dunng their employment, and generally
through training, career development and promotion
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Directors’ report for the period ended 3 July 2015 (continued)

Statement as to disclosure of information to auditors

The directors who were n office on the date of approval of these financial statements have confimmed,
as far as they are aware, that there 1s no relevant audit information of which the auditors are unaware
The drrectors have confimied that they have taken all the steps that they ought to have taken as
directors in order to make themselves aware of any relevant aucht information and to estabhsh that
had been communicated to the audiors

This disclosure is grven and should be interpreted in accordance with the provisions of section 418 of
the Companies Act 2006.

Independent auditors

The audtors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office
and are deemed to be reappointed under section 487(2) of the Companies Act 2006

On behalf of the Board

DA Thatchﬁ

Dwector
17 September 2015
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Independent auditors’ report to the members of
Direct Wines Holdings Limited

Report on the financial statements

Our oprnion

In our opinion, Direct Wines Holdings Limted’s group financial statements and company financial
statements (the “financial statements”)
+ give a true and farr view of the state of the group’s and of the company’s aftairs as at 3 July
2015 and of the group's profit and cash flows for the year then ended,

+ have been properly prepared m accordance with United Kingdom Generally Accepted
Accounting Practice, and

+ have been prepared i accordance with the requirements of the Companies Act 2006

What we have audited

The financial statements comprise

+ the group and company balance sheets as at 3 July 2015,

« the group profit and loss account and statement of group total recognised gams and losses for
the year then ended,

e the group cash flow statement and group reconciliation of net cash flow to movement in net
funds for the year then ended; and

+ the notes to the financial statements, which include a summary of significant accounting
policies and other explanatory nformation

The financial reporting framework that has been applied in the preparation of the financial statements
is appiicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice}

In applying the financial reporting framework, the directors have made a number of subjective
|udgements, for example in respect of significant accounting estimates In making such estimales, they

have made assumptions and considered future events

Opinion on other matter prescribed by the Companies Act 2006

In our optnion, the infarmation given in the Strategic Report and the Directors’ Report for the financial
year for which the financial statements are prepared i1s consistent with the financial statements

Other matters on which we are required to report by exception

Adequacy of accounting records and information and explanations received

Under the Companies Act 2006 we are required to report to you if, In our opinion
« we have not recewed all the information and explanations we require for our audit; or

« adequate accounting records have not been kept by the company, or returns adequate for our
audit have not been received from branches not visited by us, or

« the company tinancial statements are not In agreement with the accounting records and
returns,

We have no exceptions 1o report ansing from this responsibility

Directors’' remuneration

Under the Companies Act 2006 we are required to report to you If, in our gpinian, certain disclosures of
directors’ remuneration specified by law are not made We have no exceptions to report ansing from
this responsibility
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Independent auditors’ report to the members of
Direct Wines Holdings Limited (continued)

Responsibilities for the financial statements and the audit

Our responsibllitles and those of the directors

As explaned more fully in the Statement of directors’ responsibidiies set out on pages 4 and 5, the
directors are responsible for the preparation of the financial statements and for being satisfied that they
give a true and far view

Our responsibility 1s to audit and express an gpinion on the financial statements in accordance with
applicable law and Intemationai Standards on Auditing (UK and Ireland) (“ISAs (UK & Ireland)”) Those
standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

This report, ncluding the opimions, has been prepared for and only for the company’s members as a
body In accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose
We do not, in giving these opwions, accept ar assume responsibility for any other purpose or to any
other person to whom this report 1s shown or into whose hands it may come save where expressly
agreed by our prior consent in writing

What an audit of financial statements involves

We conducted our audit in accordance with ISAs (UK & Ireland) 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 matenal mrsstatement, whether caused by fraud or error
This Includes an assessment of
« whether the accounting policies are appropniate to the group's and the campany’s
cireumstances and have been consistently appled and adequately disclosed,

* the reasonableness of significant accounting estimates made by the directors, and

+ the overall presentation of the financial statements

We primarily focus our work in these areas by assessing the directors’ judgements against available
evidence, forming our own judgements, and evaluating the disclosures in the financial statements

We test and examine information, using sampling and other auditing techniques, to the extent we
consider necessary to provide a reasonable basis for us to draw conclusions We obtan audit
evidence through testing the effectiveness of controls, substantive procedures or a combination of
both

In addiion, we read all the financial and non-financial infarmation in the Annual Report to identify
matenal inconsistencies with the audited financial statements and to dentify any information that 1s
apparently matenally incotrect based on, or materially inconsistent with, the knowfedge acquired by us
in the course of performing the audnt If we become aware of any apparent matenal misstatements or
C 1es we consider the mplications for our report

Stephe tten (Semor Statutory Auditor)

for and on behalf of PncewaterhouseCoopers LLP
Chartered Accountants and Statutory Audrtors
Reading

17 September 2015
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Group profit and loss account

for the period ended 3 July 2015
Restated
53 week 52 week

period ended  period ended
3July2015 27 June 2014

Note £'000 £'000
Turnover including share of joint venture
Continuing operations 286,834 279,264
Discontinued operations 541 5,863
' 287,375 285,127
Less' share of turnover of joint venture (256) (274)
Group turnover 2 287,119 284,853
Cost of sales (174,465) (168,199)
Gross profit ) 112,654 116,654
Operating expenses 3 {105,502) (113,671)
Operating profit/(loss)
Continuing operations 8,233 2,159
Biscontinued operations {1,081) 824
Group Operating Profit 7,152 2,983
Share of operating loss in joint venture (74) {163)
Totat QOperating profit: group and share of joint ventures 7,078 2,820
Profit on sale of subsidianes 4 - 7,784
Interest receivable and similar income 5 53 132
Interest payable and similar charges 6 (280) (433)
Share of net interest payable in joint venture 7 {151) (64)
Profit on ordinary activities before taxation 8 6,700 10,239
Tax on profit on ordinary activities 11 (3,216} (2,483)
Profit for the financial period 25 3,484 7,756

There are no matenal differences between the profit on ordinary activittes before taxation and the profit
for the financial periods stated above, and their histonical cost equivalents

The mpact of the review of the accounting policy for revenue recogmtion in relation to En Pnmeur sales
was to reduce the tumever by £697k (2014 increase £41k), reduce cost of sales by £575k (2014
increase £126k) and to reduce operating profit by £122k (2014 £85k) (Notel)

Statement of group total recognised gains and losses

53 week Restated
period 52 week

ended perod ended
3July 2015 27 June 2014

£000 £'000
Prolit for the financral period 3,484 7,756
Currency translation differences on tareign currency net invesiments 2,254 (4,480)
Prior year adjustment — revenue recognition (Note 1) {422) -

Total recognised gains and losses relating to the period 5,316 3,276
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Group balance sheet as at 3 July 2015

Restated
3 July 2015 27 June 2014
Note £'000 £'000
Fixed assets
Intangible assets 13 16,030 17,036
Tangible assets 14 29,991 30,002
46,021 47,038
Current assets
Stock 16 29,967 33,254
Debtors amounts falling due within one year 17 12,240 12,823
Debtors amounts faling due after more than one year 17 9 52
Cash at bank and in hand 18 36,779 26,409
’ 78,995 - 72,538
Creditors: amounts falling due within one year 19 {69,164) (56,562)
Net current assets i 9,831 15,976
Total assets less current liabilities 55,852 63,014
Creditors: amounts falling due after more than one year 20 - (12,500)
Provisions for llabilities 22 (2,556) (1,426)
Pravision for Joint venture deficit 15 {1,119) (866)
- share of gross assets 159 187
- share of gross habilties (1,278) (1,053)
Net assets 52,177 48,222
Capital and reserves
Called-up share capital 249 51 51
Profit and loss account - 25 52,126 48,171
Total sharehoiders’ funds 26 52,177 48,222

The review of the accounting policy for revenue recognition i relation to En Primeur sales resulted in the
increase In stock by £2,475k (2014 £1,898k), increased credrors £3,019k (2014 £2,321k) and reduction in the
Profit and loss account £544k (2014 £422k) (Note 1)

The financtal statements on pages 9 to 30 were approved by the board of directors on 17" September 2015
and were signed on its behalf by

Nt

B A Lathwaite

Director

Direct Wines Holdings Limited
Registered number 06574767
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Company balance sheet as at 3 July 2015

3July 2015 27 June 2014

Note £'000 £'000

Fixed assets
Investments 15 2,703 2,728
Current agsets
Debtors amounts falling due after more than one year 17 9,470 11,253
Cash at bank and in hand 18 200 200

- ) 9,670 11,453
Creditors: amounts falling due within one year 19 - -
Net current assets 9,670 11,453
Total assets less current liabilities 12,373 14,181
Net agsets 12,373 14,181
Capital and reserves '
Calied up share capital 24 51 51
Profit and loss account 25 12,322 14,130
Total shareholders’ funds 26 12,373 14,181

The financial statements on pages 9 to 30 were approved by the board of directors on 170 September 2015 and
were signed on its behalf by

ML isete

B A Lathwaite

Director

Direct Wines Holdings Limited
Registered number 06574767
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Group cash flbw statement
for the period ended 3 July 2015

12

53 week 52 week

periodended  period ended

3Jduly 2015 27 june 2014

Note £'000 £000

Net cash inflow from operating actvities 27a 14,101 14,113
Net cash outflow from returns on investments and

servicing of finance - 27b (227) (386)

Taxation {3,301) (801)
Net cash outflow from capital disposal and capital

expenditure 27b (6,956) (7,199)

Net cash inflow from disposals and acquisitions 27b - 10,875

Equity dividends paid to shareholders 12 (1,783) (3,607)
Net cash inflow before use of liquid resources and

financing 1,834 12,995

Net cash outflow from financing 27b {12,500) (3,400)

{Decrease)increase in net cash in the period {10,666) 9,585

Group recongciliation of net cash flow to movement in net funds

53 week 52 week

period ended  perad ended

3Jduly 2015 27 June 2014

Note £'000 £'000

(Decrease)/Increase in net cash in the period (10,666) 9,595

Movement in loans and borrowings 12,500 3,400

Maovement in net funds in the penod resulting from 1,834 12,995
cash flows

Translation differences 568 {1,863)

Movement in net funds in the penod 2,402 11,132

QOpening net funds 27¢ 11,575 443

Closing net funds 27¢ 13,977 11,575
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Notes to the financial statements for the period ended
3 July 2015

1 Accounting policies

These financial statements are prepared on the going concemn basis under the historical cost
convention in accordance with the Companies Act 2006 and with applicable accounting standards in
the United Kingdom Principal accounting policies, which have been applied consistently throughout
the penod, are set out below

During the penod ending 3rd July 2015, following a review of the accounting treatment of En Primeur
revenue recognition, the directors have decided to adopt a more prudent approach Revenue for En
Prnmeur sales 1s now recognised on a dispatch basis instead of on order basis The comparative
resulls for the pernicd ended 27 June 2014 have been restated The effect of implementing this new
accounting policy was to decrease operating profit for the year by £122k (2014 £85k), increase stock
by £2,475k (2014 £1,899k), ncrease creditors by £3,019k (2014 £2,321k) and reduce the Profit and
loss account by £544k (2014 £422k}

Financial period

The financial statements are made up to the Friday nearest to 30 June each year Periodically this
results In a financtal period of 52 weeks The current accounting penod 1s for the 53 weeks period
ended 3 July 2015 The previous accounting period was for the 52 weeks ended 27 June 2014

Basis of consolidation

The group financial statements consolidate the financial statements of the company and its mterests in
subsidiaries The results of businesses acquired or disposed of in the year are consolidated from or up
to the effective date of acquisition or disposal Subsidianies acquired during the penod are consolidated
using the acquisition method Thew results are incorporated from the date that control passed The
diference between the cost of acquistion of shares in subsidianes and the fair value of the separable
net assets acquired 1s capitalised as gocdwill and written off on a straight line basis over its estimated
economic life Provisions are made for impairment where necessary Uniform accounting policies are
adopted throughout the group Transactions and balances between subsidiaries are eliminated on
consolidation

Exemption from the disclosure of a parent company profit and loss account

Direct Wines Holdings Limited, as parent company of the group has taken exemption from disclosure
of its Individual profit and loss account under Companies Act 2006 s408

Exemption from audit by parent guarantee

Under Section 4794 of the Companies Act 2006, exemptions from an audit of the financial statements
for the financial year ending 3 July 2015 have been taken by companies stated below

Company Name Registered number
Direct Wines Limited 01095091
Averys of Bristo! Limited 00376920
Cirect Wines International Limited 02987166
Direct Wines Finance Limited 06932033
Direct Wines Eurcpe Limited 08532287

As required, the Company guarantees all oulstanding habilies to which the subsidtary companies
hsted above are subject at the end of the financial year, until they are satisfied n full and the guarantee
Is enforceable against the parent undertaking by any person to whom the subsidiary companies iisted
above s liable n respect of those habilities




Direct Wines Holdings Limited 14

Notes to the financial statements for the period ended
3 July 2015 (continued)

1 Accounting policies (continued)
Purchased goodwilil

Goodwill representing the excess of the purchase pnce aver the farr value of net assets acquired IS
capitahsed and wntten off over 15 — 25 years as, in the opimion of the directors, this represents the
péried over which the goodwill is effective

The group evaluates the carrying value of goodwill in each financial year to determine ff there has been
imparrment in value, which would result in the inability to recover the carrying amount. When 1t Iis
determined that the carrying value exceeds the recoverable amount, the excess i1s written off to the
profit and loss account

Fixed asset invesiments
Invesiments are stated at cost less provision for any impairment in value

Tangible fixed assets

Tangible fixed assets are stated at histoncal cost less provision for depreciation Cost includes the
onginal purchase pnce of the asset and the costs attnbutable to bringing the asset to its working
condition for its intended use Depreciation 1s provided on all fixed assets, other than freehold land, at
rates calculated to wnte each asset down to its estimated residual value evenly over its expecied
useful life, as follows

Freeheld land not depreciated

Freehold properties over 50 years

improvements to property over 510 10 years

Shop premiums the shorter of the lease fife and 10 years
Computer hardware and software, and

furniture and fittings over 3 to 10 years

Motor vehicles over 2 10 4 years

Assets in the course of construction not depreciated

Stock

Stock, work in progress and raw materials are stated at the lower of cost and net realisable value In
general, cost 1s determined on a first i first out basis and includes transport and handiing costs Net
reahsable value Is the price at which stock can be sold in the normal course of business after allowing
for selling costs. Provision is made where necessary for obsolete, slow moving and defective stock

Production costs

Wine production costs borne directly by the group are allocated to specific products and are added to
the direct costs of the wine when it Is purchased Costs relating to products not delivered by the period
end are carned forward in the balance sheet as work In progress

Turnover

Turnover, which excludes value added tax, trade discounts and retumns, represents the invoiced value
of goods, membership subscnptions, tnps and tastings provided to customers dunng the penod
Tumaver 1s recognised on sales whan fitle to the product passes which is generally upon dispatch
Tumover for subscnptions, trips and tastings Is recognised when the service Is provided.

Franchise fees, ncluded within tumover are recewed n connectton with the license of the brand
names, under the long-term contracts The franchise royalty fees are charged as a percentage of wine
sales revenue Revenue is eamed and recognised on a monthly basis
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Notes to the financial statemenis for the period ended
3 July 2015 (continued)

1 Accounting policies (continued)
Forelgn exchange

Monetary assets and lhabiihes in foreign currencies are translated inte sterling at rates of exchange
ruling at the balance sheet date Trading transactions denominated in foreign currencies are translated
into sterling at the rate of exchange ruling at the date of the transaction Exchange gains or losses are
included in the profit and loss account in the period in which they anse.

The results of foreign subsidianes are translated at the average rate of exchange for the peried and
assets and liabilities are translated at the closing balance sheet rate The exchange differences arising
on the retranslation of openmng net investments in subsidiary companies and the translation of results
at average rates are taken to reserves

Provisions

Provisions are recognised when the company has a present obligation as a resuft of a past event, it 1s
probable that a transfer of economic benefits will be required to settle the obligation, and a reliable
estimate can be made of the amount of the obligation.

Leased assets and obligations

Assets held under fmance leases, which are leases where substantially all the nsks and rewards of the
asset have passed to the company and hire purchase contracts, are capitalised in the balance sheet
and are depreciated over therr useful lives The capital elements of future obligations under the leases
and hire purchase contracts are included as liabiities in the balance sheet

The interest elements of the rental obligations are charged in the profit and loss account over the
penod of the leases and hire purchasa contracts and represent a constant proportion of the balance of
capital repayments outstanding

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

Pension contributions

The group operates defined contribution pension schemes and the pension charge represents the
amounts payable by the group to the schemes in respect of the period

Refated parties

FRS 8 “Related Party Disclosures” requires the disclosure of the detalls of matenal transactions
between the reporting entity and related parties However, transactions between the company and
other group companies have not been disclosed In accordance with the exemption in FRS 8 as the
consolidated financial statements of the group are publically available

Deferred taxation

Deferred tax 1s recogmsed in respect of all iming differences that have onginated but not reversed at
the balance sheet date, where transactions or events that result in an cblhigation to pay more tax in the
future or a nght to pay less tax in the future have occurred at the balance sheet date

A net deferred tax asset 1s recognised as recoverable only when, on the basis of all available evidence,
it can be regarded as more likely than not that there will be suffictent taxable profits against which to
recover carrred forward tax losses and from which the future reversal of underlying ttming differences
can be deducted

Deferred tax 1s measured at the average tax rates that are expected to apply in the periods in which the
timing differences are expected to reverse based on tax rates and laws that have been enacted or
substantially enacted by the balance sheet date Deferred tax 1s measured on an undiscounted basis
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Notes to the financial statements for the period ended

3 July 2015 (continued)

2 Group Turnover

The company’s turnover was all denved from its principal activity Sales were made n the following

geographical markets
Restated
53 week 52 week
period ended period ended
3July2015 27 June 2014
£000 £'000
United Kingdom 202,695 194,448
Rest of World 84,424 90,405
287,119 284,853
3 Operating expenses
53 week 52 week
perlod ended penod ended
3July 2015 27 June 2014
£000 £'000
Distribution costs 10,197 12,835
Administration expenses 95,405 100,837
105,602 113,672
4 Profit on sale of subsidiaries
53 week 52 week
perlod ended penod ended
3July 2015 27 June 2014
£000 £'000
Discontinued operations
Profit on sale of subsidianes - 7,784
5 Interest receivable and similar income
53 week 52 week
period ended penod ended
3July 2015 27 June 2014
£'000 £000
On bank deposits 53 132
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Notes to the financial statements for the period ended

3 July 2015 (continued)
6 Interest payable and similar charges
53 week 52 week
period ended period ended
JJduly 2015 27 June 2014
£'000 £'000
On bank loans and overdrafts 280 433
7 Share of net interest payable in joint venture
53 week 52 week
period ended  period ended
3July 2015 27 June 2014
£°000 £000
On bank loans and overdrafts 151 64
8 Profit on ordinary activities before taxation
53 week 52 week
period ended period ended
3July 2015 27 June 2014
£'000 £'000
Profit on ordinary activities before taxation Is stated after
charging:
Depreciation charge for the period
Owned assets 6,644 6,032
Leased assets 53 6
Amortisation and imparment of ggodwill 2,367 1,103
Profit on disposal of tangible fixed assets 5 2
Operating lease rentals
Plant and machinery 354 66
Other assets 3,191 2,869
Services provided by the company’s auditors
- fees payable for audit of group undertakings 147 146
- fees payable for the audit of the company 5 5
- other services 5 -
- lax advisory services 33 103
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Notes to the financial statements for the period ended
3 July 2015 (continued)

9 Employee information

The average monthly number of persons (including the executive directors) employed by the group
during the period was*

Restated

53 week 52 week
period ended perod ended
3 July 2015 27 June 2014

By activity Number Number
Office and management 258 313
Selling and distrbution 456 451

714 764

Management has reassessed allocation of staff and reflected these changes above
Staff costs for the above persons comprised
53 week 52 week

period ended penod ended
3July 2015 27 June 2014

£'000 £'000

Wages and salanes 27,668 27170
Social security costs 2,534 2,556
Other pension costs (note 30) 1,061 880
31,263 30,606

In addition to the above, staff costs of £1,778,946 (2014- £1,611,000) have been capitalised into
tangible fixed assets as part of the cost of development of software assets These costs are included
in “Assets under the course of construction” and “Computer hardware and software, and Furniture
and fithngs”
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Notes to the financial statements for the period ended

3 July 2015 (continued)

10 Directors’ emoluments

53 week 52 week

period ended penod ended

3July2015 27 June 2014

£'000 £'000

Aggregate emoluments 1,919 2,305

In the current penod retirement benefits are accruing to 1 director (2014 no directors) under the group’s
defined contnbution scheme The contnbution paid in the current was £11,000 (2014 nit)

Fees paid to non-executive directors for therr services during the peniod amounted to £89,617 (2014

£89,894)
Highest paid director
53 week 52 week
period ended period ended
JJduly 2015 27 June 2014
i, £°000 £'000
Aggregate emoluments 832 1,318
11 Tax on profit on ordinary activities
53 week 52 week
period ended period ended
3July 2015 27 June 2014
£°000 £000
Current tax
United Kingdom Corporation tax at 20 75% (2014 22 5%) {326) .
Foreign tax
Corporation tax {2,417) (2,437)
Other current tax
Adjustments in respect of prior penods 673 323
Total current tax charge (2,070} (2,114)
Deferred tax
Ongination and reversal of iming differences
UK 18 170
- Foreign tax {659) (738)
Adjustments in respect of prior penods {505)
Impact of change in tax rate - 199
Totat deferred tax (note 23) (1,146) (369)
Tax on profit on ordinary activities {3,216)" (2,483)
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Notes to the financial statements for the period ended
3 July 2015 (continued)

11 Tax on profit on ordinary activities (continued)

The tax assessed for the penod 1s higher (2014 lower) than the standard rate of corporation tax in
the UK far the period ended 3 July 2015 of 20 75% (2014 22 50%).

The differences are explained below
Restated
53 week 52 week
period ended period ended
3 July 2015 27 June 2014

£'000 £'000

Profit on ordinary activities before taxation 6,700 10,239
Profit on ordinary activities mulliplied by standard rate of

corporation tax in the UK of 20 75% (2014 22 5%) 1,380 2,304
Etfects of

Expenditure/{lncome) not allowable for tax purposes 392 (1,645}
Oifference in capital allowances and depreciation (179) (109}
Higher overseas tax rate 1,448 986
Overseas tax losses ansing/(utlised) (335) 13
Overseas tax losses carrnied forward 102 735
Overseas tax losses unrelieved/expired 128 -
Transfer pricing adjusiment 28 13
Other tming differences (141) 121
Adjustments m respect of prior pericds (673) (323)
Change in accounting policy B (88) 18
Total current tax 2,070 2,114

Factors affecting current and future tax charges

Changes to the UK Corporation tax system were announced in the March 2013 UK Budget
Statement The UK Finance Act 2013 received royal assent on 17 July 2013, reducing the main rate
of corporation tax to 21% from 1 Apnl 2014 and to 20% from 1 Apnl 2015 The effect of these
changes ts included n these financial statements )

Further changes to the UK corporation tax rates were announced in the Chancellor's Budget on 8
July 2015 These include reductions to the main rate to reduce the rate to 19% from 1 April 2017 and
to 18% from 1 April 2020 As the changes had not been substantively enacted at the balance sheet
date their effects are not included in these financial statements
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Notes to the financial statements for the period ended
3 July 2015 (continued)

12 Dividends

53 week 52 week
perlod ended  penod ended
3July 2015 27 June 2014

£'000 £'000
2013 Final dividend paid £31 76 per share - 1,607
2013 Special interm dividend paid £39 53 per share - 2,000
2014 Final dividend paid €35 24 1,783 -
Total dividend paid 1,783 3,607

The directors have recommended a dividend of £1,614,140 (£31 90 per share) n respect of the
period ended 3 July 2015

13 Intangible assets

Goodwill
Group £'000
Cost
At 27 June 2014 28,044
Translation differences 2,204
At 3 July 2015 30,248
Accumuiated amortisation and impairment
At 27 June 2014 11,008
Amortisation charge for the period 1,066
Impairment charge for the penod 1,301
Translation differences 843
At 3 July 2015 14,218
Net bock value
At 3 July 2015 16,030
At 27 June 2014 17,036

The company has no intangible fixed assets

During the year the group has performed an impairment review of goodwill and this resulted i the
write off of net book value of £1,300,698 In respect of goodwill for Wine Society of India Private
Limited
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Notes to the financial statements for the period ended

3 July 2015 (continued)

14 Tangible assets

Group Land and buildings
Shonrt
leasehold Computer
property hardware and
improvements software, and Assetsin Warehouse
Freehold and shop fumitureand courssof fixtures & Motor
propertles premiums fittings construction fitings vehicles Total
£'000 £'000 £'000 £'000 £'000 £'000 €000

Cost
At 27 June 2014 3,152 9,589 40,137 4,945 6,365 63 64,251
Additions 26 1,404 239 4,879 435 7 6,990
Disposals - (3,597) (2.922) - (861) (14) {7,394)
Assets brought into use - 82 6,604 (6.705) 19 . -
Transtatton differences {286) (3) {57) {10) {73) (2) {431)
At 3 July 2015 2,892 7475 44,001 3,100 5,085 54 63,416
Accumulated
depreciation
At 27 June 2014 671 7,981 20,321 - 5,259 17 34,249
Charge tor the penod 100 816 5,396 - 369 16 6,697
Disposals - (3.597) {2,871) - (862) {7 (7.337)
Translation diffarences (66) (4) (72) - {42) - {184)
At 3 July 2015 705 5,196 22,774 - 4,724 26 33,425
Net book value
At 3 July 2015 2,187 2,279 21,227 3,109 1,161 28 29,901
At 27 June 2014 2,481 1,608 19,816 4,945 1,106 46 30,002

The value of land included within freehold properties s not deprectated

The company has no tangible fixed assets

15 Investments

Provision for Joint

venture deficit

Group £'000
At 27 Jure 2014 (866)
Share of loss (225)
Foreign exchange gain/(loss) (28)
At 3 July 2015 (1,119)
Shares In subsidiarles

Company £'000
Cost and net book value at 27 June 2014 2,728
Disposal of investment -
Impairment of Investment (25)
Net book value at 3 July 2015 2,703
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Notes to the financial statements for the period ended
3 July 2015 (continued)

15 Investments (continued)

The directors believe that the carrying vaiue of investments 1s supported by their underlying assets

and/or future cash flows

Details of all substidiary undertakings are as follows

Country of

incorporation or  Class of Proportion Nature of
Subsidiary registration holding held business
Direct Wines Limited England & Wales Ordinary 100% Sale of wine
Averys of Bristol Limtted England & Wales Crdinary 100% Sale of wine
Direct Wines Finance Limited England & Wales COrdmary 100% Financing company
Direct Wines nternational Limited England & Wales Qrdinary 100% Holding company
DW USA Holdings Inc UsA Ordinary 100%" Holding company
SLJ Group Inc USA Ordinary 100%" Sale of wine
Archway Partnerships Inc UsSA Ordinary 100%" Wine marketing
Elﬁ‘e;;dWmes Australia Holdings Pty Australia Ordinary 100%"* Holding company
St Andrews Vineyard Pty Limited Austraha Ordinary 100%" Production of wine
Handcrafted Wines Limited Australia Ordinary 100%" Production of wine
Wine People Pty Limited Australia Ordinary 100%" Saleof wine
Direct Wines Source Australia Pty Ltd Australia Ordinary 100%" Production of wine
Direct Wines France Holdings SARL France Ordinary 100%" Holding company
Le Chai au Qual SARL France Ordinary * 100%" Production of wine
Direct Wines {Castillon) SARL France Ordinary 100%" Produchon of wine
SCl de Colombe France Ordinary 100%" Production of wine
SCEA du domaine de Colombe France Ordinary 100%" Production of wine
SCEA du domaine du Bois France Ordinary 100%* Production of wine
Direct Wines Cyprus Limrted Cyprus Ordinary 100%* Holding Company
E@::tger:pe Businesses Services Private India Ordinary 100%* IT Services
Direct Wines Europe Limited England & Wales Ordinary 100%" Holding Company
Lathwartes AG Switzerland Ordinary 100%* Sale of wine
Lathwaites GmbH Germany Ordinary 100%"* Sale of wine
Direct Wines Sp zoo Poland Ordinary 100%" Sale of wine
Bordeaux Direct Limited England & Wales Ordinary 100%* Dormant
Direct Wines (Windsor) Limited England & Wales Ordinary 100%* Dormant
Lathwaites Limited England & Wales Ordinary 100%" Dormant
Lathwartes Wine Limited England & Wales Ordinary 100%" Dormant

* held indirectly
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3 July 2015 (continued)

15 Investments (continued)

The company alsa has an investment in the following joint venture

incorporation or Class of Proportion  Nature of
Undertaking registration holding held business
Wine Society of India Private Limitad Ordinary 33 3%" Sale of wine
* held indirectly
16 Stock
Restated
3 July 2015 27 June 2014
Group £'000 £'000
Raw materials and consumables 394 398
Work In progress 3,126 1,707
Finished goods and goods for resale 26,447 31,149
29,967 33,254

The stock balance has been restated following the change in revenue recognition policy for En

Primeur sales (Note 1)

The company holds no stock (2014 £nil)

17 Debtors

Group Company
3 July 27 June 3 July 27 June
2015 2014 2015 2014
Amounts talling due within one year £'000 £'000 £000 £'000
Trade debtors 9,128 9,459 - -
Other debtors 696 608 - -
Prepayments and accrued income 2,416 2,756 - -
12,240 12,823 - -

Group Company
3 July 27 June JJduly 27 June
2015 2014 2015 2014

Amounts falling due after more than one year

£000 £'000 £'000 £'000

Amounts owed by subsidiary undertakings
Deferred tax asset (note 23)

- - 9,470 11,253

9 52

9 52 9470 11,253

18 Cash at bank and in hand

Included in Group Cash at bank and in hand i1s nil (2014 £nil) relating to advance payments received

{rom customers

The company holds cash of £200,000 (2014 £200,039)
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Notes to the financial statements for the period ended
3 July 2015 (continued)

19 Creditors: amounts falling due within one year

Group Company
Restated

3July2015 27 June 2014 3 July 2015 27 June 2014
£'000 £'000 £000 £000
Bank loans and overdrafts 22,802 2,334 - -
Trade creditors 23,763 31,037 - -
Amounts owed to group undertakings - - - -
Corporation tax 488 1,585 - -
Cther taxation and social security 4,328 5,431 - -
Other creditors 1,592 1,091 - -
Accruals and deferred income 16,191 15,084 - -
69,164 56,562 - -

The group operates a "pooling” arrangement for treasury management. The overdraft positions
detalled above as at 3 July 2015 were covered in full by cash deposits held by other group
companies

The creditors balance has been restated following the change in revenue recognition policy for En
Prmeur sales (Note 1)

20 Creditors: amounts falling due after more than one year

Group
3 July 2015 27 June 2014
£'000 £'000
Bank loans and overdrafts — (note 21) - 12,500

- 12,500

21 Loans and other borrowings

Group

. 3 July 2015 27 June 2014
Loana £'000 £'000
Bank revolving credit facility - 12,500

12,500

3 July 2015 27 June 2014
Maturity of loans and other berrowings £'000 £'000

In one year or less - -
In more than one year, but not more than two years - -
In more than twa years, but not more than five years - 12,500
12,500




Direct Wines Holdings Limited 26

Notes to the financial statements for the period ended
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22 Provisions for liabilities

Deferred tax provision

(note 23)

£'600

At 27 June 2014 1,426
Charged to the profit and loss account 1,130
At 3 July 2015 2,556

23 Deferred taxation

Deferred taxation recognised in the financial statements and the amount not recognised of the total
potential assets are as follows

Group Recognised Not recognised
3.July 2015 27 June 2014 3 July 2015 27 June 2014
£'000 £'000 £'000 £'000
Accelerated capttal allowances (3,282) {2,578) - -
Other timing differences 476 735 - -
Losses 259 469 3,024 5,570
Deferred tax provision (2,547) {1,374) 3,024 5,570

Movement in period
Net deferred tax (hability) at the

beginning of the penod (1,374) (269)
Charged to the profit and loss

account {1,148} (369)
Disposal of Virgin Wine - (713)
Foreign exchange difference {27} (23)
Net deferred tax habilty atthe end

of the penod {2,547) {1,374)
Compnsing

Deferred tax asset (note 17)  * 9 52
Deferred tax hiability (note 22) (2,556) (1,426)
Nat deferred 1ax liability (2,547) (1,374)

The unrecognised deferred tax asset would be recogmsed in the event that its recovery was
considered to be more hkely than not

T'ax losses in Lathwattes GmbH, Lathwaines AG and Drect Wines Poland sp Zoo, which are
entering liquidation, are excluded from deferred tax assets not recognised in penod ending 3 July
2015




Direct Wines Holdings Limited

27

Notes to the financial statements for the period ended
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24 Called up share capital

3July2015 27 June 2014
Group and company £'000 £000
Authorised
1,000,000 (2014 1,000,000} ordinary shares of £1 each 1,000 1,000
Allotted and fully paid
50,600,(2014 50,600) ordinary shares of £1 each 51 51
25 Profit and loss account
Restated
Group Company
£000 £'000
At 27 June 2014 — as previously reported 48,593 14,130
Pror year adjustment — revenue recognition (note 1) (422) -
At 27 June 2014 - as restated 48,171 14,130
Profit for the financial period 3,484 (25)
Currency transiation differences on foreign currency net
Investments 2,254 -
Dwvidends paid (note 12) (1,783) (1,783)
At 3 July 2015 52,1286 12,322

As permitted by Section 408 of the Comparnies Act 2006 the parent company's profit and loss account

has not been included in these financial statements

26 Reconciliation of movements in shareholders’ funds

Group Company
Restated
3 July 2015 27 June 2014 3July2015 27 June 2014
£'000 £000 £000 £'000

Profit for the financial period 3,484 7,756 (25) 12,075
Diwvidends paid (1,783) (3,607) {1,783) (3.607)
Currency translation differences on
foreign currency net investments 2,254 (4,480) - -
Net addition/{reduction) to
shareholders’ funds 3,955 {331) {1,808) 8,468
Opening shareholders’ funds 48,222 48,553 14,181 5,713
Closing shareholders’ funds 52,177 48,222 12,373 14,181
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27 Cashflow

. Restated
Year ended Year ended
a) Reconciliation of operating profit to net cash inflow from 3 July 2015 27 June 2014
operating activities £000 £000
Operating profit 7,078 2,820
Depreciation charges 6,697 6,038
Amortisation and impairment of goodwill and other intangible assets 2,367 1,103
Share of loss In joint venture 74 163
Profit on sale of fixed assets 5 2
Decrease in stocks 3,591 2,874
Decrease/(Increase) in debtors 1,905 (196)
Increase/(decrease) In creditors {7.616) 1,309
Net cash inflow from operating aclivities 14,101 14,113
Year ended Year ended
3July 2015 27 June 2014
b) Gross cash flows £'000 _£'000
Returns on investments and servicing In finance:
Interest received 53 47
Interest paid (280) {433)
{227) {386)
Capital disposals and expenditure
Sale of fixed assets 52 59
Purchase of tangible fixed assets (7,008) (7.258)
~ (6,955) (7.199)
Acquisitions and disposals
Receipts from sale of subsidiary undertakings - 14,065
Cash at bank and in hand transterred on sale - {2,822)
Other payments made 1n relation to sale of subsidiary undertakings - (368)
- 10,875
Financing
Repayment of borrowings (12,500) {(3,400)
(12,500) (3,400)
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27 Cash flow (continued)

c) Analysis of changes in net funds

Translation
At 28 June 2014 Cash flow diference At3 July 2015
£'000 £'000 £'000 £'000
Cash in hand and at bank 26,409 9,802 568 36,779
Bank overdraft (2,334) (20,468) - {22,802)
Loans {12,500) 12,500 - -
Total 11,575 1,834 568 13,977

28 Contingent liabilities

The group has given indemnities to its bankers in respect of duty deferment guaraniees made by the
bank on behalf of the graup At 3 July 2015 these amounted to £0.6m {2014 £ 0 6m)

The group has given indemnities to its bankers in respect of guarantees made by the bank on behalf of
the group At 3 July 2015 these amounted to £120,639 (2014 £189,125)

The bank overdrafts and loan of the UK group undertakings are secured by cross guarantees between
the UK group companies At 3 July 2015 the potental hability of the company was £23,588,043 (2014
£2,125,624) Included in this amount 1s HSBC's Global Liquichity Solution, a cross-border, cross-currency
cash pooling facility of £17,733,477 {2014 nil)

29 Financial commitments

At 3 July 2015 the group had annual commitrnents undsr non-cancellable operating leases as follows

Land and Land and
buildings Other buildings Other
3 July 2015 3Jduly 2015 27 June 2014 27 June 2014
£'000 £'000 £'000 £'000
Expiring within one year 62 186 1,004 108

Expiring in more than one year, but

less than five years 580 - 372 -
Expiring after five years 2,006 - 1,526 -
2,648 186 2902 108

At the balance sheel date the group was committed to the following currency purchases under forward
contract agreements {denominated in the respective foreign currency) Australian Dollars 9 6m, Euros
44 5m, New Zealand Dollars 1 8m

At the balance sheet date the group was commiited to the sale of the following currencies under forward
contract agreemenis {denominated in the respective foreign currency) United States Dollars 18 3m
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30 Pension commitments

The group companies operate defined contribution pension schemes whose assets are held separately
from those of the companies in mdependently administered funds The pension cost charge represents
contributions payable by the group and amounted to £1,061.000 (2014 £880,000) There were unpaid
contributions at the period end of £129,000 (2014 £75,000)

31 Ultimate controlling party

The directors regard the Lathwarte family as the ultmate controlling party of the company by virtue of
therr interest In the share capital of the company




