Registrabion number 07475530

Cathay Investments 2 Limited

Directors' Report, Strategic Report and Audited Consolidated Financial Statements

for the Year Ended 31 December 2015

Powrent GO~ oy qe.:clg
gottort Beas X o Fr
Oy 1433838

“Bg33

*ASGMNQAI"
A19

30/09/2016 #660
COMPANIES HOUSE

FRIDAY




Cathay Investments 2 Limited

Contents

Company Information

Strategic Report

Directors' Report

Independent Auditor's Report

Consolidated Income Statement
Consolidated Statement of Comprehensive Income
Consolidated Statement of Financial Position
Statement of Financial Positton

Consolidated Statement of Changes in Equity
Statement of Changes in Equity
Consolidated Statement of Cash Flows
Statement of Cash Flows

Notes to the Financial Statements

2to3

4106

708

9

10

11

12

13

14

15

16

17to 48



Cathay Investments 2 Limited

Company Information

Directors B Chaing
K Johnson
D Nicholas
G M Thwaites

Registered office A2 Yeoman Gate
Yeoman Way
Worthing
West Sussex
BN13 3QZ

Independent auditor Grant Thomton UK LLP
Grant Thornton House
Melton Street
Euston Square
Euston
London
NW1 2EP




Cathay Investments 2 Limited

Strategic Report for the Year Ended 31 December 2015

The directors present their strategic report for the year ended 31 December 2015

Fair review of the business

The group made two acquisitions in the year The largest acquisition, Amethyst Group Limited ("Amethyst™), 1s a third
party logistics provider of warehousing services Amethyst was acquired to bnng m house warehousing expertise to the
group to improve the efficiency of distmbution services in other group companies and to offer a wider range of
distnbution knowledge and expertise

The group also acquired Wilhams of Swansea Limited ("Willams"} Williams 1s a specialist distnbutor of toys and
stationery and was acquired to complement our existing business i this area, Perkins Group Services Limited
("Perkins™) The acquisition has allowed us to offer a wider range of products to customers of both companies

A new company, Cathay Investments 2 Properties Limited, was incorporated in the year to take ownership of the
trading sites operated by Perkins to allow for greater flexibility in Perkins operational actwvibes

The group will look for strategic acquisitions to further strengthen its position in each of the sectors in which it
operates

The directors are happy with the performance of the business in the period A focus on creating efficiencies together
with an excellent Christmas trading peniod generated a significant improvement in profitability in Amethyst The
businesses of Perkins and Williams have been merged since the year end and we hope this will facilitate similar
operational improvements

The group made a profit before tax for the penod of £7,465,056 (Year ended 31 December 2014 loss £143,812) The
statement of financial position shows total assets of £23,896,133 (As at 31 December 2014 £3,597,628), total habilities
of £16,458,931 (As at 31 December 2014 £3,720,273) and net assets of £7,437,202 (As at 31 December 2014 net
habilibes £122,645)

The group’s key financial and other performance indicators dunng the year were as follows

Unit 2015 2014
EBITDA [1] £ 8,964,161 00 (119,085 00}
Cash generated from operations £ 1,349,141 00 (520,310 00}

All key perfarmance indicators have been calculated on the group's continuing businesses
[1] - EBITDA = Earnings before interest, tax, depreciation and amortisation

The improvement in the KPI's has been dnven by the acquisitions in the year and EBITDA includes £5,680,662 of
negative goodwill released to income
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Cathay Investments 2 Limited

Strategic Report for the Year Ended 31 December 2015

Principal risks and uncertainties

The performance of the group 15 to some extent determined by the sales performance of the cients of Amethyst The
range of markets covered by its clients and the quality of those clients helps to mitigate this nsk, providing
diversification and trading stabiity The loss of key customer relationships 15 a key nsk identified by the directors

The group imports products from overseas for sale in the UK and the situation post Brexat 1s being monitored closely by
the directors

The company's overall nsk management programme focuses on the unpredictability of the marketplace and seeks to

minimise potential adverse effects on the company's financal performance Risk management (s carried out by the
operating dmvisions under policies approved by the board of directors

Approved by the Board on 29 September 2016 and signed on its behalf by

B Chain ’ T
Director
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Cathay Investments 2 Limited

Directors’ Report for the Year Ended 31 December 2015

The directors present their report and the consolidated financial statements for the year ended 31 December 2015

Directors' of the group
The directors, who held office duning the year, were as follows

B Chaing

K Johnson

The following directors were appointed after the year end
D Nicholas (appointed 26 Apnl 2016)

G M Thwaites (appointed 1 May 2016}

Principal activities
The pnincipat activity of the company is that of a holding company

The principal activities of the group are the
- import and distnbution of toys, costumes, stationery and seasonal products, and
- warehousing and logistics services

Dividends
The directors recommend that no dvidend be pad

Financial instruments

Price risk, credit risk, hquidity risk and cash flow risk

The group’s operations expose It to a vanety of financal risks including the effects of changes in interest rates on debt,
credit nsk and hquidity nsk

The group does not have any material exposures in any of these areas and, consequently does not use dervative
instruments to manage these exposures The group's pnncipal financial instruments compnse bank loans, preference
shares, sterling cash and bank deposits, together with trade debtors and trade creditors that anse directly from its
operations

The main nisks arising from the group's financial instruments can be analysed as follows

Pnice nisk
The group Is not exposed to equity secunities price risk or commodities price risk

Foreign currency nsk
The group has no significant foreign currency nisk as the majonity of the group's transactions are carned out in sterling

Credit nsk
The group has no significant concentrations of customer credit nsk It has policies in place to ensure that sales of
products and services are made to credit approved customers

Liquidity risk
The group 15 funded by shareholder's funds, directors loans and bank debt

Cashflow interest rate nsk

Group policy 1s to obtain short term borrowing on fixed rates when required All current borrowings are on vanable
rates
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Cathay Investments 2 Limited

Directors' Report for the Year Ended 31 December 2015

Employment of disabled persons

The directors have maintained the group's established policy of giving full and fair consideration to apphcations for
employment from disabled persons, and to continue the employment and training of employees who become disabled
during their employment with the group

Employee involverment

Mamntaining the quahty and commitment of employees 1s an important factor for the continued success of the group
Employees' performance s aligned to the group's objectives through an annual review process that 1s carned out with
all employees

Environmental matters

The group's policy with regard to the environment 1s to understand and manage the actual and potential impact of
activities  All legal requirements that are relevant to the group's businesses are complied with The group has not
incurred any fines or penalties or been investigated for any breach of environmental regufations during the peniod
under review

Future developments
The directors are not aware of any likely major changes in the group's activities in the next year, and there have been
no events since the year end affecting the group that require disclosure in the financial statements

Going concern

The finanaal statements have been prepared on a going concern basis as there 1s reasonable expectation that the
group and the company has access to adeguate funding sources to continue I operational existence for the
foreseeable future

Statement of directors' responsibilities
The directors are responsible for prepanng the Strategic Report and Directors' Report and the financial statements in
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors
have elected to prepare the financial statements tn accordance with International Financial Reporting Standards (IFRSs)
as adopted by the European Union Under company law the directors must not approve the financial statements unless
they are satisfied that they give a true and fair view of the state of affairs of the group and the company and of the
profit or loss of the group and the company for that pertod In preparnng these financial statements, the directors are
required to

« select suitable accounting policies and apply them consistently,
« make Judgements and accounting estmates that are reasonable and prudent,

+ state whether applicable International Financial Reporting Standards {(IFRSs} as adopted by the European Union
have been followed, subject to any matenal departures disciosed and explained in the financial statements, and

« prepare the financial statements on the going concern basis unless it 1s inappropriate to prasume that the group
and the company will contznue 1n business

The directors are responsible for keeping adequate accounting records that are sufficlent to show and explain the
group's and the company's transactions and disclose with reasonable accuracy at any time the financial position of the
group and the company and enable them to ensure that the financial statements comply with the Compantes Act 2006

They are also responsible for safeguarding the assets of the group and the company and hence for taking reasonable
steps for the prevention and detection of fraud and other irregulanties
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Cathay Investments 2 Limited

Directors' Report for the Year Ended 31 December 2015

Disclosure of information to the auditor

Each director has taken steps that they ought to have taken as a director in order to make themselves aware of any
relevant audit information and to establish that the group’s and the company’s auditor 1s aware of that information The
directors confirm that there 15 no relevant information that they know of and of which they know the auditor 1s unaware
of

Approved by the Board on 29 September 2016 and signed on its behalf by

B Chaing
Director
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° GrantThornton

Independent auditor's report to the members of Cathay
Investments 2 Limited

We have audited the financial statements of Cathay Investments 2 Lirited for the year ended 31 December
2015 which compnse the Consolidated mcome statement, the Consohdated statemenr of comprehensive
income, the Consolhidated and Parent company statements of financial position, the Consolidated and Parent
company statements of changes in equity, the Consolidated and Parent company statements of cash flow and
the related notes The financial reporting framework that has been applied in their preparation 1s applicable
law and International Financial Reportng Standards (IFRSs) as adopted by the European Union and, as
regards the parent company financial statements, as applied 1n accordance with the provisions of the
Compantes Act 2006

This report 15 made solely to the company's members, as a body, tn accordance with Chapter 3 of Part 16 of
the Compantes Act 2006 Our audit work has been undertaken so that we might state to the company's
members those matters we are required to state to them in an auditor’s report and for no other purpose To
the fullest extent permutted by law, we do not accept or assume responstbility to anyone other than

the company and the company's members as a body, for our audit work, for this report, or for the opiuons
we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors' Responsibilities Statement set out on page 5, the directors are
responstble for the preparaton of the financial statements and for being sausfied that they give a true and fatr
view Our responsibility 15 to audit and express an opinion on the financial statements 1n accordance with
applicable law and Intetnational Standards on Auditing (UK and Ireland) Those standards requure us to
comply with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements 15 provided on the Financial Reportung
Council's website at www frc org uk/auditscopeukprivate

Opinion on financial statements
In our opinion

. the financial statements give a true and fair view of the state of the group's and of the parent
company's affairs as at 31 December 2015 and of the group's profit for the year then ended,

. the group financial statements have been properly prepared in accordance with IFRSs as adopted by
the European Unton,

. the patent company financial statements have been properly prepared in accordance with IFRSs as
adopted by the European Union and as applied 1n accordance with the provisions of the Companies
Act 2000, and

. the financial statements have been prepared 1n accordance wath the requirements of the Companies
Acr 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the informaton given in the Strategic Report and Directors' Report for the financial year for
which the financial statements are prepared 1s consistent with the financial statements




o GrantThornton

Independent auditor's report to the members of Cathay
Investments 2 Limited (continued)

Matters on which we are required to report by exception
We have notlung to report in respect of the following matters where the Companies Act 2006 requires us to
report to you if, 1n our opinton

. adequate accounting records have not been kept by the parent company, ot returns adequate for our
audit have not been recewved from branches not visited by us, or

. the parent company financtal statements are not in agreement with the accounting records and
returtis, ot

. certain disclosures of directors' remuneration spectfied by law are not made, or

b we have not recetved all the mformation and explanations we require for cur audit

Cook e e LLP

Marc Summers

Sentor Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
London

Date 29 September 2016




Cathay Investments 2 Limited

Consolidated Income Statement for the Year Ended 31 December 2015

(As restated)
2015 2014
Note £ £
Revenue 5 38,985,743 4,174,039
Cost of sales (18,407,418} {2,842,136)
Gross profit 20,578,325 1,331,903
Distribution costs (4,611,965) (602,444)
Admimistrative expenses (14,064,337) (949,730)
Other operating income 6 5,680,662 81,352
Operating profit/(loss) 7 7,582,685 {138,919)
Firance income 43 -
Finance costs (117,672) (4,893)
Net finance cost 8 (117,629) {4,893)
Profit/{loss) before tax 7,465,056 (143,812)
Income tax receipt 11 94,791 9,167
Profit/(loss) for the year 7,559,847 (134,645)
Profit/(loss) attributable to:
Owners of the company 7,559,847 (134,645}

The above results were derived from continuing operations

The notes on pages 17 to 48 form an integral part of these financial statements
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Cathay Investments 2 Limited

Consolidated Statement of Comprehensive Income for the Year Ended 31

December 2015

Profit/(loss} for the year
Total comprehensive income for the year

Total comprehensive income attributable to:
Owners of the company

Page 10

(As restated)

2015 2014

£ £
7,559,847 {134,645)
7,559,847 (134,645)
7,559,847 {134,645)

The notes on pages 17 to 48 form an integral part of these financtal statements



Cathay Investments 2 Limited

(Registration number: 07475530)

Consolidated Statement of Financial Position as at 31 December 2015

Non-current assets
Property, plant and equipment
Intangible assets

Deferred tax assets

Current assets
Inventones

Trade and other recevables
Cash and cash equivalents

Total assets

Equity
Share capital
Retained earnings

Equity attributable to owners of the company

Non-current habilities
Loans and borrowings
Provisions

Deferred tax liabilities

Current liabilities
Trade and other payables
Leans and borrowings
Income tax hability

Total habihties

Total equity and habiliies

(As restated)

2015 2014

Note £ £
12 3,542,824 162,484
13 3,231,200 4,904
11 1,067,015 -
7,841,039 167,388
16 3,275,397 1,642,568
17 12,105,306 1,496,363
18 674,391 291,309
16,055,094 3,430,240
23,896,133 3,597,628
19 12,000 12,000

7,425,202 {(124,645)

7,437,202 (122,645)

21 3,478,165 1,873,162
24 1,485,000 -
11 589,651 20,718
5,552,816 1,893,880

25 7,223,178 1,309,617
21 3,659,621 511,467
23,316 5,309

10,906,115 1,826,393

16,458,931 3,720,273

23,896,133 3,697,628

Approved by the Board on 29 September 2016 and signed on its behalf by

e

B Chaing
Director

The notes on pages 17 to'48 form an integral part of these financial statements
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Cathay Investments 2 Limited

(Registration number: 07475530)
Statement of Financial Position as at 31 December 2015

(As restated)
2015 2014
Note £ £
Non-current assets
Investments 14 5,615,501 1,570,000
Current assets
Trade and other recewvables 17 758,961 454,431
Cash and cash equivalents 18 48,597 2,151
807,558 456,582
Total assets 6,423,059 2,026,582
Equity
Share capital 19 12,000 12,000
Retained earnings {290,674) (100,175)
Total equity (278,674) {88,175)
Non-current habilities
Loans and borrowings 21 1,863,300 1,863,300
Current liabilities
Trade and other payables 25 1,438,184 51,208
Loans and borrowings 21 3,400,249 200,249
4,838,433 251,457
Total habilibes 6,701,733 2,114,757
Total equity and habilities 6,423,059 2,026,582

Approved by the Board on 29 September 2016 and signed on its behalf by

U

B Chaing
Director

The notes on pages 17 to 48 form an integral part of these financial statements
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Cathay Investments 2 Limited

Consolidated Statement of Changes in Equity for the Year Ended 31

December 2015

At 1 January 2014
Loss for the year

Total comprehensive ncome
New share capital subscnbed

At 31 December 2014

At 1 January 2015
Profit for the year

Total comprehensive income

At 31 December 2015

Retained
earnings (as
Share capital restated) Total
£ £ £
10,000 - 10,000
- (134,645) (134,645)
- (134,645) (134,645)
2,000 - 2,000
12,000 (134,645) (122,645)
Retained
eamings (as
Share capital restated) Total
£ £ £
12,000 {134,645} {122,645)
- 7,559,847 7,559,847
- _ 7,559,847 7,559,847
12,000 7,425,202 7,437,202

The notes on pages 17 to 48 form an integral part of these financial statements
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Cathay Investments 2 Limited

Statement of Changes in Equity for the Year Ended 31 December 2015

At 1 January 2014
Loss for the year

Total comprehensive income
New share capital subscribed

At 31 December 2014

At 1 January 2015
Loss for the year

Total comprehensive income

At 31 December 2015

Retained
earnings (as
Share capital restated) Total
£ £ £
10,000 - 10,000
- (100,175) {100,175)
- {100,175) (100,175)
2,000 - 2,000
12,000 {100,175) (88,175)
Retained
earnings (as
Share capital restated) Total
£ £ £
12,000 {100,175) (88,175)
- (150,499) (190,499)
- (150,499) (150,499)
12,000 (290,674) {278,674)

The notes on pages 17 to 48 form an integral part of these financial statements
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Cathay Investments 2 Limited

Consolidated Statement of Cash Flows for the Year Ended 31 December

2015
{As restated)
2015 2014
Note £ £
Cash flows from operating activities
Profit/(loss) for the year 7,559,847 (134,645)
Adjustments o cash flows from non-cash items
Depreciation and amortisation 7 1,381,476 19,834
Loss on dispesal of property, plant and equipment 4,538 24,308
Finance income 8 (43) -
Finance costs 8 117,672 4,893
Release of negative goodwill to mecome 15 (5,680,662) (81,352)
Income tax expense/(receipt) 11 {94,791) {9,167)
3,288,037 {176,129)
Working capital adjustments
Decrease in inventones 16 172,127 364,628
Increase in trade and other receivables 17 (4,572,767) (224,891)
Increasef(decrease) in trade and other payables 25 2,330,744 (394,730)
Increasef(decrease) in provisions 24 131,000 (89,188)
Cash generated from operatrons 1,349,141 (520,310)
Income taxes paid 11 (7,866) -
Net cash flow from operating actvities 1,341,275 (520,310)
Cash flows from investing activities
Interest received 8 43 -
Acquisitions of property, plant and equipment 12 (2,067,522) (199)
Proceeds from sale of property, plant and equipment 6,306 (17,936)
Acquisition of investments in subsidiary undertakings 15 (3,532,505} (1,360,156)
Net cash flows from investing activities (5,593,678} (1,378,291)
Cash flows from financing activities
Interest paid 8 (117,672) (4,893)
Value of new loans obtained dunng the year 1,863,864 300,000
Repayment of loans and borrowings {300,000) (164,264)
Issue of shares - 1,865,300
Repayment of capital element of finance leases and HP contracts (10,707} (6,482)
Proceeds from other borrowing drawdowns 3,200,000 200,249
Net cash flows from financing activities 4,635,485 2,189,910
Net increase in cash and cash equivalents 383,082 291,309
Cash and cash equivalents at 1 January 291,309 -
Cash and cash eguivalents at 31 December 674,391 291,309

The notes on pages 17 to 48 form an integral part of these financial statements
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Cathay Investments 2 Limited

Statement of Cash Flows for the Year Ended 31 December 2015

(As restated)
2015 2014
Note £ £
Cash flows from operating activities
Loss for the year {190,499) (100,175}
Adjustments to cash flows from non-cash items
Finance income 8 (43) -
(190,542) (100,175)
Working capital adjustments
Increase in trade and other receivables 17 (304,530) (444,431)
Increase in trade and other payables 25 1,386,976 51,208
Net cash flow from gperating activities 891,904 (493,398)
Cash flows from investing activities
Interest received 8 43 -
Acquisttion of subsidianes 14 {4,045,501) {1,570,000)
Net cash flows from investing achvities (4,045,458) {1,570,000)
Cash flows from financing activities
Proceeds from issue of ordinary shares, net of 1ssue costs - 1,865,300
Proceeds from cother borrowing draw downs 3,200,000 200,249
Net cash flows from financing activities 3,200,000 2,065,549
Net increase in cash and cash equivalents 46,446 2,151
Cash and cash equivalents at 1 January 2,151 -
Cash and cash equivalents at 31 December 48,597 2,151

The notes on pages 17 to 48 form an integral part of these financial statements
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Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2015

1 General information
The company 1s a private company limited by share capital incorporated and domiciled in England and Wales

The nature of the group's and the company's operations and its principal activities are set out n the Strategic Report and the
Directors’ Report

The address of its registered office 15
AZ Yeoman Gate

Yeoman Way

Worthing

West Sussex

BN13 3QZ

The principal place of business 1s
Office 37

Atrport House

Purley Way

Croydon

CRO 0XZ

2 Accounting policies

Statement of compliance

The group and company financial statements have been prepared in accordance with International Financial Reporting
Standards and its interpretations adopted by the EU (IFRSs} They are consistent with the IFRSs as ssued by the
Internabional Accounting Standards Board and International Financial Reporting Interpretations Committee {IFRIC)
interpretations 1ssued and effective at the time of prepaning these financial statements and are in accordance with the
Compantes Act 2006

The group and company transitioned from UK GAAP to IFRS as adopted by the EU as at 1 January 2014 An explanation
of how transition to IFRS as adopted by the EU has affected the reported finanaal pesition and financial performance is
given in the notes

Summary of significant accounting policies and key accounting estimates

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

Basis of preparation

The financial statements have been prepared 1n accordance with adopted IFRSs and under histonical cost accounting
rules.

The preparation of financral statements in conformity with IFRSs requires managerment to make judgements, estimates
and assumptions that affect the apphcatton of policies and reported amounts of assets and labilities, income and
expenses The estimates and associated assumptions are based on historical experience and various other factors that
are beheved to be reasonable under the crcumstances Actual results may differ from these estmates

The estimates and underlying assumptions are reviewed on an ongong basis Revisions to accounting estimates are
recognised in the period in which the esbmate 1s revised If the revision affects only that period or in the period of the
revision and future peniods If the revision affects both current and future penads

These financial statements are presented in pounds sterling because that 1s the currency of the primary economic
environment in which the group operates



Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2015

2 Accounting policies (continued)

Going concern
The financial staterments have been prepared on a going concern basis as the directors have a reasonable expectation
that the group and company will continue In operational existence for the foreseeable future

Basis of consolidation
The group financial statements consoldate the financial statements of the company and its subsidtary undertakings
drawn up to 31 December 2015

No income statement 1s presented for the company as permitted by section 408 of the Companes Act 2006 The
company made a loss after tax for the financial year of £190,499 (2014 - loss of £100,175 as restated)

A subsichary 1s an entity controlled by the company Control 1s achieved where the company has the power to govern
the financial and operating policies of an entity so as to obtain benefits from its activibes

The results of subsidianes acquired or disposed of duning the year are included in the statement of comprehensive
income from the effective date of acquisitien or up to the effective date of disposal, as appropriate Where necessary,
adjustments are made to the financial statements of subsidiaries to bring their accounting policies into kne with those
used by the group

Inter-company transactions, balances and unrealised gains on transactions between the company and its subsidiaries,
which are related parties, are ehminated in full on consclidation

Intra-group losses are also eliminated but may indicate an impairment that requires recognition i the consolidated
financial statements

Accounting policies of subsidianes have been changed where necessary to ensure consistency with the policies adopted
by the group

Revenue recognition

Revenue compnses the fair value of the consideration received or receivable for the sale of goods and provision of
services In the ordinary course of the group’s activities Revenue 1s shown net of sales/value added tax, returns, rebates
and discounts and after ebminating sales within the group

The group recognises revenue when

The amount of revenue can be reliably measured,

it 1s probable that future economic benefits will flow to the entity,
and specific cntena have been met for each of the group actvities

Revenue from the sale of goods (s recognised when the significant risks and rewards of ownership of the goods has
transferred to the buyer Thus i1s usually at the point that the customer has signed for the delivery of the goods

Revenue from the rendenng of services 1s recognised i accordance with the terms of client contracts Recognition 1s
following provision of the service or at the point that goods are dispatched, depending on the terms of the contract

Foreign currency transactions and balances

In preparing the financial statements, transactions in foreign currencies are recogrised at the rates of exchange
prevaiing on the dates of the transactions At the end of the reporting perniod, monetary assets and liabiliies that are
denominated in forewgn currencies are retranslated at the rates prevailing at that date Exchange differences are
recognised in profit or tess (n the penod in which they anse

All other exchange differences are recognised in the statement of comprehensive income in the penod in which they are
incurred
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Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2015

2 Accounting policies (continued)

Tax

The tax expense for the period compnises current and deferred tax Tax 1s recognised in profit or loss, except that a
charge attnbutable to an item of iIncome or expense recognised as other comprehensive income 15 also recognised
directly in other comprehensive income

The tax currently payable 1s based on the taxable profit for the period Taxable profit differs from profit before tax as
reported in the statement of comprehensive income because it excludes items of income or expense that are taxable or
deductible in other periods and items that are never taxable or deductible The group's and company's corporation tax
labiity for current tax 1s calculated using tax rates that have been enacted or substantively enacted by the end the
reporting period

Deferred tax is tax expected to be payable or recoverable on differences between the carrying amounts of assets and
habilities 1n the financial statements and the corresponding tax bases used in the computation of taxable profit, and 1s
accounted for using the balance sheet liability method Deferred tax habiities are generally recogrised for all taxable
temporary differences and deferred tax assets are recognised to the extent that it s probable that such taxable profits
will be avallable, against which deductible temporary differences can be utilised Such assets and liabilities are not
recogrised If the temporary differences anse from the iniial recognition of goodwill or from the inibal recognition of
other assets and liabilities tn a transaction that affects neither the taxable profits nor the accounting profit

The carrying amounts of deferred tax assets are reviewed at each balance sheet date and reduced to the extent that it
15 no longer probable that sufficient taxable profits will be avarlable to aliow all or part of the assets to be recovered

Defarred tax 1s calculated at the tax rates that are expected to apply in the period when the lability 15 settled or the
asset 15 realised Deferred tax is charged or credited in the statement of comprehensive income, except when it relates
to items charged or credited directly to equity, in which case deferred tax is also dealt with in equity

Property, plant and equipment

Property, plant and equipment 1s stated at cost less accumulated depreciation and any recognised impairment loss The
group recognises the carrying amount of property, plant and equipment, and the subsequent costs of replacing part of
such tems when there 1s an indication of future economic benefit All other costs are recogrised in the statement of
comprehensive income as an expense as they are incurred

The gan or loss arising on the disposal or retirement of an asset 1s determined as the difference between the sales
proceeds and the carrying amount of the asset and 1s recognised in the statement of comprehensive income

Depreciation
Property, plant and equipment i1s not depreciated unti! it 1s brought into use

Depreciation I1s charged so as to write off the cost of assets, other than land and properties under constructton, over
their estimated useful lives, as follows

Asset class Depreciation method and rate
Freehold buildings 2% per annum straight line
10% per annum straight hne and shorter of
Leasehold buildings lease ife and 15 years per annum straight
line
Between 3 and 15 years per annum straight

Plant and equipment line

10-25% per annum straight ine and 20-25%
per annum reducing balance

Motor vehicles 25% per annum reducing balance

Fixtures and fithings



Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2015

2 Accounting policies {continued)

Business combinations

The purchase method of accounting 1s used to account for business combinations that result in the acquisibion of
subsidianies by the group The cost of a business combination 1s measured as the farr value of the assets given, equity
instruments 1ssued and habilities incurred or assumed at the date of exchange Identifiable assets acquired, habilities
and contingent habiities assumed m a business combination are measured ibially at therr far values at the acquisition
date Any excess of the cost of the business combination over the acquirer’s interest in the net fair value of the
dentifiable assets, liabilities and contingent liabilities recogrised 1s recorded as goodwill If, after reassessment, the
group's interest in the net fair value of the acquiree’s identifiable assets, habtities and contingent hiabilities exceeds the
cost of the business combination, the excess 1s recognised immedately tn profit or loss

Goodwill
Goodwill compnises goodwill arsing on consolidation and goodwill ansing on acquisition

Goodwill ansing on conschdation represents the excess of the cost of acquisition over the group's interest in the far
value of the identifiable assets and liabilibies or a subsidiary at the date of acquisition Goodwill 1s 1Inibally recognised as
an asset at cost and 1s subsequently measured at cost less any accumulated impasrment losses Goodwill which i1s
recognised as an asset 1s reviewed for impairment at least annually Any impairment 1s recognised immediately in profit
and loss and 1s not subsequently reversed

For the purposes of impairment testing, goodwill is allocated to units of the business from which independent cash
flows can largely be attnbuted ("cash-generating units”) Cash-generating units to which goodwill has been allocated
are tested for impairment annually, or more frequently where there 1s an indicabon that the unit may be impaired If
the recoverable amount of the cash-generating unit is less than the carrying amount of the unit, the impairment loss 1s
allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to the other assets of the
unit pro-rata on the basis of the carrying amount of each asset in the unit

On disposal of a cash-generating unit the attnbutable amount of goodwaill 1s included 1n the determination of the profit
or loss on disposal

Intangible assets
Intangible assets are stated at cost less accumulated depreciabion and any recognised impairment loss

Customer-related intangible assets acquired 1n a business combination are recogrised at fair value at the acquisition
date

Amortisation
Goodwill 1s not subject to amortisaton but s tested for impairment

Amortisation 15 provided on intangible assets so as to write off the cost, less any estimated residual value, over ther
expected usefil economic life as follows

Asset class Amortisation method and rate
Contractual customer relationships 25% per annum straight line
Investments

Investments in equity shares which are not publicly traded and where fair value cannot be measured reliably are
measured at cost less impairment

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and call deposits, and other short-term highly liquid investments that
are readily convertible to a known amount of cash and are subject to an insignificant nsk of changes in value This
definitron 15 also used for the statement of cash flows
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2 Accounting policies (continued) |

Trade and other receivables |
Trade and other receivables are recognised initially at the transaction price They are subsequently measured at
amortised cost using the effective interest method, less provision for impairment A prowvision for the impairment of
trade recevables i1s established when there 15 objective evidence that the group will not be able to collect all amounts
due according to the onginal terms of the receivables The amount of the prowision 1s the difference between the
asset’s carrying amount and the present value of estimated future cash flows, discounted at the effechve interest rate
The amount of the provision 1s recognised in the statement of comprehensive income

Inventories
Inventones are stated at the lower of cost and net realisable value Cost I1s determined using the first~in, first-out (FIFO)
method

Cost includes all directly attnbutable expenditure necessary to bring the stocks to their existing condition and location
An allowance 15 recorded for obsolescence

Trade and other payables

Trade and other payables are recognised imtially at the transaction price and subsequently measured at amortised cost
using the effective interest method

Borrowings

All barrowings are imitially recorded at the amount of proceeds receved, net of transaction costs Borrowings are

subsequently carned at amortised cost, with the difference between the proceeds, net of transaction costs, and the

amount due on redemption being recognised as a charge to the statement of comprehensive income over the period of |
the relevant borrowing ‘

Interest expense Is recognised on the basis of the effective interest method and 1s included in finance costs

Borrowings are classified as current habilities unless the group has an unconditional right to defer setlement of the
hability for at least 12 months after the reporting date

Provisions

Provisions are recognised where a legal or constructive cbligation has been incurred which will probably lead to an
outflow of resources that can be reasonably estmated Provisions are recorded for the estimated utbmate hability that
1s expected to anse, taking into account the ttme value of money A contingent hability 1s disclosed where the existence
of the obligations will only be confirmed by future events, or where the amount of the obligation cannot be measured
with reasonable reliability

Leases

Leases in which substantially all the nsks and rewards of ownership are retained by the lessor are classified as
operating leases Payments made under operating leases are charged to profit or loss on a straight-line basis over the
period of the lease

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the nsks and rewards
of ownership to the lessee

Assets held under finance leases are recognised as non-current assets of the group at the lower of their fair value at
the date of commencement of the lease and the present value of the mimmum lease payments These assets are
depreciated on a straight-line basis over the shorter of the useful Iife of the asset and the lease term The
corresponding hability to the lessor is included in the statement of financial position as a finance lease obligation

Lease payments are apportioned between finance costs in the statement of comprehensive income and reduction of the
lease obligation so as to achieve a constant rate of interest on the remaining balance of the hability
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2 Accounting policies {continued)

Impairment of non-financial assets

At the end of each reporting pencd, the group reviews the carrying amount of its tangible and intangible assets to
determine whether there 1s any indication that those assets have suffered an impairment loss If any such indication
exists, the recoverable amount of the asset 1s estmated to determine the extent of the impairment loss {if any} Where
the asset does not generate cash flows that are independent from other assets, the group eshmates the recoverable
amount of the cash-generating unit to which the asset belongs

The recoverable amount 1s the higher of the fair value fess costs to sell and value In use In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset for which the estimates of future
cash flows have not been adjusted

If the recoverable amount of an asset 15 estmated to be less than its carrying amount, the carrying amount of the asset
15 reduced to its recoverable amount An impairment loss 1s recognised immediately in profit or loss, unless the relevant
asset 1s carred at a revalued amount, in which case the impairment loss 1s treated as a revaluatton decrease

Share capital

Ordinary shares are classified as equity Equity instruments are measured at the fair value of the cash or other
resources received or recevable, net of the direct costs of issuing the equity instruments If payment 1s deferred and
the time value of money 1s matenal, the initial measurement 1s on a present value basis

Redeemable preference shares have the characteristics of a lability and are recogrised in the statement of financial
position as a habilty, net of 1ssue costs

Defined contribution pension obligation
Payments to group defined contnbution retirement benefit schemes are charged as an expense as they fall due

Financial assets and liabilities

Classification

The group's and company's financial assets consist of trade and other receivables Trade and other recervables are
financial assets with fixed or determinable payments, none of which are quoted In an active market

The group's and company's financial hiabilities include loans and borrowings and trade and other payables
Recognition and measurement

The group's and company's financial assets are recognised imitally at cost, tncluding transaction costs, and
subsequently measured at amortised cost using the effective interest method, less provision for impairment

The group's and company's financial habilities are recognised intially at cost, including transaction costs, and
subsequently measured at amortised cost using the effective interest method

Impairment

Recevables are considered for impairment on a case-by-case basis when they are past due at the balance sheet date or
when objective evidence 1s receved that a specific counterparty will default
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3 Adoption of new and revised standards

New standards, interpretations and amendments effective
During the financizl year, there were no new IFRSs or IFRIC interpretations that were effective for the first bme that
would be expected to have a matenal impact on the group and the company

The following pronouncements have been adopted n the year and either had no impact on the financial statements or
resulted in changes to presentation and disclosure only

IAS 19 (amendments} 'Defined Benefit Plans Employee Contributions’, effective 1 July 2014
Annual Improvements (2011-2013), effective 1 July 2014

Annual Improvements (2010-2012), effective 1 July 2014

New standards, interpretations and amendments not yet effective

At the date of authorisation of these financial statements, the following standards and interpretations relevant to the
group and the company, which have not been applied in these financial statements, were in 1ssue but not yet effective
In some cases these standards and guidance had not been endorsed by the European Union

IAS 1 (amendments) 'Disclosure Initative', effective 1 January 2016

IAS 16 and IAS 38 (amendments) 'Clanfication of Acceptable Methods of Depreciation and Amortisation', effective 1
January 2016

Annual Improvements (2012-2014), effective 1 January 2016

IAS 12 (amendments) 'Recognition of Deferred Tax Assets for Unrealised Losses', effective 1 January 2017

IAS 7 (amendments) 'Disclosure Inbative', effective 1 January 2017

IFRS 9 'Financial instruments’ (2014), effective 1 January 2018

IFRS 15 'Revenue from contracts with customers', effective 1 January 2018

IFRS 16 'Leases’, effective 1 January 2019

Except for IFRS 16, the directors anticipate that the adoption of these standards and interpretations in future penods

will have no material impact en the financial statements of the group and the company The impact of IFRS 16 1s
currently being evaluated by the directors to determine the impact on the financial statements
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4 Critical accounting judgements and key sources of estimation uncertainty

In the process of applying the group's and company's accounting policies, the following judgements and key
assumptions concerming the future have had the most significant effect on the amounts recognised in the finanaal
statements

Deferred tax assets

A deferred tax asset i1s recognised only to the extent that it 1s probable that future taxable profits will be avalable
against which the asset can be utilised Significant assumphions are made in estimating the level of future profits,
including market conditions and growth rates. Changes in these assumptions could affect the recogmition of deferred
tax assets

Provisions

Provisicn 1s made for dilapidations due to be carred out on leased properties Prowvisions are recognised when
management are satisfied that an outflow of economic benefits 1s probable and a reliable estmate can be made of the
obligation The determmabion of the onerous lease and dilapidation provision requires significant judgement

In making this judgement, the group considers the hikelthood of being able to sublet the properties, the expected level
of rentals, expected future trading conditons, whether uneconomic sites will be closed and sublet, the diapidations
required under the terms of the lease, and the anticipated condition of properties at the end of the lease

Impairment of property, plant and equipment and intangible assets

The group tests goodwill, at least annually for impairment, and tests all other tangible and intangible assets when
indicators of impairment exist Impairment 1s determined with reference to the higher of net realisable value and value
in use Value in use 1s estimated using adjusted future cash flows from the cash-generating unit and a suitable discount
rate in order to calculate present value Significant other assumptions are made in estimating future cash flows about
future events, including future market conditons and future growth rates Changes in these assumptions could affect
the outcome of impairment reviews

Goodwill and intangible assets

The group establishes a reliable estimate of the useful life of goodwill and intangible assets ansing on business
combination This estimate 1s based on a vanety of factors such as the expected use of the acquired business, the
expected useful life of the cash generating units tc which any goodwill 1s attnbuted, any legal or regulatory provisions
that can mit useful life and assumptions that market participants would consider in respect of similar businesses

Inventory valuation

Inventones are stated at the lower of cost and net realisable value The determination of inventory provisions requires
significant Judgement In making this Jjudgement the group evaluates amongst other factors the age and physical
condition of inventory and 1ts expected saleability based on forecast demand for the preducts taking into account
expected trading conditions
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5 Revenue

The analysis of the group’s revenue for the year from continuing operations Is as follows

Sale of goods
Rendenng of services

Management currently identifies the group's two principal activitres as 1ts operating segments The analysis of the

group's revenue for the year by segment is as follows

Import and distnbution of toys, costumes, stationery and seasonal products
Warehousing and logistics services

6 Other operating income

The analysis of the group's other operating income for the year 1s as follows

Note
Negative goodwill 15

7 Operating profit/(loss)
Arrived at after charging/(crediting)

' Depreciabon expense
Amortisation expense
Foreign exchange gains
Loss on disposal of property, plant and equipment

2015 2014

£ £
14,253,602 4,174,039
24,732,141 -
38,985,743 4,174,039

2015 2014

£ £
12,677,994 4,174,039
26,307,749 -
38,985,743 4,174,039
(As restated)

2015 2014

£ £
5,680,662 81,352
5,680,662 81,352

2015 2014

£ £
585,372 19,834
796,104 -
(126,717) (20,144)
4,538 24,308
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Notes to the Financial Statements for the Year Ended 31 December 2015

8 Finance income and costs

2015 2014
£ £
Finance income
Interest iIncome on bank deposits 43 -
Finance costs
Interest on bank overdrafts and borrowings (73,804) (3,505)
Other finance costs (43,868) (1,388)
Total finance costs {117,672) (4,893)
Net finance costs (117,629) (4,893}
9 staff costs
The aggregate payroll costs (including directors’ remuneration) were as follows
2015 2014
£ £
Wages and salanes 5,991,881 503,549
Soaial secunty costs 517,675 48,723
Pension and other post-employment benefit costs 307,491 10,217
Redundancy costs 448,986 57,414
7,266,033 619,903

The average number of persons employed by the group (including directers) during the year, analysed by category was
as follows

2015 2014

No. No.
Admimustration and support 79 20
Sales 17 7
Marketing 2 -
Distribution 226 25
Management 4 6
328 58
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10 Auditor's remuneration

Audrt of these finanoal statements

Audit of the financial statements of subsidiaries of the company pursuant to

legislation

Other fees to auditors
Taxation comphiance services
All other non-audtt services

2015 2014

£ £
5,000 16,900
36,625 -
41,625 16,900
6,000 -
- 1,725
6,000 1,725




11

Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2015

Tax
Tax charged/(credited) in the income statement

Current taxation
UK corporation tax
UK corporation tax adjustment to prior periods

Deferred taxation
Ansing from origination and reversal of temporary differences

Tax receipt in the income statement

2015 2014

£ £

28,223 (9,167)
{6,830) -
21,393 (9,167)
(116,184) -

(94,791) (9,167)

The tax on profit before tax for the year 1s the same as the standard rate of corporation tax in the UK (2014 - the same

as the standard rate of corporation tax in the UK) of 20% (2014 - 20%)

The differences are reconciled below

Profit/{loss) before tax

Corporation tax at standard rate

Increase/(decrease) in current tax from adjustment for prior periods
Increase/(decrease) from effect of capital allowances depreciation
Increase/(decrease) from effect of different UK tax rates on some earnings
Decrease/{increase) from effect of revenues exempt from taxation

Increase/(decrease) from effect of expenses not deductible in deterrmining
taxable profit (tax loss)

Increase/(decrease) ansing frem group relief tax reconcihation
Deferred tax expense/{credit) from unrecognised tax loss or credit

Increase/(decrease) in current tax from unrecognised temporary difference
from a pnior peried

Deferred tax expense/(credit) relating to changes in tax rates or laws

Other tax effects for reconahation between accounting profit and tax
expense/(income)

Total tax credit

(As restated)

2015 2014

£ £
7,465,056 (143,812)
1,493,011 (28,762)
(6,830) -
32,500 -
{109) -
(1,136,132) -
222,184 -
(198) -
(741,325) -
(1,919) -
173,341 -
(129,314) 19,345

(94,791) (9,417)
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11 Tax {continued)

Deferred tax

Group
Deferred tax assets and labilities

2015

Accelerated tax depreciation
Tax losses carry-forwards
Other items

2014

Accelerated tax depreciabion
Tax losses carry-forwards
Other items

Deferred tax movement dunng the year

Accelerated tax depreciation
Tax losses carry-forwards
Other items

Net tax assets/(Iabilities)

Deferred tax movement dunng the prior year

Accelerated tax depreciation
Tax losses carry-forwards
Other items

Net tax assets/(habtilities)

Net deferred
Asset Liability tax
£ £ £
308,829 (51,938} 256,891
758,186 - 758,186
- (537,713) (537,713)
1,067,015 (589,651) 477,364
Liability
£
(20,718)
(20,718)
Arising from At
At1January Recognised in acquisition of 31 December
2015 income subsidiaries 2015
£ £ £ £
{20,718) (24,720) 302,329 256,891
- , 749,969 758,186
- - (537,713) (537,713)
(20,718) (16,503) 514,585 477,364
Arising from At
At 1 January acquisition of 31 December
2014 subsidiaries 2014
£ £ £
- (20,718} (20,718)
- (20,718) (20,718)
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12 Property, plant and equipment

Group

Cost or valuation
Additions

Acquired through business
combinations

Bisposals

At 31 December 2014
At 1 January 2015
Additions

Acquired through business
combinations

Disposals
At 31 December 2015

Depreciation

Charge for year

Eliminated on disposal
Depreciation on assets acquired

At 31 December 2014

At 1 January 2015

Charge for the year

Eliminated on disposal
Depreciation on assets acquired

At 31 December 2015
Carrying amount

At 31 December 2015
At 31 December 2014

Furniture,
Land and fittings and
buildings equipment Motor vehicles Total
£ £ £ £
. 199 - 199
159,832 1,129,142 98,730 1,387,704
(64,428) (8,941) {5,000) {82,369)
95,404 1,120,400 89,730 1,305,534
95,404 1,120,400 89,730 1,305,534
1,962,205 105,317 - 2,067,522
2,251,669 9,169,290 - 11,420,959
- (6,926) (18,000} (24,926)
4,309,278 10,388,081 71,730 14,769,089
2,792 10,344 6,698 19,834
(65,693) (8,687) (1,617) (75,997)
158,305 997,640 43,268 1,199,213
95,404 999,287 48,349 1,143,050
95,404 999,297 48,349 1,143,050
169,153 403,648 12,571 585,372
- - (14,078) (14,078)
1,498,637 8,013,284 - 9,511,921
1,763,194 9,416,229 46,842 11,226,265
2,546,084 971,852 24,888 3,542,824
- 121,103 41,381 162,484

Induded within the net book value of land and buildings above 1s £1,983,545 (2014 - £Nil) in respect of freehold land
and butldings, ENIl (2014 - £Nil) in respect of long leasehold land and buildings and £562,539 (2014 - £Nit) in respect of

short leasehold tand and buildings
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12 Property, plant and equipment (continued)

Assets held under finance leases and hire purchase contracts

The net carrying amount of property, plant and equipment includes the following amounts in respect of assets held

under finance leases and hire purchase contracts

Motor vehicles

Pledged as security

2015
£
27,930

2014
£
39,201

Land and bulldings with a carrying amount of £2,546,084 (2014 - £Nii) has been pledged as secunity for the group’s

other bank borrowings

13 Intangible assets

Group
Contractual
customer
Goodwill relationships Total
Note £ £ £
Cost or valuation
Acquired through business combmations {as
restated) 4,904 - 4,904
At 31 December 2014 (as restated) 4,904 - 4,904
At 1 January 2015 (as restated) 4,904 - 4,904
Acgurired through business combinations 15 - 4,022,400 4,022,400
At 31 December 2015 4,504 4,022,400 4,027,304
Amortisation
At 1 January 2015 (as restated) - - -
Amortisation charge - 796,104 796,104
At 31 December 2015 - 796,104 796,104
Carrying amount
At 31 December 2015 4,904 3,226,296 3,231,200
At 31 December 2014 (as restated) 4,504 - 4,904

Individually material intangible assets

Customer contracts acquired on the acquisition of Amethyst Group

The carrying amount of this asset 1s £3,226,296 (2014 - £Nil)
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14 Investments

Company subsidiaries
Details of the subsidianes as at 31 December 2015 are as follows
Proportion of

ownership interest
Country of incorporation and and voting rights

Name of subsidiary Principal activity principal place of business held
2015 2014

Perkins Group Services Import and distribution of England and Wales 100% 100%
Limited* toys, stationery and

seasonal products
Humatt Lirnited* Non-trading England and Wales 100% 100%
Buttons Bear and Fnends Non-trading England and Wales 100% 100%
Limited
Williams of Swansea Import and distnbution of England and Wales 100% 0%
Limited* toys, stationery and

seasonal products
Amethyst Group Services Provision of warehousing England and Wales 100% 0%
Limited* and logistics services
Cathay Investments 2 Letting its own property  England and Wales 100% 0%
Properties Linuted* to group companies

* incicates direct investment of the company
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14 Investments (continued)

In line with the exemption atlowed under section 479A of the Companies Act 2006 certarn of the subsidiary companies
of Cathay Investments 2 Limited have been made exempt from requirements to have an audit under section 475 of the
Companies Act 2006 In order to meet this exemption Cathay Investments 2 Limited has pledged to guarantee all
outstanding liabilities to which the relevant subsidianes are subject to at the end of the financal year to which the
guarantee relates until they are satisfied in full and that this guarantee I1s enforceable agamnst the parent undertalang by
any person to which the subsidianes are liable in respect of those labilibes

For the year ending 31 December 2015 the following subsidianes were entitied to exemption from audit under section .~
479A of the Compantes Act 2006 relating to subsidiary companies

Humatt Limited (Registration number 03268911)

Buttons Bear and Friends Limited {Registrabon number 01433838) /

Cathay Investments 2 Properties Limited (Registration number 09622202)

Summary of the company investments

(As restated)
2015 2014
£ £
Investments in subsidiaries 5,615,501 1,570,000
Subsidiaries £
Cost or valuation
Additions 1,570,000
At 31 December 2014 1!570!000
At 1 January 2015 1,570,000
Additions 4,045,501
At 31 December 2015 5,615,501
Carrying amount
At 31 December 2015 5!6152501
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15 Acquisition of subsidiaries

On 23 January 2015, the group acquired 100% of the 1ssued share capital of Williams of Swansea Limited, obtaining
control The principal activity of Willlams of Swansea Limited 1s import and distribution of toys, stationery and seasonal
products

The amounts recogrused 1n respect of the identifiable assets acquired and habilities assumed are as set out in the table
below

2015
£

Assets and liabilities acquired
Financial assets 1,101,631
Inventory 789,092
Property, plant and equipment 153,372
Financial habilities (921,361}
Total identifiable assets 1,122,734
Negative goodwill (288,235)
Total consideration 834,499
Satisfied by:
Cash 834,450
Cash flow analysis:
Cash consideration 834,499
Less cash and cash equivalent balances acquired (183,262}
Net cash outflow anising on acquisition 651,237

Acquisition-related costs (included in administrative expenses) amount to £30,956

Wilhams of Swansea Limited contributed £5,172,022 revenue and £181,941 to the group's profit for the period between
the date of acquisiion and the balance sheet date

If the acquisiion of Willams of Swansea Limited had been completed on the first day of the financial year, group
revenues for the period would have been £3%,253,994 and group profit would have been £7,546,298
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15 Acquisition of subsidiaries (continued)
On 19 March 2015, the group acquired 100% of the 1ssued share capital of Amethyst Group Limited, obtaining control
The pnncipal activity of Amethyst Group Limited 1s provision of warehousing and logistics services

The amounts recogmised In respect of the identifiable assets acquired and habiities assumed are as set out in the table
below

2015
£

Assets and liabilities acquired
Financial assets 6,506,336
Inventory 1,015,864
Property, plant and equipment 1,755,666
Identifiable intangible assets 4,022,400
Financial liabilities (4,026,439)
Deferred tax (670,400)
Total dentifiable assets 8,603,427
Negative goodwill (5,392,427)
Total consideration 3,211,000
Satisfied by:
Cash 3,211,000
Cash flow analysis:
Cash consideration 3,211,000
Less cash and cash equivalent balances acquired (329,732)
Net cash outflow ansing on acquisition 2,881,268

Acquisition-related costs (included in administrative expenses) amount to £133,504

Amethyst Group Limited contnbuted £26,307,749 revenue and £2,536,873 to the group's profit for the penod between
the date of acquisition and the balance sheet date

If the acquisibon of Amethyst Group Limited had been completed on the first day of the financial year, group revenues
for the period would have been £46,306,401 and group profit would have been £4,357,470
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16 Inventories

Group Company
2015 2014 2015 2014
E £ £ £
Finished goods and goods for
resale 3,275,397 1,642,568 - -

The cost of group iInventones recognised as an expense In the year amounted to £9,057,020 (2014 - £6,526,905) This
15 included within cost of sales

17 Trade and other recervables

Group Company
(As restated)

2015 2014 2015 2014

£ E £ £

Trade receivables 9,495,528 769,727 42,000 -
Receivables from related parties - - 713,949 243,000
Other prepayments 1,014,005 372,187 3,012 -
Other recevables 1,595,773 354,449 - 211,431
12,105,306 1,496,363 758,961 454,431

The fair value of those trade and other receivables classified as financial Instrument loans and recevables are disclosed
in the financial instruments note

The group’s exposure to credit and market risks, including impairments and aflowances for credit losses, refating to
trade and other recevables 1s disclosed in the financial nsk management and impairment note

18 Cash and cash equivalents

Group Company
2015 2014 2015 2014
£ 3 £ £
Cash at bank 674,391 291 309 48,597 2,151
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19 Share capital

Allotted, cailed up and fully paid shares

2015 2014
No. £
Ordmnary shares of £1 each 12,000 12,000 12,000 12,000
20 Reserves
Group
Share capital
Represents the nominal value of shares that have been issued
Retained earnings
Includes all current and prior penod retained profits and losses
Company
Share capital
Represents the nominal value of shares that have been issued
Retained earnings
Includes all current and prior period retaned profits and losses
21 Loans and borrowings
Group Company
2015 2014 2015 2014
£ £ £ £
Non-current loans and borrowings
Bank borrowings 1,613,490 - - -
Finance lease labilibies 1,375 9,862 - -
Redeemable preference shares 1,863,300 1,863,300 1,863,300 1,863,300
3,478,165 1,873,162 1,863,300 1,863,300
Group Company
2015 2014 2015 2014
£ £ £ £
Current loans and borrowings
Bank borrowings 250,374 300,000 - -
Finance lease liabilities 8,998 11,218 - -
Other borrowings 3,400,249 200,249 3,400,249 200,249
3,659,621 511,467 3,400,249 200,249
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21 Loans and borrowings (continued)

Group

Bank borrowings

The first HSBC Bank PLC foan 1s denominated in sterling with a nominal interest rate of 2 2% above the Bank of
England Base Rate, and with the final instalment due by 30 September 2030 The carrying amount at year end 1s
£1,509,247 (2014 - £NIl)

The second HSBC Bank PLC loan 1s denominated m sterling with a nominal interest rate of 2 2% above the Bank of
England Base Rate, and with the final instalment due by 31 August 2020 The carrying amount at year end 1s £313,507
{2014 - £ENil)

All bank borrowings are secured over all assets of all group companies

Redeemable preference shares

The holder of the redeemable preference shares has the night to redeem such shares at par The holders of the
redeemable preference shares confirmed their intentions to hold the shares for more than one year Accordingly, the
redeemable preference shares are presented as a ltability within non-current loans and borrowings in the statement of
financial position

The redeemable preference shares carry a 0% coupon rate

Movement in hability

2015 2014
£ £
Proceeds from i1ssue of redeemable preference shares - 1,863,300

Other borrowings
Finance lease liabilities of £10,373 (2014 £21,080) are secured over the assets under finance lease

The loans and borrowings classified as financial instruments are disclosed in the finanaal instruments note

The group's exposure to market and hquidity risk, ncluding maturity analysis, in respect of loans and borrowings is
disclosed in the financial nsk management and impairment note

22 Obligations under leases and hire purchase contracts

Group
Operating leases

The total future value of minimum lease payments under non-cancellable operating leases is as follows

2015 2014

£ £
Within one year 3,160,863 253,818
In two to five years inclusive 7,966,088 692,643
In over five years 7,639,250 751,250
18,766,201 1,697,711

The amount of non-cancellable operating lease payments recognised as an expense during the year was £2,919,139
(2014 - £227,058)
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23 Pension and other schemes

Defined contribution pension scheme

The group operates a defined contributron pension scheme The pension cost charge for the year represents
centnbutions payable by the group to the scheme and amounted to £307,491 (2014 - £10,217)

24 Other provisions

Group
Other
provisions Total
£ £
At 1 January 2015 - -
Increase/{decrease) through business combinations 1,354,000 1,354,000
Additional provisions 131,000 131,000
At 31 December 2015 1,485,000 1,485,000
Non-current habilites 1,485,000 1,485,000

Other provisions transferred in on the acquisition of Amethyst Group Limited are dilapidation provisions

25 Trade and other payables

Group Company

2015 2014 2015 2014

£ £ £ £
Trade payables 4,868,175 951,378 21,678 49,208
Accrued expenses 710,308 231,113 2,000 2,000
Amounts due to related parbies - - 1,413,297 -
Social security and other taxes 511,798 120,745 505 -
Other payables 1,132,897 6,381 704 -
7,223,178 1,309,617 1,438,184 51,208

The fair value of the trade and other payables classified as financial instruments are disclosed in the financial
instruments note

The group's exposure to market and iquidity risks, including maturity analysis, related to trade and other payables Is
disclosed in the financial nsk management and impairment note
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26 Contingent liabilities

Company

The company has given cross guarantees to the groups bankers in respect of borrowings by certain group companies
The amount guaranteed 15 £2,400,540 (2014 £124,909) In the pnior year the company also gave a cross guarantee in
support of a group VAT registration The amount guaranteed at 31 December 2014 was £4,839

27 Financial instruments

Categories of financial instruments
At 31 December 2015 the group and the company held the following financial assets

Group Company
{As restated)
2015 2014 2015 2014
£ £ £ £
Trade and other receivables 12,105,306 1,496,363 758,961 454,431
Cash and cash equivalents 674,391 291,309 48,597 2,151
12,779,697 1,787,672 807,558 456,582

At 31 December 2015 the group and company held the following financral habilitbies

Group Company
2015 2014 2015 2014
£ £ £ £
Trade and other payables 7,223,178 1,309,617 1,438,184 51,208
Bank borrowings 1,863,864 300,000 - -
Finance lease labilities 10,373 21,080 - -
Redeemable preference shares 1,863,300 1,863,300 1,863,300 1,863,300
Other borrowings 3,400,249 200,249 3,400,249 200,249
14,360,964 3,694,246 6,701,733 2,114,757

Group

28 Financial risk management and impairment of financial assets

The group's and the company's activities expose 1t to a variety of financial nsks market risks, credit nisk, hquidity risk,

cash flow interest rate risk and fair value interest rate risk The group's and the company's overall nsk management :
programme focuses on the unpredictability of the marketplace and seeks to minimise potential adverse effects on the

group's and the company's financtal performance

Risk management 15 carred out by the operating divisions under policies approved by the Board of Directors
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28 Financial risk management and impairment of financial assets {continued}

Market risk
Interest rate nisk

The group’s and company's interest rate nsk arnises from long term borrowings Borrowings at vaniable rate expose the
group and company to cash flow interest rate nsk which 1s partially offset by cash held at vanable rates

Sensitivity analysis

The sensitivity analysis below has been determined based on exposure to interest rates for the fixed term borrowings of
the group and company subject to interest charges at the statement of financial position date For floating rate liabilittes
the analysis 1s prepared assuming the amount of the liability outstanding at the statement of financial position date was
outstanding for the whole year The group’s and company's assessment of the reasonably possible change mn interest
rates 15 0 25% increase or decrease

Based on bank borrowings at 31 December 2015 if interest rates were 0 25% higher (or lower) and all other vanables
were held constant, the group’s net profit would decrease {or increase) by £5,000

Credit risk and impairment

The group's and the company's exposure to credit nsk is limited to the carrying value of financal assets recognised at
the year end The maximum exposure to credit nsk i relation te trade receivables 1s equivalent to the year end

balance The group continuously monitor the creditworthiness of customers and other counterparties The group's and
the company's policy 15 only to deal with creditworthy counterpartes The group benefits from credit insurance on some
of its trade recevables

The group and the company 1s not exposed to any significant credit nsk exposure to any single counterparty or any

company of counterparties having similar characteristics The credit risk for cash and cash equivalents Is considered
neglgible since the counterparties are reputable banks with high quality external credit ratings

Past due and impaired financial assets

The directors consider that all the above financial assets that are not impaired for each of the reporting dates under \
review are of good quality credit, based on financial information and past trading history, including those that are past
due

Liguidity risk

Liguidity needs are monitored carefully on a day-to-day basis Longer term liquidity needs are assessed through
monthly, quarterly, and annual cash flow forecasts

Maturity analysis
Within 1
year After 1 year Total
2015 £ £ £
Non-interest beaning borrowings 3,400,249 - 3,400,249
Bank borrowmngs 250,374 1,613,490 1,863,864
Redeemable preference shares - 1,863,300 1,863,300
Finance lease liabilibes (present value) 8,998 1,375 10,373
3,659,621 3,478,165 7,137,786
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28 Financial risk management and impairment of financial assets {continued)

Within 1
year After 1 year Total
2014 £ £ £
Non-interest beanng borrowings 200,249 - 200,249
Bank borrowings 300,000 - 300,000
Redeemable preference shares - 1,863,300 1,863,300
Finance lease liabities (present value) 11,218 9,862 21,080
511,467 1,873,162 2,384,629

Capital risk management

Capital components
Total capital Is calculated as equity, as shown in the consolidated statement of financial position, plus debt

Externally imposed capital requirements
The group has no externally imposed capital requirements

Capital management

The group’s policy 1s to maintain a strong capital base with a view to underpinning shareholder and creditor confidence
and sustaining the future development of the business Capital consists of ordinary shares, other capital reserves,
retaiming earmings, preference shares and other debt The group momitors performance at both a corporate and
individual asset level and sets internal guidelines for interest cover and gearing The group manages the capital
structure and makes changes to it in light of changes in economic conditions and the risk charactenstics of the
underlying assets

The amounts managed as capital by the group for the reporting penods under review are summansed as follows

Group Company
2015 2014 2015 2014
£ £ £ £
Share capital 12,000 12,000 12,000 12,000
Retained earmings (134,645) - {100,175} -
Redeemable preference shares 1,863,360 1,863,300 1,863,300 1,863,300
Bank borrowings 1,613,490 - - -
3,354,145 1,875,300 1,775,125 1,875,300
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29 Related party transactions

Key management personnel
B Chaing, director

Summary of transactions with key management
B Chaing continued to provide a loan to the group during the year and advanced the group £1,066,667 (2014
£200,249) during the year

At the year end the amount due to B Chaing was £1,266,916 (2014 £200,249)
The loan from B Chaing 1s interest free and is repayable on demand

Summary of transactions with entities with joint control or significant interest

Cathay Investments Limited and its subsidtary companies, related due to common control

Cathay Investments Limited and subsidiary companies recharged costs of £30,387 (2014 £48,008) to the group
During the year the group was recharged management expenses of £158,000 (2014 £26,570) by Cathay Investments
Limited

During the year the group made sale of £137,556 (2014 £nil} to Cathay Investments Limited and its subsidiary !
companies

At the year end the amount due to Cathay Investments Limited and its subsidiary companies was £33,852 (2014
£54,692)

Summary of transactions with other related parties

M Chaing, wife of B Chaing & 33% shareholder

M Chaing advanced the group £1,066,667 {2014 £nil) during the year

At the year end the amount due to M Chaing was £1,066,667 (2014 Emil)
The loan from M Chaing s interest free and Is repayable on demand

S Chaing, son of B Chaing & 33% shareholder

S Chaing advanced the group £1,066,667 (2014 £nil} during the year

At the year end the amount due to $ Chaing was £1,066,667 (2014 £nil)
The loan from S Chaing 1s interest free and 1s repayable on demand
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29 Related party transactions (continued)

Income and receivables from related parties

2015
Receipt of services

Expenditure with and payables to related parties

2015
Rendermg of services
Settlement of habiities

2014
Rendering of services
Settlement of liabiities

Loans from related parties

2015
At start of period
Advanced

At end of period

2014
Advanced

Key
management

200,249
1,066,667

Entities with
joint control or
significant
influence

£

137,556

Entities with
joint control or
significant
influence

£

158,000

30,387

188,387

Entities with
joint control or
significant
influence

£

26,570
48,008

74,578

Other related
parties
£

2,133,334

1,266,916

2,133,334
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30 Transition to IFRS

The group has adopted IFRSs for the first time in the year ended 31 December 2015 It has apphed IFRS 1, First Time
Adoption of the International Financial Reporting Standards in preparing these financial statements The group's
transition date 1s 1 January 2014 and as such an opening IFRS balance sheet has been prepared at that date
Consequently, the comparative information included i these financial statements has been restated under IFRS

a) Changes in accounting polictes

The transition to IFRSs resulted in the following changes to accounting policies

1) Cathay Investments 2 has previously caprtalised its directly attributable acquisition costs within the cost of investment
used to calculate goodwill on consolidation IFRS 3 'Business Combinations' requires directly attributable acquisition
costs to be expensed to profit or loss Consequently as at 31 December 2014 costs of £96,374, previously recogmised in
goodwill on consclidation, have been recognised in profit and loss The effect on profit for the year ended 31 December
2014 1s an additional expense of £96,374

n} Cathay Investments 2 has previously recognised negative goodwill arising on consolidatien in the statement of
financial position and amortised it over its estimated useful life IFRS 3 'Business Combinations' requires that negative
goadwill ansing on consolidation 1s recognised directly in profit or loss Consequently as at 31 December 2014 the group
has recognised £81,592 of negative goodwill in other operating income in profit or loss and reversed the amortisation
recognised to that date The effect on profit for the year ended 31 December 2014 1s additional income of £81,352

b) Reconalhation of equity shareholders’ funds

There were no changes to reported equity shareholders’ funds at the date of transition, 1 January 2014 Adjustments to
previously reported equity shareholders’ funds at the end of the comparative penod are as below

¢) Reconciliabion of comparative period profit or loss

Adjustments to previously reported profit or loss for the comparative period are as below
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30 Transition to IFRS {continued)

Consolidated Statement of Financial Position at 31 December 2014

Assets

Non-current assets
Property, plant and equipment
Intangible assets

Current assets
Inventories

Trade and other recervables
Cash and cash equivalents

Total assets
Equity and liabilities

Equity
Share capital
Retamned earnings

Equity attnbutable to owners of the company

Non-current liabilities
Loans and borrowings (non-current)
Deferred tax habilities

Current liabilities

Trade and other payables
Loans and borrowings (current)
Income tax hability

Total habilities

Total equity and liabilties
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As originally
reported Remeasurement As restated
£ £ £
162,484 - 162,484
18,674 (13,770) 4,904
181,158 (13,770) 167,388
1,642,568 - 1,642,568
1,497,615 (1,252) 1,496,363
291,309 - 291,309
3,431,492 (1,252) 3,430,240
3,612,650 {15,022y 3,597,628
12,000 - 12,000
{119,623) {15,022) (134,645)
(107,623) (15,022) (122,645)
1,873,162 - 1,873,162
20,718 - 20,718
1,893,880 - 1,853,880
1,309,617 - 1,309,617
511,467 - 511,467
5,309 - 5,309
1,826,393 - 1,826,393
3,720,273 - 3,720,273
3,612,650 (15,022) 3,597,628
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30 Transition to IFRS (continued)

Consolidated Income Statement for the year ended 31 December 2014

As originally
reported Remeasurement As restated
£ £ £
Revenue 4,174,039 - 4,174,039
Cost of sales (2,842,136) - (2,842,136}
Gross profit 1,331,903 - 1,331,903
Distribution costs (602,443) - (602,443)
Admimistrative expenses (853,357) (96,374) (949,731)
Other operating income - 81,352 81,352
Operating loss (123,897) (15,022) (138919
Finance costs (4,893) - {4,893)
Net finance income / cost (4,893) - (4,893)
Loss before tax (128,790) (15,022) (143,812)
Income tax 9,167 - 9,167
Loss for the finanaial year (119,623) (15,022) {134,645)

The company has adopted IFRSs for the first ime in the year ended 31 December 2015 It has applied IFRS 1, First
Trme Adoption of the International Financial Reporting Standards in preparing these financial statements The
company’s transition date 15 1 January 2014 and as such an opening IFRS balance sheet has been prepared at that
date Consequently, the comparative informaticn included 1n these financial statements has been restated under IFRS
a) Changes in accounting policies

The transition to IFRSs resulted in the following changes to accounting policies

1) Cathay Investments 2 has previously capitahised its directy attributable acquisition costs within the cost of
investments on the statement of financial position, IFRS 3 'Business Combinations' requires directly attributable
acquisition costs to be expensed to profit or loss Consequently as at 31 December 2014 costs of £96,374, previously
recognised in investments in subsidianes, have been recognised in profit and loss The effect on profit for the year
ended 31 December 2014 1s an additional expense of £96,374

b) Reconcihation of equity shareholders’ funds

There were no changes to reported equity shareholders’ funds at the date of transition, 1 January 2014 Adjustments to
previously reported equity shareholders’ funds at the end of the comparative period are as below

c) Reconcrliation of comparative period profit or loss

Adjustments to previously reported profit or loss for the comparative penod are as below
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30 Transition to IFRS (continued)

Statement of Financial Position at 31 December 2014

As originally
reported Remeasurement As restated
£ £ £
Assets
Non-current assets
Investments in subsidianes, joint ventures and associates 1,666,374 (96,374) 1,570,000
Current assets
Trade and other recevables 454,431 - 454,431
Cash and cash equivalents 2,151 - 2,151
456,582 - 456,582
Total assets 2,122,956 (96,374) 2,026,582
Equity and liabilities
Equity
Share capital 12,000 - 12,000
Retained earmings (3,801) (96,374)  (100,175)
Total equity 8,199 (96,374) (88,175)
Non-current liabilities
Loans and borrowings (non-current) 1,863,300 - 1,863,300
Current liabilities
Trade and other payables 51,208 - 51,208
Other current financial habilities 200,249 - 200,249
251,457 - 251,457
Total habiites 2,114,757 - 2,114,757
Total equity and habilities 2,122,956 (96,374) 2,026,582
Income Statement for the year ended 31 December 2014
As originally
reported Remeasurement As restated
£ £ £
Revenue - - -
Administrative expenses (3,801) {96,374) (100,175)
Operating loss (3,801) {96,374) (100,175)
Loss before tax (3,801) (96,374) (100,175)
Loss for the financial year (3,601) {96,374) {100,175}
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