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FUERST DAY LAWSON (U.S.A.) LIMITED

Strategic report
Financial statements for the year ended 31 December 2017

Principal activity and review of the business

The Company is a wholly owned subsidiary within the FDL group (the “FDL Group”). The FDL Group comprises
the directly and indirectly owned subsidiaries of FDL Holdings Limited.

The principal activity of Fuerst Day Lawson (U.S.A.) Limited (the “Company”) is the sale of specialist raw materials.
The directors are not aware, at the date of this report, of any likely changes in the Company’s activities in the next
year. ’

On 18 February 2016, Highlander Partners, L.P., a leading middle market private investment firm based in Dallas,
Texas, acquired the FDL Group in partnership with existing management.

Revenue for the year decreased by 15.6% to £17.2 m (2016: £20.4 m). Profit before tax increased by 10% to £1.56m
(2016: £1.42 m). '

Turnover reduced but overall gross margin improved by 4% as value added activities increased their share of total
revenue. Whilst the economic climate continues to herald some uncertainty for the future, present indications are that
the Company will make further progress during 2018.

The Company’s results for the period are set out in the income statement on page 8 and related notes. The Company’s
shareholder funds increased by 72.8% to £2.98 m (2016: £1.73 m), its financial position is set out in the statement of
financial position on page 10 and related notes.

Principal risks and uncertainties
The Company’s operations expose it to a variety of risks and uncertainties, which include:
e credit risk in ensuring that payments from customers are received in full and on a timely basis; and

e market risk driven by volatility in raw material prices often caused by unpredictable weather or other
significant changes in supply or demand.

The Company has therefore taken appropriate steps to manage and control these risks, which include:

e agreeing appropriate payment terms with customers including, where necessary, payment in advance or by
securing payment through bank letters of credit;

e taking a proactive role in ensuring that the Company’s systems and procedures are adapted to ensure
compliance with new or changing legislative or regulatory requirements; and

e ensuring that purchases of raw materials are based upon a clear recognition of the risks involved and where
appropriate inventory balances are held as a hedge against possible delays in supplier performance.

The Company has a Compliance and Risk Management team that is empowered to ensure that risk management is
being implemented effectively.

Approved by the Board of Directors
and/sigﬂﬁ on behalf of the Boar

GN

Secretary 17 July 2018




FUERST DAY LAWSON (U.S.A.) LIMITED

Directors’ report
For the year ended 31 December 2017

The directors present their annual report, together with the financial statements and auditor’s report, for the year
ended 31 December 2017.

Results and dividends -

The profit for the year after taxation amounted to £1.26 m (2016: £1.13 m). The directors do not recommend the
payment of a dividend for the period (2016: £nil).

Going concern

The Company’s business activities, together with the factors likely to affect its future development, performance and
position are set out above. The financial position of the Company, its cash flows, liquidity position and borrowing
facilities are set out in the financial statements.

The Company meets its day-to-day working capital requirements through committed banking facilities. The Directors
believe that the Company is well placed to manage its business risks successfully despite the current uncertain
economic outlook. :

The Directors have a reasonable expectation that the Company has adequate resources to continue operations for the
foreseeable future. Accordingly, the going concern basis has been adopted in preparing the annual report and
accounts.

Directors

The Directors who served throughout the period and to the date of signing except as noted, were as follows:
M Mardi

G N Humphry-Baker

G S Elwin

S A Baseley

JL Hull

M R Nicolais

C C Thomas

Directors’ indemnities

The Company has made qualifying third-party indemnity provisions for the benefit of its directors which were made
during the period and remain in force at the date of this report.

Auditor

Each person who is a director of the Company at the date when this report was approved confirms that:

e 5o far as each of the directors is aware, there is no relevant audit information (as defined in the Companies
Act 2006) of which the Company's auditor is unaware; and

e each of the directors has taken all the steps that he/she ought to have taken as a director in order to make
himself/herself aware of any relevant audit information (as defined) and to establish that the Company's
auditor is aware of that information.



FUERST DAY LAWSON (U.S.A.) LIMITED

Directors’ report
For the year ended 31 December 2017

This confirmation is given and should be interpreted in accordance with the provisions of section' 418 of the
Companies Act 2006.

Deloitte LLP has expressed its willingness to continue in office as auditor.
Approved by the Board of Directors
?«d on behalf of the Board

G N/BAmphry-Baker ; f

Sedfetary

17 July 2018



FUERST DAY LAWSON (U.S.A.) LIMITED

Statement of directors’ responsibilities

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. The directors have elected
to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards and applicable law) including FRS01 “Reduced Disclosure Framework”.
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 Company and of the profit and loss of the Company for that period. In
preparing these financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;
make judgements and estimates that are reasonable and prudent;
state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements;

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

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




FUERST DAY LAWSON (U.S.A.) LIMITED
Independent auditor’s report

Report on the audit of the financial statements

Opinion
In our opinion the financial statements of Fuerst Day Lawson (U.S.A) Limited (the ‘company’):

e give atrue and fair view of the state of the company’s affairs as at 31 December 2017 and of its profit for the
year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
including Financial Reporting Standard 101 “Reduced Disclosure Framework”; and

e have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:

the profit and loss account;

the statement of comprehensive income;
the statement of financial position;

the statement of changes in equity;

the statement of accounting policies; and
the related notes 1 to 16.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure Framework” (United
Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the auditor's responsibilities for the audit of
the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We are required by ISAs (UK) to report in respect of the following matters where:

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

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

We have nothing to report in respect of these matters.



FUERST DAY LAWSON (U.S.A.) LIMITED
Independent auditor’s report

Independent auditor’s report (continued)

Other information

The directors are responsible for the other information. The other information comprises the information included in
the annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we
do not express any form of assurance conclusion thereon.

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

We have nothing to report in respect of these matters.
Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view, and for such internal control as the
directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website
at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Report on other legal and regulatory requirements
Opinions on other matters prescribed by the Companies Act 2006

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

e the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.



FUERST DAY LAWSON (U.S.A.) LIMITED

Independent auditor’s report

Independent auditor’s report (continued)

In the light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified any material misstatements in the strategic report or the directors’ report.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or

e the financial statements are not in agreement with the accounting records and returns; or
e  certain disclosures of directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.

Use of our report

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

A AN~

Richard Howe, FCA (Senior Statutory Auditor)
For and on behalf of Deloitte LLP

Statutory Auditor

London, United Kingdom

Date: 17 July 2018



FUERST DAY LAWSON (U.S.A.) LIMITED

Statement of profit or loss
For the year ended 31 December 2017

Note

Revenue 4
Cost of sales
Gross profit
Administrative expenses
Operating profit
Finance costs "6
Profit before taxation
Tax 7
Profit for the financial year attributable to owners

of the Company 8

Revenue and operating profit are all derived from continuing operations.

Year ended 31 Year ended 31
December 2017 December 2016
£ £

17,199,245 20,383,793
(14,291,645) (17,718,104)
2,907,600 2,665,689
(1,350,000) (1,250,000)
1,557,600 1,415,689
(210) (1,622)

' 1,557,390 1,414,067
(300,176) (282,814)

1,257,214 1,131,253




FUERST DAY LAWSON (U.S.A.) LIMITED

Statement of comprehensive income
For the year ended 31 December 2017

Profit for the year

Items that will not be reclassified subsequently to profit or loss
Items that may be reclassified subsequently to profit or loss
Other comprehensive income for the year net of tax

Total comprehensive income for the year attributable
to the owners of the Company

Year ended 31 Year ended 31
December 2017 December 2016

£ £
1,257,214 1,131,253
1,257,214 1,131,253




FUERST DAY LAWSON (U.S.A.) LIMITED

Statement of financial position
As at 31 December 2017

Note
Current assets
Inventories 9
Trade and other receivables 10
Cash and bank balances
Total assets
Current liabilities
Trade and other payables 11
Current tax liabilities 7

Total liabilities

Net assets

Equity
Share capital
Retained earnings

Equity attributable to owners of the Company

At 31 December
2017

At 31 December
2016

2,690,386

3,566,444
3,528,388 1,549,437
84,319 189,299
7,179,151 4,429,122
(4,039,652) (2,493,856)
(154,940) (207,921)
(4,194,592) (2,701,777)
2,984,559 1,727,345
1,000 1,000
2,983,559 1,726,345
2,984,559 1,727,345

The financial statements of Fuerst Day Lawson (U.S.A.) Limited (registered number 01867013) were approved by the

board of directors andyauthorised for issue on 17 July 2018. They were signed on its behalf by:

M Mardi
Director

10



FUERST DAY LAWSON (U.S.A.) LIMITED

Statement of changes in equity
For the year ended 31 December 2017

Notes

Balance at 1 January 2016

Profit for the year
Other comprehensive income for the year

Total comprehensive income
for the year

Balance at 31 December 2016

Profit for the year
Other comprehensive income for the year

Total comprehensive income
for the year

Balance at 31 December 2017

Retained

Share capital earnings Total
£ £ £

1,000 595,092 596,092

- 1,131,253 1,131,253

- 1,131,253 1,131,253

1,000 1,726,345 1,727,345

- 1,257,214 1,257,214

- 1,257,214 1,257,214

1,000 2,983,559 2,984,559

11



FUERST DAY LAWSON (U.S.A.) LIMITED

Notes to the financial statements
For the year ended 31 December 2017

1. General information

Fuerst Day Lawson (U.S.A) Limited is a company incorporated in the United Kingdom under the Companies Act
2006. The address of the registered office is Metropolitan Wharf, 70 Wapping Wall, London, E1W 3S8.

The nature of the Company’s operations and its principal activities are set out in the strategic report on page 1.
1 pany’s op p p g p pag

These financial statements are presented in pounds sterling because that is the currency of the primary economic
environment in which the Company operates.

These financial statements are separate financial statements. The Company is exempt from the preparation and
delivery of consolidated financial statements, because it is included in the group accounts of FDL Holdings Limited.
The group accounts of FDL Holdings Limited are available to the public and can be obtained as set out in note 15.

2. Significant accounting policies
Basis of accounting

The Company meets the definition of a qualifying entity under FRS 100 ‘Application of Financial Reporting
Requirements’ issued by the FRC. Accordingly, these financial statements were prepared in accordance with
Financial Reporting Standard 101 ‘Reduced Disclosure Framework’.

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that
standard in relation to financial instruments, capital management, presentation of comparative information in respect
of certain assets, presentation of a cash flow statement, standards not yet effective, impairment of assets and related
party transactions.

Where relevant, equivalent disclosures have been given in the group accounts of FDL Holdings Limited.

The financial statements have been prepared on the historical cost basis, except for the financial instruments that are
measured at revalued amounts or fair values at the end of each reporting period, as explained in the accounting
policies below. Historical cost is generally based on the fair value of the consideration given in exchange for the
goods and services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date, regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating the fair value of an asset or a liability, the Company takes
into account the characteristics of the asset or liability if market participants would take those characteristics into
account when pricing the asset or liability at the measurement date. Fair value for measurement purposes in these
financial statements is determined on such a basis, except for share-based payment transactions that are within the
scope of IFRS 2, leasing transactions that are within the scope of IAS 17, and measurements that have some
similarities to fair value but are not fair value, such as net realisable value in IAS 2 or value in use in IAS 36.

Basis of accounting (continued)

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are observable and the significance of the inputs to the fair
value measurement in its entirety, which are described as follows:

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity
can access at the measurement date;

e Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset or
liability, either directly or indirectly; and

e  Level 3 inputs are unobservable inputs for the asset or liability.

12



FUERST DAY LAWSON (U.S.A.) LIMITED

Notes to the financial statements
For the year ended 31 December 2017

2. Significant accounting policies (continued)
Going concern

The directors have, at the time of approving the financial statements, a reasonable expectation that the Company has
adequate resources to continue in operational existence for the foreseeable future. Thus, they continue to adopt the
going concern basis of accounting in preparing the financial statements. Further detail is contained in the Strategic
Report on page 1 and the Directors’ Report on pages 2 to 3.

Foreign currencies
The financial statements are presented in pounds sterling, which is the currency of the primary economic environment

in which the Company operates (its functional currency).

Transactions in currencies other than the Company’s functional currency (foreign currencies) are recognised at the
rates of exchange prevailing on the dates of the transactions. At each balance sheet date, monetary assets and
liabilities that are denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-monetary
items carried at fair value that are denominated in foreign currencies are translated at the rates prevailing at the date
when the fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign
currency are not retranslated. Exchange differences on monetary assets and liabilities are recognised in profit or loss.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable
for goods and services provided in the normal course of business, net of discounts, VAT and other sales-related taxes.
Revenue is reduced for estimated customer returns, rebates and other similar allowances.

Sale of goods
Revenue from the sale of goods is recognised when all the following conditions are satisfied:
e  the Company has transferred to the buyer the significant risks and rewards of ownership of the goods;

¢  the Company retains neither continuing managerial involvement to the degree usually associated with ownership
nor effective control over the goods sold;

e  the amount of revenue can be measured reliably; ,
e it is probable that the economic benefits associated with the transaction will flow to the entity; and

e the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Interest revenue

Interest income is recognised when it is probable that the economic benefits will flow to the Company and the amount
of revenue can be measured reliably. Interest income is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate that exactly discounts estimated future cash
receipts through the expected life of the financial asset to that asset’s net carrying amount on initial recognition.

13



FUERST DAY LAWSON (U.S.A.) LIMITED

Notes to the financial statements
For the year ended 31 December 2017

2. Significant accounting policies (continued)
Foreign currencies

The financial statements are presented in pounds sterling, which is the currency of the primary economic environment
in which the Company operates (its functional currency).

Transactions in currencies other than the Company’s functional currency (foreign currencies) are recognised at the
rates of exchange prevailing on the dates of the transactions. At each balance sheet date, monetary assets and
liabilities that are denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-monetary
items carried at fair value that are denominated in foreign currencies are translated at the rates prevailing at the date
when the fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign
currency are not retranslated. Exchange differences on monetary assets and liabilities are recognised in profit or loss.

Retirement benefit costs

The Company participates in a group defined benefit scheme which is the legal responsibility of Fuerst Day Lawson
Holdings Ltd, the immediate parent company, as the sponsoring employer. There is no contractual agreement or
stated policy for charging the net defined benefit cost in accordance with IAS 19 (Revised 2011), the Company
recognises a cost equal to its contribution payable for the period, which is presented within administrative expenses in
the income statement.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.
Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in
the income statement because it excludes items of income or expense that are taxable or deductible in other years and
it further excludes items that are never taxable or deductible. The Company’s liability for current tax is calculated
using tax rates that have been enacted or substantively enacted by the balance sheet date.

A provision is recognised for those matters for which the tax determination is uncertain but it is considered probable
that there will be a future outflow of funds to a tax authority. The provisions are measured at the best estimate of the
amount expected to become payable. The assessment is based on the judgement of tax professionals within the
Company supported by previous experience in respect of such activities and in certain cases based on specialist
independent tax advice.

14



FUERST DAY LAWSON (U.S.A.) LIMITED

Notes to the financial statements
For the year ended 31 December 2017

2. Significant accounting policies (continued)
Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets
and liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit,
and is accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for all
taxable temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary differences can be utilised. Such assets and liabilities are
not recognised if the temporary difference arises from the initial recognition of goodwill or from the initial
recognition (other than in a business combination) of other assets and liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the
asset is realised based on tax laws and rates that have been enacted or substantively enacted at the balance sheet date.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the
manner in which the Company expects, at the end of the reporting period, to recover or settle the carrying amount of
its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the
Company intends to settle its current tax assets and liabilities on a net basis.

Current tax and deferred tax for the year

Current and deferred tax are recognised in profit or loss, except when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case, the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost comprises direct materials and, where
applicable, direct labour costs and those overheads that have been incurred in bringing the inventories to their present
location and condition. Cost is calculated using the weighted average method. Net realisable value represents the
estimated selling price less all estimated costs of completion and costs to be incurred in marketing, selling and
distribution.

15



FUERST DAY LAWSON (U.S.A.) LIMITED

Notes to the financial statements
For the year ended 31 December 2017

2. Significant accounting policies (continued)

Financial instruments

Financial assets and financial liabilities are recognised in the Group’s balance sheet when the Group becomes a party
to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value through profit or loss are recognised immediately in
profit or loss.

Financial assets

All financial assets are recognised and derecognised on a trade date where the purchase or sale of a financial asset is
under a contract whose terms require delivery of the financial asset within the timeframe established by the market
concerned, and are initially measured at fair value, plus transaction costs, except for those financial assets classified
as at fair value through profit or loss, which are initially measured at fair value.

Financial assets are classified into the following specified categories: financial assets ‘at fair value through profit or
loss’ (FVTPL), ‘held-to-maturity’ investments, ‘available-for-sale’ (AFS) financial assets and ‘loans and receivables’.
The classification depends on the nature and purpose of the financial assets and is determined at the time of initial
recognition. The Group does not hold ‘held-to-maturity’ investments, ‘available-for-sale’ (AFS) financial assets.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating
interest income over the relevant period. The effective interest rate is the rate that exactly discounts estimated future
cash receipts (including all fees and points paid or received that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts) through the expected life of the debt instrument, or, where
appropriate, a shorter period, to the net carrying amount on initial recognition.

Income is recognised on an effective interest basis for debt instruments other than those financial assets classified as
at FVTPL.

Financial assets at FVTPL

Financial assets are classified as at FVTPL when the financial asset is either held for trading or it is designated as at
FVTPL. ‘ .

A financial asset is classified as held for trading if:

. it has been acquired principally for the purpose of selling in the near term; or

. on initial recognition it is a part of a portfolio of identified financial instruments that the Company manages
together and has a recent actual pattern of short-term profit-taking; or

. it is a derivative that is not designated and effective as a hedging instrument.

16



FUERST DAY LAWSON (U.S.A.) LIMITED

Notes to the financial statements
For the year ended 31 December 2017

2. Significant accounting policies (continued)

Financial assets at FVTPL (continued)

A financial asset other than a financial asset held for trading may be designated as at FVTPL upon initial recognition

if:

. such designation eliminates or significantly reduces a measurement or recognition inconsistency that would
otherwise arise; or -

. the financial asset forms part of a group of financial assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis, in accordance with the Company's documented risk
management or investment strategy, and information about the grouping is provided internally on that basis; or

. it forms part of a contract containing one or more embedded derivatives, and IAS 39 Financial Instruments:
Recognition and Measurement permits the entire combined contract (asset or liability) to be designated as at
FVTPL.

Financial assets at FVTPL are stated at fair value, with any gains or losses arising on remeasurement recognised in
profit or loss. The net gain or loss recognised in profit or loss incorporates any dividend or interest earned on the
financial asset and is included in the ‘other gains and losses’ line item in the income statement.

Loans and receivables

Trade receivables, loans, and other receivables that have fixed or determinable payments that are not quoted in an
active market are classified as ‘loans and receivables’. Loans and receivables are measured at amortised cost using the
effective interest method, less any impairment. Interest income is recognised by applying the effective interest rate,
except for short-term receivables when the recognition of interest would be immaterial.

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at each balance sheet date.
- Financial assets are impaired where there is objective evidence that, as a result of one or more events that occurred
after the initial recognition of the financial asset, the estimated future cash flows of the investment have been affected.

For listed and unlisted equity investments classified as AFS, a significant or prolonged decline in the fair value of the
security below its cost is considered to be objective evidence of impairment.

For all other financial assets, including redeemable notes classified as AFS and finance lease receivables, objective
evidence of impairment could include:

. significant financial difficulty of the issuer or counterparty; or
. default or delinquency in interest or principal payments; or
. it becoming probable that the borrower will enter bankruptcy or financial re-organisation.

For certain categories of financial asset, such as trade receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a collective basis. Objective evidence of impairment for a
portfolio of receivables could include the Company’s past experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the average credit period of 60 days, as well as observable changes
in national or local economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the impairment is the differences between the asset’s

carrying amount and the present value of estimated future cash flows, discounted at the financial asset’s original
effective interest rate.
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FUERST DAY LAWSON (U.S.A.) LIMITED

Notes to the financial statements
For the year ended 31 December 2017

2. Significant accounting policies (continued)
Impairment of financial assets (continued)

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount is reduced through the use of an allowance account. When
a trade receivable is considered uncollectible, it is written off against the allowance account. Subsequent recoveries of
amounts previously written off are credited against the allowance account. Changes in the carrying amount of the
allowance account are recognised in profit or loss.

With the exception of AFS equity instruments, if, in a subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after the impairment was recognised, the previously
recognised impairment loss is reversed through profit or loss to the extent that the carrying amount of the investment
at the date the impairment is reversed does not exceed what the amortised cost would have been had the impairment
not been recognised.

Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another
entity. If the Company neither transfers nor retains substantially all the risks and rewards of ownership and continues
to control the transferred asset, the Company recognises its retained interest in the asset and an associated liability for
amounts it may have to pay. If the Company retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Company continues to recognise the financial asset and also recognises a collateralised
borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the difference between the asset's carrying amount and the sum of
the consideration received and receivable and the cumulative gain or loss that had been recognised in other
comprehensive income and accumulated in equity is recognised in profit or loss.

On derecognition of a financial asset other than in its entirety (e.g. when the Company retains an option to repurchase
part of a transferred asset), the Company allocates the previous carrying amount of the financial asset between the
part it continues to recognise under continuing involvement, and the part it no longer recognises on the basis of the
relative fair values of those parts on the date of the transfer. The difference between the carrying amount allocated to
the part that is no longer recognised and the sum of the consideration received for the part no longer recognised and
any cumulative gain or loss allocated to it that had been recognised in other comprehensive income is recognised in
profit or loss. A cumulative gain or loss that had been recognised in other comprehensive income is allocated between
the part that continues to be recognised and the part that is no longer recognised on the basis of the relative fair values
of those parts.

Financial liabilities and equity
Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance
of the contractual arrangement.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of
its liabilities. Equity instruments issued by the Company are recognised at the proceeds received, net of direct issue
costs.

Repurchase of the Company's own equity instruments is recognised and deducted directly in equity. No gain or loss is
recognised in profit or loss on the purchase, sale, issue or cancellation of the Company's own equity instruments.
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FUERST DAY LAWSON (U.S.A.) LIMITED

Notes to the financial statements
For the year ended 31 December 2017

2. Significant accounting policies (continued)

Financial liabilities

Financial liabilities are classified as either financial liabilities ‘at FVTPL’ or ‘other financial liabilities’.
Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial liability is either held for trading or it is designated
as at FVTPL.

A financial liability is classified as held for trading if:

. it has been incurred principally for the purpose of repurchasing it in the near term; or

. on initial recognition it is part of a portfolio of identified financial instruments that the Company manages
together and has a recent actual pattern of short-term profit-taking; or

. it is a derivative that is not designated and effective as a hedging instrument.

A financial liability other than a financial liability held for trading may be designated as at FVTPL upon initial

recognition if:

. such designation eliminates or significantly reduces a measurement or recognition inconsistency that would
otherwise arise; or

. the financial liability forms part of a group of financial assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis, in accordance with the Company’s documented risk
management or investment strategy, and information about the grouping is provided internally on that basis; or

. it forms part of a contract containing one or more embedded derivatives, and IAS 39 Financial Instruments:
Recognition and Measurement permits the entire combined contract (asset or liability) to be designated as at
FVTPL.

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on remeasurement recognised in
profit or loss. The net gain or loss recognised in profit or loss incorporates any interest paid on the financial liability
and is included in the ‘other gains and losses’ line item in the income statement.

Other financial liabilities
Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs.

Other financial liabilities are subsequently measured at amortised cost using the effective interest method, with
interest expense recognised on an effective yield basis.

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future
cash payments through the expected life of the financial liability, or, where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company’s obligations are discharged,
cancelled or they expire.
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FUERST DAY LAWSON (U.S.A.) LIMITED

Notes to the financial statements
For the year ended 31 December 2017

2. Significant accounting policies (continued)
Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past
event, it is probable that the Company will be required to settle that obligation and a reliable estimate can be made of
the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation
at the balance sheet date, taking into account the risks and uncertainties surrounding the obligation. Where a provision
is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present value of
those cash flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third
party, a receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the
amount of the receivable can be measured reliably.

3. Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, which are described in note 2, the directors are required to
make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources.

There are no key assumptions concerning the future, nor key sources of estimation uncertainty at the balance sheet

date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year.

4, Revenue

An analysis of the company’s revenue is as follows:

Year ended 31 Year ended 31

December December
2017 2016
£ £
Sales of'goods 17,199,245 20,383,793
17,199,245 20,383,793
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FUERST DAY LAWSON (U.S.A.) LIMITED

Notes to the financial statements
For the year ended 31 December 2017

5. Staff costs

The average monthly number of employees (including executive directors) was:

Year ended 31 Year ended 31
December December
2017 2016
Number Number
Administration and Sales 14 9
14 9
Their aggregate remuneration comprised:

Year ended 31 Year ended 31
December December

2017 2016

£ £

Wages and salaries . 636,150 583,503
Social security costs 71,300 63,934
Other pension costs 3,972 4,153
711,422 651,590

The directors of the Company were not entitled to any remuneration for their services to the Company for the year

ended 31 December 2017 (2016: £nil).

6. Net finance (cost)

Year ended 31 Year ended 31

December December

2017 2016

£ £

Interest payable and similar charges on bank loans and overdrafts (210) (1,622)
Interest receivable and similar income : - -
(210) (1,622)
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FUERST DAY LAWSON (U.S.A.) LIMITED

Notes to the financial statements
For the year ended 31 December 2017

7. Tax
Year ended 31 Year ended 31
December December
2017 2016
£ £
Corporation tax:
UK corporation tax 299,798 282,813
Adjustments in respect of prior years
- UK corporation tax - 1
299,798 282,814
Double taxation relief (4,437) (4,607)
Total UK corporation tax charge 295,361 278,207
Foreign tax charge on income for the year 4,815 4,607
300,176 282,814

Corporation tax is calculated at 19.25% (2016: 20%) of the estimated taxable profit for the year.

As enacted in the Finance Act (No. 2) 2016, the standard rate of corporation tax in the UK changed from 20% to 19%
from 1 April 2017, to 18% from 1 April 2018 and to 17% from 1 April 2020. These changes in future tax rates have
no significant impact on the taxation charge of the Company for the year ended 31 December 2017.

The charge for the year can be reconciled to the profit in the income statement as follows:

Year ended 31 Year ended 31
December December
2017 2016
£ £
Profit before tax 1,557,390 1,414,067
Tax at the UK corporation tax rate of 19.25% (2016: 20 %) 299,798 282,813
Adjustments recognised in current period that relate to the taxation of
prior periods 378 1
Tax expense for the year 300,176 282,814
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Notes to the financial statements
For the year ended 31 December 2017

7. Tax (continued)

UK Corporation tax payable

Current tax liability

8. Profit for the year

Profit for the year has been arrived at after charging:

Fee’s payable to the Company’s auditor for:
- audit of annual accounts

9. Inventories

Raw materials for resale and for production

Finished goods manufactured from purchased raw materials

10. Trade and other receivables

Amount receivable for the sale of goods
Amounts owed by group undertakings

Amounts falling due within one year

At 31 December

At 31 December

2017 2016

£ £

(154,940) (207,921)
(154,940) (207,921)
Year ended 31 Year ended 31
December December
2017 2016

£ £

11,050 11,129

At 31 December

At 31 December

2017 2016

£ £
3,566,444 2,690,386
3,566,444 2,690,386

At 31 December

At 31 December

2017 2016

£ £
1,464,783 853,860
2,063,605 695,577
3,528,388 1,549,437
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11.  Trade and other payables

Trade payables
Amounts owed to group undertakings

Amounts falling due within one year:

12. Financial instruments

Categories of financial instruments:

Financial assets
Cash and bank balances

Loans and receivables
Trade and other receivables

Financial liabilities

Held at amortised cost
Trade and other payables

13.  Contingent liabilities

At 31 December

At 31 December

2017 2016

£ £
1,907,202 1,422,199
2,132,450 1,071,657
4,039,652 2,493,856

At 31 December
2017
£

84,320

1,464,783

(1,907,202)

At 31 December
2016
£

189,299

853,860

(1,422,199)

The Company has entered into guarantees securing certain banking facilities of its parent company and fellow
subsidiaries. The loans and overdrafts drawn down by other group companies in respect of such facilities amounted to

£24,953,498 at 31 December 2017 (2016: £37,992,640).

The compahy is a member of a VAT group in the United Kingdom and is jointly liable for the VAT liabilities of other
FDL subsidiaries with the group. These liabilities at 31 December 2017 amounted to £189,659 (2016: £nil)

The Company has entered into an indemnity agreement with its bankers as at 31 December 2017, in respect of a
guarantee to the US Customs Service $200,000 - £147,907 (2016: $200,000 - £162,285).
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14.  Related party transactions

During the year, the Company entered into the following trading transactions with related parties:

Sale of goods Purchase of goods
For the year/period ended 31 December 2017 2016 2017 2016
£ £ £ £
Fellow subsidiary undertakings:
Fuerst Day Lawson Inc : 1,733,393 2,199,663 - -
Fuerst Day Lawson Limited - - 114,525 119,732
1,733,393 2,199,663 114,525 119,732

Sales and purchases of goods to/from related parties were made cost price plus a 10% margin.

Service Charge Income

Service Charge Cost

For the year/period ended 31 December 2017 2016 2017 2016
£ £ £ £
Fellow subsidiary undertakings:
Fuerst Day Lawson Inc
Sales agency charge 993,480 944,162 - -
Toll processing charge ’ - - - -
Fuerst Day Lawson Limited
Management service charge - - 1,350,000 1,250,000
993,480 944,162 1,350,000 1,250,000
The following amounts were outstanding at the statement of financial position date:
Service Charge Income Service Charge Cost
2017 2016 2017 2016
At 31 December £ £ g £
Parent undertakings:
FDL Holdings Limited - - R -
FDL Acquisition No.1 Limited - - - -
FDL Acquisition No.2 Limited - - - -
Fuerst Day Lawson Holdings Limited : 1,709,621 695,577 - -
Fellow subsidiary undertakings:
FDL Americas Limited - - - -
Fuerst Day Lawson Inc - - 2,132,450 637,863
Fuerst Day Lawson Limited 353,984 - - 433,794
Fuerst Day Lawson (India) Pvt Limited _ - - - -
Fuerst Day Lawson International Trade (Shanghai) Co. Ltd - - - -
2,063,605 695,577 2,132,450 1,071,657

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received. No
provisions have been made for doubtful debts in respect of the amounts owed by related parties.
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15.  Controlling party

Throughout the year ended 31 December 2017 the Company’s immediate parent company was Fuerst Day Lawson
Holdings Limited, a company incorporated in United Kingdom and registered in England and Wales. On 18 February
2016, a majority holding in Fuerst Day Lawson Holdings Ltd and its subsidiaries was acquired by Highlander
Partners, L.P., a private equity firm based in Dallas, Texas, U.S.A.

As a result of the acquisition a newly established company, FDL Holdings Limited heads the smallest and largest
group in which these accounts are consolidated. Copies of the consolidated group accounts for FDL Holdings Limited
are available from Companies House, Crown Way, Cardiff CF14 3UZ.

At 31 December 2017, the ultimate controlling party was Laurence E. Hirsch of Dallas, Texas, U.S.A.

16. Events subsequent to the year-end

The directors consider that there are no significant disclosable events subsequent to the year-end.
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