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Cathay Investments 2 Limited

Strategic Report for the Year Ended 31 December 2022

The directors present their strategic report for the year ended 31 December 2022,

Fair review of the business

In April 2022 the group acquired CAJ Mercian Holdings Limited, and its trading subsidiary Mercian Logistics Limited,
which provides courier and pallet services from its basis in Herefordshire. Details of the acquisition are included in
note 16. The acquisition of Mercian allows the group to offer improved transport services to its customers and, during
the year, we have started to integrate the operations of Mercian together with our existing businesses to provide
transport as well as logistics services to our customers. However, during the year Mercian contributed a loss to the
group which has reduced profitability overall. The warehousing business has refocused in the year, changing its mix of
clients from high activity dients with lower profitability to lower activity higher margin work, which has improved the
profitability of the existing members of the group.

The directors are not aware of any likely changes in the group's activities next year.

The group made a profit before tax for the year of £467,629 (2021 - £1,609,946). The statement of financial position
shows total assets of £48,084,739 (As ar 31 December 2021 - £50,686,022), total liabilities of £48,567,007 {As at 31
December 2021 - £50,179,506} and net liabilities of £482,268 (As at 31 December 2021 - net assets of £506,516).

Whilst individuat companies within the group have positive net assets, the group as a whole has consolidated net
liabilities, This results from the amortisation of the contract assets acquired on acquisition which offsets on
consotidation the profits made in the individual group companies and the dividend and share repurchase in the year
(which have been adequately funded by individual company reserves). The group as a whole has reported a profit for
the year and as the effects of the unwinding of intangible assets expire we expect to return to positive consolidated
net assets in the future.

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

Unit 2022 2021
EBITDA [1] from continuing operations E 7,869,449 8,970,019
Cash generated from continuing operations £ 7,615,143 6,439,568

All key performance indicators have been calculated on the group's continuing businesses.

[1] - Adjusted EBITDA = Earnings before interest, tax, depreciation and amortisation adjusted to remove exceptional
items.

EBITDA dedlined in 2022 due primarily to the losses in the acquired business, Cash generated from operations
impraved as the group maintained greater stability in the level of its working capital in 2022 compared to 2021.

Principal risks and uncertainties

The performance of the group is to some extent determined by the sales performance of its clients. The range of
markets covered by its clients and the quality of those clients helps to mitigate this risk, providing diversification and
trading stability. The company is also dependent upon the performance of key service providers principally staffing
agencies and transport providers. The company continually reviews the performance of its service providers to look for
ways ta mitigate risk.

During 2022 the ongoing risk from Covid-19 has reduced as we have become used to new ways of working. As the
governments across Europe have moved from lock down to living with cavid we have been able to adapt our working
practices whilst maintaining safe working systems to maintain our commitment to providing a safe environment.

The group's overall risk management programme focuses on the unpredictability of the marketplace and seeks to
minimise potential adverse effects on the group's financial performance. Risk management is carried out by the
operating divisions under policies approved by the board of directors.
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Cathay Investments 2 Limited

Strategic Report for the Year Ended 31 December 2022
Directors' statement of compliance with duty to promote the success of the company

The Directors of the Company, as those of all UK companies, must act in accordance with a set of general duties.
These duties are detailed in section 172 of the Companies Act 2006 which is summarised as follows:

A director of a company must act in the way he considers, in good faith, would be most likely to promote the success
of the company for the henefit of its members as a whole, and in doing so have regard (amongst other matters) to:

a. the likely consequences of any decision in the long term;

b. the interests of the company's employees;

c. the need to foster the company's business relationships with suppliers, customers, and others;

d. the impact of the company's operations on the community and the environment;

e. the desirability of the company maintaining a reputation for high standards of business conduct; and
f. the need to act fairly as between members of the company.

We provide key business services to our clients which underpin their business supply chains. It is important that we
effectively identify, evaluate and manage risks we face, and we continue ta evalve our approach to risk management.
For details of principal risks and uncertainties see the relevant sections of the strategic and directors’ reports. The
following paragraphs summarise how the Directors fulfil their duties:

Qur peaple

The Comparny is committed to being a responsible business and to consult and discuss with employees matters which
are likely to affect their interest and we aim to increase awareness of the wider group with employees of the Company
through regular briefings and newsletters.

Shareholders

Immediate sharehalders comprise the parent undertakings within the Chaing Equities Limited group, the ultimate
shareholders of Chaing Equities Limited and minority shareholders in intermediate holding companies, All of the
individuals are either directors of the company or senior employees within the wider group structure, Communication
and regular engagement with Shareholders is given a high priority by the Directors.

Business relationships

Qur strategy prioritises cross selling and upselling of services to existing clients. To do this we need to maintain strong
client relationships, We value all of our suppliers and enter into appropriate contracts where necessary. Further details
are in the directors’ report.

Community and environment

By its nature, the business has humbers of trucks driving on the road each day and the biggest impact on the wider
community is how drivers and employees interact with the community as they carry out their business, We are
committed to reducing incidents involving our fleet and we provide training and hold discussions to promote this with
everyone invalved in fleet aperations.

Streamiined energy & carbon reporting

None of the group's UK subsidiaries are large companies and therefore, are not obliged to report under the SECR
regulations. Accordingly, the group has excluded the data from the subsidiary cempanies for its report, The parent
company consumes less than 40MWh of energy per year and is, therefore, exempt from providing full disclosure in the
directors' report.

Approved by the Board on 27 September 2023 and signed on its behalf by:

K Johnson
Director
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Cathay Investments 2 Limited

Directors’ Report for the Year Ended 31 December 2022

The directors present their report and the consolidated financial statements for the year ended 31 December 2022.

Directors of the group

The directors, who held office during the year, were as follows:
B Chaing

K Johnson

D Nichalas

G Thwaites (resigned 13 July 2022)

M Chaing

S Chaing

Principal activities

The principal activity of the company is that of a holding company.

The principal activities of the group are:

- import and distribution of toys, costumes, stationery and seasonal products;
- warehousing, storage services, road haulage, transport and logistics services;
- freight forwarding, associated logistics and distribution including e-fulfilment;
- design, manufacture and distribution of greeting cards;

- information technology consultancy services; and

- pravision of courier and pallet transport services.

Dividends
During the year, an interim dividend totailing £1,000,000 was paid (2021 - £1,000,003).

Post balance sheet events

On 29 June 2023 the company declared a dividend of £2,779,440 in respect of the A Ordinary shares and £220,506 in
respect of the B Ordinary shares. There were no conditions or restrictions associated with the dividend.

Financial instruments

Price risk, credit risk, liquidity risk and cash flow risk

The group's operations expose it to a variety of financial risks including the effects of changes in interest rates on debt,
credit risk and liquidity risk.

The group does not have any material exposures in any of these areas and, consequently does not use derivative
instruments to manage these expaosures. The group's principal financial instruments comprise bank loans, preference
shares, sterling cash and bank deposits, together with trade receivables and trade payables that arise directly from its
operations.

The main risks arising frorn the group's financial instruments can be analysed as follows:

Price risk

The group is hot exposed to equity securities price risk or commodities price risk. The company is exposed to price risk in
respect of utility bills and general inflation. Significant increases in energy costs have been incurred in the year and are
expected to be sustained in future years. It is unlikely the group will be able to secure fixed price energy contracts in the
short to medium term. High levels of inflation in the economy, coupled with increases in the wage rates, have also led to
costs pressure,

Foreign currency risk

The group has no significant foreign currency risk as the majority of the group's transactions are carried out in sterling.

Credit risk

The group has no significant concentrations of customer credit risk. It has policies in place to ensure that sales of
products and services are made to credit approved customers aithough not all of the customers are insurable,
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Cathay Investments 2 Limited

Directors' Report for the Year Ended 31 December 2022

Financial instruments (continused)

Liguidity risk

The group is funded by shareholders' funds, directors’ loans and bank debt. The group is exposed to risk through having
loan repayment obligations as described in note 23. There are no significant repayments falling due immediately and the
group manitors its cash flow and loan maturities carefully to manage these risks.

Cash flow interest rate risk

Group policy is to obtain short term borrowing on fixed rates when required. All current borrowings are on variable rates.

Employment of disabled persons

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

Employee involvement

Maintaining the quality and commitment of employees is an important factor for the continued success of the group.
Employees' performance is aligned to the group's objectives through an annual review process that is catried out with all
employeeas,

Engagement with suppliers, customers and others

We engage with customers at all levels of the business, There is day to day engagement by operations staff making pick
ups and deliveries and by the customer services team, regular engagement by operations managers and key cliant
contacts, and where necessary by directors to ensure that clients are happy and appropriate contracts are in place.

We take reasonable steps to ensure our suppliers comply with our standards such as those relating to modern slavery.

Gaing concern
The directors have considered carefully the appropriateness of adopting the going concern basis for these accounts.

The Company is part of a larger group, headed by Chaing Equities Limited (the Group) and the ability of the Company to
continue as a going concern is linked to the health of the Group in general. The Company and Group has three primary
sources of funding:

- Cash generated from the profits of the Group;

- Loans from shareholders / directors (which are subordinate to the bank funding described below); and

- Bank facilities provided by HSBC UK Bank plc.

Although each company handles its own cash and bank accounts on a day to day basis, the Group bank facilities and
liquidity in general are managed centrally.

In considering the gaing concern basis, the directors have prepared a forecast model including monthly profit and loss
accounts, balance sheets and cash flows for the period to 31 December 2024. The forecast is built on a bottam up basis,
company by company, and adopts 2022 as its base year. The results for 2022 are based on the actual results. Following
the successful roli-out of vaccines and subsequent relaxation of Covid restrictions during 2021, the impact of Covid-19 on
the forecast is very limited. However, current high rates of inflation, increasing interest rates and the threat of recession
may impact the company and the forecast assumes no significant growth generally.

The Group as a whole has different lines of business and operates across several European countries. The impact of
recession may differ across different countries and different businesses.
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Cathay Investments 2 Limited

Directors' Report for the Year Ended 31 December 2022

Going concern (continued)

In our chemicals and materials business, there was a definite downturn in demand during the initial lockdowns across all
territories and turnover fell significantly. 2021 saw some improvement as the effects of Covid eased and this continued
into 2022 with Lantor in particular seeing rapid growth in sales. The operations of these companies were also affected in
2021 by a worldwide shortage of raw materials and spiralling transport costs aithough again, this eased somewhat in the
first half of 2022. As a manufacturing entity, Lantor has been particutarly impacted by increases in energy costs and has
seen a near quadrupling of annual spend on energy costs since 2020. However, that has eased slightly toward the end of
2022 and in early 2023. This is not assumed to improve further, indeed total costs are forecast to be higher, although
gas prices have dropped a little in recent months, Cost increases have been mitigated by growth in sales and strong cost
control.

Cur logistics businesses, which operate predeminantly in the UK, benefited from increased consumer demand online
during the Covid pandemic, As anticipated this has softened during 2022 and the threat of recession means this is
unlikely to improve for the time being. However, over the last 12 months our sales mix has also moved more toward 828
and long term storage customers and this helped us to significantly improve margins during 2022,

With regard to bank facilities, these fall into two main categories:

- Invoice Finance facilities — these provide working capital funding for many of the Group companies, particularly thase in
the UK.
- Senior debt loan facilities that were used to fund previous acquisitions,

The loan facilities are fully drawn, but the inveice finance facilities are not. Whilst the drawn balance on inveice finance
facilities fluctuates according to need, those facilities have never been fully drawn and there is no expectation that they
will be. This is supported by the forecasts, which assume no additionat draw on these facilities and suggest that
considerable headroom will remain available. Cash balances and availability against these facilities are actively monitored
by Group management an a weekly basis.

The bank facilities contain certain covenants that need to be met. The principal covenants relate to leverage and debt
service, ratios that take a measure of EBITDA divided by debt and a measure of cash flow divided by debt service
respectively. Our leverage must remain below 2.5x {excluding working capital facilittes). Qur ¢ash flows must remain
above 1.2x debt service requirements. These covenants have been met throughout 2021, 2022 and 2023 to date and the
farecasts indicate that they will continue to be met.

The facilities secure funding for the group until Q1 2025.

In forming their conclusion the directors have also considered various alternative scenarios, principally incorporating
unexpected falls in szales into the forecast. In all scenarios the forecasts show continued strong levels of cash and
continuing availability against invoice finance facilities, This also ignores any further mitigating actions that management
could take i required, for example, further working capital management and/or cost reductions.

As a consequence the directors consider it appropriate to adopt the going concern basis for these accounts.



DocuSign Envelope ID: F676B10F-AF13-4F27-A40F-43A6E2D7D787

Cathay Investments 2 Limited

Directors' Report for the Year Ended 31 December 2022

Statement of directors’ responsibilities

The directors are responsible for preparing the Strategic Report, Directors' Report and the financial statements in
accordance with applicable iaw and regulations.

Company law reniiires the directors to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial statements in accordance with international accounting standards in contormity with
the requirements of the Companies Act 2006. 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 period. In preparing these financial statements,
the directors are required to:

- select suitable accounting policies and apply them consistently;
- make judgements and accounting estimates that are reasonable and prudent;

" state whether applicable international accounting standards in conformity with the requirements of the Companies Act
2006 have beaen followed, subject to any material departures disclosed and explained in the financial statements; and

- prepare the financial statements on the gaing concern basis unless it is inappropriate to presume that the group and
the company will continue in business,

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the group's
and the company's transactions ang 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 Companies Act 2006. They are
alsa 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 irregularities.

The directors are responsible for preparing the annual report in accordance with applicable law and regulations. The
directars consider the annual report and the financial statements, taken as a whole, provides the information necessary
to assess the group's perfermance, business model and strategy and is fair, balanced and understandable.

The directars are responsible for the maintenance and integrity of the corporate and financial information included on the
group's website, Legislation in the United Kingdom governing the preparation and dissemination of financial statements
may differ frem legislation in other jurisdictions.

To the best of our knowledge:

- the financial statements, prepared in accordance with the requirements of the Companies Act 2006, give a true and fair
view of the assets, liabilities, financial position and profit or loss of the company and the undertakings included in the
consolidation taken as a whole; and

~ the annual report, including the Strategic Report, includes a fair review of the development and performance of the
business and the position of the company and the undertakings included in the consolidation taken as a whole,
together with a description of the principal risks and uncertainties that they face.

Disclosure of information to the auditor

The directors confirm that:

- so far as the directors are aware, there is no relevant audit information of which the company's auditor is unaware;
and

" the directors have taken all the steps that they ought to have taken as director in order to make themselves aware of
any relevant audit information and to establish that the company's auditor is aware of that information.

Approved by the Board on 27 September 2023 and signed on its behalf by:

K Johnson
Director
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Independent auditor’s report to the members of Cathay Investments 2 Limited

Opinion

We have audited the financial statements of Cathay Investments 2 Limited (the ‘parent company”) and its subsidiaries
(the ‘group’} for the year ended 31 December 2022, which comprise Consolidated Income Statement, Consolidated
Statement of Comprehensive Inceme, Consolidated Statement of Financial Position, Company Statement of Financial
Position, Consolidated Statement of Changes in Equity, Company Statement of Changes in Equity, Consolidated
Statement of Cash Flows, Cormnpany Statement of Cash Flows and notes to the financial statements, induding a
summary of significant accounting policies. The financial reporting framework that has been applied in their preparation
is applicable law and UK-adopted international accounting standards and, as regards the parent company financial
statements, as applied in accordance with the provisions of the Companies Act 2006,

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 2022 and of the group’s profit for the year then ended;

« the group financial statements have been properly prepared in accordance with UK-adopted international
accounting standards;

« the parent company financial statements have been praperly prepared in accordance with UK-adopted
international accounting standards and as applied in accordance with the provisions of the Companies Act 2006; and

» the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK} (ISAs (UK)) and applicable law.
Qur 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 group and the parent company in accordarnce
with the ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC's
Ethical Standard, and we have fulfiled 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.

Canclusions relating to going concern

We are responsible for cancluding on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events qr conditions that
may cast significant doubt an the group’s and the parent company’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our report to the related disclosures in
the financial statements or, if such disclosures are inadequate, to modify the auditor's opinion. Qur conclusions are
based on the audit evidence obtained up to the date of our report. However, future events or conditions may cause the
group or the parent company to cease to continue as a going concern.

In qur evaluation of the directors’ conclusions, we considered the inherent risks associated with the group’s and the
parent company’s business model including effects arising from macro-econemic uncertainties such as the current
economic environment, we assessed and challenged the reasonableness of estimates made by the directors and the
related disclosures and analysed how those risks might affect the group’s and the parent company’s financial resources
or ability to continue operations over the geing concern period.

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting
in the preparation of the financial statements is appropriate.

Based on the wark we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the group’s and the parent company’s ability to
cantinue as a going concern far a period of at least twelve months from when the financial statements are authorised
for issue,

The responsibilities of the directors with respect to going concern are described in the ‘Responsibilities of directors for
the financial statements’ section of this repart.
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Independent auditor’s report to the members of Cathay Investments 2 Limited

Other information

The other information comprises the information included in the annual report, other than the financial statements and
our auditor’'s report thereon. 'he directors are responsible for the other information contained within the annual report.
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 nat express any form of assurance conclusion thereon.

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 incansistencies or apparent material misstatements, we are required to
determine whether there is a material misstatement in the financial statements themselves. 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 this regard.

Opinions on other matters prescribed by the Companies Act 2006
In qur opinion, based on the work undertaken in the course of the audit:

e the inforrnation 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
o the strategic report and the directors’ report have been prepared in accordance with applicable legal

requirements,

Matter on which we are required to report under the Companies Act 2006

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

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires us
to report to you if, in our opinion:
& adequate accounting records have not been kept by the parent company, or returns adequate for our audit have
not been received from branches not visited by us; or
= the parent company financial statements are not in agreement with the accounting records and returns; or
 certain disclosures of directors’ remuneration specified by law are not made; or

» we have nat received all the information and explanations we require for our audit.

Responsibilities of directors for the financial statements

As explained more fully in the directors’ responsibilities statement set out on page 7, 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 ar error.

In preparing the financial statements, the directors are responsible for assessing the group’s and the parent company’s
ability to continue as a going concern, disclosing, as applicable, matters related to geing concern and using the going
concern basis of accounting unless the directors either intend to liquidate the group or the parent company or to cease
operations, or have no realistic alternative but to do so.
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Independent auditor's report to the members of Cathay Investments 2 Limited

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 errar, 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
I5As (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.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. The extent to which our
procedures are capable of detecting irregularities, including fraud, is detailed below:

s We understood how the group and parent are complying with those legal and regulatory framewarks by making
enguiries of management, those rasponsible for legal and compliance procedures and the company secretary. We
corroborated our enquiries through our review of board minutes and correspondence received from regulatory
bodies.

« We obtained an understanding of the legal and regulatory frameworks that are applicable to the group and parent
and determined that the most significant which are directly relevant to specific assertions in the financial statements
are those related to the reporting frameworks (International and UK GAAP and the Companies Act 2006),

» In addition, we concluded that there are certain significant laws and regulations that may have an effect on the
determination of the amounts and disclosures in the financial statements and those laws and regulations relating to
health and safety, employee matters, environmental, and bribery and corruption practices.
» We assessed the susceptibility of the group and parent’s financial statements to materiat misstatement, including
how fraud might occur, by evaluating management’s incentives and opportunities for manipulation of the financial
statements. This included the evaluation of the risk of management gverride of controls. We determined that the
principal risks were in relation to:
o journal entries on unusual user postings, unexpected dates and those journais around the year end; and
o potential management bias in journals, determining accounting estimates and any significant transactions
outside of the normal conduct of business operations.
+ Our audit procedures involved:
o evaluation of the design effectiveness and assessing the design effectiveness of controls that management
has in place to prevent and detect fraud;
o journal entry testing, including those with unusual user postings, unexpected dates and those journals around
the year end;

o challenging assumptions and judgements made by management in its significant accounting estimates; and

o assessing the extent of compliance with the relevant laws and regulations as part of our procedures on the
related financial statement item.

« In addition, we completed audit procedures to conclude an the compliance of disclosures in the report and
accounts with applicable financial reporting requirements.

« These audit procedures were designed to provide reasonable assurance that the financial statements were free
from fraud or error. The risk of not detecting a material misstatemnent due to fraud is higher than the risk of not
detecting one resulting from error and detecting irregularities that result from fraud is inherently more difficult than
detecting those that result from error, as fraud may invelve collusion, deliberate concealment, fargery or intentional
rmisrepresentations. Also, the further removed non-compliance with laws and regulations is from events and
transactions reflected in the financial statements, the less likely we would become aware of it.

10
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Independent auditor’s report to the members of Cathay Investments 2 Limited

Auditor’s responsibilities for the audit of the financial statements (continued)

¢ The engagement partner assessed whether the engagement team collectively had the appropriate competence
and capabilities Lo idenlily or recoynise non-compliance with taws and regulations through the follewing:

o understanding of, and practical experience with audit engagements of & similar nature and complexity
through appropriate training and participation; and
o knowledge of the industry in which the client operates.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's
repart.
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. Ta the fullest extent permitted
by law, we do nat 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.

G\I’Dﬂ‘l" /m;ﬁ cae LI
Marc Summers BSc (Hons) FCA
Senior Statutory Auditor
for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
LONDON
Date: 27/9/2023

11
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Cathay Investments 2 Limited

Consolidated Income Statement for the Year Ended 31 December 2022

2022 2021
Note £ £
Revenue 5 39,371,328 43,418,713
Cost of sales (18,681,917) (22,035,093)
Gross profit 20,689,411 21,383,620
Qther income 6 39,027 104,604
Distribution costs (3,845,599) (4,401,793)
Administrative expenses (15,030,291) (14,081,707)
Operating profit 7 1,852,548 3,004,724
Finance income 10,403 3,492
Finance costs (1,395,322) (1,398,270}
Net finance costs 8 (1,384,919} (1,394,778)
Profit hefore tax 457,629 1,609,946
Tax charge 12 (84,002) (84,611)
Profit for the year 383,627 1,525,335
Profit attributable to:
Owners of the company 383,627 1,525,335

The above results were derived from continuing operations.

The notes on pages 21 to 51 form an integral part of these financial statermnents.
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DocuSign Envelope ID: FE76B10F-AF 13-4F27-A40F43A6EE2D7D787

Cathay Investments 2 Limited

Consolidated Statement of Comprehensive Income for the Year Ended 31 December

2022
2022 2021
£ £
Profit for the year 383,627 1,525,335
Total comprehensive income for the year 383,627 1,525,335
Total comprehensive income attributable to:
Owners of the company 383,627 1,525,335

The notes on pages 21 to 51 form an integral part of these financial statements.
13



DocuSign Envelope ID: F676B10F-AF13-4F27-A40F-43A6E2D7D787

Cathay Investments 2 Limited

{Registration number: 07475530}
Consolidated Statement of Financial Position as at 31 December 2022

2022 2021
Note E £
Non-current assets
Property, plant and equipment 13 30,098,483 32,618,382
Intangible assets 14 4,487,238 3,766,914
Investments 15 10,000 -
Deferred tax assets 12 - 99,422
34,595,721 36,484,718
Current assets
Inventories 18 957,954 919,016
Trade and other receivables 19 8,978,319 8,131,473
Cash and cash equivalents 20 3,552,745 5,150,815
13,489,018 14,201,304
Total assets 48,084,73% 50,686,022
Equity
Share capital 21 14,001 14,802
Capital redemption reserve 801 -
Retained earnings (497,070 491,714
Equity attributable to owners of the company (482,268) 506,516
Non-current liabilities
Loans and borrowings 23 7,155,378 5,382,011
Provisions 25 1,115,072 974,000
Lease liability 17 25,574,987 27,637,450
Deferred tax liabilities 12 561,702 355,354
34,407,139 35,348,815
Current fiabilities
Trade and other payables 26 6,107,831 6,416,113
Loans and borrowings 23 954,841 944,041
Provisions 25 3,199,163 2,589,167
Lease liability 17 3,898,033 4,449,384
Corporation tax liability - 431,986
14,159,868 14,830,691
Total liabilities 48,567,007 50,179,506
Total equity and liabilities 48,084,739 50,686,022
Approved by the Board on 27 September 2023 and signed on its behalf by:
. . Sow.
KJohnson
Director

The notes on pages 21 to 51 form an integral part of these financial statements.
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DocuSign Envelope 1D: FE76B10F-AF13-4F27-A40F-43A6E2D7D787

Cathay Investments 2 Limited

(Registration number: 07475530)
Company Statement of Financial Position as at 31 December 2022

2022 2021
Note £ £
Non-current assets
Investments 15 14,432,538 12,766,699
Current assets
Trade and other receivables 19 1,254,720 721,279
Cash and cash equivalents 20 81,325 251,093
1,336,045 972,372
Total assets 15,768,583 13,739,071
Equity
Share capital 21 14,001 14,802
Capital redemption reserve 801 -
Retained earnings 4,622,726 6,164,233
Total equity 4,637,528 6,179,035
Non-currerit liabilities
Loans and borrowings 23 7,132,011 6,382,011
Current liabilities
Trade and cther payables 26 3,055,003 233,984
Loans and borrowings 23 944,041 944,041
3,999,044 1,178,025
Total liabilities 11,131,055 7,560,036
Tetal equity and liabilities 15,768,583 13,739,071

Approved by the Board on 27 September 2023 and signed on its behalf by:

Lovine Jolunseon.
K Johnson
Director

The notes on pages 21 to 51 form an integral part of these financial statements.
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DocuSign Envelope ID: F&676B10F-AF13-4F27-A40F-43ABE2070787

Cathay Investments 2 Limited

Consolidated Statement of Changes in Equity for the Year Ended 31 December 2022

At 1 January 2021

Profit for the year

Total comprehensive income
Dividends paid

At 31 December 2021

At 1 January 2022
Profit for the year

Tatal comprehensive income

Repurchase and cancellation of share capital

Dividends paid
At 31 December 2022

Total equity

attributable to

Capital the owners of

redemption Retained the parent

Share capital reserve earnings company
£ £ £ £
14,802 - (33,618) {18,816)
- - 1,525,335 1,525,335
- - 1,525,335 1,525,335

- - (1,000,003} {1,000,003)
14,802 - 491,714 506,516

Total equity

attributable to

the owners of

Retained the parent

Share capital Share capital earnings company
£ £ £ £
14,802 - 451,714 506,516
- - 383,627 383,627
- - 383,627 383,627
(801) 801 (372,411) (372,411)

- - (1,000,000) {1,000,000)
14,001 801 {497,070} {482,268)

16
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DocuSign Envelope (D: FE76B10F-AF13-4F27-A40F-43A6E2D7D787

Cathay Investments 2 Limited

Company Statement of Changes in Equity for the Year Ended 31 December 2022

At 1 January 2021

Profit for the year

Total comprehensive income
Dividends paid

At 31 December 2021

At 1 January 2022

Loss for the year

Total comprehensive income

Repurchase and cancellation of share capital
Dividends paid

At 31 December 2022

Capital
redemption Retained
Share capital reserve earnings Total
E £ £ E
14,802 - 388,874 403,676
- - 6,775,362 6,775,362
- - 6,775,362 6,775,362
- - {1,000,003) (1,000,003)
14,802 - 6,164,233 6,179,035
Capital
redemption Retained
Share capital reserve earnings Total
£ £ £ E
14,802 - 6,164,233 6,179,035
- - (169,096) (169,096)
- - (169,096) (169,096)
(801) 801 (372,411) (372,411)
- - (1,000,000) (1,000,000)
14,001 801 4,622,726 4,637,528

The notes cn pages 21 to 51 form an integral part of these financial statements.
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DocuSign Envelope ID: F676B10F-AF13-4F27-A40F-43A6E2D7D787

Cathay Investments 2 Limited

Consolidated Statement of Cash Flows for the Year Ended 31 December 2022

2022 2021
Note £ E
Cash flows from operating activities
Prafit for the year 383,627 1,525,335
Adjustments to cash flows from non-cash items:
Depreciation, amertisation and impairment 6,059,279 5,804,804
Profit on disposal of property, plant and equipment (14,917) (68,777)
Finance income 8 (10,403) (3,492)
Finance costs 8 1,395,322 1,398,270
Tax charge 12 84,002 84,611
7,896,910 8,740,751
Working capital adjustments:
(Increase)/decrease in inventories 18 (38,938) 116,700
Decrease in trade and other receivables 19 875,706 4,505,596
Decrease in trade and other pavables 26 (1,755,160) (7,447,328)
Increase in provisions 25 751,068 588,167
Decrease in deferred tax 12 (114,443) (64,318)
Cash generated from operations 7,615,143 6,439,568
Income taxes paid (585,069) (802,422)
Net cash flow from operating activitias 7,030,074 5,637,146
Cash flows from investing activities
Interest received 8 10,403 3,492
Acquisitions of property, plant and equipment (166,954) (92,684)
Acquisitions of intangible fixed assets - (8,057)
Proceeds from sale of property, plant and equipment 24,778 -
Net cash cutflow arising on acquisition 16 (1,608,360) -
Net cash from investing activities (1,740,133) (97,249)

The notes on pages 21 to 51 form an integral part of these financial statements.
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DocuSign Envelope ID: F676B10F-AF13-4F27-A40F-43AB6E2D70787

Cathay Investments 2 Limited

Consolidated Statement of Cash Flows for the Year Ended 31 December 2022

2022 2021

Note £ £
Cash flow from financing activities
Interest paid (1,395,322) (1,398,270)
Repurchase of ordinary shares {372,411) -
Proceeds from issue of preference shares 23 750,000 -
Dividends paid (1,000,000) (1,000,003)
Rapayment of loans and borrowings 23 (7,229) (1,600,000)
Repayment of lease liabilities (4,823,471) (4,227,844)
{Decrease)/increase in invoice discounting facility 26 (39,578) 2,176,987
Net cash from financing activities (6,888,011) (5,449,130)
Net (decrease)/increase in cash and cash equivalents (1,598,070) 90,767
Cash and cash equivalents at 1 January . 20 5,150,815 5,060,048
Cash and cash equivalents at 31 December 20 3,552,745 5,150,815

The notes on pages 21 to 51 form an integral part of these financial statements.
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DocuSign Envelope iD: F676B10F-AF13-4F27-A40F-43A6E2D7D787

Cathay Investments 2 Limited

Company Statement of Cash Flows for the Year Ended 31 December 2022

2022 2021
Note E £
Cash flows from operating activities
(Loss)/profit for the year (169,096) 6,775,361
Adjustments ta cash flows from non-cash items:
Finance income (3,229) (7,091,097)
Finance costs 282,567 226,298
110,242 (89,438)
Working capital adjustments:
(Increase)/decrease in trade and other receivables 19 (533,441) 1,015,289
Increase/(decrease) in trade and other payables 26 2,821,019 (5,641,813)
Net cash flows from operating activities 2,397,820 (4,715,962)
Cash flows from investing activities
Interest received 3,228 160
Dividends received - 7,090,937
Acquisition of subsidiaries i5 (1,665,839) -
Net cash flows from investing activities (1,662,610) 7,091,097
Cash flows from financing activities
Interest paid (282,567) (226,298)
Repurchase of ordinary shares 21 {372,411) -
Proceeds from issue of preference shares 23 750,000 -
Dividends paid (1,000,000) (1,000,003)
Repayment of loans and borrowings 23 - (1,000,000)
Net cash flows from financing activities (904,978) (2,226,301)
Net (decrease)/increase in cash and cash equivalents (169,768) 148,834
Cash and cash equivalents at 1 January 20 251,093 102,25¢9
Cash and cash equivalents at 31 December 20 81,325 251,093

The notes on pages 2t ta 51 form an integral part of these financial statements.
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DocuSign Envelope ID: F676B10F-AF 13-4F27-A40F-43A6E2D7D787

Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2022
1 General information

The company is a private company limited by share capital incorporated and domiciled in England and Wales.

The naturm nf the grriip's and the company’s operations and its principal activities are set out in the Strategic Report and
the Directors' Report.

The address of its registered office and principal place of business is:
43 Friends Road

Croydon

United Kingdom

CRO 1ED

2 Adoption of new and revised standards
New standards, interpretations and amendments effective

During the financial year, there were no new 1FRSs or IFRIC interpretations that were effective for the first time that
would be expected to have a material impact on the group and the company.

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

- Annual improvements to the IFRS standards 2018-2020 Cycle (Amendments to IFRS 1, IFRS 9, IFRS 16); effective 1
January 2022

- Onerous Contracts - Cost of fulfilling a Contract (Amendments ta IAS 37); effective 1 January 2022

- Property, Plant and Equipment: Proceeds before Intended Use (Amendments to TAS 16); effective 1 January 2022
- Reference to the Conceptual Framework (Amendments to IFRS 3); effective 1 January 2022

New standards, interpretations and amendments not yet effective

At the date of authorisation of these financial statemenis, the following standards and interpretations relevant to the
group and the company, which have not been applied in these financial statements, were in issue but not yet effective:

- Classification regarding the disclosure of accounting palicies (Amendments to IAS 1); effective 1 January 2023

- Definition of Accounting Estimates (Amendments to IAS 8); effective 1 January 2023

- Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to IAS 12); effective 1
January 2023

- Leases: Seller-Jessee subsequently measuring sale and leaseback (amendments to IFRS 16); effective 1 January 2024
- Disclosure of Accounting Policies (Amendments to 1AS 1); effective 1 January 2024

None of the other standards, interpretations and amendments which are effective for periods beginning after 1 January
2023 and which have not been adopted early are expected to have a material effect on the financial statements.
Management anticipates that alt relevant pronouncements will be adopted for the first period beginning on or after the
effective date of the pronouncement.

3 Accounting policies

Statement of compliance
The group and company financial statements have been prepared in accordance with International Financial Reporting

Standards (IFRS) including standards and interpretations issued by the International Accounting Standard Board (IASB)
and in accordance with International Accounting Standards in conformity with the requirements of the Companies Act
2006.

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.

21
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Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2022
3  Accounting policies (continued)

Basis of preparation

The financial statements have been prepared in accordance with International Accounting Standards in conformity with
the requirements of the Companies Act 2006 on an accruals basis and under historical cost accounting rules,

The preparation of financial statements in accordance with International Accounting Standards in conformity with the
requirements of the Companies Act 2006 requires management to make judgements, estimates and assumptions that
affect the application of policies and reported amounts of assets and liabiiities, income and expenses. The estimates and
associated assumptions are based on historical experience and various other factors that are believed to be reasonable
under the circumstances. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an angoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period or in the period of the
revision and future periads if the revision affects both current and future periads.

These financial statements are presented in pounds sterfing because that is the currency of the primary economic
environment in which the group operates and rounded to the nearest pound.

Going concern
The directors have considered carefuily the appropriateness of adopting the going concern basis for these accounts.

The company is part of a larger group, headed by Chaing Equities Limited (the group) and the ability of the Company to
continue as a going cancern s linked to the health of the group in general. The company and group has three primary
sources of funding:

- Cash generated from the profits of the group;

- Loans from shareholders / directors (which are subordinate to the bank funding described below); and

- Bank facilities provided by HSBC UK Bank plc.

Although each cempany handles its own cash and bank accounts on a day to day basis, the Group bank facilities and
liquidity in general are managed centraily.

In considering the going concern basis, the directors have prepared a forecast model including monthly profit and loss
accounts, balance sheets and cash flows for the period to 31 December 2024, The forecast is built on a2 bottom up basis,
company by company, and adopts 2022 as its base year. The results for 2022 are based on the actual results. Following
the successful roli-out of vaccines and subsequent relaxation of Covid restrictions during 2021, the impact of Covid-19 on
the forecast is very limited. However, current high rates of inflation, increasing interest rates and the threat of recession
may impact the company and the forecast assumes no significant growth generally.

The Group as a whole has different lines of business and operates across several European countries. The impact of
recession may differ across different countries and different businesses,

In our chemicals and materials business, there was a definite downturn in demand during the initial lockdowns across all
territories and turnover fell significantly. 2021 saw some improvement as the effects of Covid eased and this continued
into 2022 with Lantor in particular seeing rapid growth in sales. The operations of these companies were alsc affected in
2021 by a worldwide shortage of raw materials and spiralling transport costs although again, this eased somewhat in the
first half of 2022, As a manufacturing entity, Lantor has been particularly impacted by increases in energy costs and has
seen a near quadrupling of annual spend on energy costs since 2020. However, that has eased slightly toward the end of
2022 and in early 2023. This is not assumed to improve further, indeed total costs are forecast to be higher, although gas
prices have dropped a little in recent months. Cost increases have been mitigated by growth in sales and strong cost
control.

Qur logistics businesses, which operate predominantly in the UK, benefited from increased consumer demand online
during the Covid pandemic. As anticipated this has softened during 2022 and the threat of recession means this is unlikely
to imprave for the time being. However, aver the last 12 months our sales mix has also moved more toward B2B and long
term storage customers and this helped us to significantly improve margins during 2022.
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DocuSign Envelope ID: F676B10F-AF13-4F27-A40F-43A6E2D7D787

Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2022
3 Accounting policies (continued)

Going concern (continued)

With regard to bank facilities, these fall into two main categories:

- Invoice Finance facilities - these provide working capital funding for many of the Group companies, particularly those in
the UK.

- Senior debt loan facilities that were used to fund previous acquisitions.

The loan facilities are fully drawn, but the invoice finance facilities are not. Whilst the drawn balance on invoice finance
facilities fluctuates according to need, those facilities have never been fully drawn and there is no expectation that they
will be. This is supported by the forecasts, which assume no additional draw on these facilities and suggest that
considerable headroom will remain available, Cash balances and availability against these facilities are actively monitored
by Group management on a weekly basis.

The bank facilities contain certain covenants that need to be met. The principal covenants relate to leverage and debt
service, ratios that take a measure of EBITDA divided by debt and a measure of cash flow divided by debt service
respectively. Qur leverage must remain befow 2.5x (excluding working capital facilities). Our cash flows must remain
above 1.2x debt service requirements. These covenants have been met throughout 2021, 2022 and 2023 to date and the
forecasts indicate that they will continue to be met,

The facilities secure funding for the group until Q1 2025.

In forming their conclusion the directors have also considered various alternative scenarios, principally incorporating
unexpected falls in sales into the forecast. In all scenarios the forecasts show continued strong levels of cash and
continuing availability against invoice finance facilities. This alsa ignores any further mitigating actions that management
could take if required, for example, further working capital management and/or cost reductions.

As a consequence the directors consider it appropriate to adopt the going concern basis for these accounts.

Basis of consolidation
The group financial statements consclidate the financial statements of the company and its subsidiary undertakings drawn
up to 31 December 2022.

Three of the subsidiary undertakings has a reporting date of 30 December 2022. This is not deemed to be materially
different to the Cathay Investments 2 Limited reporting date.

No income statement is presented for the company as permitted by section 408 of the Companies Act 2006. The company
made a loss after tax for the financial year of £169,096 (2021 - profit after tax £6,775,362).

A subsidiary is an entity controlled by the company. Control is achieved where the company has the power to govern the
financial and operating policies of an entity so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated statement of
comprehensive income from the effective date of acquisition or up to the effective date of disposal, as appropriate. Where
necessary, adjustments are made to the finandial statements of subsidiaries to bring their accounting policies into line 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 eliminated in full on consolidation.

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

Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by
the group.
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Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2022
3  Accounting policies (continued)

Revenue recognition

Revenue arises mainly from the provision of third party legistics services (including warehousing and freight forwarding),
provision of courier and pallet transport services and the sale of toys, stationery and greetings cards.

To determine whether to recognise revenue, the group follows a 5-step process:
Identifying the contract with a customer

Identifying the performance obligations

Determining the transaction price

Allocating the transaction price to the performance obligations
Recognising revenue when/as performance obligation(s) are satisfied.

N oA WA

The group often enters into transactions involving a range of the group’s products and services. In all cases, the total

transaction price for a contract is allocated amongst the various performance obligations based on their relative stand-

alone selling prices. The transaction price for a contract excludes any amounts collected on behalf of third parties. ;
Revenue is recognised either at a point in time or over time, when (or as} the group satisfies performance obligations by ‘
transferring the promised goods of services to its customers.

The group recognises contract liabilities for consideration received in respect of unsatisfied performance obligations and
reports these amounts as other payables in the statement of financial position. Similarly, if the group satisfies a
performance obligation before it receives the consideration, the group recognises either a contract asset or a receivable in
its statement of financial position, depending on whether something other than the passage of time is required before the
consideration is due,

For third party logistics services and courier and pallet transport services, performance obligations are satisfied and
revenue is recognised on the basts of activity performed by the group in the supply of the service. For the sale of toys,
stationery and greetings cards revenue is recognised when the risks and rewards of ownership of the gocds have
transferred to the buyer which is usually at the point the customer has signed for delivery of the goods.

Amounts recoverable on long term contracts, being the amount by which recorded as turnover is in excess of payments on
account, is classified under debtors.

Government grants

The group has benefited from government grant support, in light of the Coronavirus pandemic, by way of the Coronavirus
Job Retention Scheme (CIRS). These grants were recefved to compensate the group for the wages, associated national
insurance and employers pension contributions of employees on furlough leave.

The CIRS grants are recognised at the date at which it is reasonably assured that the company and group will comply with
the conditions attached and the grants will be received. The CIRS grants are recognised within other income in the ;
Statement of Comprehensive Income and not netted against the wages and salaries expenses.

Foreign currency transactions and balances

In preparing the financial statements, transactions in foreign currencies are recognised at the rates of exchange prevailing
on the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and
from the remeasurement of manetary items denominated in foreign currency at year-end exchange rates are recognised
i profit or loss.

Man-monetary items are not retranslated at year-end and are measured at historical cost (translated using the exchanae |
rates at the transaction date), except for non-monetary items measured at fair value which are translated using the
exchange rates at the date when fair value was determined.
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Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2022
3 Accounting policies (continued)

Tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss, except that a
charge attributable to an item of income or expense recognised as other comprehensive income is also recognised directly
in other comprehensive income.

The tax currently payable is 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
liability for current tax is 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
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 such taxable profits will
be available, against which deductible temporary differences can be utilised. Such assets and liabilities are not recognised
if the temparary differences arise from the initial recognition of goodwill or from the initial recognition of other assets and
liabilities in 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 itis
no fonger probabie that sufficient taxable profits will be available to allow all or part of the assets 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, 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 is stated at cost less accumulated depreciation and any recognised impairment loss. The
group and the company recognises the carrying amount of property, plant and equipment, and the subsequent costs of
replacing part of such items when there is an indication of future economic benefit. All other costs are recognised in the
statement of comprehensive income as an expense as they are incurred.

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

Depreciation

Property, plant and equipment is not depreciated until it is brought into use,

Depreciation is charged so as to write off the cost of assets less their estimated residual values over their estimated useful
lives, as follows:

Asset class Depreciation method and rate

Freehold bhuildings 2% per annum straight line

Leasehold buildings 5 - 10% per annum straight line and shorter of lease
life and 15 years per annum straight line

Plant and equipment Between 3 and 15 years per annum straight line
and 15% per annum reducing balance

Fixtures and fittings 10 - 33% per annum straight line and 15 - 25% per

annum reducing balance
Motor vehicles 12.5 - 33% per annum reducing balance

In the case of right-of-use assets, expected usefu! lives are determined by reference to comparable owned assets or the
lease term, if shorter. Material residual value estimates and estimates of useful life are updated as required, but at least
annually.
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Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2022
3 Accounting policies (continued)

Business combinations

The acquisition method of accounting is used to account for business combinations that result in the acquisition of
subsidiaries by the group. The cost of a business combination is measured as the fair value of the assets given, equity
instruments issued and liabilities incurred or assumed at the date of exchange. Identifiable assets acquired, liabilities and
contingent liabilities assumed in 8 business combination are measured initially at their fair values at the acquisition date.
Any excess of the cost of the business combination over the acquirer’s interest in the net fair velue of the identifiable
assets, liabilities and contingent liabilities recognised is recorded as goodwill. If, after reassessment, the group's interest in
the net fair value of the acquiree's identifiable assets, liabilities and contingent liabilities exceeds the cost of the business
combination, the excess is recognised immediately in profit or loss. Acquisition costs are expensed as incurred.

Goodwill
Goodwill comprises goodwill arising on consolidation and goodwill arising at acquisition.

Goodwill arising on consolidation represents the excess of the cost of acquisition over the group's interest in the fair value
of the identifiable assets and liabilities of a subsidiary at the date of acquisition. Goodwill is initially recognised as an asset
at cost and is subsequently measured at cost less any accumulated impairment losses. Goodwill which is recognised as an
asset is reviewed for impairment at least annually. Any impairment is recognised immediately in profit and less and Is not
subsequertly reversed.

For the purposes of impairment testing, goodwill is allocated to units of the business to which independent cash flows can
largely be attributed ("cash-generating units"). Cash-generating units to which goodwill has been allocated are tested for
impairment annually, or more frequently where there is an indication 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 is 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 attributable amount of goodwil! is included in the determination of the profit or
loss on disposal.

Intangible assets
Intangible assets are stated at cost less accumutated amertisation and any recognised impairment loss.

Customer-related intangible assets acquired in a business combination are recognised at fair value at the acquisition date.

Amortisation
Goodwill is not subject to amortisation but is tested for impairment.

Amortisation is provided on intangible assets so as to write off the cost, less any estimated residual value, over their |
expected useful economic life as follows:

Asset class Amortisation method and rate

Contractual customer relationships 25% - 50% per annum straight line

Developmant expenditure Between 3 and 6 years per annum straight line ‘
Website costs 10 years per anum straight line |
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3 Accounting policies (continued)

Leasing
All leases arc negotfated on an individial basis and contain a wide variety of different terms and conditions.

The group assesses whether a contract is or contains a lease at inception of the contract. A lease conveys the right to
direct the use and obtain substantially all of the economic benefits of an identified asset for a period of time in exchange
for consideration.

Measurement and recognition of leases as a lessee:

At the lease commencement date, the group recognises a right-of-use asset and a lease liability on the statement of
financial position. The right-of-use asset is measured at cost, which comprises of the initial measurement of the liability,
any initial direct costs incurred by the group, an estimate of any costs to dismantle and remove the asset at the end of the
lease, and any lease payments made in advance of the lease commencement date.

The group depreciates right-of-use assets on a straight-line basis from the lease commencement date to the earlier of the
end of the useful life of the right-of-use asset or the end of the lease term. The group also assesses the right-of-use asset
for impairment when such indicators exist.

At the commencement date, the group measures the lease liability at the present value of the lease payments unpaid at
that date, discounted using the group incremental borrowing rate because as the lease contracts are negotiated with third
parties it is not possible to determine the interest rate that is implicit in the lease. The incremental borrowing rate is the
estimated rate that the group would have to pay to borrow the same amount over a similar term, and with similar security
to obtain an asset of equivalent value.

Subsequent to initial measurement, the Bability will be reduced by lease payments that are aliocated between repayments
of principal and finance costs. The finance cost is the amount that produces a constant periodic rate of interest on the
remaining balance of the lease liability.

The group has elected to account for short-term leases and leases of low-value assets using the practical expedients.
Instead of recognising a right-of-use asset and lease liability, the payments in relation to these are recognised as an
expense in profit or loss on a straight-line basis over the lease term.

Tnvestments
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 shart-term highly liquid investments that
are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. This
definition is also used for the statement of cash flows.

Trade and other receivables

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

Inventories
Inventories are stated at the fower of cost and net realisable value. Cost is determined using either the first-in, first-out
(FIFQ) method.

Cost includes all directly attributable expenditure necessary to bring the stocks to their existing condition and location.

An allowance is recorded for obsolescence,
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3 Accounting policies (continued)

Trade and other payables
Trade and other payables are recognised initially at the transaction price and subsequently measured at amartised cost

using the effective interest method.

Borrowings
All borrowings are initially recorded at the amount of proceeds received, net of transaction ¢osts. Borrowings are

subsequentiy carried 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 an the basis of the effective interest method and is included in finance costs.

Borrowings are classified as current liabilities unless the group has an unconditional right to defer settlfement of the liability
for at least 12 manths after the reporting date.

Provisions

Provisions are recognised where a legal or constructive obligation has been incusred which will probably lead to an outflow
of resources that can be reasonably estimated. Provisions are recorded for the estimated ultimate liability that is expected
to arise, taking into account the time value of money, A contingent liability is disclosed where the existence of the
obligations will only be confirmed by future events, ar where the amount of the cbligation cannot be measured with

reasonable reliability.

Impairment of non-financial assets

At the end of each reporting period, the group reviews the carrying amount of its tangible and intangible assets to
determine whether there is any indication that thase assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated 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 estimates the recoverable
amount of the cash-generating unit to which the asset betongs.

The recoverable amount is the higher of the fair value less 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 reflacts current market
assessments of the time vaiue of money and the risks specific 1o the asset for which the estimates of future cash flows
have not been adjusted.

1f the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount of the asset is
reduced to its recoverable amount. An impairment loss is recognised immediately in profit or loss, unless the relevant
asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Share capital
Ordinary shares are dlassified as equity. Equity instruments are measured at the fair value of the cash or ather resources

received or receivable, net of the direct costs of issuing the equity instruments. If payment is deferred and the time value
of money is material, the initial measurement is on 2 present value basis.

Redeemable preference shares have the characteristics of a liability and are recognised in the statement of financial
position as a fiability, net of issue costs.

Dividends

Dividend distribution to the company’s sharehalders is recagnised as a liability in the company’s financial statements in the
period in which the dividends are approved by the company’s shareholders prior to the reporting date.

Defined contribution pension obligation
fayments to group defined contribution retirement benefit schemes are charged as an expense as they fall due.
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3  Accounting policies (continued)

Financial assets and liabilities

Recognition and derecognition

hinancial assets and financial kabilities are recognised when the group becnmes a party to the contractual provisions of
the financial instrument.

Financial assets are derecognised when the contractual rights to the cash flows from the financial asset expire, or when
the financial asset and substantially all the risks and rewards are transferred. A financial liability is derecognised when it is

extinguished, discharged, cancelled or expires.

Classification and initial measurement of financial assets

Except for those trade receivables that do not contain a significant financing component and are measured at the
transaction price in accordance with IFRS 15, all financial assets are initially measured at fair value adjusted for
transaction costs. Financial assets, other than those designated and effective as hedging instruments, are classified inte
the following categories:

- amortised cost

- fair value through profit or loss (FVTPL)

- fair value through ather comprehensive income (FVOCT).

In the periods presented the group does not have any financial assets categorised as FVTPL or FVQCL.

All income and expenses relating to financial assets that are recognised in profit or loss are presentad within finance costs,
finance income or other financial items, except for impairment of trade receivables which is presented within other
expenses.

Subsequent measurement of financial assets

Financial assets at amortised cost

Financial assets are measured at amortised cost if the assets meet the following conditions:

- they are hetd within a business model whose objective is to hold the financial assets and collect its contractual cash
flows

- the contractual terms of the financial assets give rise to cash flows that are solely payments of principal and interest on
the principal amount outstanding

After initial recognition, these are measured at amortised cost using the effective interest method, Discounting is omitted
where the effect of discounting is immaterial. The group’s cash and cash equivalents, trade and most other receivables fall
into this category of financial instruments.

Impairment of financial assets

Recognition of credit losses is no longer dependent on the group first identifying a credit loss event. Instead the group
considers a broader range of information when assessing credit risk and measuring expacted credit losses, including past
events, current conditions, reascnable and supportable forecasts that affect the expected collectability of the future cash
flows of the instrument. In applying this forward-looking approach, a distinction is made between:

- financial instruments that have not deteriorated significantly in credit quality since initial recognition or that have low
credit risk ("Stage 1") and

- financial instruments that have deteriorated significantly in credit quality since initial recognition and whose credit risk is
not low (*Stage 2,

*Stage 3" would cover financial assets that have objective evidence of impairment at the reporting date.

‘12-month expected credit losses” are recognised for the first category while ‘lifetime expected credit losses’ are
recognised for the second category. Measurement of the expected credit losses is determined by a probability-weighted
astimate of credit losses over the expected life of the financial instrument,
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3  Accounting policies {continued)

Trade and other receivables and contract assets

The group makes use of a simpiified approach in accounting for trade and cther receivables as well as contract assets and
records the Joss allowance as lifetime expected credit losses. These are the expected shortfalls in contractual cash flows,
considering the potential for default at any point during the life of the financiat instrument. In calculating, the group uses
its histarical experience, external indicators and forward-looking information to calculate the expected credit losses using a
provision matrix. The group assess impairment of trade receivables on a collective basis as they possess shared credit risk
characteristics.

Classification and measurement of financial liabilities

The group’s financial liabilities include borrowings, ieases, trade and other payables.

Financial liabilities are initially measured at fair value, and, where applicable, adjusted for transaction costs uniess the
group designated a financiai liability at fair value through profit or loss. Subsequently, financiat liabilities are measured at
amortised cost using the effective interest method.

All interest-related charges are reparted in profit or loss and are included within finance costs or finance income,
4  Critical accounting judgements and key sources of estimation uncertainty

In the process of applying the group’s accounting policies, the following judgements and key assumptions concerning the
future have had the most significant effect on the amounts recognised in the financial statements:

Provision for dilapidations ‘
Provision is made for dilapidations due to be carried out on leased properties. Provisions are recognised when

management are satisfied that an outflow of economic benefits is probable and a reliable estimate can be made of the

obligation. The determination of the difapidation provision requires significant judgement.

In making this judgement, the group considers the likelihood of being able to sublet the properties, the expected level of
rentals, expected future trading conditions, whether uneccnomic sites wiil be closed and sublet, the dilapidations required
under the terms of the lease, and the anticipated condition of properties at the end of the lease.

Provision for rates

Provision is made for rates due at one of the sites in which the group operates. The site has not been assessed for rates
and therefore no invoice for rates has been provided to date. Provisions are recognised when management are satisfied
that an outflow of economic benefits is probable, and a reliabie estimate can be made of the obligation. The determination
of the rates provision requires significant judgement. Management have engaged an expert to assist in reviewing and
estimating the provision for rates.

Leases - incremental borrowing rate

At the commencement date of a lease, the group measures the lease liability as the present value of the lease payments
unpaid at that date, discounted using the group's incremental borrowing rate (IBR).

The IBR is the estimated rate that the group would have to pay to borrow the same amount over a similar term, and with
similar security to obtain an asset of equivalent value. A different IBR has been selected for each class of leased asset;
buildings, cars, commercial equipment and office equipment,

In determining the 1BR for each class of leased asset, current commercially available information for comparable lease
types were reviewed and the most appropriate rates selected. The determination of the IBR requires significant
judgerment,

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 is determined with reference to the higher of net realisable value and value in
use, Value in use is 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 conditions and future growth rates. Changes in these assumptions could affect the
outcome of impairment reviews,
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4  Critical accounting judgements and key sources of estimation uncertainty (continued)

Goodwill and intangible assets

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

Provision for bad debts

The directors have reviewed the ageing of the trade debtors at the year end and the level of recovery following the year
end. The provision is based on historical experience of recovery and the ageing of debts as well as specifi¢ knowledge of
the solvency ability to pay of the group’s customers at the reporting date and the level of coverage provided by the
group's credit insurance.

Inventory valuation

Inventories are stated at the lower of cost and net realisable value. The determination of inventory provisions requires
significant judgement. In making this judgement the group evaluates amongst other factors the age and physical condition
of inventory and its expected saleability based on forecast demand for the products taking inte account expected trading
conditions.

5 Revenue

The analysis of the group's revenue for the year is as follows:

2022 2021

£ £

Revenue from contracts with customers 39,371,328 43,418,713
39,371,328 43,418,713

In the following tables, revenue from contracts with customers is disaggregated by primary geographical market, major
praduct and service lines and timing of revenue recognition:

2022 2021
£ £
Primary geographical markets
UK 39,287,464 43,418,713
Europe 58,628 -
Rest of world 25,236 -
39,371,328 43,418,713
Major products and service lines
Third party warehousing and logistics 28,947,837 38,010,014
Courier and pallet transport 5,695,786 -
Toys, stationery and greetings cards 4,727,705 5,407 446
IT services - 1,253
39,371,328 43,418,713
Timing of revenue recognition
Products transferred at a point in time 4,510,556 5,407,446
Services transferred over time 34,860,772 38,011,267
39,371,328 43,418,713

3



DocuSign Envelope |D: F6768B10F-AF 13-4F27-A40F-43A6E2D7D787

Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2022

6 Other income

Insurance claims
Government grants received

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

Depreciation expense

Amortisation expense

Foreign exchange (gains)/losses

{Profit)/loss on dispasal of property, plant and equipment
Exceptional item - redundancy costs

Exceptional item - other costs

Exceptional item - Rhys Davies & Sons Limited - administration costs
Exceptional item - aborted transaction and other legal costs

Exceptional item - Rhys Davies & Sons Limited - funds returned by Administrators

Exceptional item - legal costs relating to histaric court case
Exceptional item - exit costs for toys division customer
Exceptional item - bad debts

Exceptional item - claim settlement

Exceptional item - dilapidation costs

8 Net finance costs

Finance income
Interest income on bank deposits

Finance costs
Interest on bank overdrafts and borrowings
Interest expense on leasing arrangements

Net finance costs from continuing operations

32

2022 2021
£ £
38,256 -
771 104,604
39,027 104,604
2022 2021
£ £
5,147,767 5,131,554
911,512 673,250
{401) 9,795
(14,917) 674
57,419 141,767
58,901 2,018
227 56,365
5,150 59,437
(137,000) (200,000)
75 62,895
- 26,660
10,850 11,349
(42,000) -
4,000 -
2022 2021
£ £
10,403 3,492
(320,157) (255,343)
(1,075,165) (1,142,927)
(1,395,322) (1,398,270)

(1,384,919)

(1,394,778)
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9 Staff costs
The aggregate payroll costs from continuing operations were as follows:

2022 2021

£ £

Wages and salaries 6,451,035 6,856,214
Social security costs 607,289 555,508
Pension and other post-employment benefit costs 176,647 135,496
Redundancy and payment in lieu 57,419 141,767
7,292,390 7,688,985

During the year, the group received government grant support by way of the Coronavirus Job Retention Scheme (CIRS).
The total grant income received was £771 {2021 - £104,604) which is induded within cther income in the statement of
comprehensive income. The staff costs are shown gross of the CIRS grants received.

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

follows:
2022 2021
No. No.
Administration and support 29 40
Sales 5 6
Marketing 1 1
Distribution 248 243
Management 7 4
290 294

Directors' remuneration is borne by Cathay Investments Limited - a related party due to common control.

10 Directors' remuneration
The directors' remuneration for the year was as follows:

2022 2021
£ £
Remuneration 391,029 437,581
The directors' remuneration is pald by Cathay Investments Limited, another company in the group.
The highest paid director's emoluments were as follows:
2022 2021
£ £
Remuneération 131,161 131,814
Pensien and other post-employment benefit costs 1,321 1,318
11 Auditor's remuneration
2022 2021
£ E
Audit of the financial statements 28,750 25,000
Auc_ilt of the financial statements of subsidiaries of the company pursuant tc 158 875 103,500
legislation ‘
187,625 128,500
Other fees to auditors
Taxation compliance services 28,600 25,000
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12 Tax

Tax charge in the income staternent:

2022 2021
[3 £

Current taxation
UK corporation tax 292,206 387,150
UK corporaticn tax adjustment te prior periods (93,762) (238,220)
Total current income tax 198,444 148,930
Deferred taxation
Arising from origination and reversal of temporary differences (130,778) 45,386
Effect of tax rate change on opening balance - (31,334)
Adjustments in respect of previous periods 16,336 (78,371)
Total deferred taxation (114,442) (64,319)
Tax expense in the income statement 84,002 B4,611

The tax on profit before tax for the year is higher than the standard rate of corporation tax in the UK (2021 - higher than
the standard rate of corporation tax in the UK) of 19% (2021 - 19%).

The differences are reconciled below:

2022 2021
£ £
Profit before tax from continuing operations 467,629 1,609,946
Corporation tax at standard rate 88,850 305,890
Decrease in current tax from adjustment for prior periods (93,762) (241,246)
Increase from effect of capital allowances depreciation 69,766 37,114
Increase from effect of expenses not deductible in determining taxable profit 13,725 6,743
Deferred tax not recognised 26,831 55,048
Deferred tax credit relating to changes in tax rates of laws (7,126) (45,344)
Decrease in deferred tax from adjustment for prior periods 16,336 (78,371)
Cther difference leading to an increase in taxation (30,617) 44,778
Total tax expense/(credit) 84,002 84,611
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12 Tax (continued)

Deferred tax

Group
Deferred tax assets and liabilities

2022

Accelerated tax depreciation
Tax losses carry-forwards
Other items

2021

Accelerated tax depreciation
Tax losses carry-forwards
Other items

Deferred tax movement during the year:

Accelerated tax depreciation
Tax losses carry-forwards
Other items

Net tax assets/(liabilities)

Deferred tax movement during the prior year:

Accelerated tax depreciation
Tax losses carry-forwards
Other items

Net tax assets/(liabilities)

Net deferred
Asset Liability tax
£ E E
- (225,766) (225,766)
- 6,498 6,498
- (342,434) (342,434)
- (561,702) (561,702)
Net deferred
Asset Liability tax
£ £ £
99,066 (344,787) (245,721)
227 - 227
130 (10,567) {10,437)
99,423 (355,354) {255,931)
At 31
At 1 January Arising on Recognised in December
2022 acquisition income 2022
£ £ £ £
(245,721) (103,713) 123,668 (225,766)
227 - 6,271 6,498
(10,437) (316,500) {15,497) (342,434)
(255,931) (420,213) 114,442 (561,702)
At 31
At 1 January Recognised in December
2021 income 2021
£ £ £
16,478 (262,199) (245,721)
3,804 (3,577) 227
{340,532} 330,095 (10,437)
{320,250) 64,319 (255,931)
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13 Property, plant and equipment

Group
Furniture,
Land and fittings and
buildings equipment  Motor vehicles Total
£ £ £ E

Cost or valuation
At 1 January 2021 42,550,865 14,724,094 313,083 57,588,042
Additions 9,256 234,772 - 244,028
Disposals {98,875) (494,475) (13,648) (606,998)
At 31 December 2021 42,461,246 14,464,391 299,435 57,225,072
At 1 January 2022 42,461,246 14,464,391 299,435 57,225,472
Additions - 1,233,002 25,205 1,258,207
Acquired through business combinaticns 782,619 595,050 - 1,377,669
Disposals - (1,047,387) (79,849) (1,127,238)
At 31 December 2022 43,243,865 15,245,056 244,791 58,733,712
Depreciation and impairment losses
At 1 January 2021 9,105,585 10,882,366 150,360 20,138,311
Charge for the year 3,860,803 1,246,487 24,264 5,131,554
Eliminated on disposals (96,875) (559,290) (7,010} (663,175)
At 31 December 2021 12,869,513 11,569,563 167,614 24,606,690
At 1 January 2022 , 12,869,513 11,569,563 167,614 24,606,690
Transfer to intangible fixed assets - (1,853) - (1,853)
Charge for the year 3,918,531 1,184,229 45,007 5,147,767
Eliminated on disposals - (1,053,054) (64,321) {1,117,375)
At 31 December 2022 16,788,044 11,698,885 148,300 28,635,229
Carrying amount
At 31 December 2022 26,455,821 3,546,171 96,491 30,098,483
At 31 December 2021 29,591,733 2,894,828 131,821 32,618,382
At 1 January 2021 33,445,280 3,841,728 162,723 37,449,731

Included within the net book value of land and buildings above is £101,634 (2021 - £101,634) in respect of freehold land
and buildings and £26,354,187 (2021 - £29,490,099) in respect of short leasehold land and buildings.

Pledged as security
Freehold land and buildings with a carrying amount of £101,634 (2021 - £101,634) have been pledged as security for the

group's other bank borrowings.

Included in the net carrying amount of property, plant and equipment are right-of-use assets as follows:

2022 2021

£ £
Land and buildings 23,258,701 26,013,706
Furniture, fittings and equipment 2,744,372 2,247,883
Motor vehicles 58,103 98,850
26,061,176 28,360,439
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14 Intangible assets

Group
OQther
intangible
Goodwill assets Total
£ £ £

Cost or valuation
At 1 January 2021 5,451,435 7,074,456 12,525,891
Additions - 8,057 8,057
At 31 December 2021 5,451,435 7,082,513 12,533,948
At 1 January 2022 5,451,435 7,082,513 12,533,548
Additions 367,689 - 367,689
Acguired through business combinations - 1,266,000 1,266,000
At 31 December 2022 5819124 8,348,513 14,167,637
Amortisation
At 1 January 2021 2,814,661 - 5,279,123 8,093,784
Amortisation charge - 673,250 673,250
At 31 December 2021 2,814,661 5,952,373 8,767,034
At 1 January 2022 2,814,661 5,952,373 8,767,034
Transfer from property, plant and eguipment - 1,853 1,853
Amortisation charge - 911,512 911,512
At 31 December 2022 2,814,661 6,865,738 9,680,399
Carrying amount
At 31 December 2022 3,004,463 1,482,775 4,487,238
At 31 December 2021 2,636,774 1,130,140 3,766,914
At 1 January 2021 2,636,774 1,795,333 4,432,107

Other intangible assets include contractual customer relationships and development expenditure.

In accordance with TAS 36 we have carried out an impairment review of the goedwill, other intangible assets and right of
use assets of each of our group companies which are considered to be separate cash generating units. This has been
done by comparing the carrying value to the value in use. The assessment has been based on the 2023 budget prepared
at the beginning of the year which includes a 5 vear forecast. Key assumptions affecting the valuation include:

- Forecast EBITDA for each year, as a proxy for operating cash flow;

- Assessment of a terminal value after 5 years;

- Company specific growth rates of between 0% and 5%; and

- Cash flows discounted at the Weighted Average Cost of Capital of the group after appiying a single company premium
dependent on the characteristics of each company of between 5% and 20%.

No impairment is indicated where the value in use is higher than the carrying value.

15 Investments

Group
Other
investments
£
Cost or valuation
At 1 January 2022 -
Acquired through business combinations 16,600
At 31 December 2022 10,000
Carrying amount
At 31 December 2022 10,000
At 31 December 2021 -
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15 Investments (continued)
Company

Details of the company subsidiaries as at 31 December 2022 are as follows:

Name of subsidiary

Perkins Group Services Limited*

Humatt Limited*
Buttons Bear and Friends Limited
Williams of Swansea Limited*

Amethyst Group Limited*

Cathay Investments 2 Properties
Limited*
The Qriginal Poster Company Limited*

PNC Global Logistics Limited*
Amethyst Globa! Freight Limited

Warehouse One Distribution Limited™*

Mercian Logistics Limited

CAJ Mercian Holdings Limited*
C5 Digitails Limited*

Principal activity

Impert and
distribution of toys,
stationery and
seasonal products,
warehousing and
logistics

Dormant

Oormant

Import and
distribution of toys,
stationery and
seasonal products
Provision of
warehousing and
logistics services

Non-trading

Producer and
distributor of greeting
cards

Holding company
Freight forwarding

Warehousing, logistics
and transportation
services

Provision of courier
and paflet transport
services

Holding company

Information
technology
consultancy services

Country of
incorporation
and principal

Proportion of ownership

place of business interest and voting rights held

England and Wales
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Notes to the Financial Statements for the Year Ended 31 December 2022

15 Investments {continued)

* indicates direct investment of the company

In line with the exemption allowed under section 479A of the Companies Act 2006 certain 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 subsidiaries are subject to at the end of the financial year to which the
guarantee relates unti) they are satisfied in full and that this guarantee is enforceable against the parent undertaking by
any person to which the subsidiaries are liable in respect of those liabilities.

For the year ended 31 December 2022 the following subsidiaries were entitled to exemption from audit under section
479A of the Companies Act 2006 relating to subsidiary companies:

Cathay Investments 2 Properties Limited (Registration number: 09622202}

Williams of Swansea Limited (Registration number: 03579111)

The Original Poster Company {Registration number: 02580821)

PNC Global Logistics Limited (Registration number: 07677779)

Amethyst Global Freight Limited (Registration number: 04688688)

C5 Digitals Limited {Registration number: 12391026)

CAJ Mercian Holdings Limited (Registration number: 10538685%)

Mercian Logistics Limited {(Registration number: 03574880}

Summary of the company's investments

2022 2021
£ £
Investments in subsidiaries 14,432,538 12,766,699
Subsidiaries
Cost or valuation
At 1 January 2021 12,766,699
At 31 December 2021 12,766,699
At 1 January 2022 12,766,699
Additions 1,665,839
At 31 December 2022 14,432,538
Carrying amount
At 31 December 2022 14,432,538
At 31 December 2021 12,766,699
At 1 January 2021 12,766,699
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Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2022

16 Acquisition of subsidiaries

The group acquired 100% of the issued share capital of CAJ Mercian Heldings Limited group of companies, obtaining
control, The principal activity of the Mercian group of companies is the provision of courier services.

The amounts recognised in respect of the identifiable assets acquired and liabilities assumed are set out in the table

below:

2022

£

Assets and liabilities acquired
Identifiable intangible fixed assets - customer contracts 1,266,000
Investments 10,000
Property, plant and equipment 200,271
Property, plant and equipment - right of use assets 1,168,398
Trade and other receivables 1,696,550
Cash and cash equivalents 57,479
Trade and other payables (1,341,808)
Social security and other taxes (144,648)
Corporation tax liability (43,079)
Bank borrowings {41,396)
Lease liability (1,118,404)
Deferred tax (103,713)
Deferred tax recognised on identifiable intangible assets (316,500)
Total identifiable assets 1,298,150
Goodwill 367,689
Total consideration 1,665,839
Satisfied by:
Cash 1,665,839
Total consideration transferred 1,665,839
Cash flow analysis:
Cash consideration 1,665,839
Less: cash and cash equivalent balances acquired (57,479)
Net cash outflow arising on acquisition 1,608,360

Acquisition-related costs amount to £40,832 in 2022.

CAJ Mercian Holdings Limited and its subsidiary contributed £5,730,521 revenue and a loss of £716,306 to the group's
profit for the period between the date of acquisition and the balance sheet date.
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Notes to the Financial Statements for the Year Ended 31 December 2022

17 Leases
Lease liabilities are presented in the statement of financial position as fotlows: Group
2022 2021
£ £
Current T 773,808,033 0 44497384 T
Non-current 25,574,987 27,637,450

29,473,020 32,086,834

Lease liahilities of £29,473,020 (2021 - £32,086,834) are secured over the leased assets,

Leasing activities by type of right-of-use asset recognisad on balance sheet:

Group
No. of leases

No. of right- No. of with variable No. of leases

of-use Range of Average leases with payments with

assets remaining remaining extension linked to an  termination
Right-of-use asset  leased lease term lease term aptions index options
Land and buildings 7 1-12 years 6 years 7 - 7
Furniture, fittings and
equipment 27 1 =3 years 3 years 27 - 27
Motor vehicles 9 1 year 1 year 9 - 9

Future minimum lease payments at 31 December 2022 were as follows:

Group
Within 1-2 2-3 3-4 4-5 After Total
1 year years years years years 5 years
£ £ E £ £ £
31 December 2022
Lease payments 4,854,617 4,383,156 4,053,730 3,922,271 3,546,285 13,545,275 34,305,334
Finance charges (956,584) (832,459) (691,626) (585,438) (475,603) (1,290,604) {4,832,314)

Net present values 3,898,033 3,550,657 3,362,104 3,336,833 3,070,682 12,254,671 29,473,020

Future minimum lease payments at 31 December 2021 were as follows:

Within 1-2 2-3 3-4 4-5 After Total
1year years years years years 5 years
E E E E £ £ E
31 December 2021
Lease payments 5,420,729 4,379,786 3,919,964 3,674,398 3,617,340 16,221,432 37,233,649
Finance charges (971,345) (829,408) {717,026) (618,268) (527,645)  (1,483,123) (5,146,815)

Net present values 4:449:384 3:550:373 3,202,938 _ 3,056,130 3,089,695 14,738,309 32,086,834

The group and company recognised £nil {2021 - £nil) expense relating to payments for short-term leases, leases of low value assets and
varfable lease payments.

At the year end the group was not committed to any short-term leases.
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17 Leases (continued)

Right-of-use assets

Group
Furniture,
La'.'d.a"d fittings and M_o tor Total
buildings ) vehicles
equipment
£ E £ £
Grass carrying amount
Balance at 1 January 2022 35,741,981 4,513,409 215,183 40,470,573
Additions - 1,044,003 47,250 1,091,253
Acquired through business combinations 742,602 425,796 - 1,168,398
Disposals - {1,038,028) {79,849) (1,117,877
Balance at 31 December 2022 36,484,583 4,945,180 182,584 41,612,347
Depreciation and impairment
Balance at 1 January 2022 9,728,275 2,265,526 116,333 12,110,134
Depreciation 3,497,607 973,310 87,997 4,558,914
Disposals - (1,038,028} {79,849) (1,117,877
Balance at 31 December 2022 13,225,882 2,200,808 124,481 15,551,171
Carrying amount 31 December 2022 23,258,701 2,744,372 58,103 26,061,176
Carrying amount 31 December 2021 26,013,706 2,247,883 58,850 28,360,439
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18 Inventories

Group Company
2022 2021 2022 2021
£ £ £ £
Finished goods and goods for resale 957,954 Y1Y,Ulb -

The cost of group inventories recognised as an expense in the year amounted to £2,336,646 (2021 - £2,372,225). This is

induded within cost of sales.

The amount of write-down of group inventories recagnised as an expense in the year is £nil (2021 - Enil). This is included

in cost of sales,

19 Trade and other receivables

Group Company
2022 2021 2022 2021
£ £ £ E
Trade receivables 7,586,870 5,963,027 - -
Receivables from related parties 133,412 483,414 1,251,639 719,720
Other prepayments 848,352 1,408,573 - -
Social security and other taxes 26,002 - - -
QOther receivables 383,683 275,459 3,081 1,559
8,978,319 8,131,473 1,254,720 721,279

The amortised cost of those trade and other receivables classified as financial instrument loans and receivables are

disclosed in the financial instruments note.

The group's exposure to credit and market risks, including impairments and allowances for credit losses, relating to trade

and other receivables is disclosed in the financial risk management and impairment note.

20 Cash and cash equivalents

Group Company

2022 2021 2022 2021

£ £ £ £

Cash at bank 3,552,745 5,150,815 81,325 251,093
21 Share capital

2022 2021

No. £ No, £

Ordinary shares of £1 each 12,000 12,000 12,000 12,000

Ordinary shares of £3 each 667 2,001 934 2,802

12,667 14,061 12,934 14,802

Rights, preferences and restrictions

Each ordinary share of £1 is entitled to one vote, Each ordinary share of £3 is entitled to three votes.

On 13 July 2022, the company repurchased 267 B Ordinary shares. A total consideration of £372,411 was paid on the
repurchase of the shares. The repurchased shares were cancelled. The share capital of the company was reduced by

£801 comprising the 267 B Ordinary shares of £3 each.
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22 Reserves
Group

Share capital
Represents the nominal value of shares that have been issued.

Capital redemption reserve
Represents the amount of shares the group bought back.

Retained earnings
Includes alt current and prior period retained profits and losses.

Company

Share capital
Represents the nominal value of shares that have been issued.

Capital redemption reserve
Represents the amount of shares the company bought back.

Retained earnings
Includes all current and prior period retained profits and losses.

23 Loans and borrowings

Group Company
2022 2021 2022 2021
£ £ £ £
Non-current loans and borrowings
Bank berrowings 5,468,493 5,445,126 5,445,126 5,445,126
Redeemable preference shares 1,686,885 936,885 1,686,885 936,885
7,155,378 6,382,011 7,132,011 6,382,011
Group Company
2022 2021 2022 2021
£ £ £ 3
Current loans and borrowings
Bank borrowings 10,800 - - -
Other borrowings 944,041 944,041 944,041 944,041
954,841 544,041 944,041 944,041

Group
Bank borrowings

On 18 December 2020 the group, together with its related company Cathay Investments Limited, refinanced their bank
barrowings with HSBC Bank PLC. All the loans are denominated in sterling with a nominal interest rate of 3.0 - 4.0%
above the SONIA Rate, and with the final instalment due by 28 February 2025. The carrying amount of these loans at the
year end is £5,445,126 {2021: £5,445,126).

On the acquisition of CAJ Mercian Holdings Limited group of companies, the group acquired a further bank loan. The loan
is provided by Lloyds Bank and is denominated in sterling with a nominal interest rate of 2.5%, and with the finat
instalment due by 5 May 2026, The carrying amount at the year end is £34,167 (2021: £Nil).

Redeemable preference shares

The holder of the redeemable preference shares has the right to redeem such shares at par. The holders of the
redeemable preference shares have confirmed their intentions to hold the shares for more than one year, Accordingly,
these redeemable preference shares are presented as a liability within non-current loans and barrowings in the statement
of financial position.
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23 Loans and borrowings (continued)

The redeemable preference shares carry a 0% coupon rate.
Movement in liability:

2022 2021
£ £
Proceeds from issue of redeemable preference shares 750,000 -

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

The group's exposure to market and liquidity risk, including maturity analysis, in respect of loans and borrowings is
disciosed in the financial risk management and impairment note.

24 Pension and other schemes
Defined contribution pension scheme

The group operates a defined contribution pension scheme. The pension cost charged for the year from continuing
operations represents contributions payable by the group to the scheme and amounted to £177,169 (2021 - £135,496).

Contributions totalling £25,807 (2021 - £33,996) were payable to the scheme at the end of the year and are included in
creditors.

25 Other provisions

Group
Dilapidations

Rates provision provision Total
£ £ £
At 1 January 2022 2,589,167 974,000 3,563,167
Additional provisions 609,996 141,072 751,068
Provisions used - - -
At 31 December 2022 3,199,163 1,115,072 4,314,235
Nor-current liabilites - 1,115,072 1,115,072

Provisions with amounts of £3,199,163 (2021 - £2,589,167) expected to fall due within one year and £1,115,072 (2021 -
£974,000) expected to fall due after more than one year.
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26 Trade and other payables

Group Company
2022 2021 2022 2021
£ £ 3 £
Trade payables 2,026,010 1,989,205 218 5,645
Accrued expenses 427,592 1,076,506 21,000 21,000
Amounts due to related parties 318,095 91,553 3,033,775 205,242
Social security and other taxes 1,024,452 1,071,857 - 2,087
Other payables 2,311,682 2,186,992 10 10
6,107,831 6,416,113 3,055,003 233,984

Included within the other payables balance is an ameunt of £2,137,409 (2021 - £2,176,987) in respect of the group's
invoice discounting facility. This amount is secured by fixed and floating charges over the group's assets.

The amortised cost of the trade and other payables classified as financial instruments are disclosed in the financial

ingtruments note.

The group's exposure to market and liquidity risks, including maturity analysis, related to trade and other payables is
disclosed in the financial risk management and impairment note,

27 Contingent liabilities
Company

The company has given cross guarantees to the groups bankers in respect of borrowings by certain group companies. The
amount guaranteed is £18,748,378 (2021 - £21,962,233).

28 Financial instruments

Categories of financial instruments

The group and the company held the following financial assets:

Group Company
2022 2021 2022 2021
£ £ £ £
Trade and other receivables 8,129,967 6,721,900 1,254,720 721,279
Cash and cash equivalents 3,552,745 5,150,815 81,325 251,093
11,682,712 11,872,715 1,336,045 972,372
The group and the company held the following financial liabilities:
Group Company
2022 2021 2022 2021
£ £ £ £
Trade and other payables 6,107,831 6,416,113 3,055,003 233,984
Bank borrowings 5,479,293 5,445,126 5,445,126 5,445,126
Lease liabilities 29,473,020 32,086,834 - -
Other barrowings 944,041 944,041 944,041 944,041
Redeemable preference shares 1,686,885 936,885 1,686,885 936,885
43,691,070 45,828,999 11,131,055 7,560,036
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29 Financial risk management and impairment of financial assets

The group's and the company's activities expose it to a variety of financial risks: market risks, credit risk, liquidity risk,
cash flow interest rate risk and fair value interest rate risk. The group's and the company's overall risk management
programme focuses on the unpredirtahility of the marketplace and seeks to minimise potential adverse effects on the
group’s and the company’s financial performance.

Risk management is carried out by the operating divisions under policies approved by the Board of Directors.

Market risk
Interest rate risk

The group’s and company's interest rate risk arises from long term borrowings. Borrowings at variable rate expose the
group and company to cash flow interest rate risk which is partially offset by cash held at variable 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 liabilities
the analysis is prepared assuming the amount of the lability outstanding at the statement of financial position date was
outstanding for the whale year. The group’s and company's assessment of the reasonably possible change in interest
rates is 2.5% increase or decrease.

Based on bank borrowings at 31 December 2022 if interest rates were 2.5% higher {or tower) and all other variables
were held constant, the group’s net profit would decrease (or increase} by £136,982.

Credit risk and impairment

The group's and the company's exposure to credit risk is limited to the carrying value of financiat assets recognised at the
year end. The maximum exposure to credit risk in refation to trade receivables is equivalent to the year end balance. The
group continucusly monitors the creditworthiness of customers and other counterparties. The group's and the company's
policy is to deal only with creditworthy counterparties. The group benefits from credit insurance on some of its trade
receivables.

The group and the company is not exposed to any significant credit risk exposure to any single counterparty or any
company of counterparties having similar characteristics. The credit risk for cash and cash equivalents is considered
negligible since the counterparties are reputable banks with high quality external credit ratings.

Impairment losses on financial assets recognised in profit or loss were as follows:

2022 2021
£ £
Impairment loss on trade receivables (42,127} (11,660)

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 kquidity needs are assessed through monthly,
quarterly, and annual cash flow forecasts.

47



Cathay Investments 2 Limited

DocuSign Envelope ID: F876B10F-AF 13-4F27-A40F-43A6E2D7D787

Notes to the Financial Statements for the Year Ended 31 December 2022

29 Financial risk management and impairment of financial assets (continued)

Maturity analysis

2022

Mon-interest bearing borrowings
Bank borrowings

Redeemable preference shares
Lease fiabilities

2021

Non-interest bearing borrowings
Bank borrowings

Redeemable preference shares
Lease liabilities

Capital risk management

Capital components

Totat capital is calculated as equity, as shown in the consolidated statement of financial position, plus debt.

Externally imposed capital requirements

Within 1 year After 1 year Total
£ £ £

944,041 - 944,041

10,800 5,468,493 5,479,293

- 1,686,885 1,686,885

3,858,033 25,574,987 29,473,020
4,852,874 32,730,365 37,583,239

Within 1 year After 1 year Total
E £ 3

944,041 - 944,041

- 5,445,126 5,445,126

- 936,885 936,885

4,449,384 27,637,450 32,086,834

5,393,425 34,019,451 39,412,886

The group has no externally imposed capital requirements.

Capital management

The group’s and company's policy is 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, retained earnings, preference shares and other debt, The group monitors performance at both a
corparate 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 characteristics of the

underlying assets.

29 Financial risk management and impairment of financial assets (continued)
The armounts managed as capital by the group and the company for the reporting periods under review are summarised

as foltows:

Share capital

Retained earnings
Redeemable preference shares
Bank borrowings

Group Company
2022 2021 2022 2021
£ £ £ £
14,001 14,802 14,001 14,802
(497,070) 491,714 4,622,726 6,164,233
1,686,885 936,885 1,686,885 936,885
5,479,293 5445 1286 5,445,126 5,445,126
6,683,109 6,888,527 11,768,738 12,561,046
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30 Related party transactions

Key management personnel
B Chaing, director

K Johnson, director

D Nicholas, director

M Chaing, director

S Chaing, director

During the financial year, on 13 July 2022, G Thwaites resigned as a director and the company repurchased the shares of
the director as disclosed in note 21.

Summary of transactions with key management

During the year, B Chaing continued to provide a loan to the company. At the year end the amount due to B Chaing was
£944,041 (2021 - £944,041). The loan from B Chaing is interest free and repayable on demand.

Summary of transactions with parent company

During the year, Chaing Equities Limited provided a loan to the company, During the year, Chaing Equities Limited
recharged insurance costs to Cathay Investments 2 Limited totalling £52,797 (2021 - £52,470). Chaing Equities Limited
charged rent to Cathay Investments 2 Limited group companies totalling £17,925 (2021 £7,469). Cathay Investments 2
Limited charged accounts and audit fees to Chaing Equities Limited totalling £nil {2021; £18,025). The amount due to
Chaing Equities Limited at the year end is £84,162 (2021 - £84,162).

Summary of transactions with entities with joint control or significant interest
Cathay Investments Limited and s subisidiary companies, related due to cammon control
During the year, Cathay Investments Limited and subsidiary companies recharged costs of £86,577 (2021 - £135,080) to
the group. During the year the group paid management expenses of £945,000 (2021 - £900,000) to Cathay Investments

Limited and its subsidiary companies.

During the year, the group made sales of £1,008,545 (2021 - £1,232,101} to Cathay Investments Limited and its
subsidiary companies.

During the year, the group received a loan from Cathay Investments Limited. The group advanced an amount of
£505,219 (2021 - £200,000) to Cathay Investments Limited during the year. Cathay Investments Limited made loan
repayments of £503,279 (2021 - £1,281,596) during the year.

The group has given cross guarantees in respect of borrowings by Cathay Investments Limited and certain of its
subsidiaries. The total amount of contingencies not included in the balance sheet is £16,610,969 (2021 - £19,785,245).

At the year end the net amount due from Cathay Investments Limited and its subsidiary companies is £7,543 (2021 - due
from £476,710).

Cathay Investments 3 Limited and its subsidiary companies, related due to common control

During the vear, Cathay Investments 3 Limited and subsidiary companies recharged costs of £863,465 {2021 - £5,687) ta
the group.

During the vear, the group made sales of £4,871 (2021 - £nil) to Cathay Investments 3 Limited and its subsidiary
companies.

During the year, the group advanced an amount of £3,000 (2021 - £5,000) to Cathay Investments 3 Limited and its
subsidiaries.

At the year end the net amount due to Cathay Investments 3 Limited and its subsidiary companies Is £92,977 (2021 -
£687).
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30 Related party transactions (continued)

Income and receivables from related parties

Entities with

joint control

Parent or significant

company influence

2022 £ £
Receipt of services - 1,013,016

Recharged expenses - -

Settlement of liabilities - (503,279)
Provision of loan - 508,219
- 1,014,956
Amounts receivable from related party - 98,412
Entities with

joint control

Parent or significant

company influence

2021 £ £
Receipt of services - 1,232,101

Recharged expenses 18,025 -

Settfement of liabilities - (1,281,596)
Provision of loan - 200,000
18,025 150,505

Amounts receivable from related party - 482,214

Expenditure with and payables to related parties

Entities with

joint control

Parent or significant

company influence

2022 E £
Rendering of services 17,925 1,808,435
Recharged expenses 52,797 86,577
70,722 1,895,012
Amounts payable to refated party 84,162 198,932
Entities with

joint control

Parent or significant

company influence

2021 £ £
Rendering of services 7,469 900,000
Recharged expenses 54,470 136,080
61,939 1,036,080
Amaounts payable to related party 84,162 6,191
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30 Related party transactions (continued)

Loans from related parties
Key

management

2022 L
At start of period 944,041
At end of period 944,041

Key

management

2021 £
At start of period 944,041
At end of period 944,041

31 Post balance sheet events

On 29 June 2023 the company declared a dividend of £2,779,440 in respect of the A Ordinary shares and £220,506 in
respect of the B Ordinary shares. There were no conditions or restrictions associated with the dividend.

32 Controlling party
The company's immediate parent company is Chaing Equities Limited, incorporated in England and Wales.

The ultimate controlling party is B Chaing and members of his close family, who control, directly or indirectly, 100% of
the share capital in Chaing Equities Limited.

The most senior entity producing publicly available consolidated financial statements is Chaing Equities timited. These
financial statements are available upon request fram 43 Friends Road, Croydon, United Kingdom, CRO 1ED.
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