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DHG Bidco Limited
Annual report and financial statements for the period ended 31 March 2020

Strategic Report

introduction
DHG Bidco Ltd was Incorporated following the acquisition of DHGH (and its sybsidiaries) in December 2019 by

Archimed. These consolidated accounts therefore present the financial performance of the 4 months December
20119 to March 2020.

‘The group provides products and services that uniquely enables the healthcare challenges associated with reduced
patient movement to be anticlpated, managed and in many cases resolved to support care providers and those they
care for.

Business Review
During the reporting period, the group has traded in line with expectations, generating operating profits before
exceptional costs of £2.0mil.

On 4 December 2019, the group acquired 100% of the equity tnstruments of Direct Healthcare Group Heldings Limited,
a UK based business, thereby cbtaining control. Direct Healthcare Group Heldings Limited manufactures and sells a
range of medical devices that contribyte to the delivery of harm free patient care, and was identified as being a
strategic fit into the business, with the anticipation that muftiple synergles could be established by implementing a
buy and build strategy moving forwards.

Exceptional costs in the pericd mainly refate to deal costs

Principal risks and uncertainties
The principal risks and uncertainties that might affect the Group meeting its objectives are:

Market risk

The Group has a diversified product range across its main divislons: Pressure Area Care; Specialist Seating;
Wheelchair cushions and accessories; rental & service; patient handling and is continually developing new and
existing products to meet customer requirements. The group also has a well-diversified customer portfalio.

Quatity risk

The Group complies with high standards of quality throughout Its business. Products are tested throughout the
production processes, and the Group adheres to all relevant regulation and legislation, including relevant British and
International Standards.

Price risk
Where possible the Group engages In customer contracts to enable any sustained Jncreases or decreases In raw
material prices to be reflected in customer prices.

Credit risk
The directors set credit limits for customers based on a combination of payment history and third-party credit
references. Trading within these limits and related terms are monitored on a regular basis.
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Strategic Report {continuad)

Golng concern

Following the acquisition of the Group by Archimed in December 2019, the group has grown revenues and EBITDA
both organically and through acquisitions. The business is well placed to continue to support healthcare providers
during the cerrent pandemic but also benefit from a post COVID environment.

The initial Impact of COVID saw an increase in revenues and EBITDA as the business helped healthcare providers -
prepare and manage the pandemic.

In the following months since the outbreak, revenues and EBITDA have remalned strong ~ with organiec growth of
9% and 14% respectively vs previous year {August YTD 2020 vs 2019).

With the backing of Archimed, the Group of which DHG Bidco is a part has also started to execute on its M&A
strategy, during which the Patient Handling Division for £U and ROW had been acquired from Handicare AB In May
2020. This acquisition was part funded through additionat equity but also through senior debt which has a bullet
repayment in 2026.

Management have prepared financial forecasts for a perlod of greater than 12 months from signing, that show that
the business expects to continue to trade profitability and has sufficient working capital to fund this growth. These
forecasts also demonstrate that all covenants are expected to be met.

For these reasons, the Directors believe it s appropriate to apply the going concern basis in preparing the financial
staternents.

Financlal key performance indicators

The Group's success is measured using a range of financial and non-financial key performance indicators ("KPIs’) that
are closely monitored by the directors,

The non-financial KPls inciude customer orders satisfled on time and In full ("OTIF*) which again consistently exceeded
98% throughout the period across all product lines. Internal Health & Safety statistics are also monitored with no
incidents being reported under the Reporting of Injuries, Diseases and Dangerous Occurences Regulations 2013
{(“RIDDOR").

Strategic objectives

The Group's key strategic objectives are to support healthcare organisations in the UK and around the world with the
delivery of harm-free patient care. This ambition extends across all of the divisions and in both the UK and overseas
markets. As part of this the Group intends to continue performing strongiy against its KPls.

Environment, social and governance policy

Envirenment

Activity to reduce our environmental impact Is focused on environmental management, energy reduction,
minimisation of waste, diversion of waste from fandfill and water conservation. The Group is certified to
Environmental Management System 14001.

Health & safety

The safety and well-being of our staff and all visitors to our facilitles remains a priority for everyone within the business.
We contlnue to focus on all aspects of health and safety, with a special emphasis on those areas with the potential to
cause serious harm.
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Strategic Report {continued)
Employees

The Group remains focused on supporting and developing people through training, communications and engagement,
The Group has achleved Investors In People Gold Certification in the period.

Ethicat policy

We emphasise the Importance of operating a business in both a responsible and ethical manner, and have set up
appropriate standards and policies to uphold laws relevant to prevention of bribery and corruption in all the
Jurisdictions in which we operate. The Group has In place policies and procedures covering Whistleblowing and Anti-
Bribery, the latter including policies in respect of gifts and hospitality.

The Group’s ethical policy incorporates a Supplier Code of Conduct that has been communicated and rolied out to all
suppliers via the peurchasing team. All suppliers are expected to agree and adhere to the terms of this cade.

This report was approved by the board and signed on its behalf.

P

RBN Brodie
Director

Date: 4 November 2020
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Directors’ report
The directors present their report and the financial statements for the pertod ended 31 March 2020.

Directors
The directors who served during the year were:

P F Demleitner {appointed 4 December 2019, resigned 17 December 2019)
A CM Faguer (appointed 4 December 2019, resigned 17 December 2019)
R B N Brodie {appointed 17 December 2019)

G Ewart (appolnted 17 December 2019)

G J Boyle {appointed 17 Decemnber 2019)

Resuits and dividends
The loss for the perlod, after taxation, amounted to £2,710,000. Dividends of £3,200,000 were declared and paid
during the period.

Future developments
The Group expects to continue with its buy and build strategy alongside organic growth driven by product
development and an increasing customer base,

Disclosure of information to the auditor
As required by Section 418 of the Companles Act 20086, each Director serving at the date of approval of the financial

statements confirms that:

+ so far as the Director is aware, there is no relevant audit information of which the Company's auditor Is
unaware; and

e the Director has taken afl the steps that he ought to have taken as a Director in order to make himself aware
of any refevant audit information and to establish that the Company’s auditor is aware of that information.

Subsequent events

On 4 May 2020, the Group of which DHG Bidco Is a part acquired the Handicare EU patient handling business, with
operations in UK, Sweden, Netherlands, Norway and Denmark. The UK operation, Handicare PH Limited was
acquired directly by DHG Bldco alongside the Dutch entity, Handicare Bathroom Safety BV

On 9 June 2020, the Company entered into a debenture in favour of CSC Trustees Limited as a security agent and on
behalf of Muzinich Pan European Private Debt Lux¢o S.A rd and Muzinich Firstlight Middle Market Luxco 5.4 r.l. The
debenture took the form of a fixed and floating charge over the Group’s assets, The security was given In connection
with funding secured by the Group’s holding companies to facilitate a number of acquisitions.

Research and developmant
The business continues to Invest sighlficantly in research and development activities and this continued during the

year,
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Directors’ report {continued)
Auditors
The auditors, Grant Thornton UK LLP, will be proposed for reappointment in accordance with section 485 of the

Companies Act 2006.

This report was approved by the board and signed on its behalf,

-

RBN Brodie
Director

Y

Date: 4 November 2020
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Statement of directors’ responsibliities in respect of the annual report and financial statements

The Directars are responsible for preparing the Group Strategic Report, the Directars’ Report and the Group and
financial statements In accordance with appiicable law and regulations.

Company law requires the Directors to prepare financlal statements for each financlal year. Under that law, the
Directors have elected to prepare the financial statements in accordance with International Financial Reporting
Standards (International Accounting Standards and applicable faw). Under company law the Directors must not
approve the financial statements unless they are satisfled that they give a true and fair view of the state of affairs of
the Company and Group and of the profit or loss of the Group for that period. in preparing these financlal statements,
the Directors are required to:

* select suitable accounting policles and then apply them consistently;

* make judgements and estimates that are reasonable and prudent;

e state whether applicable international Financial Reporting Standards (International Accounting Standards
and applicable law) have been followed, subject to any departures disclosed and explained in the financial
statements; and

* prepare the financlal statements on the going concern basis unless it is inappropriate o presume that the
Group will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company's transactions and disclose with reasonable accuracy at any time the financlai position of the Company and
Group and enable them to ensure that its financlal statements comply with the Companies Act 2006. They have
general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Company
and Group and to prevent and detect fraud and other rregularities.
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Independent atuditor’s report to the members of DHG Bidco Limited

Opinlon

We have audited the financial statements of DHG Bidco Limited (the ‘Parent Company') and Its subsidiaries {the
'Group') for the period ended 31 March 2020, which comprise the Group Statement of Comprehensive Income, the
Group and Parent Company Statements of Financial Position, the Group and Company Statement of Changes in Equity,
the Group and Company Statement of Cash Flows and the refated notes, including a summary of significant accounting
policies. The financial reporting framework that has been applied In their preparation 1s applicable law and
international Financial Reporting Standards {IFRSs) as adopted by the European Union (EU).

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 March 2020
and of the Group's loss for the period then ended;
. have been properly prepared in accordance with IFRSs adopted by the EU; and

have been prepared In accordance with the requirements of the Companies Act 2006,

Basls 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 Auditors’ responsibilities for the audit of the
financlal statements section of our repert. We are independent of the Group In accordance with the ethical
requirements that are relevant to our audit of the financial statements In the United Kingdom, Including the Financial
Reporting Council’s Ethical Standard, and we have fulfilled our other ethical responsibllities in accordance with these
requirements. We believe that the audit evidence we have obtalned is sufficient and appropriate to provide a basls
for our opinion.

The impact of macro-economic uncertainties on our audit

Our audit of the financial statements requires us to obtaln an understanding of all relevant uncertainties, including
those arising as a consequence of the effects of macro-economic uncertainties such as COVID-19 and Brexit. All audits
assess and challenge the reasonableness of estimates made by the directors and the related disclosures and the
appropriateness of the going concern basis of preparation of the financial statements. All of these depend on
assessments of the future economic environment and the Group's or the parent company's future prospects and
performance.

COVID-19 and Brexit are amongst the most signlificant economic events currently faced by the UK, and at the date of
this report their effects are subject to unprecedented levels of uncertainty, with the full range of possible outcames
and their impacts unknown. We applied a standardised firm-wide approach in response to these uncertainties when
assessing the Group's or the parent company's future prospects and performance, However, no audit should be
expected to predict the unknowable factors or all possible future implications for a Group and the parent company
assoclated with these particular events.

10
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Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs {UK) require us to report
to you whete:

. the directors' use of the going concern basls of accounting in the preparation of the financial statements is not
appropriate; or
. the directors have not disclosed in the financlal statements any identified material uncertalnties that may cast

significant doubt about the Group's or the parent Company's abHlity to continue to adopt the going concern
basis of accounting for a period of at least twelve months from the date when the financial statements are
authorised for Issue.

In our evaluation of the directors’ conclusions, we consldered the risks associated with the Group's or the parent
company's business model, including effects arising from macre-economic uncertainties such as COVID-19 and Brexit,
and analysed how those risks might affect the Group's or the parent company's financial resources or abllity to
continue operations over the period of at least twelve months from the date when the flnancial statements are
authorised for issue. tn accordance with the above, we have nothing to report in these respects.

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes that
are Inconsistent with Judgements that were reasonable at the time they were made, the absence of reference to a
materlal uncertainty in this Auditor's Report Is not a guarantee that the Group and the parent company will continue
In operation.

Other Information

The directors are responsible for the other information, The other information comprises the Information included in
the Annual Report, cther than the financial statements and our Audttors' report thereon. Our oplnien on the financial
statements does not cover the other Information and, except to the extent otherwise explicitly stated in our report,
we do not express any form of assurance conclusion thereon,

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
dolng 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 materia
intonsistencles or apparent material misstatements, we are required to determine whether there Is a material
misstatement in the financial statements or a material misstaterent of the other Information. If, based on the work
we have performed, we conclude that there Is a material misstatement of this other information, we are required to
report that fact,

We have nothing to report in this regard.

Opinion on other matters prescribed by the Companies Act 2006

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

. the information given In the strategic report and the Directors' report for the finandlal period for which the
financlal statements are prepared Is consistent with the financial statements; and

. the Group strategic report and the Directors’ report have been prepared in accordance with applicable fegal
requirements.
Matter on which we are requiret! to report under the Companies Act 2006

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

11
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Matters on which we are required to report by exception

in the light of the knowledge and understanding of the Group and the Parent Company and its environment obtained

in the course of the audit, we have not identified material misstatements in the Group strategic report or the

Directors' repotrt.

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 Jaw are not made; or
. we have not recelved al! the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the Directors' responsibilities statement on page 9, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such internal
control as the directors determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

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

Auditors' responsibilities for the audit of the financial statements

Cur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an Auditors’ 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
1SAs (UK} will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at: www.frc.org.uk/fauditorsresponsibilities. This description forms part of our Auditors'
report.

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 Auditors’ report and for no other purpose. To the fuliest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Company and the Company's
members, as a body, for our audit work, for this report, or for the opinions we have formed.

David Munton BSc (Hons) FCA (Senior statutory auditor)
for and on behalf of

Grant Thornton UK LLP

Chartered Accountants

Statutory Auditor

Birmingham

Date: 6 November 2020
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Group Statement of Comprehensive Income

for the period 4 Dacember 2019 to 31 March 2020

Before  Amortisation Total
amortisation and
and exceptional
exceptional items (note
items 7)
£'000 £000 £000
Note
Revenue 5 8,327 - 8,327
Cost of Sales {3,320) - {3,320)
Gross Profit 5,007 - 5,007
Expenses
Iintangibles amortisation 15 - {636) {636}
Administrative expenses (3,082) (3,558) {6,640)
Dther operating income 6 4 - 4
Operating profit/{loss) 1,929 (3,194) {2,265)
finance costs 10 {196} ) - {196}
Profit / {loss) before taxation 1,733 (4,194) (2,461)
Taxation 12 {249) - (249}
Profit / {loss) for the period 1,424 (4,194) (2,710)
Total comprehensive income / .
{expense) 1,484 {,194) {2,710}

All amounts relate to continuing operations, and there were no gains or losses for period ended 31 March 2020, other
than those Included in the Statement of Comprehensive Income. The loss for the parent company for the period was
£2,979k.

The Group has elected to take the exemnption under Section 408 of the Companies Act 2006 not to present the parent
company profit and loss account.

The accompanying notes on pages 17 to 44 are an Integral part of these consolidated financial statements.
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Group and Parent Company Statement of Financial Position

As at 31 March 2020
Group Company
2020 2020
Note £000 £000
Assets
Non-current assets
Property and equipment 13 4,198 -
Intanglble assets 15 56,835 -
Investments 16 - 36,240
Total non-current assets 61,034 36,240
Current assets
Inventorles 17 1,751 -
Trade and other receivables 18 4,826 23,086
Cash and cash equivalents 5,121 2,467
Total current assets 11,698 25,553
Total assets 72,732 61,793
Equity and llabilitles
Capltal and reserves
Share capltal 23 i 1
Share premium account 24 54,368 54,468
Retalned earnings 25 1,590 1,203
Total equity 56,058 55,672
Non-current liabilitias
Lease liabilitles 14 {2,733) -
Deferred tax liability 20 (4,555) -
(7n288) -
Current llabilities
Trade and other payables 21 (8,857) {6,098)
Corporation tax payable {489) {23)
Lease liabilities 14 {40} -
(9,386) (6,121)
Total equity and Nabilities {72,732) {61,793}
The financial statements were approved by the Board of Directors and authorised for issue and were signed on its
behalf by:
J I
RBN Brodie °
Director Date: 4 November 2020

Registered number: 12349117
The accompanying notes on pages 17 ta 44 are an integral part of these consolidated financial statements.
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Group and Parent Company Statement of Changes in Equity
for the period ended 31 March 2020

Catled up Share

share premium Retained Total
Group capital account earnings equity

£000 £'000 £000 £000
At 4 December 2019 - - - -
Shares Issued - 61,968 - 61,968
Cancellation of share premium - {2,500} 7,500 -
Dividends - {3,200} {3,200)
Total transactions with owners - 54,468 4,300 58,768
Net loss for the period - - (2,710} (2,710)
Balance at 31 March 2020 - 54,468 1,590 56,058

Called up Share

share premium Retained Total
Company Capital account earnings equity

£000 £'000 £'000 £000
At 4 December 2019 - - - -
Shares issued - 61,968 - 61,968
Cancellation of share premium - {7,500) 7,500 -
Dividends - - {3,200) {3,200)
‘Total transactions with owners - 54,468 4,300 58,768
Net loss for the period - - {3,097) {3,097
Balance at 31 March 2020 - 54,468 1,203 85,671

The accompahying notes on pages 17 to 44 are an integral part of these consolldated financial statements.
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Group and Parent Statement of Cash Flows
for the period ended 31 March 2020

Note

Operating activities

Net profit/(loss) for the period

Items not involving cash:

Amartisation 15
Depreciation 13
interest payable

Corporation tax expense 12
Inventories

Trade and other receivables

Trade and other payables

Tax paid

Net cash utllised by operating activitles

Financing actlvities

(Repayment of)/new lease llabilities
Interest paid

Dividends paid

Net cash (used in} financing actlvities

tnvesting activities

Purchase of intanglbfe assets

Purchase of property and equipment 13
Acquisition of subsldiaries 29
Cash received from equity raise

Debt repald in respect of acquisition of subsidiarles

Cash acquired on acquisition

Net cash {used in} Investing activities
Change in cash during the period

Cash and cash equivalents at end of the period

Group
2020
£

{2,710)

636
486
196
249
(97)
(581)
1,250
{d91)

{1,062)
(202)

78
(3,200)

{3,414)

(96)
(185)
{31,249)
61,968
{22,948)
2,107

9,597
5,121

5121

Company
2020
£

(2,979)

{23,197)
971

{25,052)

-

(3,200)

(3,200)

(31,249}
61,568

30,719

2,467

2,467

The accompanying notes on pages 17 to 44 are an integral part of these consolidated financial statements.
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Notes to the financial statements
for the period ended 31 March 2020

1 Reporting entity

DHG Bidco Limited is a private company limited by shares and incorporated in England and Wales on 4 December
2019. The company's registered office can be found on the Company information page. These consolidated financial
statements comprise the Company and its subsidiaries (together referred to as the ‘Group’) for the period from date
of incorporation being 4 December 2019 to 31 March 2020.

The principal actlvity of the group Is the design, manufacture and sale of equipment and accessories used within the
medical profession.

The principal activity of the company is that of a holding company. The principal activities of the group are described
in the Group Strateglc Report.

2 Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financlal statements are set out below. The
Company's accounting policies are consistent with those of the Group unless otherwise stated.

Basis of preparation

The preparation of financial statements requires management 1o make estimates and judgements that affect the
reported amounts of assets and llabilitles and disclosure of contingent assets and Habllities at the date of the financial
statements and the reported amounts of income and expenditure during the reported period. The estimates and
assoclated judgements are based on historical experience and varlous other factors that are believed to be reasonable
under the circumstances, the results of which form the basls of making judgements about carrying values of assets
and liabilities that not readily apparent from other sources.

The estimates and underlying judgements are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period In which the estimate Is revised if the revision only affects that period, or in future periods if
the revision affects both current and future periods.

In preparation of these financial statements, estimates and judgements have been made by management concerning
the selection of useful lives of property, plant and equipment and intangible assets other than goodwill, provisions
necessary for certaln Habilittes, discount rates used In impairment reviews, the incremental borrowing rate used in
calculation of lease Habllities and categorisation of research and development expenditure. Actual amounts could
differ from those estimates.

17
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2 Summary of significant accounting policies (continued)

Going concern

The directors have considered a period of not less than twelve months following the period end, and have concluded
that, due to the ongoing levels of cash generation, the profitability of the group and forecasts for the following period,
there are no material uncertainties refated to events or conditions that may cast significant doubt about the ability of
the company to continue as a going concern.

Business combinations

The consolidated financial statements present the results of the Company and its own subsidiaries ("the Group*) as if
they form a single entity. Intercompany transactions and balances between group companies are therefore eliminated
in full.

The consolidated financlal statements Incorporate the results of buslness combinations using the purchase method.
tn the Statement of financial position, the acquiree’s identifiable assets, llabllities and contingent liabllities are Initlally
recognised at their fair values at the acquisition date, and any goodwill that arises Is tested annually for Impairment.
if the cost of acquisition is less than the fair value of the net assets of the subsidiary acquired, the difference is
recognised directly in the income statement for the perlod. Transaction costs are expensed as incurred, except if
related to the issue of debt or equity securities.

Subsidiaries are entities controlled by the Group. The Group ‘controls’ an entity when it is exposed to, or has rights
to, variable returns from its Involvement with the entity and has the ability to affect those returns through its power
over the entity. The results of acquired operations are Included in the Consolidated statement of comprehensive
Income from the date on which control Is obtalned. They are deconsolidated from the date control ceases.

The acquiree’s identifiable assets, labllities and contingent liabllitles that meet the conditlons for recognition under
IFRS 3 (2008) are recognised at their falr value at the acquisition date, except that:

¢ deferred tax assets or liabilities and fabilities or assets related to employee benefit arrangements are
recognised and measured in accordance with IAS 12 income Taxes and 1AS 19 Empioyee Benefits respectively;

» liabilities or equity instruments related to the replacement by the Group of an acquiree’s share based
payment awards are measured in accordance with IFRS 2 Share Based Payment; and

e assets [or disposal groups) that are classifled as held for sale in accordance with {FRS 5 Non-current Assets
Held for Sale and Discontinued Operations are measured in accordance with that standard.

Forelgn currency transiation
Functional nnd presentatlon currency

Items included In the financial statements of each consolidated entity in the Group are measured using the currency
of the primary economic environment in which the entity operates (the functional currency). The financial statements
are presented in pounds sterling, which Is the Group’s presentational and functional currency. These financial
statements are rounded to the nearest pound.

Transactions and bolances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactlons. At each period end foreign currency monetary items are translated using the closing rate.
Non monetary items measured at historical cost are translated using the exchange rate at the date of the transaction
and non-monetary items measured at fair value are measured using the exchange rate when falr value was
determined. Forelgn exchange gains and losses resulting from the settlement of foreign currency transactions and
from the transfation at period-end exchange rates of monetary assets and liabilities denominated in currencies other
than an entity’s functional currency are recognised in the consolidated statement of profit and comprehensive incoms
in adminlistrative expenses.

18
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2 Summary of significant accounting paolicles {continued)

Foreign currency translation (continued)
Group companies

Non-monetary jtems are not retranslated at period end and are measured at historical cost (translated using the
exchange rates at the transaction date), except for non-monetary ltems measured at fair value which are translated
using the exchange rates at the date when fair value was determined. Where a gain or loss on a non-monetary ltem
is recognized In other comprehensive income the forelgn exchange component of that gain or loss Is also recognized
in other comprehensive income.

Taxation

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

Current tax

The tax currently payable is based on taxable profit for the period. Taxable profit differs from net profit as reported
in profit or loss because it exciudes iterns of iIncome or expense that are taxable or deductible and it further excludes
ltems that are never taxable or deductible. The group’s liabllity for current tax Is calculated using tax rates that have
been enacted or substantlvely enacted by the end of the reporting perlod.

Deferred tax

Deferred tax Is the tax expected to be payable or recoverable on differences between the carrying amounts of assets
and liabilities In the financial statements and the corresponding tax bases used In the computation of taxable profit,
and is accounted for using the llabllity method.

Deferred tax Kabllities are generally recognised for all taxable temporary differences and deferred tax assets are
recognized to the extent that it Is probable that taxable profits will be avaifable against which deductible temporary
differences can be utflised. Such assets and llabllities are not recognized if the temporary difference arises from the
initial recognition of goodwlll or from the initlal recognition {other than in a business combination} of other assets
and liabilities in a transaction that affects nelther the taxabie profit nor the accounting profit.

Deferred tax on temporary differences associated with investments in subslidiaries Is not provided if reversal of these
temporary dlfferences can be controlled by the group and 1t Is probable that reversal will not occur in the foreseeabie
future.

Deferred tax assets and liabilities are calculated, without discounting, at tax rates that are expected to apply to their
respective period of realization, provided those rates are enacted or substantively enacted by the end of the reporting
period. Deferred tax assets are recognized to the extent that it is probable that the underlying tax loss or deductible
temporary difference will be utilised against future taxable income. This is assessed based on the group’s forecast of
future operating results, adjusted for significant non-taxable income and expenses and specific limits on the use of
any unused tax loss or credit, Deferred tax Habllities are always provided for in full.

Deferred tax assets and liabilities are offset only when the group has a right and intention to set off current tax assets
and labllities from the same taxation authority. Changes in deferred tax assets or liabilities are recognized as a
component of tax income or expense In profit or loss, except where they relate to items that are recognized in other
comprehensive income, or directly in equity, in which case the related deferred tax is also recognized In other
comprehensive income or equity, respectively.

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand and demand deposits, together with other short-term, highly liquid
Investments maturing within 90 days from date of acquisition that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes in value.

In the Consofidated statement of cash flows, cash and ¢ash equivalents are shown net of bank overdrafts that are
repayable an demand and form an integral part of the Group's cash management.
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2 Summary of significant accounting policies (continued)

inventories

Inventories are stated at the lower of cost and net reallsable value. Cost comprises direct materials and, where
applicable, direct labour costs and those overheads that have been incurred in bringing the inventories to their
present location and conditton, Cost Is calculated using the weighted average cost method. Net realisable value
represents the estimated cost of completion and costs to sell.

At each balance sheet date, stocks are assessed for impairment. If stock is impaired, the carrylng amount is reduced
to its selling price less costs to complete and sell, The Impairment loss Is recognised immediately in profit or loss.

Leases

For any new contracts entered into the group considers whether a contract is, or contains a lease. A lease is defined
as “a contract, or part of a contract, that conveys the right of use asset {the underlying asset) for a period of time in
exchange for consideration’. To apply this definition the group assesses whether the contract meets three key
evaluations which are whether:

- The contract contains an Identified asset, which is either explicitly identified in the contract or impHcitly
specified by being identified at the time the asset is made avalable to the company.

- The company has the right to obtain substantially all of the economic benefits from use of the identified asset
throughout the period of use.

- The company assesses whether it has the right to direct ‘how and for what purpose’ the asset is used
throughout the period of use.

Measurement and recognition of leases as a lessee

At lease commencement date, the group recognises a right-of-use asset and a lease liability on the balance sheet. The
right-of-use asset is measured at cost, which Is made up of the Initial measurement of the lease 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 (net of any incentive received).

The group depreciates the right-of-use assets on a straight-line basis from the lease commencermnent 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 leases Hability at the present value of the lease payments unpald
at that date, discounted using the group’s incremental borrowing rate of 4.31%. The group has elected to apply a
single discount rate to a portfollo of leases with reasonably similar characteristics using practical expedients.

Lease payments inciuded in the measurement of the lease liability are made up of fixed payments, variable payments
based on an index or rate, amounts expected to be payable under a residual value guarantee and payments arising
from aptions reasonably certain to be exercised.

Subseguent to Initial measurement, the liabllity will be reduced for payments made and increased for interest. jt is
remeasured to reflect any reassessment or modification, or if there are changes in in-substance fixed payments.

When the lease liabllity is remeasured, the corresponding adjustment is reflected in the right-of-use asset, or profit
and loss If the right-of-use asset is already reduced to zero.

‘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 recognised as an
expense In profit or loss on a straight-line basis over the lease term.

On the statement of financlal position, the right-of-use assets have been included in property, plant and equipment
and lease liabllities have been included in lease liabilities.
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2 summary of significant accounting policles (continued)

Measurement and recognition of leases as a lessee {continued)
Right-of-use assets are transferred between group companies on a nif profit or loss basis,
Government grants

Government grants received on capital expenditure are Initlally recognised within deferred income on the Group’s
Balance sheet and are subsequently recognised in profit or loss on a systematic basis over the useful life of the related
capital expenditure,

Grants for revenue expenditure are presented as part of the profit or loss in the periods in which the expenditure is
recognised. '

Intangible assets

Goodwill

Goodwill represents the difference between amounts pald on the cost of a business combination and the acquirer’s
interest In the fair value of the Group's share of its identifiable assets and liabllities of the acquiree at the date of
acquisition. Subsequent to Initial recognition, goodwill is measured at cost less accumulated impairment losses. Refer
to Note 15 for a description of Impairment testing procedures.

Initial recognition of intangible assets

Patents

Patents are initially recognized at cost.

Brands, manufacturing know-how and customers lists

Brand names, manufacturing know-how and customer [ists acquired In a business combination that qualify for
separate recognition are recognized as intangible assets at their fair vaiues,

internally developed medical technology and apparatus

Expendlture on the research of projects to develop new specialist medical equipment is recognised as an expense as
incurred. Costs that are directly attributable to a project’s development phase are recognised as intangible assets,
provided they meet the following recognition requirements:

- The development costs can be measured reliably;

- The project is technicaily and commercially feasible;

- The company Intends to and has sufficient resources to complete the project;

- The company has the ability to use or sell the software;

- The specialist medical equipment will generate probable future economic benefits.

Development costs not meeting these criteria for capitalisation are expensed as incurred.
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2 Summary of significant accounting policies {continued)

Subsequent measurement

All finlte-lived intangible assets, including capitalized internally generated development medical technology and
apparatus, are accounted for using the cost model whereby capitalized costs are amortised on a straight-line basis
over thelr estimated useful lives. Resldual values and useful lives are reviewed at each reporting date. in addition,
they are subject to impairment testing as described in Note 15. The following useful! lives are applied:

Patents ~ S years
Manufacturing know-how - 10 years
Trademarks - 25 years
Brands and customer relationships - 15 years
-Development costs - 6 years

Any capitalized internally generated development medical apparatus and technology that is not yet complete is not
amortised but is subject to impalrment testing.

Amortisation is included within depreciation, amortisation and impairment of non-financial assets.

When an intanglble asset is disposed, the gain or loss on disposal is determined as the difference between the
proceeds and the carrying amount of the asset, and is recognized in profit or loss within other income or expenses.

Property, plant and eguipment

Property, plant and equipment under the cost model are stated at historical cost less accumulated depreciation and
any accumulated Impairment losses. Historical cost includes expenditure that is directly attributable to bringing the
asset to the location and condition necessary for it to be capable of operating In the manner intended by management.

Depreciation s charged so as to allocate the cost of assets less their residual value over their estimated useful lives,
using the straight-line method. Depreclation is provided on the following basis:

Leasehold improvements -3to0 7 years

Plant and machinery ~ 3 to 10 years
Motor vehicles - 4 years

Fixtures and fittings - 3years

Right of use assets - over length of lease
Hire equipment - 5 years

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted prospectively If
appropriate, or if there Is an indicatlon of a significant change since the last reporting date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are recognised
in the consoildated statement of comprehensive income.

Assets under construction are not depreclated untHl brought into use. In the case of right-of-use assets, expected
useful 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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2 Summary of signiflcant accounting poticies {continued)

Development costs

Expenditure on research and non-qualifying development is written off against profits in the financial period in which
itIs incurred.

Investments in subsidlary undertakings

Investments in subsidiary undertakings are carried at cost, less accumulated impairment provision. Such investments
are subject to review and any impairment is charged to the consolidated statement of comprehensive income.

Share capital and share premium

Share capital represents the nominal value of shares that have been issued. Share premium Includes any premlums
received on issue of share capital. Any transaction costs associated with the issuing of shaves are deducted from share
premium, net of any related income tax benefits.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, and represents amounts receivable
for goods supplied stated net of value added taxes. The Group recognises revenue when performance obligations
have been satisfied and for the group this Is when the goods {sale of specialist medical equipment) and services thire,
servicing and cleaning of specialist medical equipment} have transferred to the customer and the customer has control
of these. The Group’s activitles are described in detall below. The Group bases its estimate of return on historlcal
results, taking into consideration the type of customer, the type of transactions and the specifics of each arrangement,
Discounts and returns are highly Immaterial.

{a) Sale of goods

The Group manufactures and sells a range of specizalist medical equipment. Sales are recognised when control of the
products has transferred, belng when the products are delivered to the customer where the company provides
delivery or upon collection by the customer if no delivery Is provided. Delivery occurs when the products have been
shipped to the specific location, the risks of obsolescence and loss have been transferred and the customer has
accepted the praducts including objective evidence of acceptance.

{b) Hire of equipment

The Group hires out specialist medical equipment. Revenue is recognised on a stralght-line basis over the hire period
as economic henefits are derived across the life of the rental period. Any hire agreements have been assessed in order
to determine whether the contract contains a lease. Given that the Group retains the right to direct how and for what
purpose the asset is used throughout the period of use, then these agreements are not considered to contain a lease
as defined by IFRS 16 "Leases”.

{¢) Servicing

The company provides service, repair and decontamination services. The associated revenue Is recognised when the
performance obligations associated with the contract are substantially met, which Is over the time the service is
provided.

Exceptional items

Exceptional items are transactions that fall within the ordinary actlvities of the group but are presented separately
due to their size or incldence. See Note 7 for further details.
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2 Summary of significant accounting policles {continued)
Impairment testing of goodwill, other intanglble assets and property, plant and equipment

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are largely
Independent cash inflows {cash-generating units). As a result, some assets are individually tested for impalrments and
some are tested at cash-generating unit level. Goodwill is allocated to those cash-generating units that expected to
benefit from synergies of a related business combination and represent the lowest level within the group at which
management monitors goodwill.

Cash-generating units to which goodwill has been allocated are tested for impairment at least annually. All other
individual assets or cash-generating units are tested for impairment whenever events or changes in circumstanges
indicate that the carrying amount may not be recoverable,

An Impairment loss Is recognized for the amount by which the asset’s (or cash-generating unit’s) carrying amount
exceeds its recoverable amount which Is the higher of fair value less costs of disposal and value-in-use, To determine
value-in-use, management estimates expected future cash flows from each cash-generating unit and determines a
sultable discount rate in order to calculate the present value of those cash flows. The data used for impairment testing
procedures are directly linked to the group’s latest approved budget, adjusted as necessary to exclude the effects of
future reorganisations and asset enhancements. Discount factors are determined individually for each cash-
generating unit and reflect current market assessments of the time value of money and asset-specific risk factors.

Impairment for cash-generating units reduce first the carrying amount of any goodwill altocated to that cash-
generating unit. Any remaining impafrment loss Is charged pro rata to the other assets in the cash-generating unit.

With the excepticn of goodwill, all assets are subsequently reassessed for indications that an impairment loss
previously recognised may no longer exist. An impairment loss is reversed if the asset’s or cash-generating unit’s
recoverable amount exceeds its carrying amount.

Dividends

Equity dividends are recognised when they become legally payable. Interlm equity dividends are recognised when
pald. Final equity dividends are recognised when approved by the shareholders at an annual general meeting.
Dividends on shares recognised as liabilities are recognised as expenses and classified within interest payable.

Pensions
Defined contribution pension plan

The Group operates a defined contribution plan for Its employees. A defined contribution plan is a pension plan under
which the Group pays fixed contributions into a separate entity. Once the contributions have been paid the Group
has no further payment abligations.

The contributions are recognised as an expense in the Consolidated statement of comprehensive income when they
fall due. Amounts not paid are shown in accruals as a liability in the balance sheet, The assets of the plan are held
separately from the Group in independently administered funds.

Borrowing costs

All borrowing costs are recognised in the Consolidated statement of comprehensive income in the period In which
they are incurred and reported In finance costs.

Provisions for liabilities

Provisions are made where an event has taken place that gives the Group a legal or constructive obligation that
probably requires settlement by a transfer of economic benefit, and a reliable estimate can be made of the amount
of the obligation.

Provisions are charged as an expense to the Consolidated statement of comprehensive Income in the period that the
Group becomes aware of the cbligation, and are measured at the best estimate at the balance sheet date of the
expenditure required to settle the obligation, taking into account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the balance sheet.
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2 Summary of significant accounting policies (continued)
Financial Instruments
Financlal assets, loans and receivables

The assets generated from goods or services transferred to customers are presented as either recelvables or contract
assets, in accordance with JFRS 15. The assessment of impairment of recelvables is in accordance with IFRS 9 "Financial
Instruments’. The graoup does not have any contract assets,

All cash flows from customers are solefy payments of principal and interest, and do not contain a significant financing
component. Financial assets generated from all of the company’s revenue streams are therefore initially measured at
thetr fair value, which Is considered to be their transaction price {as defined in IFRS 15) and are subsegquently
remeasured at amortised cost.

Under IFRS 9, the company recognises a loss allowance for expected credit losses (ECL) on financial assets
subsequently measured at amortised cost using a the ’simplified approach’. individually significant balances are
reviewed separately for impairment based on credIt terms agreed with the customer. Other balances are assessed
into credit risk categories and reviewed in aggregate.

Trade receivable and cash at bank and in hand are non-derivative financlal assets with fixed or determinable payments
that are not quoted In an active market. Trade receivables are initially recorded at falr value net of transaction costs,
being invoiced amounts less any provisional estimate for impairment necessary due to a loss event. Trade recelvables
are subsequently remeasured at invoiced value, less an updated provision for impairment. Any change in their value
through impalrmeant or reversal of Impairment is recognised [n the profit and loss account.

Cash and cash equivalents Include cash at bank and in hand and bank deposits available with no notice or less than
three months’ notice from inception that are subject to an insignificant risk of changes tn value, Bank overdrafts are
presented as current ltabilities to the extent that there is no right to offset with cash balances.

Following initial recognition, financial assets are subsequently remeasured at amortised cost using the effective
interest method.

Financial liabilities

The company’s financial liabilities are trade and other payables including accrued expenses, and amounts owed to
company companies.,

All interest related charges are recognised as an expense in ‘Interest payable and similar charges’ in the profit and
loss account.

Bank and other borrowings are intlally recognised at fair value net of transaction costs. Gains and losses arising on
the repurchase, settlement or canceliation of liabilitles are recognised respectively in finance Income and finance
costs. Borrowling costs are recognlised as an expense in the period in which they are Incurred.

Trade payables on normal terms are not interest bearing and are stated at their fair value on initial recognition and
subsequently at amortised cost.

Trade and other receivables

The group makes use of a simplified approach in accounting for trade and other recelvables and records the loss
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 financial Instrument. In calculating, the group uses its
historical experience, external indicators and forward-looking information to calculate the expected credit losses
using a provision matrix. The group assesses impairment of trade receivables on 2 collective basis as they possess
shared credit risk characteristics. Refer to Note 18 for a detailed analysis of how the impairment requirements of IFRS
9 are applied.
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3 New standards, amendments and IRFIC interpretations

iFRS 16 Leases is a new accounting standard effective for perlods ending on or after 31 December 2019. The company
elected to early adopt this standard for the period ended 31 March 2019.

There are no other amendments to accounting standards, or IFRIC interpretations that are effective for the period
ended 31 March 2020 that have had a material impact on the group. There are no other amendments to accounting
standards, or IFRIC interpretations that are not yet effective that are expected to have a materialimpact on the group.

4 Critical accounting estimates and judgements

There are no critical judgements in the preparation of these financial statements. Estimates have been made by
management concerning the following:

Incremental borrowing rate applled to right-of-use assets

Determintng the incremental borrowing rate appiled In calculating lease llabliities under IFRS 16 requlires the use of
certain methodologles and assumptions. When determining the rate management assess varlous factors Including
the lease term, nature of the asset and the level of security for the right of use asset.

The Group has applied an Incremental borrowing rate of 4.3% In determining the value of the right of use assets.
This Is based upon a weighted average cost of capital reflecting Group experience of bank and secured finance and
has been prepared in accordance with IFRS16.

The Group has approximately 65 active leases denominated In GBP and mainly relate to properties and vehicies.
Most leases have a term of between 3-8 years

Impairment of intangible assets other than goodwill

Determining whether intangible assets are impaired requires an estimate of the value in use. The value-in-use
calculation involves an estimate of the future cash flows of the respective intangible asset and also the selection of
appropriate discount rates to calculate present values. Future cash flows are estimated using the current one-year
budget forecast, extrapolated for a future growth rate. The estimated growth rates are based on past experience and
knowledge of the individual sector's markets. Changes in estimated growth rate could result In variations to the
carrying value of these intangibles.

Impairment of goodwlil

When assessing goodwitl, management made certain assumptions in respect of future cash flows, namely around the
growth rate of these cash flows and the discount rate applied to determine thelr present value {see Note 15),

Falr value of net assets acquired as part of a business combination

Management uses valuation techniques when determining the fair valtres of certain assets and liabllitles acquired in
a business combination. In particular, the falr value of separable intangible assets other than goodwill Is dependent
on many variables including the future profitability of the acquiree’s trade {5ee Note 29).
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5 Revenue

An analysis of the Group’s revenue by destination is as follows {all operations are continuing);

For the periad ended 31 March 2020

UK
Furope
Rest of the world

Consolidated revenue

6 Other operating income

Government grants

? Exceptional items

Group professional fees
Deal costs on acquisition of subsidiaries
M&A related travel and director costs

Prassure area

care
£'000

3,669
159
875

Specialist Rental and Wheelchair

seating
£000

1,022
124
12

service
E'000

1,759
8
10

products
£000

690

Total
£°000

7,141
291
896

4,703

1,158

1,777

6950

8,328
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Perlod
ended 31
March
2020
£000

4

Perlod
ended 31
March
2020
£'000
100
3,412

a6
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g Operating expense
Operating expenses includes the following:
Perlod ended
31 March
2020
£'000
Employee costs 2,326
Depreciation expense 486
Amortisation expense 636
R&D expense 13
Foreign exchange galns/losses 6
3,467
9 Auditor’s remuneration
Perlod
ended 31
March
2020
£000
Fees payable to the Group's auditors:
Annual audit — parent company and consolidated financial statements 10
Audit of company’s subsidiaries pursuant of legislation 58
58

Non-audit services

Tax compliance services 7
Tax and other advisory services 32
Accounts preparatlon 8

47
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10 Flnance costs
Period
ended 33
March
2020
£'000
Interest payable on bank loans and overdrafts 3
interest payable on loan from group undertaking 153
Leasing arrangements 42

197

11 Staff costs

The company has no employees other than the directors who are remunerated through subsidiary companies. Group
staff costs recognised as an expense, Including directors’ remuneration, were as follows:

Period
ended 31
March
2020
£'000
Wages and salarles 2,045
Social security costs 205
Pension — defined contribution 76

2,326

S

Directors’ remuneration disclosures are included in note 30.

The average number of persons, including executive directors, empioyed by the group during the perlod was as
follows:

2020
Number

Manufacturing 129
Administration 63

192
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12 Taxation
Perlod
ended 31
March
2020
£000
Current tax:
UK corporation tax in current period 272
Deferred tax [credit):
Timlng differences 96
On business combination {120}
(23)
Tax charge for the period 249

Corporatlon tax Is calculated at 19% of the estimated taxable profit for the perlod. The tax charge for the period can
be reconciled to the profit per the income statement as follows:

Period

ended 32

March

2020

£000

Profit/{loss) before tax on continuing operations {2,461)

Tax at the UK corporation tax rate of 19% (467}
Tax effect of:

Expenses that are not deductible in determining taxable profit 611

R&D expenditure credits 2

Adjustments to opening deferred tax &0

Other deferred tax adjustments 43

Tax charge for the period 249

Factors that may affect future tax charges

In the Spring Budget 2020, the Government announced that from 1 April 2020 the corporation tax rate would
remain at 19% {rather than reducing to 17%, as previously enacted). This new law was substantively enacted on 17
March 2020. Deferred taxes at the balance sheet date have been measures using this enacted tax rate of 19% and
reflected In the financlal statements.
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ia Leases

Net book value right of use assets

At 31 March 2020

Net book value of right of use assets

Addltions

Acquistion of subsidiaries
Disposals

bepreclation charge
Eliminated on disposal

At 31 March 2020

Lease llability in the balance sheet at 31 March

Current
Non-current

At 31 March 2020

Amounts charged in the statement of income

Depreciation charge on right of use assets
Interest on lease liabilities

At 31 March 2020

Cash outflow

Total cash outflow for leases

2020
£'000

2,369

2,369

Motor
Propearty vehicles Other Total
£ £ £ £
72 -
2,057 3ss 80 2,525
- {34) - (34)
{145) {75) (8} {228)
- 34 - 34

1,984 313 72 2,369

2020
£'000
a0
2,733

2,773

2020
£'000
228
42

272
2020

£000
292

Expenses recagrised In relation to low-value and short-term leases are considered highly immaterial to these

financial statements,
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15 Intangibles {continued)
Goodwlill impairment testing

For the purpose of anpual impairment testing, goodwill is compared to its recoverable amount,

The goodwill has been assessed for impairment using a discounted cash flow forecast, followed by extrapolation of
expected cash flows for its indefinite useful {ife. Management have assumed a 0% growth rate and a pre-tax 8%
discount rate, both of which they acknowledge are extremely prudent. Despite this, the calculations still resuits in
significant headroom betwesn the value in use and carrylng value of the assets In question. This indicates no
impalrment is deemed necessary. The group is run on an entity-wide basis and therefore there is deemed to be only
one cash generating unit,

The directors belleve that any reasonably possible change in key assumptions, namely discount rate and growth rate,
upon which the recoverable amount is based would not cause the aggregate carrying value to exceed the aggregate
recoverable amount.

Intangihles other than goodwill

Davelopment expenditure is internally generated and relates to the development of speciallst medical equipment.
Amortisation will commence once the development is compiete over its expected useful economic life of 6 years. All
other intangibles and goodwill are separately acquired. Research and development costs of £13k were recognized as
other expenses.

Amortisation of Intangible assets is included within the intangibles amortisation expense in the consolidated
statement of income,

16 Investments In subsidiaries

Company Investment
£'000

Cost

Additlons 36,240

Net book value

At 31 March 2020 36,240



DHG Bidco Limited

Annual report and consolidated financial statements for the period ended 31 March 2020

16 Investments in subsidiaries {continued)

The following were direct subsidlary undertakings of the company:

Country of
registration or
Name Incorporation
Direct Healthcare Group Holdings
Limited UK
Direct Healthcare Group
Management Limited UK

Direct Healthcare Group Limited UK

Nightingale Care Beds Limited UK
The Kirton Healthcare Group Limited UK
Poshchair Medical Limited UK

Qbitus Products Limited ux

The following were subsidiary undertakings of Direct Healthcare Group Limited:

Direct Healthcare Group PTY Limited Australia
Direct Healthcare Services Limited UK

Class of
Principal activity shares
Holding company Ordinary
Holding company Ordinary
Design and manufacture of
equipment to the medical
industry Ordinary
Sale, rental, repair and
refurbishment of medical
eguipment Crdinary
Design and manufacture of
furniture Ordinary
Rental service of medical
equipment Ordinary
Manufacture of wheelchair and
accessories Ordinary
Dormant Ordinary
Dormant Ordinary

2020

100

100

100

100

100

100

100
100

Direct Healthcare Group Holdings Limited Is directly held and all other subsidiarles are indirectly held. All subsidiary

undertakings prepare accounts to 31 March 2020 and are Included in the consolidation.

By virtue of section 479A of the Companies Act 2006, Poshchalr Medical Limited, The Kirton Healthcare Group Limited
and Nightingale Care Beds Limited are exempt from the requirement relating to the audit of individual accounts, with
the parent company, DHG Bidco Limited, providing a guarantee under section 479C of the Companies Act 2006.
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17 Inventories
Group Company
2020 2020
£'000 £°000
Raw materials and consumables 1,289 -
Work in progress 24 -
Finished goods 439 -
1,751 -

During the peried, inventories of £2,590k were recognised as an expense during the year and included in cost of sales.

In addition, inventories have been reduced by £178k as a result of the write-down to net realisable value, This write-
down was recognised as an expense during the period,

i8 Trade and other receivables

Group  Company

2020 2020
£000 £'000
Trade receivables 4,305 -
Receivables from related parties - 23,086
Other recelvables - -
Prepayments 521 -
4,826 23,086

Group Company

2020 2020

£000 £000

Trade receivables 4,349 -
Allowance for credit losses {a43) -
At 31 March 2020 4,305 -

All amounts are short-term and are generally due for payment in 30 days. The net carrying value of trade recelvables
is considered a reasonable approximation of fair value. Ali of the group’s trade and other receivables in the
comparative periods have been reviewed for indicators of impairment.

Note 28 includes disclosures relating to the credit risk exposures and analysis relating to the allowance for expected
credit losses. Both the current and comparative Impairment provisions apply the IFRS 9 expected loss model,
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19 Capital commitments
2020

Contracted for but not provided in these financial statements ao

20 Deferred tax
The following deferred tax asset exists within the Group:

Temporary
differences intangibles Total
£000 £000 £000
At 4 December 2019 a0 - 90
Deferred tax recognised on acquisition - {4,668) {4,668)
(Charge)/credit to Income {96) 120 24
At 31 March 2020 {6) (4,528) (4,554)

A deferred tax llabliity of £4,082k is provided on the difference between the fair value and tax base of identifiable
assets and liabilities acquired in a business combination, with a corresponding adjustment to goodwill. Closing
deferred tax on UK temporary differences has been calculated at the tax rates that are expected to apply for the
perlod when the asset Is realised or the liability Is settled. Accordingly, the temporary differences have been calculated
at rates of 19%.

21 Current trade and other payables
Group Company

2020 2020

£'000 £'000

Trade payables 1,549 -
Cther taxation and social security 451 -
Due to parent company 5,127 5127
Accruals and deferred Income 1,730 971
8,857 6,098

All amounts are short-term. The carrying values of trade payables is considered to be a reasonable approximation of
falr value.
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22 Lease liabilities
At the balance sheet date the Group had outstanding lease liabilities due as follows:

2020
£000

Within one year 40
In the second to fifth years inclusive 2,518
More than five years 215

2,773

23 Share capital

Group and company

2020
£

Allotted, called up and fully paid:
102 ordinary shares of £1 each 102

Tha Company was incorporated on 4 December 2019 and on that date issued £1 ordinary share at par value to its immediate
holding company. On & December 2019, a further 101 ordihary shares were Issued to the immediate holding company for a
consideration of £61,967k, thereby generating a share premium of £61,967k.

The ordinary shares enable the ordinary shareholders to vote at a general meeting of the Company and to recelve dividends and,
in respect of capltal, to participate in a distribution.

On 21 February 2020 and by way of a capital reduction, £7,500K of share premium was cancelled and credited to the profit and
loss account. On 4 June 2020, a further £39,468k of the share premium was cancelled and credited te the profit and loss account.

24 Share premium

2020
Group and company £000
Batance at 4 December 2019 and 31 March 2020 54,468

The share premium account includes any premiums received on issue of share capital. Any transaction costs
assoctated with the Issuing of shares are deducted from share premium.
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25 Retalned earnings

Balance at 4 December 2019
Transfer from share premium
Dividend paid

Net loss for the year

Balance at 31 March 2020

The retained earnings reserve includes all current and prior period retained profits and losses.

26 Dividends

Paid during the year

At 31 March 2020

27 Reconciliation of movements in net debt

Net debt as at 4 December 2019
Acquired with subsidiaries
Cash flows

Balance at 31 March 2020

39

Group Company
£'000 £000
7,500 7,500
(3,200) {3,200}
{2,710) (3,097)
1,590 1,203
Group Company
E'000 £'000
3,200 3,200
3,200 3,200
Bank debt, Joan
notes and Net
Leases Cash and cash Funds /
£'000 equivalents {Debt)
£'000 £'000
{25,721) 2,107 (23,614)
22,948 3,014 25,962
{2,733) 5,121 2,388
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28 Financlal instruments

Capital management

The Group’s objectives in managing capital are to ensure sufficlent liquidity to pursue iis strategy of organic growth
to provide returns to Its shareholders. The Group defines the capital it manages as the aggregate of its equity, which
comprises share capital, contributed surplus, deficit and accumulated other comprehensive income.

The Group is not sibject to externally imposed capital requirements.

Categories of financial instruments

2020
£000
Financial assets at amortised cost:

Trade and other receivables {excluding prepayments} 4,305
Cash and cash equivalents 5121
9,426
- —— ]

Financial liabilities at amortised cost:
Trade payables 1,549
Other payables 6,857
Lease liahilities 2,773
11,179

The carrying amounts of accounts recelvable, accounts payable and certain accrued liabllities, all of which are financial
instruments, are considered to approximate the fair value of these items due to the short-term nature of the amounts
Involved.

Financlat risk management objectives

The Group’s Finance function is responsible for all aspects of corporate treasury. It co-ordinates access to financial
markets, monitors and manages the financial risks relating to the operations of the Group through internal reports
which analyse exposures by degree and magnitude. The risks reviewed inciude market risk (including currency risk,
fair value interest rate risk and price risk), credit risk, iquidity risk and cash flow Interest rate risk.

Market risk

Market risk is the risk changes in market prices, such as fluctuations in forelgn exchange rates and interest rates, affect
the Group’s earnings or the value of its financial instruments. The Group's financial instruments do not have any
significant exposure to interest rates,

Concentratlon risk

The Group and the company's financlal instruments are exposed to certain risks and concentrations. The
concentration of credit risk on accounts recelvable relates to a small number of large customer balances owing at any
time. As at 31 March 2020 no one customer represented approximately 8% of the total accounts receivable.
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28 Financlal instruments (continued)
Foreign exchange risk

The Group is exposed to the following currency risk on its net investment in self-sustaining operations as at 31 March
2020:

Net assets
heid in
foreign

currencies

2020
£
Receivables in Euro 49
Payables in Euro {175)
Recelvables In US Dollars 28
Payables in US Dollars (62)
Bajance at 31 March 2020 (160}

Forelgn currency sensltivity analysis
A one pence reduction in the foreign exchange transiation rate of pounds sterling to the above currencies would
impact other comprehensive income (on a pre-tax basis) by an highly immaterial amount, less than £1,000.

Credit risk management

Credit risk represents the financial loss the Group would experience If a counter-party to a financial instrument, In
which the Group has an amount owing from the counterparty, falled to meet its obligations in accordance with the
terms and conditions of its contracts with the Group.

The Group’s credit risk is primarily attributable to its accounts receivable as cash balances are deposited with
reputable financial institutions. The Group performs ongoing credit evaluations of new and existing customers’
financial condition and reviews the collectability of accounts receivable in order to mitigate any possible credit losses.
The accounts receivable amounts disclosed in the financlal statements are net of allowances for doubtful accounts,
estimated by the Group’s management based on prior experlence and their assessment of the current economic
environment.

Liquidity risk management

Liguidity risk is the risk the Group will encounter difficulty in meeting obligations assoclated with financiat flabllitles.
The Group manages liquidity risk through the management of its capital structure as outlined above. All accounts
payable and certain accrued liabilities, which are financial instruments, are due In 2020 and the required contractual
cash flows approximate the carrying amount of these financlal liabllities,

Undiscounted cash flows Lease
ltabllities Total
£'000 £000
Due up to ohe year 40 40
Due In more than one year and less than five years 2,518 2,518
Due in more than five years 215 215
2,773 2,773

Falr value of financial instruments
Fair vaiue of financial instruments carried at amortised cost

The directors consider that the carrylng amounts of finandal assets and financial liabllities recorded at amortised cost
in the Financlal Statements approximate to their fair values.

41



DHG Bidco Limited
Annual report and consolidated financial statements for the period ended 31 March 2020

29 Business combinations

Acquisition of Direct Healthcare Group Holdings Limited

On 4 December 2018, the group acquired 100% of the equity instruments of Direct Healthcare Group Holdings Limited,
a UK based business, thereby obtaining control. Direct Healthcare Group Holdings Limited manufactures and sells a
range of medical devices that contribute to the delivery of harm free patient care, and was identified as being a

strategic fit into the business, with the anticipation that muitiple synergies could be established by implementing a
buy and build strategy moving forwards.

Recognised amounts of identifiable assets acquired and llabllities assumed

Adjustment
to opening
balance Fair value
Book value sheet  adfustment Fafr value
£000 £'000 £000 £'00D
Tangible fixed assets 4,443 - - 4,443
Goodwill and Intangible assets 18,233 {16,629) 22,966 24,510
22,676 (16,629) 22,966 29,013
Financlal assets
fnventory 1,654 - - 1,654
Receivables 4,245 - - 4,245
Cash 2,107 - - 2,107
Total assets 8,006 - - 8,006
Financlal liabilities
Payables {2,204) - - {2,204)
Corporation tax (583) - - {583}
VAT (403) - - (4203}
Bank debt and finance leases {12,707} - - (12,707)
Loan notes {13,014} - - {13,014)
Total liabilities {28,911) - - {28,911}
Other non-financial liabilities
Deferred tax on Intangible assets {587) 587 {4,668} {4,668)
Fair value of net assets acquired 1,184 {16,042) 18,298 3,440
Goodwill 32,800

Fair value of equity consideration 36,240
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29 Business combinations {continued}

Consideration comprised cash of £31.2m and consideration Ioan notes of £5.0m. The consideration loan notes were
exchanged for an Inter company balance with a holding company subsequent to the transaction.

None of the goodwill is expected to be deductible for tax purposes.

The fair value adjustments arising comprise customer relationships of £13.6m and brand of £9.3m, The group has a
stable and established customer hase which provides a recurring stream of Income. The company has a history of
entering into agreements with its customers and has detalled knowledge of and contact details for its customers. The
group operates under the “Direct Heaithcare” brand and selis to the market on this basis. The name Is widely
recognised by healthcare and care home professionals. The Group also has a portfolio of registered names which have
a high degree of recognition in target markets a.g. Nightingale, Kirton, Transflo, Dyna-Form and ProServe.

Ne¢ other material intangible assets were identifled.
Valuation methodologies adopted

The excess earnings method has been used to value customer relationships. This has involved projecting customer
refationship revenues and deriving an appropriate profit margin. An adjustment is made to reflect the contribution
from other assets in the business and then the resuiting earnings are discounted to present value. The key
assumptions used were customer revenue projections, forecast profit margins, contributory asset charges, discount
rate and the expected useful economic life.

FY20 revenues have been used for the basis of the calculation and a growth rate of 5% has been applied to 2029 and
3% thereafter. Growth rates are based on management's expectations of market conditions and include an attrition
rate of 1.9%, based on historlcal experience,

The profit margin applied is based on management forecast and a discount rate of 20.7% has been applled, which
correlates to the rate implicit to the internal rate of return.

The rellef from royalty method has been used to value the brand. This involves deriving a hypothetical royalty saving
made from ownership of the brand and discounting the resulting earnings to present value at an approprlate discount
rate. The key assumptions applied relate to revenue projections, an appropriate royalty rate, the discount rate and
the useful economic tife. Management believe that all revenue generated by the business are relevant to the value of
the brand. A royalty rate of 4.5% has been applied to value the brand which is based on a review of similar historlc
royalty rates. A discount rate of 20.7% has been applied to determine the present value of cash flows which is again
derived from the rate Implicit to the internal rate of return.

Remuneration of key management personnel

The key management personne! are the directors of the Company. The remuneration that they have received during
the year is set out below in aggregate for each of the categories specified in IAS 24 Related Party Disciosures.

2020
£000

Directors
Aggregate emoluments 300
Company contributions to defined benefit contribution pension schemes 9
309

Remuneration of the highest paid director was £90k.

The value of the company’s contributions to a defined contribution pension scheme in refation to the highest pald
director was £nil.
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30 Related party transactions {continued)

During the year retirement benefits were accruing to 4 directors in respect of defined contribution pension schemes,
Transactions involving directors and key management personnel
No advances, credits or guarantees have been entered into with any of the Directors of the Company.

Balances and transactlons between the parent company and its subsidiaries, which are related parties, have been
eliminated on consolidation and are not disclosed in this note. Transactions between the Group and other related
parties are disclosed below.

3 Ultimate controlling party '

On & December 2019, DHG Bidco acquired 100% of the issued share capltal of Direct Healthcare Group Holdings Limited, The
immediate holding company of DHG Bidceo is DHG Midca s.a.r.l, a company incorporated In Luxembourg. The ultimate parent
company is DHG Holdco s.a.r |, also Incorporated In Luxembourg. The ultimate controlling parties are Denis Ribon and Vincent
Guitfaumot whe own a group of funds managed by Archimed.

az Subsequent events

On 4 May 2020, the Group of which DHG Bidco Is a part acquired the Handicare EU patient handling business, with operations in
UK, Sweden, Netherlands, Norway and Denmark. The UK operation, Handlcare PH Limited was acquired directly by DHG Bidco
alongside the Dutch entity, Handlcare Bathroom Safety BV

On 9 june 2020, the Company entered into a debenture in favour of CSC Trustees Limited in the form of a fixed and floating
charge over the Group’s assets, The security was given in connection with funding secured by the Group’s holding companies ta
facllitate a number of acquisitions.



