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Cathay Investments 2 Limited

Strategic Report for the Year Ended 31 December 2021

The directors present their strategic report for the year ended 31 December 2021.

Fair review of the business

The performance of the group improved in total this year turning a loss in 2020 into a profit in 2021. On turnover
level, the drop is mainly due to the loss of a large client in the toys division, However, this customer was not
profitable so the effect of this loss on EBITDA was minimal. There has been a small decrease in logistics revenue
during the year due to difficult trading conditions in the start of the year caused by covid and shortages of agency
staff. Cverall the business has returned to profitability as no further support was needed for Rhys Davies & Sons
Limited after its administration, which significantly affected the 2020 results. The group received a small refund of
administration costs in the year.

Following the year end the group has acquired CAJ Mercian Holdings Limited, and its trading subsidiary Mercian
Logistics Limited, which provides courier and pallet services from its bases in Herefordshire. We hope that this
acquisition will enhance the range of services which we can offer as a group to our customers and allow for greater
use of our own transport and therefore reduced reliance on external hauliers.

The group made a profit before tax for the year from continuing operations of £1,609,946 (2020 - loss before tax
£1,130,998). The group made no profits or losses during the year from discontinued operations (2020 - £646,767).
The statement of financial position shows total assets of £50,686,022 (As at 31 December 2020 - £60,741,875), total
liabilities of £50,179,506 (As at 31 December 2020 - £60,760,691) and net assets of £506,516 (As at 31 December
2020 - net liabilities of £18,816).

As referred to above, Rhys Davies & Sons Limited was placed into administration on 8 December 2020, The results of
Rhys Davies & Sons Limited for the period from 1 January 2020 to 8 December 2020 are presented in the
Consolidated Income Statement comparatives within Discontinued Operations — Loss for the year from discontinued
operations. Following this, the group lost access to key accounting records for Rhys Davies & Sons Limited as a result
of which our auditors have been unable to obtain all of the evidence they would usually expect to receive and the
audit report contains a limitation of scope in respect of the comparative pericd. The qualification has ne impact on the
results of continuing operations for the comparative period, the results for the current year or on the consolidated
balance sheet as at 31 December 2020 or 2021.

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

Unit 2021 2020
EBITDA [1] from continuing operations £ 8,970,019 11,394,744
Cash generated from continuing operations £ 12,128,882 7,131,052

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,

Excluding the results of the discontinued operations, EBITDA dedined during 2021. This is largely due to a decrease in
margins in the warehousing operations of the group which has suffered from significant cost pressure in the year,
particularly in respect of agency staff. Cash generated from operations benefitted from improved debt collection from
customers,
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Strategic Report for the Year Ended 31 December 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 dients 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 to mitigate risk,

During 2021 there has been ongoing risks from coronavirus as the UK has emerged from covid restrictions. Although
this has impacted on the business and its clients a number of clients provided essential products and have been able
to continue trading, and the group has remained open as a key business throughout the crisis. Some of the
companies in the group have seen improved performance due to being able to provide key services to clients, whereas
others have been significantly impacted. The group is committed to ensuring a safe environment for its staff and
customers and has made appropriate changes to manage coronavirus risks. Staff welfare is the group's primary
concern.

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 pclicies approved by the board of directors.

Directors’ statement of compiiance 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 benefit 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;

¢. 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 to evolve our approach to tisk 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:

Our people

The Company 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 shareholders 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

Our 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.
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Community and environment

By its nature, the business has numbers 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 involved in fleat operations.

Streamfined 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 subsdiary companies 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 25/10/2022

bovin. Jolunsoun
Klohnson
Director

and signed on its behalf by:
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Directors' Report for the Year Ended 31 December 2021

The directors present their report and the consolidated financial statements for the year ended 31 December 2021.

Directors of the group

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

K Johnson

D Nicholas

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 seasonat products;
- warehousing, storage services, road haulage, transport and logistics services;
- freight forwarding, associated logistics and distribution induding e-fulfilment;
- design, manufacture and distribution of greeting cards; and

- information technology consultancy services.

Dividends
During the year, an interim dividend totalling £1,000,003 was paid (2020 - £2,000,000).

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 exposures. 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 from the group's finandial instruments can be analysed as follows:

Price risk

The group is not exposed to equity securities price visk or commaodities price risk.

Foreign currency risk

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

Credit risk

The group has no significant concentrations of customer credit risk. It has policies in place to ensure that sales of
preducts and services are made to credit approved customers,

Liguidity risk

The group is funded by shareholders’ funds, directors' foans and bank debt. The group is exposed to risk through having
loan repayment obligations as described in note 21. There are no significant repayments falling due immediately and the
group monitors its cash flow and loan maturities carefully to manage these risks.

Cash flow interest rate Hisk

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 empioyees who become disabled
during their employment with the group.
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Employee involvement

Maintaining the guality 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 carried out with all
employees,

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 client
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 modem slavery.

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

The Company is part of a farger 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 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 2023. The forecast is built on a bottom up basis,
company by company, and adopts 2022 as its base year. The results for 2022 are based on six months of actual results
{Q1 and Q2) and a forecast for Q3 and Q4. Following the successful roll-out of vacdnes and subsequent relaxation of
Covid restrictions during 2021, the impact on of Covid-19 on the forecast for 2022 is fairly limited. However, current high
rates of inflation 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 downtum in demand during the initial lockdowns across alf
territories and turmover fell significantly. 2021 saw some improvement as the effects of Covid eased and this has
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 altthough again, this has 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 trebling of annual spend on energy costs since 2020. This is not assumed to improve, indeed
costs seem likely to increase further. Cost increases have been mitigated by growth in sales and strong cost control.

Qur lagistics 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 improve for the time being. However, over the last 12 months our sales mix has alse moved more toward B2B
and long term storage customers and this has helped us to improve margins during 2022.

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

- Invoice Finance fecilities — 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.
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Going concern {continued)

The ican facilities are fully drawn, but the invoice finance facilities are not. Whiist the drawn bafance 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 & 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 below 2.5x (excluding working capital facilities) . Our cash flows must remain
above 1.2x debt service requirements, These covenants have been met throughout 2021 and 2022 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 inte the forecast. In ail 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 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.

Statement of directors’ responsibilities

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

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial statements in accordance with international accounting standards in conformity 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 been followed, subject to any material departures disclosed and explained in the financial statements; and

- prepare the financial statements an the going concern basis unless it is inappropriate to presume that the group and
the company witl continue in business.

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

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

The directors 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 from legislation in other jurisdictions,
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Statement of directors’ responsibilities (continued)
To the best of our knowledge:;

- the financial statemnents, 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
consclidation 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 consofidation taken as a whoie,
together with a description of the principal risks and uncertainties that they face.

Disclosure of information to the auditor
The directors conficrm 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.

25/10/2022 ) .
Approved by the Board on 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

Qualified 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 2021, which comprise the Consclidated Income Statement, Consolidated Statement of
Comprehensive Income, Consolidated Statement of Financial Position, Company Statement of Financial Pasition, Conselidated
Statement of Changes in Equity, Company Statement of Changes in Equity, Consolidated Statement of Cash Flows, Company
Statement of Cash Flows and notes to the financial statements, including a summary of significant accounting policies. The
financial reporting framewaork that has been applied in their preparation is applicabte 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, except for the matter described in the basis for qualified opinion section of our report:

» 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 2021 and of the group’s profit for the year then ended;

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

o the parent company financial statements have been properly prepared in accordance with UK-adopted international
aceounting standards and as applied in accordance with the provisiens of the Companies Act 2006; and

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

Basis for qualified opinion

Rhys Davies and Sons Limited, a company acquired in 2019 by Cathay Investments 2 Limited, a direct subsidiary of Chaing Equities
Limited was placed into administration on 8 December 2020. The results of Rhys Davies and Sons Limited for the period 1 January
2020 to 8 December 2020 are presented in the Consolidated Income Statement comparative within Discontinued Operations — Loss
for the year from discontinued operations.

Access to key accounting records for Rhys Davies and Sons Limited was lost when the entity was placed into administration. We
were therefore unable to obtain sufficient appropriate audit evidence about the loss for the comparative year from discontinued
operations totalling £646,767 which is comprised of a loss for the comparative year from discentinued operations totalling
£5,669,194 and a gain on disposal totalling £5,022,427. Consequently, we were unable to determine whether any adjustments to
these amounts were necessary.

We conducted our audit in accordance with International Standards on Auditing {UK) (1SAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the “Auditor's responsibilities for the audit of the financial
statements’ section of our report. We are independent of the group and the parent company in accordance 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 fulfilled our other ethical responsibilities in accordance with these requirements, We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our apinion.

Conclusions relating to going concern

We are responsible for conciuding 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 or conditions that may cast significant
doubt on 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. Our 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 congcern,

In our 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-economic uncertainties such as Brexit and Covid-19, 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 ar ability to continue operations over the going concera
period.

Based on the work 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 continue as a going
concern for a period of at least twelve menths from when the financial statements are authorised for issue.
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Conclusions relating to going concern {continued)

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.

The responsibilities of the directors with respect te going concern are described in the ‘Responsibilities of directors for the financiat
statements’ section of this report.

Other information

The directors are responsible for the other information. The other information comprises the information included in the annual

report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial statements does not

cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express any form of ‘
assurance conclusion thereon. 1

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

We have nothing to report in this regard, except for the matter described in the basis for qualified opinion section of our report.

Opinions on other matters prescribed by the Companies Act 2006
Except for the matter described in the basis for qualified opinion section of our report, 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 financial year for which the financial statements
are prepared is consistent with the finandial statements; and

« 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

Except for the matter described in the basis for qualified opinion section of our report, in the light of the knowledge and
understanding of the group and the parent company and its environment cbtained 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
In respect solely to the issue described in the basis for qualified opinion section of our report:

» adequate accounting records and retums have not been kept refating to Rhys Davies and Sons Limited

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 retums 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 not 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, 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 misstaterent, 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 concem, 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 altemative but to do so.

10
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Auditor’s responsibilities for the audit of the financial statements

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

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

Explanation as to what extent the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our
responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. Owing to the inherent
limitations of an audit, there is an unavaidabie risk that material misstatements in the financial statements may not be detected,
even though the audit is properly planned and performed in accordance with the 1SAs (UK}.

The extent to which cur procedures are capabie of detecting irregularities, including fraud is detailed below:

* We understood how the group and parent are complying with those legal and regulatory frameworks by making enquiries of
management, those responsible for legal and compliance procedures and the company secretary. We corroborated our
enqguiries through our review of board minutes and correspondence received from regulatory bodles.

¢ We obtained an understanding of the legal and regulatory framewarks that are applicabie to the group and parent and
determined that the most significant which are directly relevant to specific agsertions 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 staternents 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 material misstatement, including how fraud
might oceur, by evaluating management's incentives and opportunities for manipulation of the financial statements. This
indluded the evaluation of the risk of management override of controls. We determined that the principal risks were in relation
to:
o journal entries that increased revenues; and
o potential management blas in manual 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, with a focus on material manual journals, including those with unusual account combinations and
those that reclassified costs from the income statement to the balance sheet;

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 on 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 misstatement 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 resutt from error, as
fraud may involve collusion, deliberate conceaiment, forgery or intentional iisrepresentations. Alss, 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;

+ The engagement partner assessed whether the engagement team collectively had the appropriate competence and
capabailities to ifentify or recognise non-compliance with laws and regulations through the following:

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

11
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Independent auditor’s report to the members of Cathay Investments 2 Limited

Use of our report

This report is made solely to the company’s members, as a bedy, 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. Te 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.

G:o/l- ﬁ.\ [V L=

Marc Summers BSc (Hons) FCA

Senior Statutory Auditor

for and on behalf of Grant Thormton UK LLP
Statutory Auditor, Chartered Accountants
LONDON

Date: 25/10/2022
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Cathay Investments 2 Limited

Consolidated Income Statement for the Year Ended 31 December 2021

Continuing operations

Revenue

Cost of sales

Gross profit

Other income
Distribution costs
Administrative expenses
Operating profit
Finance income
Finance costs

Net finance costs
Profit/(Loss) before tax
Tax (charge)/credit

Profit/(Loss) for the year from continuing operations

Discontinued operations

Loss for the year from discontinued operations

Profit/(Loss) for the year

Profit/ (Loss) attributable to:

Owners of the company

Note

11

2021 2020
£ £
43,418,713 50,091,002
(22,035,093} (21,365,678)
21,383,620 28,725,324
104,604 377,728
(4,401,793) (5,411,284)
{14,081,707) (23,357,798)
3,004,724 333,570
3,492 4,730
(1,398,270} (2,469,698)
(1,394,778) (1,464,968)
1,609,946 (1,130,998)
(84,611) 91,728
1,525,335 (1,039,270)
. (646,767)
1,525,335 (1,686,037)
1,525,335 (1,686,037)

The notes on pages 22 to 50 form an integral part of these financial statements.
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Cathay Investments 2 Limited

Consolidated Statement of Comprehensive Income for the Year Ended 31 December

2020
£

{1,686,037)

(1,686,037)

2021
2021
£
Profit/(Loss) for the year 1,525,335
Total comprehensive income for the year 1,525,335
Total comprehensive income attributable to:
Owners of the company 1,525,335

{1,686,037)

The notes on pages 22 to 50 form an integral part of these financial statements.
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Cathay Investments 2 Limited

{Registration number: 07475530)
Consolidated Statement of Financial Position as at 31 December 2021

As restated
2021 2020
Note £ £
Non-current assets
Property, plant and equipment 12 32,618,382 37,449,731
Intangible assets 13 3,766,914 4,432,107
Deferred tax assets 1 99,422 127,204
36,484,718 42,009,042
Current assets
Inventories 16 919,016 1,035,716
Trade and other receivables 17 8,131,473 12,637,069
Cash and cash equivalents 18 5,150,815 5,060,048
14,201,304 18,732,833
Total assets 50,686,022 60,741,875
Equity
Share capital 19 14,802 14,802
Retained eamings 491,714 (33,618)
Equity attributable to owners of the company 506,516 (18,816)
Non-current liabilities
Loans and borrowings 21 6,382,011 7,382,011
Provisions 23 974,000 833,000
Lease liability 15 27,637,450 31,804,839
Deferred tax liabilities 11 355,354 447 454
35,348,815 40,467,304
Current liabilities
Trade and other payables 24 6,416,113 11,686,454
Loans and borrowings 21 944,041 944,041
Provisions 23 2,589,167 2,142,000
Lease liability 15 4,449,384 4,371,095
Corporation tax lability 431,986 1,149,797
14,830,691 20,293,387
Total liabilities 50,179,506 60,760,691
Tatal equity and liabilities 50,686,022 60,741,875

25/10/2022

Approved by the Board on and signed on its behalf by:

K Jehnson
Director

The notes on pages 22 to 50 form an integral part of these financial statements.
15



DocuSign Envelope ID: F30CBB8F-BE42-421F-AEC7-AD4D507AFBD3

Cathay Investments 2 Limited

(Registration number: 07475530)
Company Statement of Financial Position as at 31 December 2021

2021 2020
Note £ £
Non-current assets
Investments 14 12,766,699 12,766,699
Current assets
Trade and other receivables 17 721,279 1,736,568
Cash and cash equivalents i8 251,093 102,259
972,372 1,838,827
Total assets 13,739,071 14,605,526
Equity
Share capital 19 14,802 14,802
Retained earnings 6,164,233 388,875
Total equity 6,179,035 403,677
Non-current liabilities
Loans and borrowings 21 6,382,011 7,382,011
Current liabilities
Trade and other payables 24 233,984 5,875,797
Loans and borrowings 21 944,041 944,041
1,178,025 6,819,838
Total liabilities 7,560,036 14,201,849
Total equity and liabilities 13,739,071 14,605,526

25/10/2022

Approved by the Board on and signed on its behalf by:

K Johnson
Director

The notes on pages 22 to 50 form an integral part of these financial statements.
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Cathay Investments 2 Limited

Consolidated Statement of Changes in Equity for the Year Ended 31 December 2021

At 1 January 2020

Loss for the year

Total comprehensive income
Dividends paid

At 31 December 2020

At 1 January 2021

Profit for the year

Total comprehensive income
Dividends paid

At 31 December 2021

Total equity

attributable

to the

owners of

Retained the parent

Share capital eamings company

£ £ £
14,802 3,652,419 3,667,221

- (1,686,037} {1,686,037)

- (1,686,037) {1,686,037)

- (2,000,000} (2,000,500)

14,802 {33,618) (18,816)

Total equity

attributable

to the

owners of

Retained the parent

Share capital 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

The notes on pages 22 to 50 form an integral part of these financia! statements,
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Cathay Investments 2 Limited

Company Statement of Changes in Equity for the Year Ended 31 December 2021

At 1 January 2020

Loss for the year

Total comprehensive income
Dividends paid

At 31 December 2020

At 1 January 2021

Profit for the year

Total comprehensive income
Dividends paid

At 31 December 2021

Retained
Share capital earnings Total
£ £ £
14,802 3,953,519 3,968,321
- (1,564,644) (1,564,644)
- (1,564,644) (1,564,644)
- {2,000,000) (2,000,000)
14,802 388,875 403,677
Retained
Share capital earnings Total
£ £ £
14,802 388,875 403,677
- 6,775,361 6,775,361
- 6,775,361 6,775,361
- (1,000,003) {1,000,003)
14,802 6,164,233 6,179,035

The notes on pages 22 to 50 form an integral part of these financial statements.
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Cathay Investments 2 Limited

Consolidated Statement of Cash Flows for the Year Ended 31 December 2021

2021 2020
Note £ £
Cash flows from operating activities
Profit/(Loss) for the year from continuing and discontinued operations 1,525,335 (1,686,037)
Adjustments to cash flows from non-cash items:
Depreciation, amortisation and impairment 5,804,804 8,412,548
{Profit)/Loss on disposal of property, plant and equipment (68,777) 44,822
Gain on disposal of discontinued operation 14 - (5,022,427}
Finance income 7 (3,492) (4,730)
Finance costs 1,398,270 1,713,939
Tax charge/{credit) 11 84,611 (320,928)
8,740,751 3,137,187
Working capital adjustments:
Decrease in inventories 16 116,700 310,703
Decrease in trade and other receivables 17 4,505,596 217,050
(Decrease)/increase in trade and other payables 24 (1,758,014) 5,325,850
Increase in provisions 23 588,167 748,000
Decrease in deferred tax 11 (64,318) (62,104)
Cash generated from operations 12,128,882 9,686,696
Income taxes {paid)/received (802,422 5,383
Net cash flow from operating activities 11,326,460 9,692,079
Cash flows from investing activities
Interest received 7 3,492 4,730
Acquisitions of property, plant and equipment {92,684) (279,372}
Acquisitions of intangible fixed assets (8,057) -
Cash disposed in discontinued operation - (4,480)
Net cash from investing activities (97,249) (279,122)

The notes on pages 22 to 50 form an integral part of these financial statements,
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Cathay Investments 2 Limited

Consolidated Statement of Cash Flows for the Year Ended 31 December 2021

2021 2020
Note £ £
Cash flow from financing activities
Interest paid (1,398,270} (1,713,939)
Dividends paid (1,000,003) (2,000,000}
Proceeds from bank borrowing drawdowns 21 - 6,445,126
Repayment of loans and borrowings 21 (1,000,000} {5,272,889)
Repayment of Jease liabilities (4,227,844) (7,006,278)
Repayment of other borrowing 21 - {255,959)
(Decrease)/increase in invoice discounting facility 24 {3,512,327) 2,121,187
Net cash from financing activities {11,138,444) (7,682,752}
Net (decrease)/increase in cash and cash equivalents 90,767 1,730,205
Cash and cash equivalents at 1 January 18 5,060,048 3,329,843
Cash and cash equivalents at 31 December 18 5,150,815 5,060,048

The notes on pages 22 to 50 form an integral part of these financial statements.
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Cathay Investments 2 Limited

Company Statement of Cash Flows for the Year Ended 31 December 2021

2021 2020
Note £ £
Cash flows from operating activities
Profit/{Loss) for the year 6,775,361 (1,564,644)
Adjustments to cash flows from non-cash items:
Impairment of investments i3 - 256,000
Finance income (7,091,087) (3,600,204)
Finance costs 226,298 174,620
(89,438) {4,740,228)
Working capital adjustments:
Decrease/(increase) in trade and other receivables 17 1,015,289 (1,496,042)
(Decrease)/increase in trade and other payables 24 (5,641,813) 3,145,421
Net cash flow from operating activities (4,715,962) (3,090,849)
Cash flows from investing activities
Interest received 160 204
Dividends received 7,060,937 3,600,000
Acquisition of subsidiaries 14 - (1)
Additional investment in subsidiaries 14 - {250,000)
Net cash flows from investing activities 7,091,097 3,350,203
Cash flow from financing activities
Interest paid (226,298) {174,620)
Dividends paid {1,000,003) (2,000,000)
Proceeds from bank borrowing drawdowns - 6,445,126
Repayment of bank borrowing 21 (1,000,000} (4,350,533)
Repayment of other borrowings - ' (255,959)
Net cash flows from financing activities (2,226,301) (335,986)
Net decrease in cash and cash equivaients 148,834 (76,632)
Cash and cash equivalents at 1 January 18 102,259 178,891
Cash and cash equivalents at 31 December 18 251,003 102,259

The notes on pages 22 to 50 form an integral part of these financial statements,
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Cathay Investments 2 Limited

Notes to the Financdial Statements for the Year Ended 31 December 2021
1 General information

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

The nature of the group’s and the company's operations and its principal activities are set out 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 IFRSs 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 statements or
resulted in changes to presentation and disclosure only:

- Interest Rate Benchmark Reform Phase 2 (Amendments to IFRS 9, TAS 39, IFRS 7, IFRS 4 and IFRS 16); effective 1
January 2021

- References to the Conceptual Framework; effective 1 January 2021

New standards, interpretations and amendments not yet effective

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

- 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 2 Contract (Amendments to IAS 37); effective 1 January 2022

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

- Deferred Tax related to Assets and Liabilities from a Single Transaction (Amendments to IAS 12); effective 1 January
- Definition of Accounting Estimates (Amendments to 1AS B); effective 1 January 2023

- Disclosure of Accounting Policies (Amendments to JAS 1 and IFRS Practice Statement 2); effective 1 January 2023

None of the other standards, interpretations and amendments which are effective for periods beginning after 31 December
2021 and which have not been adopted early are expected to have a material effect on the finandal statements,

3 Accounting policies

Statement of compliance
The group and company financial statements have been prepared in accordance with intemational 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.
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Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2021

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 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 liabilities, 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 ongoing 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 periods if the revision affects both current and future periods.

These financial statements are presented in pounds sterling because that is the currency of the primary economic
environment in which the group cperates,

Going 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 suberdinate 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 going concern basis, the directors have prepared a forecast model induding monthly profit and loss
accounts, balance sheets and cash flows for the period to 31 December 2023. The forecast is built on a bottom up basis,
company by company, and adopts 2022 as its base year. The results for 2022 are based on six months of actual results
(Q1 and Q2) and a forecast for Q3 and Q4. Following the successful roll-out of vaccines and subsequent retaxation of
Covid restrictions during 2021, the impact on of Covid-19 on the forecast for 2022 is fairly limited. However, current high
rates of inflation 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 has continued
into 2022 with Lantor in particular seeing rapid growth in sales. The operations of these companies were also affected in
2021 by a warldwide shortage of raw materials and spiralling transport costs although again, this has eased somewhat in
the first half of 2022. As a manufacturing entity, Lantor has been particilarly impacted by increases in energy costs and
has seen a trebling of annual spend on energy costs since 2020. This is not assumed to improve, indeed costs seem likely
to increase further. Cost increases have been mitigated by growth in sales and strong cost control.

Our logistics businesses, which operate predominantly in the UK, benefited from increasaed 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 B2B and long
term storage customers and this has helped us to improve margins during 2022.
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Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2021
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 LK.

- 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 below 2.5x (excluding working capital facilities). Our cash flows must remain
above 1.2x debt service requirements. These covenants have been met throughout 2021 and 2022 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 also ignores any further mitigating actions that management
could take if required, for example, further working capital management and/or cost reductions.

As a conseguence the directors consider it appropriate to adopt the geing concern basis for these accounts.

Basis of consolidation
The group financial statements consolidate the financial statements of the company and its subsidiary undertakings drawn
up to 31 December 2021,

Three of the subsidiary undertakings has a reporting date of 30 December 2021. This is not deemed to be materially
different to the Cathay Investments 2 Limited reporting date.

No income statemnent is presented for the company as permitted by section 408 of the Companies Act 2006. The company
made a profit after tax for the financial year of £6,775,361 {2020 - loss after tax £1,564,644).

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 financial statements of subsidiaries to bring their accounting policies into ling 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 poficies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by
the group.
Profit or loss from discontinued operations

A discontinued operation is @ component of the group that either has been disposed of, or is classified as held for sale. A
discontinued operation represents a separate maijor line of the business. Profit or loss from discontinued operations
comprises the post-tax profit or loss of discontinued operations and the post-tax gain or loss recognised on the
measurement to fair value less costs to sell or on the disposal group constituting the discontinued operation.
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Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2021
3 Accounting policies (continued)

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

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

2  Identifying the performance obligations

3 Detenmining the tiansaction mice

4  Allocating the transaction price to the performance obiigations

5  Recognising revenue when/as performance obligation(s) are satisfied.

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 exciudes 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 or 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, performance obligations are satisfied and revenue is recognised on the basis 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 goods have transferred to the buyer which is usually at the
point the custemer has signed for delivery of the goods.

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

Government grant

The group has benefited from government grant support, in light of the Coronavirus pandemic, by way of the Coronavirus
Job Retention Scheme (CIRS). Thesa grants were received 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 net 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 monetary items denominated in foreign currency at year-end exchange rates are recognised in
profit or loss.

Neon-monetary items are not retranslated at year-end and are measured at historical cost (translated using the exchange
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 Finandial Statements for the Year Ended 31 December 2021
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 cther comprehensive income is also recognised directly i
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 petiods and items that are never taxabie 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 temporary 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 it is
no longer probable that sufficient taxable profits will be available to alfow 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 recegnised impairment loss. The
group and the company recegnises 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 buildings 2% per annum straight line

Leasehold buildings 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
Muotor vehicles 12.5 - 33% per annum reducing balance

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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Cathay Investments 2 Limited

Notes to the Financial Statements for the Year Ended 31 December 2021
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 a 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 value 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 loss and is not
subsequently reversed.

For the purposes of impairment testing, goodwill is ailocated 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 goadwill is included in the determination of the profit or
loss on disposal.

Intangible assets
Intangible assets are stated at cost less accumulated amortisation 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 Amartisation method and rate
Contractual customer relationships 25% - 50% per annum straight line
Development expenditure Between 3 and 6 years per annum straight line
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3  Accounting policies (continued)

Leasing
All leases are negotiated on an individual 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 al! 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 lability,
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 vaiue 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 liability will be reduced by lease payments that are allocated 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.

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

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and call deposits, and other short-term highly liquid investments that
are readily convertible to a known amount of cash and are subject to an insignificant 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 subsequently 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 lower of cost and net realisable value. Cost is determined using either the first-in, first-out
(FIFO) 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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Trade and other payables
Trade and other payables are recognised initially at the transaction price and subsequently measured at amortised cost
using the effective interest method.

Borrowings
All borrewings are initially recorded at the amount of proceeds received, net of transaction costs. Borrowings are

subsequently 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 on the basis of the effective interest method and is included in finance costs.

Borrowings are classified as current liabilities urless the group has an unconditional right to defer settlement of the liability
for at least 12 months after the reporting date.,

Provisions

Provisions are recognised where a legal or constructive obligation has been incurred 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 wili only be confirmed by future events, or where the amount of the obligation cannot be measured with
reasonable refiability.

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 those 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 belongs.

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 reflects current market
assessments of the time value of money and the risks specific to the asset for which the estimates of future cash flows
have not been adjusted.

If the recoverable amount of an asset 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 classified as equity. Equity instruments are measured at the fair value of the cash or other 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 a present value basis.

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

Dividends

Dividend distribution to the company’s shareholders is recognised 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
Payments to group defined contribution retirerent benefit schemes are charged as an expense as they fall due.
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Financial assets and liabilities

Recognition and derecognition

Financial assets and financial liabilities are recognised when the group becomes 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.

Finarnicial assets and liabilities {continued)

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 into
the following categories:

- amortised cost

- fair value through profit or ioss (FVTPL)

- fair value through other comprehensive income {FYOCI).

In the periods presented the group does not have any financial assets categorised as FYTPL or FVQCIL.

All income and expenses relating to financial assets that are recognised in profit or loss are presented 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 held 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 expected credit losses, including past
events, current conditions, reasonable 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 tow ("Stage 27).

*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 estimate 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 simplified approach in accounting for trade and other receivables as well as contract assets and

records the loss allowance as lifetime expected credit losses. These are the expected shortfalis 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 assess impairment of trade receivables on a collective basis as they possess shared credit risk
Uian aclerislics.

Classification and measurement of financial liabilities

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

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

All interest-related charges are reported in profit or toss 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 mast 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 dilapidation 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 uneconomic sites will be dosed and sublet, the dilapidations reguired
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 reliable estimate can be made of the obligation. The determination
of the rates provision requires significant judgement.

Leases - Incremental borrowing rate

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

The IBR is the estimated rate that the company 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 setected for each class of leased
asset; buildings, cars, commercial equipment and office equipment.

In determining the IBR 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
judgement.
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4  Critical accounting judgements and key sources of estimation uncertainty (continued}

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.

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 usefu! 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 specific 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 insuranca.

Inventory valyation

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 into account expected trading
conditicns.

5 Revenue

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

2021 2020

£ £
Revenue from contracts with customers 43,418,713 50,091,002
43,418,713 50,091,002

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

2021 2020
£ £
Primary geographical markets
UK 43,418,713 49,881,911
Europe - 172,609
Rest of world - 316,482
43,418,713 50,091,002
Major products and service lines
Third party logistics 38,010,014 40,600,474
Toys, stationery and greetings cards 5,407,446 9,490,528
IT services 1,253 .
43,418,713 50,091,002
Timing of revenye recognition
Products transferred at a point in time 5,407,446 9,490,528
Services transferred over time 38,011,267 40,600,474
43,418,713 50,091,002
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6 Operating profit from continuing operations
Arrived at after charging/{crediting):

2021 2020
£ £
Depreciation expense 5,131,554 5,435,650
Amortisation expense 673,250 673,250
Foreign exchange losses/(gains) 9,795 237,978
Loss on disposatl of property, plant and equipment 674 2,926
Exceptional item - redundancy costs 141,767 228,316
Exceptional item - other costs 2,018 18,698
Exceptional item - Rhys Davies & Sons Limited - write off of group funding on
administration N 4,327,042
Exceptional item - Rhys Davies & Sons Limited - administration costs 56,365 358,417
Exceptional item - aborted transaction and other legal costs 59,437 15,401
Exceptional item - Rhys Davies & Sons Limited - funds returned by Administrators (200,000} -
Exceptional item - legal costs relating te historic court case 62,895 -
Exceptional item - exit costs for toys division customer 26,660 -
Exceptional item - bad debts 11,349 =
7 Netfinance costs
2021 2020
£ £
Finance income
Interest income on bank deposits 3,402 4,730
Finance costs
Interest on bank overdrafts and borrowings (255,343) (230,744)
Interest expense on leasing arrangements (1,142,927) {1,238,954)
(1,398,270) (1,469,698)
Net finance costs from continuing operations (1,354,778) {1,464,968)
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8 Staff costs
The aggregate payroll costs from continuing operations were as follows:

2021 2020

£ £

Wages and salaries 6,856,214 7,785,364
Social security costs 555,508 680,957
Pension and other post-employment benefit costs 135,496 181,794
Redundancy and payment in lieu 141,767 228,316
7,688,985 8,876,431

During the year, the group received government grant support by way of the Coronavirus Job Retention Scheme {CIRS).
The total grant income received for continuing operations was £104,604 (2020 - £377,728) which is included within other
income in the statement of comprehensive income. The staff costs are shown gross of the CIRS grants received.

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

follows:
2021 2020
No. No.
Administration and support 40 67
Sales 6 12
Marketing 1 252
Distribution 243 6
Management 4 1
294 338

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

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

2021
£
Remuneration 437,581
The directors' remuneration is paid by Cathay Investments Limited, another company in the group.
10 Auditor's remuneration
2021 2020
£ £
Audit of the financial statements 25,000 20,000
Au(?ht of the financial statements of subsidiaries of the company pursuant to 103,500 86,000
legislation
128,500 106,000
Other fees to auditors
Taxation compliance services 25,000 19,000
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Tax charge/(credit} in the income statement:

2021 2020
£ E

Current taxation
UK corporation tax 387,150 47,992
Group relief payable - 248,880
UK corporation tax adjustrment to prior periods (238,220) (270,841)
Total current income tax 148,930 26,031
Deferred taxation
Arising from origination and reversal of temporary differences 45,386 (58,076)
Effect of tax rate change on opening balance (31,334) -
Adjustments in respect of previous periods _(78,371) {59,683}
Total deferred taxation {64,319) (117,759)
Tax expense/{credit) in the income statement 84,611 (91,728)

The tax on profit before tax for the year is jower than the standard rate of corporation tax in the UK {2020 - higher than
the standard rate of corporation tax in the UK) of 19% (2020 - 15%).

The differences are recondiled below:

2021 2020
£ £
Profit/(Loss) before tax from continuing operations 1,609,946 (1,130,998)
Corporation tax at standard rate 305,890 (214,890)
Decrease in current tax from adjustment for prior periods (241,246} (156,940}
Increase from effect of capital allowances depreciation 37,114 64,011
Increase from effect of expenses not deductible in determining taxable profit 6,743 772,988
Decrease arising from group relief - (363,500)
Deferred tax expense/(credit) from unrecognised tax loss or credit 55,048 {145,540)
Deferred tax credit relating to changes in tax rates of laws (45,344) (37,281)
Decrease in deferred tax from adjustment for prior periods (78,371) (59,683)
Other difference leading to an increase in taxation 44,778 49,107
Total tax expense/(credit) 84,611 {91,728)
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11 Tax {continued)

Deferred tax

Group
Deferred tax assets and liabilities

2021

Accelerated tax depreciation
Tax losses carry-forwards
Short term timing differences

2020

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 pricr year:

Accelerated tax depreciation
Tax losses carry-forwards
Other items

Net tax assets/(fiabilities)

Net deferred

Asset Liability tax

£ £ £

99,066 (344,787) (245,721)
227 - 227

130 (10,567) (10,437)
99,423 (355,354) {255,931)
Net deferred

Asset Liability tax

£ £ 3
122,819 (106,341) 16,478
3,804 - 3,804

581 (341,113) (340,532)

127,204 (447,454) {320,250)

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)

At 31

At 1 January Recognised in December

2020 income 2020

£ £ £
24,577 (8,099) 16,478
6,173 {2,369) 3,804

(468,759) 128,227 (340,532)

(438,009 117,759 (320,250}
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12 Property, plant and equipment

Group
Furniture,
Land and fittings and
buildings equipment  Motor vehicies Total
£ £ £ £

Cost of valuation
At 1 January 2020 47,764,050 21,721,965 13,321,689 82,807,704
Additions 967,982 509,436 57,636 1,535,054
Additions (discontinued operations) 16,395 2,428 - 18,823
Disposals (194,864) (89,779) (68,042) {352,685)
Disposals {discontinued operations) (6,002,698} (7,419,956} (12,598,200) {26,420,854)
At 31 December 2020 42,550,865 14,724,094 313,083 57,588,042
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
Depreciation and impairment losses
At 1 January 2020 5,983,664 15,770,182 9,868,036 31,621,882
Charge for the year 4,007,152 1,349,966 78,532 5,435,650
Charge for the year (discontinued operations) 743,774 408,206 1,151,668 2,303,648
Eliminated on disposals (194,864) (88,779} (57,226) (340,869)
Eliminated on disposals {discontinued
operations) (1,434,141) (6,557,209) (10,890,650} {18,882,000)
At 31 December 2020 9,105,585 10,882,366 150,360 20,138,311
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
Carrying amount
At 31 December 2021 29,591,733 2,894,828 131,821 32,618,382
At 31 December 2020 33,445,280 3,841,728 162,723 37,449,731
At 1 January 2020 41,780,386 5,951,783 3,453,653 51,185,822

Included within the net book value of land and buildings above is £101,634 (2020 - £101,634) in respect of freehold land
and buildings and £29,490,099 (2020 - £33,343,646) in respect of short leasehold Jand and buildings.

Pledged as security
Freehold land and buildings with a carrying amount of £101,634 {2020 - £101,634) have been pledged as security for the
group's other bank barrowings.

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

2021 2020
£ £

Land and buildings 26,013,706 29,539,690
Furniture, fittings and equipment 2,247,883 3,099,847
Motor vehicles 98,850 145,728
28,360,439 32,785,265
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13 Intangible assets

Group
Other
intangible
Goodwill assets Total
£ £ £

Cost of valuation
At 1 January 2020 6,825,011 7,074,456 13,899,467
Disposals {1,373,576) - (1,373,576)
At 31 December 2020 5,451,435 7,074,456 12,525,891
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
Amortisation
At 1 January 2020 4,188,237 4,605,873 8,794,110
Amortisation charge - 673,250 673,250
Disposals (1,373,576) - (1,373,576)
At 31 December 2020 2,814,661 5,279,123 8,093,784
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
Carrying amount
At 31 December 2021 2,636,774 1,130,140 3,766,914
At 31 December 2020 2,636,774 1,795,333 4,432,107
At 1 January 2020 2,636,774 2,468,583 5,105,357

Other intangible assets include contractual customer relationships and development expenditure.

In accordance with IAS 36 we have carried out an impairment review of the goodwill, 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 2021 budget prepared at the
beginning of the year which includes a 5 year 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 applying a single company premium
dependent on the characteristics of each company of between 5% and 20%.

Ne impairment is indicated where the value in use is higher than the carrying value.
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14 Investments

Details of the company subsidiaries as at 31 December 2021 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 Original Poster Company Limited*

PNC Global Logistics Limited*
Amethyst Global Freight Limited
Warehouse One Distribution Limited*

C5 Digitals Limited*

Principal activity

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

Dormant

Dormant

Import and
distribution of toys,
stationery and
seasonal products

Provision of
warehousing and
logistics services

Non-trading

Producer and

distributor of greeting

cards
Hoiding company

Freight forwarding

Warehousing, logistics

and transportation
services

Information
technology
consultancy services

Country of
incorporation
and principal

Proportion of ownership

place of business interest and voting rights held

England and Wales

England and Wales
England and Wales
England and wWales

England and Wales

England and Wales

England and Wales

England and Wales
England and Wales
England and Wales

England and Wales
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2021
100%

100%
100%
100%

100%

100%

100%

100%
100%
100%

100%

2020
100%

100%
100%

100%

100%

100%

100%
100%
100%

100%
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14 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 until 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 2021 the following subsidiaries were entitied 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)

Summary of the company's investments

2021 2020
£ E

Investments in subsidiaries 12,766,699 12,766,699
Subsidiaries
Cost or valuation
At 1 January 2020 12,766,698
Additions 250,001
Impairment {250,000}
At 31 December 2020 12,766,699
At 1 January 2021 12,766,699
At 31 December 2021 12,766,699
Carrying amount
At 31 December 2021 12,766,699
At 31 December 2020 12,766,699
At 1 January 2020 12,766,658
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15 Leases
Lease liabilities are presented in the statement of financial position as follows: Group
2021 2020
£ £
Current 4,449,384 4,371,095
Non-current 27,637,450 31,804,839
32,086,834 36,175,934
Lease fiabilities of £32,086,834 (2020 - £36,175,934) are secured over the leased assets.
Leasing activities by type of right-of-use asset recognised 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 options index aptions
Land and buildings 7 1-12vears  6years 7 - 7
Furniture, fittings and
equipment 31 1-5vyears 3 years 31 - 31
Motor vehicles 10 1 - 2 years 1 year 10 - 10
Future minimum lease payments at 31 December 2021 were as follows:
Group
Within 1-2 2-3 3-4 4-5 After Total
1 year years years years years 5 years
£ £ £ £ £ £ £

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} (5,145,815)

Net present values 4,449,384 3,550,378 3,202,938 _ 3,056,130 3,089,695 14,738,309 32,086,834

Future minimum lease payments at 31 December 2020 were as follows:

Within 1-2 2-3 34 4-5 After Total
1 year years years years years S years
£ £ £ £ £ E

31 December 2020

Lease payments 5,478,441 5,057,181 4,201,022 3,734,208 3,512,264 20,411,159 42,394,275
Finance charges {1,107 346) (961,124) {825,370} {714,557} {619,508) (1,990,435} (6,218,341}
Net present values 4,371,095 4,096,057 3,375,652 _ 3,019,651 2!89£!756 18,420,723 36,175,934

The group and company recognised £nil (2020 - £nil) expense relating to payments for short-term leases, leases of low value assets and
variable lease payments.

At the year end the group was not committed to any short-term leases.
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15 Leases (continued)
Right-of-use assets

Group

Gross carrying amount
Balance at 1 January 2021
Additions

Disposals

Balance at 31 December 2021

Depreciation and impairment
Balance at 1 January 2021
Depreciation

Disposals

Balance at 31 December 2021

Carrying amount 31 December 2021
Carrying amount 31 December 2020

42

Furniture,
La':'d _and fittings and M_obor Total
buildings . vehicles
equipment
£ £ £ £
35,803,600 4,859,971 265,097 40,928,668
37,256 114,088 - 151,344
(98,875) (460,650) (49,914) (609,439)
35,741,981 4,513,409 215,183 40,470,573
6,263,910 1,760,124 119,369 8,143,403
3,563,240 960,532 39,798 4,563,570
(98,875) (455,130} (42,834) {596,839)
9 728275 2,265,526 116,333 12,110,134
26,013,706 2,247,883 98,850 28,360,439
29,539,690 3,099,847 145,728 32,785,265
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16 Inventories

Group Company
2021 2020 2021 2020
£ £ £ £
Finished goods and goods for resale 919,016 1,035,716 - -

The cost of group inventories recognised as an expense in the year from continuing operations amounted to £2,372,225
(2020 - £5,743,431). This is included within cost of sales.

17 Trade and other receivables

Group Company

Note 2021 2020 2021 2020
£ E £ £

Trade receivables 5,963,027 8,105,506 - -
Receivables from related parties 28 483,414 1,055,942 719,720 1,645,154

Other prepayments 1,409,573 2,903,138 - -
Other receivables 275,459 572,483 1,559 51,414
8,131,473 12,637,069 721,279 1,736,568

Details of non-current trade and other receivables

Group

£nil (2020 - £4,000) of trade receivables is classified as non-current. This balance relates to trade receivables under
agreed long term payment plans.

The amortised cost of those frade and other receivables classified as financial instrument loans and receivables are
disclosed in the financiai 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,

18 Cash and cash equivalents

Group Company
2021 2020 2021 2020
£ £ £ £
Cash at bank 5,150815 5,060,048 251,093 102,259

The balance of £5,150,815 and £251,093 above includes £470,000 of restricted cash relating fo a discontinued operation.
The £470,000 was fully released post the year end.

1% Share capital

2021 2020

No. £ No. £

Ordinary shares of £1 each 12,000 12,000 12,000 12,000
Ordinary shares of £3 each 934 2,802 934 2,802
12,934 14,802 12,934 14,802

Rights, preferences and restrictions
Each ordinary share of £1 is entitled to one vote. Each ordinary share of £3 is enfitled to three votes,
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20 Reserves
Group

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

Retained earnings
Inciudes all current and prior period retained profits and losses.
Company

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

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

21 Loans and borrowings

Group Company
2021 2020 2021 2020
£ E £ E
Non-current loans and borrowings
Bank borrowings 5,445,126 6,445,126 5,445,126 6,445,126
Redeemable preference shares 936,885 936,885 936,885 936,885
6,382,011 7,382,011 6,382,011 7,382,011
Group Company
2021 2020 2021 2020
£ £ £ £
Current loans and borrowings
Other borrowings 944,041 944,041 944,041 944,041
944,041 944,041 944,041 944,041

Group

Bank borrowings

On 18 December 2020 the group, together with its related company Cathay Investments Lirnited, refinanced their bank
borrowings with HSBC Bank PLC. All the loans in Cathay Investments 2 Limited are provided by HSBC Bank PLC and 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.

Redeemable preference shares

The holder of the redeemabile 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 borrowings in the statement
of financial position.

The redeemable preference shares carry a 0% coupon rate.

The lcans 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
disclosed in the financial risk management and impairment note.
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22 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 £135,456 (2020 - £181,794).

Contributions totalling £33,996 (2020 - £18,234) were payable to the scheme at the end of the year and are included in
craditors.

23 Other provisions

Group
Dilapidations
Rates provision provision Total
£ £ £
At 1 January 2021 2,032,000 943,000 2,975,000
Additional provisions 557,167 141,000 698,167
Praovisions used - (110,000) (110,000)
At 31 December 2021 2,589,167 974,000 3,563,167
Non-current liabilities - 974,000 974,000

Provisions with amounts of £2,589,167 (2020 - £2,142,000) expected to fall due within cne year and £974,000 (2020 -
£833,000) expected to fall due after more than one year.

Prior year adjustment

Provisions totalling £2,142,000 have been reclassified from non-current to current liabilities as at 31 December 2020 on
the face of the consolidated statement of financial position. In the prior year all provisions were shown within non-current
liabilities. There is no impact on the previously reported retained earnings or net assets.

24 Trade and other payables

Group Company
2021 2020 2021 2020
£ £ E £
Trade payables 1,989,205 2,628,398 5,645 18,049
Accrued expenses 1,076,506 2,180,493 21,000 8,693
Amounts due to refated parties 91,553 45,220 205,242 5,849,055
Social security and other taxes 1,071,857 1,108,730 2,087 -
Cther payables 2,186,992 5,723,613 10 -
5,416,113 11,686,454 233,984 5,875,797

Included within the other payables balance is an amount of £2,176,987 (2020 - £5,689,314) 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
instruments 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.
25 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 £21,962,233 (2020 - £25,619,405).
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26 Financial instruments

Categories of financial instruments
The group and the company held the following financial assets:

Group Company
2021 2020 2021 2020
£ [ 3 £ £
Trade and other receivables 6,721,900 9,733,931 721,279 1,736,568
Cash and cash equivalents 5,150,815 5,060,048 251,093 102,259
11,872,715 14,793,979 972,372 1,838,827

The group and the company held the following financial liabilities:

Group Company

2021 2020 2021 2020
£ £ £ £
Trade and other payables 6,416,113 11,686,454 233,984 5,875,797
Bank borrowings 5,445,126 6,445,126 5,445,126 6,445,126

Lease liabilities 32,086,834 36,175,934 - -
Other borrowings 944,041 944,041 944,041 944,041
Redeemable preference shares 936,885 936,885 936,885 936,885
45,828,999 56,188,440 7,560,036 14,201,849

27 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 unpredictability of the marketplace and seeks to minimise potentiat 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 liability outstanding at the statement of financial position date was
outstanding for the whole year. The group’s and company’s assessment of the reasonably possible change in interest
rates is 0.25% increase or decrease.

Based on bank borrowings at 31 December 2021 if interest rates were 0.25% higher (or lower) and all other variables
were held constant, the group’s net profit would decrease (or increase) by £13,613.

Credit risk and impairment

The group's and the company's exposure to credit risk is limited to the carrying value of financial assets recognised at the
year end. The maximum exposure to credit risk in relation to trade receivables is equivalent to the year end balance. The
group continuously 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.
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27 Financial risk management and impairment of financial assets (continued)

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

2021 2020
£ E
Impairment loss on trade receivables (11,660% 291,122

Past due and impaired financial assets

The directors consider that all the above financial assets that are not impaired tor 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.

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

Maturity analysis

Within 1 year After 1 year Total
2021 £ £ £
Non-interest bearing borrowings 944,041 - 944,041
Bank borrowings - 5,445,126 5,445,126
Redeemable preference shares - 936,885 936,885
Lease liabilities 4,449 384 27,637,450 32,086,834
5,393,425 34,019,461 39,412,886

Within 1 year After 1 year Total
2020 £ £ £
Non-interest bearing borrowings 944,041 - 944,041
Bank borrowings - 6,445,126 6,445,126
Redeemable preference shares - 936,885 936,885
Lease liabilities 4,371,085 31,804,839 36,175,934
5,315,136 39,186,850 44,501,986

Capital risk management

Capital components
Total capital is calculated as equity, as shown in the consolidated statement of financial pasition, pius debt.

Externally imposed capital requirements
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
corporate and individual asset level and sets internal guidelines for interest cover and gearing. The group manages the
capital structure and makes changes to it in light of changes in economic conditions and the risk characteristics of the
underlying assets.
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27 Financial risk management and impairment of financial assets {continued)
The amounts managed as capital by the group and the company for the reporting periods under review are summarised

as follows:
Group Company

2021 2020 2021 2020

£ £ £ £

Share capital 14,802 14,802 14,802 14,802
Retained earnings 491,714 (33,618) 6,164,233 388,875
Redeemable preference shares 936,885 936,885 936,885 936,885
Bark borrowings 5,445,126 6,445,126 5,445,126 5,445,126
6,888,527 7,363,195 12,561,046 7,785,688

28 Related party transactions

Key management personnel

B Chaing, director

K Johnson, director

D Nicholas, director

G Thwaites, director

M Chaing, director (resigned 13 July 2022)
S Chaing, director

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 (2020 - £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 lcan to the company. During the year, Chaing Equities Limited
recharged insurance costs to Cathay Investments 2 Limited totalling £52,470 (2020 - £73,600). Chaing Equities Limited
charged rent to Cathay Investments 2 Limited group companies totalling £7,469 (2020: £nil). Cathay Investments 2
Limited charged accounts and audit fees to Chaing Equities Limited totalling £18,025 (2020: £nil}. The amount due to
Chaing Equities Limited at the year end is £84,162 (2020 - £42,828).

Summary of transactions with entities with joint control or significant interest

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

During the year, Cathay Investments Limited and subsidiary companies recharged costs of £136,080 (2020 - £178,313)
to the group. During the year the group paid management expenses of £900,000 (2020 - £720,000) to Cathay
Investments Limited and its subsidiary companies,

During the year, the group made sales of £1,232,101 (2020 - £417,299) 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
£200,000 (2020 - £2,267,320) to Cathay Investments Limited during the year. Cathay Investments Limited made loan
repayments of £1,281,596 (2020 - £1,200,403) 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 £19,785,245 (2020 - £19,930,091).

At the year end the net amount due from Cathay Investments Limited and its subsidiary companies is £476,710 (2020 -
due from £1,053,550).

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

During the year, Cathay Investments 3 Limited and subsidiary companies recharged costs of £5,687 (2020 - £nil) to the
group.

During the year, the group advanced an amount of £5,000 (2020 - £nil} to Cathay Investments 3 Limited and its
subsidiaries.

At the year end the net amount due to Cathay Investrents 3 Limited and its subsidiary companies is £687 (2020 - Enil).
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28 Related party transactions (continued)

Income and receivables from related parties

2021

Rereint nf services
Recharged expenses
Settlement of liabilities
Provision of loan

Amounts receivable from related party

2020

Receipt of services
Settlement of liabilities
Provision of loan

Amounts receivable from related party

Expenditure with and payables to related parties

2021
Rendering of services
Recharged expenses

Amounts payable to related party

2020
Rendering of services
Purchase of property or other assets

Amounts payable to related party

Entities with
joint control
Parent or significant
company influence
£ : £
- - 1,232,101
18,025 -
- {1,281,596)
- - 200,000
18,025 150,505
- 482,214
Entities with

joint control

or significant

influence

: £
417,299

(1,200,403)
2,267,320
1,484,216

1,055,942

Entities with
joint control
Parent or significant

company influence
£ £
7,469 900,000
54,470 136,080
61939 1036080
84,162 6,191
Entities with
joint control
Parent or significant
company influence
£ £
- 720,000
73,600 178,313
73,600 898,313
42,828 2,392
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28 Related party transactions (continued)

Loans from related parties

Key

management

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

Key

management

2020 £
At start of period 1,200,000
Repaid {255,959)
At end of period 944,041

29 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 Limited. These
financial statements are available upon request from 43 Friends Road, Croydon, United Kingdom, CRO 1ED.

30 Post balance sheet events

On 11 April 2022, Cathay Investments 2 Limited acquired 100% of the share capital of CAJ Mercian Holdings Limited,
together with its subsidiary Mercian Logistics Limited, for £1,625,000 plus up to a further £200,000.
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