Smyths Toys NI Limited

Annual Report
Financial year ended 30 December 2019

Registered number: NI060832

COMPANIES HOUSC |
BELFr.

22 DEC T7°C
RECEFTIO™

il

MR

NI 22/12/2020
COMPANIES HOUSE

TUESDAY

|



Smyths Toys NI Limited Annual Report 2019

CONTENTS

Pages
DIRECTORS ANI? OTHER INFORMATION 2
STRATEGIC REPORT ‘ 3
DIRECTORS' REPORT | 4-6
INDEPENDENT AljDITORS' REPORT 7-9
PROFIT AND LOSS ACCOUNT | 10
BALANCE SHEET : 11
STATEMENT OF CHANGES IN EQUITY 12
CASH FLOW STATEMENT 13

NOTES TO THE FINANCIAL STATEMENTS 14 - 27



Smyths Toys NI Limited

DIRECTORS AND OTHER INFORMATION

Directors

Anthony Smyth
Liam Smyth
Patrick Smyth
Thomas Smyth

Secretary and Registered Office

Anthony Smyth

c/o Johnston Kennedy DFK
10 Pilots View

Heron Road

Belfast BT3 9LE

Co Antrim

Northern Ireland

Registered number: NI060832

Independent Auditors

PricewaterhouseCoopers

Chartered Accountants and Statutory Audit Firm

One Galway Central
Forster Street
Galway

Ireland

Solicitors

Royds Solicitors
69 Carter Lane
London EC4V 5EQ
England

Bankers

Barclays Bank PLC
1 Churchill Place
Canary Wharf
London E14 5HP
England

Barclays Bank PLC
One Molesworth Street
Dublin

DO2 RF29

Ireland



Smyths Toys NI Limited

STRATEGIC REPORT

Strategic report for the year ended 30 December 2019
The directors present their strategic report for the year ended 30 December 2019.

Review of the business

The principal activity of the company is the sale of toys and associated products from retail outlets in Northern
Ireland. Turnover has decreased by £0.6m to £45.2m for the year ended 30 December 2019. The company's
profit before tax for the year was £0.9m. The directors are pleased with this result particularly given the
current economic climate and the competitive market place.

The company had net current liabilities of £0.9m at the end of the year.

The company has seven stores in operation in Northern Ireland. There were no new stores opened during the
year. The average staff numbers increased from 191 in 2018 to 192 in 2019.

Principal risks and uncertainties

The principal risks and uncertainties facing the group, of which the company is a member, are competitive
price pressures and foreign currency fluctuations, together with the uncertainty in relation to Brexit and the
Covid-19 virus pandemic.

General

As outlined in the directors’ report, the directors do not plan to make any changes to the activities of the
company in the foreseeable future.

On behalf of the Board

Anthony Smyth
Director



Smyths Toys NI Limited

DIRECTORS' REPORT

Directors’ report for the year ended 30 December 2019 '
The directors present their report and the audited financial statements of the company for the financial year
ended 30 December 2019. The comparative period is the financial year ended 30 December 2018.

Principal activities

As detailed in the Strategic Report, the company is engaged in the sale of toys and associated products from
retail outlets in the Northern Ireland. Under the company’s trading structure, its parent company, Smyths Toys
HQ UC, undertakes key functions and their associated risks on behalf of the company and the group. The
company'’s accounts reflect the underlying economic and proportionate impact of this arrangement.

Future developments
The directors do not plan to make any changes to the activities of the company in the foreseeable future.

Financial risk management

The company has in place a programme to manage the financial risk exposures of the company. Under the
company's trading structure with its holding company, Smyths Toys HQ Unlimited Company, the majority of
these risks are limited for Smyths Toys NI Limited.

Given the size of the company, the directors have not delegated the responsibility of monitoring financial risk
management to a sub-committee of the board. The policies are set by the board of directors and are
implemented by the company's finance department. The department has policies that set out specific
guidelines to manage interest rate risk, credit risk and foreign exchange risk and circumstances where it
would be appropriate to use financial instruments to manage these.

Price risk

The company is exposed to limited price risk due to the trading structure under which it operates with Smyths
Toys HQ Unlimited Company. The company has no exposure to equity securities price risk as it holds no
listed or other equity investments.

Foreign exchange risk
The company bears minimal foreign exchange risk as its activities are primarily denominated in Sterling.

Credit risk
The company has limited credit risk as the majority of sales are retail. The company has implemented policies
that require appropriate credit checks on potential customers before any credit sales are made.

Liquidity risk
Liquidity risk is managed at group level. The group maintains an appropriate level of available finance to
ensure the company has sufficient available funds for operations and planned expansions.

Interest rate and cash flow risk
The company does not have any interest bearing assets or liabilities.

The company does not use any derivative financial instruments.

Brexit risk

The result of the UK referendum to leave the European Union (“EU") has created significant uncertainty about
the near-term outlook and prospects for both the UK and ROI economies. Brexit could also potentially impact
adversely on the group supply chain due to changes in tariffs and customs arrangements. The directors are
considering the specific risks particularly around a “Hard Brexit" and have established a set of contingency
actions to address this should the need arise.

Covid-19 Pandemic
Details of the impact and risk associated with the Covid-19 pandemic are set out in ‘Post balance sheet
events’ below.

Results and dividends

The profit and loss account for the year is set out on page 9. The company's profit for the year was £0.6m
(2018: £0.8m). Dividends of £2.5m (2018:Nil) were declared during the year. Balance was settled through the
intercompany account.



Smyths Toys NI Limited

. DIRECTORS' REPORT - continued

Directors

The directors who held office during the year and up to the date of signing the financial statements are given
below:

Anthony Smyth

Liam Smyth

Patrick Smyth

Thomas Smyth

Post balance sheet events

Covid-19 Pandemic

The Company is exposed to the impact of the recent outbreak of the Covid-19 virus pandemic across the
globe. This crisis is unprecedented at a global level. Up to March 2020, the company had been performing
strongly. However, the implementation of public health measures, including the requirement for social
distancing and the temporary closure of all non-essential workplaces, had resulted in the company operating
at a reduced capacity within Northern Ireland up to June 2020. All stores have now reopened. The Company
is continuing to actively monitor the situation in order to take the necessary steps to mitigate the impact of the
pandemic on operations and have established a set of contingency actions in anticipation of wider outbreaks
of the virus.

While the future impact of Covid-19 is uncertain, management are aware that the key risks to the business
could be further temporary store closures, reduced staff availabilty due to sick leave, self-isolation or
quarantine situations arising and disruption to supply chains amongst other potential negative impacts to the
business. Using currently available information, the company has prepared forecasts under various scenarios
and in evaluating the cash flow needs for the 12-month period from the approval of these financial statements.
Based on these forecasts and a range of different scenarios, the directors are satisfied that with the current
level of reserves, utilising available government supports and tight cost control measures for the duration of
the pandemic the company can sustain its operations in the current volatile environment.

Research and development
The company did not engage in any research and development activities during the year.

Statement of directors’ responsibilities
The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland”, and applicable law). Under company law the directors
must not approve the financial statements unless they are satisfied that they give a true and fair view of the
state of affairs of the company and of the profit or loss of the company for that period. In preparing the
financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;
state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been
followed, subject to any material departures disclosed and explained in the financial statements;

¢ make judgements and accounting estimates that are reasonable and prudent; and
prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

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

The directors are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.



Smyths Toys NI Limited

DIRECTORS’ REPORT - continued

Political donations
The company did not make any political donations in either year.

Disclosure of information to auditors
So far as each of the directors in office at the date of approval of these financial statements is aware:

e there is no relevant audit information of which the company’s statutory auditors are unaware; and

o they have taken all the steps that they ought to have taken as directors in order to make themselves
aware of any relevant audit information and to establish that the company’s statutory auditors are aware
of that information.

Independent Auditors

The auditors, PricewaterhouseCoopers, have indicated their willingness to continue in office and a resolution
concerning their re-appointment will be proposed at the Annual General Meeting.

On behalf of the Board

Anthony Smyth
Director
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Independent auditors’ report to the members of Smyths
Toys NI Limited

Report on the audit of the financial statements

Opinion
In our opinion, Smyths Toys NI Limited’s financial statements:

e give a true and fair view of the state of the company’s affairs as at 30 December 2019 and of its profit and cash
flows for the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law); and

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

We have audited the financial statements, included within the Annual Report, which comprise: the balance sheet as at 30
December 2019; the profit and loss account for the year then ended, the statement of cash flows for the year then ended, the
statement of changes in equity for the year then ended; and the notes to the financial statements, which include a
description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law.
Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern
ISAs (UK) require us to report to you when:

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

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

We have nothing to report in respect of the above matters.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the company’s
ability to continue as a going concern.
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Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial statements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report
based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required by the UK
Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require us also
to report certain opinions and matters as described below.

Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and
Directors’ Report for the year ended 30 December 2019 is consistent with the financial statements and has been prepared in
accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we did
not identify any material misstatements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of directors’ responsibilities set out on page 5, the directors are responsible for the
preparation of the financial statements in accordance with the applicable framework and for being satisfied that they give a
true and fair view. The directors are also responsible for such internal control as they determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

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

Auditors’ 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 auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

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

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept
or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.
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Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
e we have not received all the information and explanations we require for our audit; or

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

e  certain disclosures of directors’ remuneration specified by law are not made; or
e the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

i

John Dillon (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers
Chartered Accountants and Statutory Auditors
Dublin

27 July 2020




Smyths Toys NI Limited

PROFIT AND LOSS ACCOUNT

For the financial year ended 30 December 2019

Turnover

Cost of sales

Gross profit

Distribution costs

Operating profit and profit before taxation

Tax on profit

Profit for the financial year

All amounts arose from continuing operations.

30 Decem‘bef 30 December

2019 2018

Notes £000 £'000
5 45,194 45747
(36,849) (37,144)

8,345 8,603

(7.441) (7,459)

6 904 1,144
8 (256) (301)

648

843

The company had no other comprehensive income in either year and, therefore, no separate statement of

comprehensive income has been presented.

10



Smyths Toys NI Limited

BALANCE SHEET
As at 30 December 2019

Fixed assets
Intangible assets
Tangible assets

Current assets .
Debtors
Cash at bank and in hand

Creditors - amounts falling due within one year
Net current assets/(liabilities)

Total assets less current liabilities

Provisions for liabilities

Net assets

Capital and reserves
Called up share capital
Retained earnings

Total equity

Notes

11

12

13

14

The notes on pages 13 to 26 are an integral part of these financial statements.

30 December 30 December

2019 2018
£000 £'000
1,704 1,947
1,682 1,971
3,386 3,918
5,407 7,948
539 920
5,946 8,868
(6,915) (8,504)
(969) 364
2,417 4,282
(312) (325)
2,105 3,957
2,105 3,957
2,105 3,957

The financial statements on pages 9 to 26 were authorised for issue by the board of directors on 27 July 2020

and were signed on its behalf.

Director

Anthony Smyth

Smyths Toys NI Limited
Registered number: NI060832

11



Smyths Toys NI Limited

STATEMENT OF CHANGES IN EQUITY
For the financial year ended 30 December 2019

Balance as at 31 December 2017

Profit for the financial year
Other comprehensive income for the financial year

Total comprehensive income for the financial year

Balance as at 30 December 2018

Balance as at 31 December 2018
Profit for the financial year

Other comprehensive income for the financial year
Total comprehensive income for the financial year
Dividends paid

Total transactions recognised directly in equity

Balance as at 30 December 2019

Called up Retained Total
Share capital Earnings
£000 £'000 £000
- 3,114 3,114
- 843 843
- 843 843
- 3,957 3,957
- 3,957 3,957
- 648 648
- 648 648
- (2,500) (2,500)
- (2,500) (2,500)
- 2,105 2,105

12



Smyths Toys NI Limited

CASH FLOW STATEMENT
For the financial year ended 30 December 2019

Net cash from operating activities
Income taxes paid

Net cash used in operating activities

Cash flows from investing activities
Purchases of tangible assets

Net cash used in investing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Cash and cash equivalents consists of:
Cash at bank and in hand

Cash and cash equivalents

30 December 30 December

2019 2018

Notes £000 £000
15 63 593
(305) (279)

(242) 314

10 (139) (97)
(139) (97)

(381) 217

920 703

539 920

539 920

539 920

13



Smyths Toys NI Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

1

General information

Smyths Toys NI Limited ("the company") operates retail stores in Northern Ireland through which it sells
toys and associated products.

The company is a private company limited by shares and is incorporated in Northern Ireland. The
address of the registered office is 10 Pilots View, Heron Road, Belfast BT3 9LE, Co Antrim.

Statement of compliance

The financial statements of Smyths Toys NI Limited have been prepared in compliance with United
Kingdom Accounting Standards, including Financial Reporting Standard 102, "The Financial Reporting
Standard applicable in the United Kingdom and the Republic of ireland ("FRS 102")" and the Companies
Act 2006.

Summary of significant accounting policies

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.

(a) Basis of preparation

These financial statements have been prepared on a going concern basis under the historical cost
convention.

The preparation of financial statements in conformity with FRS 102 requires the use of certain critical
accounting estimates. It also requires the directors to exercise their judgement in the process of
applying the company’'s accounting policies. The areas involving a higher degree of judgement or
areas where assumptions and estimates have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year are disclosed in note 4.

{b) Going concern

The company meets its day-to-day working capital requirements through cash generated from
operations, its bank facilities and group facilities. The Company has performed an impact assessment
considering the expected impacts of the Covid-19 pandemic and the mitigating measures in place.
The company’s forecasts and projections, taking account of reasonably possible changes in trading
performance and a potential further outbreak of the virus, show that the company should be able to
operate within the level of its facilities. After making enquiries, the directors have a reasonable
expectation that the company has adequate resources to continue in operational existence for the
foreseeable future. The company therefore continues to adopt the going concern basis in preparing
its financial statements.

(c) Foreign currency translation

(i) Functional and presentation currency
The company'’s functional and presentation currency is Sterling, denominated by the symbol “£".

Unless otherwise stated, the financial statements have been presented in thousands ('000).
(i) Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions.

14



Smyths Toys NI Limited

NOTES TO THE FINANCIAL STATEMENTS - continued
3 Summary of significant accounting policies - continued
(c) Foreign currency translation - continued

(i) Transactions and balances - continued
At the end of each financial year foreign currency monetary items are translated to Sterling using
the closing rate. Non-monetary items measured at historical cost are translated using the
exchange rate at the date of the transaction and non-monetary items measured at fair value are
measured using the exchange rate when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the
translation at exchange rates at the end of the financial year of monetary assets and liabilities
denominated in foreign currencies are recognised in the profit and loss account.

All foreign exchange gains and losses are presented in the profit and loss account within
distribution costs.

(d) Revenue recognition

(i) Turnover
Turnover is the amount of revenue derived from the provision of goods and services falling within
the company’s ordinary activities after deduction of trade discounts and value-added tax. For
Smyths Toys NI Limited turnover comprises of revenue arising from the retail sale of goods.

Turnover is measured at the fair value of the consideration received or receivable and represents
the amount receivable for goods supplied, net of returns, discounts, offers and rebates allowed by
-the company and value added taxes. Offers include money-off coupons and offers such as "buy
one get one free".

The company recognises turnover when (a) the significant risks and rewards of ownership of the
goods have been transferred to the buyer; (b) the company retains no continuing managerial
involvement or effective control over the goods; (c) the amount of turnover and costs can be
measured reliably; (d) it is probable that future economic benefits will flow to the entity and (e)
when the specific criteria relating to the each of company’s sales channels have been met, as
described below.

Sale of goods — retail

The company operates retail shops for the sale of toys and related products. Sales of goods are
recognised on sale to the customer, which is considered the point of delivery. Retail sales are
usually by cash, credit card or debit card.

Revenues in respect of gift cards are deferred and recognised in the profit and loss account when
the cards are utilised by the customer.

Sales are made to retail customers with a right to return for exchange/refund within 28 days,
subject to certain conditions. The company uses past returns experience to assess the need to
provide for returns at the time of sale.

(e) Employee benefits

The company provides a range of benefits to employees, including annual bonus arrangements, paid
holiday arrangements and defined contribution pension plans.

(i) Short-term employee benefits
Short-term employee benefits, including holiday pay and other similar non-monetary benefits, are
recognised as an expense in the period in which the service is received. The company operates
an annual bonus plan for employees. An expense is recognised in the profit and loss account
when the company has a present legal or constructive obligation to make payments under the
plan as a result of past events and a reliable estimate of the obligation can be made.

15



Smyths Toys NI Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

3 Summary of significant accounting policies - continued

(e) Employee benefits - continued

(i)

Defined contribution pension plan

The company operates a defined contribution plan for its employees. A defined contribution plan
is a pension plan under which the company pays fixed contributions into a separate entity. Once
the contributions have been paid the company has no further payment obligations. The
contributions are recognised as an expense when they are due. Amounts not paid are shown in
accruals in the balance sheet.

(f) Taxation

Taxation expense for the financial year comprises current and deferred tax recognised in the financial
year. Tax is recognised in the profit and loss account, except to the extent that it relates to items
recognised in other comprehensive income or directly in equity. In this case the tax is also recognised
in other comprehensive income or directly in equity respectively.

Current or deferred taxation assets and liabilities are not discounted.

0

(i)

Current tax

Current tax is the amount of income tax payable in respect of the taxable profit for the financial
year or prior financial years. Tax is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the end of the financial year.

The directors periodically evaluate positions taken in tax returns with respect to situations in
which applicable tax regulation is subject to interpretation. The company establishes provisions
where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred tax

Deferred tax arises from timing differences that are differences between taxable profits and total
comprehensive income as stated in the financial statements. These timing differences arise from
the inclusion of income and expenses in tax assessments in financial years different from those in
which they are recognised in financial statements.

Deferred tax is recognised on all timing differences at the end of each financial year with certain
exceptions. Unrelieved tax losses and other deferred tax assets are recognised only when it is
probable that they will be recovered against the reversal of deferred tax liabilities or other future
taxable profits. .

Deferred tax is measured using tax rates and laws that have been enacted or substantively
enacted by the end of each financial year end and that are expected to apply to the reversal of
the timing difference.

(g) Intangible assets

(i)

(i)

Software
Computer software is stated at cost less accumulated amortisation and accumulated impairment
losses. Software is amortised over its estimated useful life, of five years, on a straight line basis.

Where factors, such as technological advancement or changes in market price, indicate that
residual value or useful life have changed, the residual value, useful life or amortisation rate are
amended prospectively to reflect the new circumstances.

Gooawill

Purchased goodwill is amortised through the profit and loss account over its estimated useful
economic life of 20 years.

Intangible assets are reviewed for impairment if factors and circumstances indicate that the
carrying amount may be impaired. '

16



Smyths Toys NI Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

3 Summary of significant accounting policies - continued

(h) Tangible fixed assets

(i)

Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment
losses. Cost includes the original purchase price and costs directly attributable to bringing the asset to
the location and condition necessary for its intended use.

(M

(i)

(iii)

(iv)

v)

Leasehold property improvements
Leasehold property improvements are carried at cost less accumulated depreciation and
accumulated impairment losses.

Fixtures, fittings and equipment
Fixtures, fittings and equipment are carried at cost Iess accumulated depreciation and

accumulated impairment losses.

Depreciation and residual values
Depreciation on assets is calculated, using the straight-line method over their estimated useful

lives at the following annual rates:

Leasehold property improvements 6.67%
Equipment 20%
Fixtures & Fittings 10%

The assets’ residual values and useful lives are reviewed, and adjusted, if appropriate, at the end
of each financial year. The effect of any change is accounted for prospectively.

Subsequent additions and major components

Subsequent costs, including major inspections, are included in the asset's carrying amount or
recognised as a separate asset, as appropriate, only when it is probable that economic benefits
associated with the item will flow to the company and the cost can be measured reliably.

The carrying amount of any replaced component is derecognised. Major components are treated
as separate assets where they have significantly different patterns of consumption of economic
benefits and are depreciated separately over their useful lives

Repairs, maintenance and minor inspection costs are expensed as incurred.

Derecognition

Tangible fixed assets are derecognised on disposal or when no future economic benefits are
expected. On disposal, the difference between the net disposal proceeds and the carrying
amount is recognised in profit or loss.

Leased assets

At inception the company assesses agreements that transfer the right to use assets. The assessment
considers whether the arrangement is, or contains, a lease based on the substance of the
arrangement.

(M

(i)

Operating leases

Leases that do not transfer all the risks and rewards of ownership to the lessee are classified as
operating leases. Payments under operating leases are charged to the profit and loss account on
a straight-line basis over the period of the lease.

Lease incentives

Incentives received to enter into an operating lease are credited to the profit and loss account, to
reduce the lease expense, on a straight-line basis over the period of the lease. -

17



Smyths Toys NI Limited

NOTES TO THE FINANCIAL STATEMENTS - continued
3 Summary of significant accounting policies - continued
(j) Cash and cash equivalents

Cash and cash equivalents includes cash in hand and deposits held at call with banks. Cash and
cash equivalents are initially measured at transaction price and subsequently measured at amortised
cost. ‘

(k) Impairment of non-financial assets

At the end of each financial year non-financial assets not carried at fair value are assessed to
determine whether there is an indication that the asset (or asset's cash-generating unit) may be
impaired. If there is such an indication the recoverable amount of the asset (or asset's cash-
generating unit) is estimated.

The recoverable amount of the asset (or cash-generating unit) is the higher of its fair value less costs
to sell and its value in use. Value in use is the present value of the future cash flows expected to be
derived from continuing use of the asset (or cash-generating unit) and from its ultimate disposal. In
measuring value in use pre-tax cash flows are discounted using a pre-tax discount rate that
represents the current risk-free market rate and the risks specific to the asset for which the future
cash flow estimates have not been adjusted.

If the recoverable amount of the asset (or cash-generating unit) is less than the carrying amount of
the asset (or cash-generating unit) the carrying amount is reduced to its recoverable amount. An
impairment loss is recognised in profit or loss, unless the asset has been revalued. If the asset has
been revalued the impairment loss is recognised in other comprehensive income to the extent of the
revaluation gains accumulated in equity in respect of that asset. Thereafter any excess is recognised
in profit or loss.

If an impairment loss reverses (the reasons for the impairment loss have ceased to apply), the
carrying amount of the asset (or asset's cash-generating unit) is increased to the revised estimate of
its recoverable amount, but only to the extent that the revised carrying amount does not exceed the
carrying amount that would have been determined (net of depreciation) had no impairment loss been
recognised in prior financial years. A reversal of an impairment loss is recognised in the profit and
loss account, unless the asset is carried at a revalued amount.

{I) Financial instruments

The company has chosen to apply the provisions of Sections 11 and 12 of FRS 102 to account for its
financial instruments.

(i) Financial assets
Basic financial assets, including cash and bank balances, amounts owed by group undertakings
and trade receivables are initially recognised at transaction price, unless the arrangement
constitutes a financing transaction, where the transaction is measured at the present value of the
future receipts discounted at a market rate of interest.

Such assets are subsequently carried at amortised cost using the effective interest method.

At the end of each financial year financial assets measured at amortised cost are assessed for
objective evidence of impairment. If an asset is impaired the impairment loss is the difference
between the carrying amount and the present value of the estimated cash flows discounted at the
asset's original effective interest rate. The impairment loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment
was recognised the impairment is reversed. The reversal is such that the current carrying amount
does not exceed what the carrying amount would have been had the impairment loss not
previously been recognised. The impairment reversal is recognised in profit or loss.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset
expire or are settled, or (b) substantially all the risks and rewards of ownership of the financial
asset are transferred to another party or (c) control of the financial asset has been transferred to
another party who has the practical ability to unilaterally sell the financial asset to an unrelated
third party without imposing additional restrictions.
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Smyths Toys NI Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

3 Summary of significant accounting policies - continued

(I) Financial instruments - continued

(i) Financial liabilities
Basic financial liabilities, including trade and other creditors and amounts owed to group
undertakings, are initially recognised at transaction price, unless the arrangement constitutes a
financing transaction, where the liability is measured at the present value of the future payments
discounted at a market rate of interest.

Trade and other creditors, amounts due to group undertakings and financial liabilities from
arrangements which constitute financing transactions are subsequently carried at amortised cost,
using the effective interest method. Trade creditors are obligations to pay for goods or services
that have been acquired in the ordinary course of business from suppliers. Trade creditors are
classified as due within one year if payment is due within one year or less. Financial liabilities are
derecognised when the liability is extinguished, that is when the contractual obligation is
discharged, cancelled or expires.

(iii) Offsetting :
Financial assets and liabilities are offset and the net amounts presented in the financia
statements when there is a legally enforceable right to set off the recognised amounts and there
is an intention to settle on a net basis or to realise the asset and settle the liability simultaneously.

{(m) Share capital

(n)

(o)

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
ordinary shares are shown in equity as a deduction, net of tax, from the proceeds.

Distributions to equity shareholders
Dividends and other distributions to company’s shareholders are recognised as a liability in the

financial statements in the financial year in which the dividends and other distributions are approved
by the company’s shareholders. These amounts are recognised in the statement of changes in equity.

Provisions and contingencies

Provisions are liabilities of uncertain timing or amount.

Provisions are recognised when the company has a present legal or constructive obligation as a result
of past events, it is probable that a transfer or economic benefits will be required to settle the
obligation and the amount of the obligation can be estimated reliably.

Provisions are measured at the present value of the best estimate of the amount required to settle the
obligation. Provisions are reviewed at the end of each financial year and adjusted to reflect the current
best estimate of the amount required to settle the obligation. Where there are a number of similar
obligations, the likelihood that an outflow will be required in settlement is determined by considering
the class of obligations as a whole.

In particular :

(i) Restructuring provisions are recognised when the company has a legal or constructive obligation
at the end of the financial year to carry out the restructuring.

(i) Provision is not made for future operating costs.
(i) Provision is made for dilapidations under the company's operating leases. The provision is

measured based on the company's best estimate of the amounts expected to be paid based on
the terms of the lease and the expected costs to be incurred at the end of the tenancy.
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Smyths Toys NI Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

3 Summary of significant accounting policies - continued

(o) Provisions and contingencies - continued

Contingent liabilities arising as a result of past events, are not recognised as a liability because it is
not probable that the company will be required to transfer economic benefits in settlement of the
obligation or the amount cannot be reliably measured at the end of the financial year. Possible but
uncertain obligations are not recognised as liabilities but are contingent liabilities. Contingent liabilities
are disclosed in the financial statements unless the probability of an outflow of resources is remote.

4 Critical accounting judgements and estimafion uncertainty

Estimates and judgements made in the process of preparing the entity financial statements are continually
evaluated and are based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

(@

(b)

Critical judgements in applying the entity’s accounting policies

The company has not used any critical judgements, apart from those involving estimates, in applying
the entity’s accounting policies. .

Critical accounting estimates and assumptions

The directors make estimates and assumptions concerning the future in the process of preparing the
entity financial statements. The resulting accounting estimates will, by definition, seldom equal the
related actual results. The estimates and assumptions that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial year are
addressed below.

(i) Useful economic lives of tangible fixed assets
The annual depreciation on tangible fixed assets is sensitive to changes in the estimated useful
economic lives and residual values of the assets. The useful economic lives and residual values
are reviewed annually. They are amended when necessary to reflect current estimates, based on
technological advancement, future investments, economic utilisation and the physical condition of
the assets. See note 10 for the carrying amount of the tangible fixed assets, and note 3(h)(iii) for
the useful economic lives for each class of tangible fixed assets.

5 Turnover

The total turnover of the company for the year has been derived from its principal activity, which is wholly
undertaken in Northern ireland.
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Smyths Toys NI Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

6 Operating profit and profit before taxation

30 December

30 December

2019 2018
The following operating expenses have been charged: £'000 £'000
Staff costs: .
Wages and salaries 2,847 2,736
Social security costs 193 166
Other pension costs (note 19) 53 33

3,093 2,935
Amortisation of intangible assets (note 9) 243 245
Depreciation of tangible assets (note 10) : 428 551
Operating lease charges 1,615 1,614

Services provided by the company's auditors
Fees payable for the audit 10 10
Fees payable for other services - taxation - -

7 Employees and directors

Employees ‘
The average monthly number of persons (including executive directors) employed by the company during
the year, by activity was:

30 December 30 December

2019 2018

Number Number

Selling and distribution 192 191
Directors 30 December 30 December
2019 2018

The directors’ emoluments were as follows: £'000 £'000

Aggregate emoluments - -

Highest paid director
The highest paid directors’ emoluments were as follows:

Total amount of emoluments - -

The emoluments of the directors for 2018 and 2019 were paid by the company's holding company,
Smyths Toys HQ Unlimited Company, which makes no recharge to Smyths Toys NI Limited.

Key management compensation

The key management of the company are the directors and, as outlined above, the emoluments for the
directors for 2018 and 2019 were paid by Smyths Toys HQ Unlimited Company.
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Smyths Toys NI Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

8 Tax on profit 30 December 30 December

) 2019 2018

(a) Tax expense included in profit or loss £'000 £'000
Current tax

UK corporation tax on profit for the year 269 269

Adjustment in respect of prior year - -

Total current tax 269 269

(b)

(c)

Deferred tax
Origination and reversal of timing differences (13) 32
Impact of change in tax rate -

Total deferred tax charge for the year (note 13) (13) 32
Tax on profit 256 301

Reconciliation of tax charge

Tax expense for the year is higher (2018: higher) than the standard rate of corporation tax in the UK
for the year ended 30 December 2019 of 19% (2018: 19%). The differences are explained below:

30 December 30 December

2019 2018
£000 £'000
Profit before tax 904 1,144
Profit multiplied by the standard rate of tax in UK of 19% (2018: 19%) 171 217
Effects of:
Expenses not deductible for tax purposes 85 84
Tax charge for the year 256 301

Tax rate changes

The UK tax rate decreased from 20% to 19% from 1 April 2017. Further changes to the UK
corporation tax rates were substantively enacted as part of the Finance Bill 2016. These included
reductions to the main rate to 17% from 1 April 2020. Deferred taxes at the balance sheet date have
been measured using the enacted tax rate (19%) and reflected in these financial statements. It was
announced in the 2020 Spring Budget that the previously enacted decrease in the corporate tax rate
from 19% to 17% from 1 April 2020 would no longer happen and that the rate would remain at 19% for
the foreseeable future and the new law reflecting this was substantively enacted on 17 March 2020.
This does not have a significant impact on the calculation of the deferred taxes.
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Smyths Toys NI Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

10

Intangible assets

At 30 December 2018
Cost
Accumulated amortisation and impairment

Net book amount

Year ended 30 December 2019
Opening net book amount
Amortisation

Closing net book amount

At 30 December 2019
Cost
Accumulated amortisation and impairment

Net book amount

Software Goodwill Total

£000 £'000 £'000

50 4,698 4748
(41) (2,760) (2,801)

9 1,938 1,947

9 1,938 1,947
(8) (235) (243)

1 1,703 1,704

50 4,698 4,748
(49) (2,995) (3,044)

1 1,703 1,704

The goodwill arose on the transfer in 2007 of the trade and net assets of the Northern Ireland Branch of
Smyths Toys Unlimited Company to Smyths Toys NI Limited. The useful economic life of this goodwill is
estimated to be 20 years, of which there are 7 years remaining at the balance sheet date.

The software intangible assets include the company's till operating system, stock management, click and

collect system and systems which are used in the retail stores

Tangible assets

At 30 December 2018
Cost
Accumulated depreciation and impairment

Net book amount

Year ended 30 December 2019
Opening net book amount
Additions

Depreciation

Closing net book amount

At 30 December 2019
Cost
Accumulated depreciation and impairment

Net book amount

Leasehold Fixtures, Total
property fittings and
improvements equipment
£'000 £'000 £'000
4,920 1,558 6,478
(3,400) (1,107) (4,507)
1,520 451 1,971
1,520 451 1,971
18 121 139
(303) (125) (428)
1,235 447 1,682
4,938 1,679 6,617
(3,703) (1,232) (4,935)
1,235 447 1,682
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Smyths Toys NI Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

1"

12

13

Debtors 30 December 30 December
2019 2018
£000 £000

Amounts owed by group undertakings 5,026 7,626

Prepayments and accrued income 381 422
5,407 7,948

Amounts owed by group undertakings are unsecured, interest free, have no fixed date of repayment and
are repayable on demand.

Creditors - amounts falling due within one year ‘ 30 December 30 December
2019 2018
£000 £'000

Corporation tax 93 130

Value added tax 81 242

Other taxes and social security 81 79

Amounts owed to group undertakings 5414 6,816

Accruals and deferred income 1,246 1,237
6,915 8,504

Amounts owed to group undertakings are unsecured, interest free, have no fixed date of repayment and
are repayable on demand.

Provisions for liabilities » Dilapidation  Deferred tax Total
£000 £000 £'000

At 31 December 2018 147 178 325

Additions to assets - <

Movement dealt with in profit or loss - (13) (13)

At 30 December 2019 147 165 312

The dilapidation provision represents the estimated cost of returning the company's leasehold properties
in a specified condition at the end of the lease term. The provision is measured based on the terms of the
individual leases and the company's estimate of the amounts which will be required to be paid at the end
of the tenancy. The timing of the outflows will match the ending of the relevant leases which ranges from 1
to 7 years.

The provision for deferred tax consists of the following deferred tax 30 December 30 December
liabilities: 2019 2018
£000 £000

Accelerated capital allowances 165 178
165 178

There are no unused tax losses or unused tax credits.
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Smyths Toys NI Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

14

15

16

Called up share capital and reserves

Authorised
1,000,000 (2018: 1,000,000) ordinary shares of £1 each

Allotted, called up and fully paid
100 (2018: 100) ordinary shares of £1 each

30 December

30 December

2019 2018

£ £
1,000,000 1,000,000
£ £

100 100

There is a single class of ordinary shares. There are no restrictions on the distribution of dividends and

repayment of capital.
A description of each reserve within equity is outlined below:

Retained earnings

Retained earnings represents accumulated comprehensive income for the year and prior years, less

dividends paid.

Notes to the cash flow statement

Profit for the financial year
Tax on profit

Operating profit

Amortisation of intangible assets
Depreciation of tangible assets
Working capital movements:

- (increase) in debtors

- increase in creditors

Cash flow from operating activities

Financial instruments

The company has the following financial instruments:

Financial assets at fair value through profit or loss

Financial assets that are debt instruments measured at amortised cost:
- amounts owed by group undertakings (note 11)

Cash at bank and in hand

Financial liabilities measured at fair value through profit or loss

Financial liabilities that are debt instruments measured at amortised cost:

- amounts owed to group undertakings (note 12)

30 December

30 December

2019 2018
£000 £'000
648 843
256 301
904 1,144
243 245
428 551

41 (1,418)
(1,553) 71
63 593

30 December

30 December

2018 2018
£000 £'000
5,026 7,526

539 920
5414 6,816
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NOTES TO THE FINANCIAL STATEMENTS - continued

17

18

19

20

21

Capital and other commitments

The company had no capitél commitments at either balance sheet date.

Operating leases

At 30 December 2019 the company had the following future minimum lease payments under non-

cancellable operating leases: -
30 December 30 December

2019 2018
£000 £'000
Payments due:
Not later than one year 1,488 1,524
Later than one year and not later than five years . 2,711 3,199
Later than five years 1,124 740
5,323 5,463

The company had no other off balance sheet arrangements.

Guarantees

The company is a participant in group banking facilities under which it has given a cross guarantee and
indemnity in respect of all sums owing to the bank by its holding company and the other group guarantors
under the facilities. The group banking facilities are also secured by a charge over the assets of Smyths
Toys NI Limited. In addition the shares in Smyths Toys NI Limited have been charged in favour of the
bank.

Pension costs

The company operates a defined contribution pension scheme for employees. The charge for the year
was £52k (2018: £33k) of which £3k (2018: £1k) was outstanding at the balance sheet date.

Related party transactions

The company has availed of the exemption from the disclosure of transactions with other companies that
are wholly owned within the Smyths Toys Holding Unlimited Company group.

Controlling parties

The immediate holding company of Smyths Toys NI Limited is Smyths Toys HQ Unlimited Company, a
company incorporated in the Republic of Ireland. The ultimate holding company and controlling party is
Smyths Toys Holding Unlimited Company, a company incorporated in the Republic of Ireland. The
holding companies of the smallest and largest groups of undertakings, of which the company is a member
and in whose consolidated financial statements it is included, are Smyths Toys HQ Unlimited Company
and Smyths Toys Holding Unlimited Company respectively.
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A

NOTES TO THE FINANCIAL STATEMENTS - continued

22 Events after the end of the reporting year

The Company is exposed to the impact of the recent outbreak of the Covid-19 virus pandemic across the
globe. This crisis is unprecedented at a global level. Up to March 2020, the company had been performing
strongly. However, the implementation of public health measures, including the requirement for social
distancing and the temporary closure of all non-essential workplaces, had resulted in the company
operating at a reduced capacity within Northern Ireland up to June 2020. All stores have now reopened.
The Company is continuing to actively monitor the situation in order to take the necessary steps to
mitigate the impact of the pandemic on operations and have established a set of contingency actions in
anticipation of wider outbreaks of the virus.

While the future impact of Covid-19 is uncertain, management are aware that the key risks to the business
could be further temporary store closures, reduced staff availability due to sick leave, self-isolation or
quarantine situations arising and disruption to supply chains amongst other potential negative impacts to
the business. Using currently available information, the company has prepared forecasts under various
scenarios and in evaluating the cash flow needs for the 12-month period from the approval of these
financial statements. Based on these forecasts and a range of different scenarios, the directors are
satisfied that with the current level of reserves, utilising available government supports and tight cost
control measures for the duration of the pandemic the company can sustain its operations in the current
volatile environment.
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