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Strategic report

Principal activities

- The group is ormcipally engaged in the manﬁfacture and sale of cashmere and woollen goods.
Business model ‘ ‘ -

The business adds value through its vertically integrated business modél. The entire process from designing products and
sourcing raw fibre through the production steps of dying, yarn manufacture, weaving, knitting, finishing, embroidery and labelling
- can all be conducted at our Scottish based sites. This allows control of quality throughout the process and retains the value added
in each step in the business.

Manufacturing facilities are in ‘Elgin in the Scottish Highlands (Wovens) and in Hawick in the Borders (Knitted), producing
across broad categories of accessories (scarves, gloves, hats, socks), garments and cloth for clothing and home interiors.

The company sells to internationally recogfiisable luxury brands with their label and to department stores, boutiques and
consumers with our own “Johnstons of Elgin” brand. There are five retail sites in the UK, one at each of our manufacturing sites,
a shop in St Andrews and flagship stores on New Bond Street in London and Multrees Walk in Edinburgh. The retail business
also operates through e-commerce and mail order. A sales company in Germany (Johnstons Gmbh) is a wholly owned subsidiary.
The company also wholly owns a subsidiary resident in the Republic of Ireland (Johnstons of Elgin Retail (Ireland) Limited)
which enables the operation of a retail store in Kildare. -

Directors’ obligations under Section 172 of the Companies Act 2006

A dlrcctor of a company must act in the way they consider, 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 llkely consequences of any decisions in the long term
The Directors continue to take a long term view on investment and take a custodial approach to the business, aiming to pass it on
to future generations in keepmg with its heritage. In 2022 the company embarked on a project to create our ‘Makers Croft,, a
£1.5m capex investment in a new sewing facility in Elgin which will come into operation in the first half of 2023.

b)' The interests of the company’s employees
- Having a skilled and motivated workforce is a key part of Johnstons future success.

Johnstons is accredited by the Living Wage Foundation,' Investors in Young People and is a Scottish Qualifications Authority
(SQA) approved centre, allowing the company to deliver_ modern apprenticeship qualifications to our staff.

- The Pension Scheme remains a significant stakeholder in the company. Following the latest triennial valuation as at April 2022,
the scheme is no longer in deficit and therefore the company was not required to pay contributions in 2022. The directors
. continue to work closely with the trustees to manage the risks of the scheme.

. ¢)  The need to foster the company’s business relationships with suppliers, customers and others
The company was approved as a B-Corporation in May 2023 reflecting its commitment to positively impacting people and the
planet. The Articles of Association have been updated during the year and outline the objectives to promote the success of the
company for the benefit of its members as a whole and, through its business and operanons to have a material positive impact on
society and the environment.

A large part of the business remains private label manufacture for the world’s most exclusive brands. Providing excellent service,

. quality and design innovation is key to maintaining these relationships. The directors review service' KPIs and our I1SO Quality

Management System supports on-going control of quality. Offices in Paris, London, Dusseldorf and Tokyo allow us to remain
very close to our wholesale customers and to react to their needs. .

~ Building a relationship with our direct consumers is also important as we grow the brand and we ensure that our retail staff are
trained to a high standard and that our communications through traditional and social media are in line with our brand proposition.



Strategic report (continued)

.As a vertically integrated company we have close supply relationships with our cashmere and wool fibres sources and our
yarn suppliers. Our key operational partners are audited by us to ensure their compliance to our responsible business
standard. :

d) ~ The impact of the company’s operation on the community and the environment

- Community is important to Johnstons as our mills operate in semi-rural locations where we are a signiﬁéant employer. We
work closely with local schools to develop the future workforce, our employees generate significant contributions to our
annually nominated charities and we participate in local and national business groups.

Johnstons is committed to limiting its impact on the environment. We continue to be a contributor to the Zero Discharge of
. Hazardous Chemicals (ZDHC) programme, which aims to eliminate harmful chemicals from the textile supply chain. Asa
vertically integrated manufacturer with UK operations we are well placed to control our footprint and we are accredited

. with the ISO 14001 Environmental Management Standard. ' : '

Johnstons was a founder member of the Sustainable Flbre Alliance (SFA) and continues to work to encourage the adoption

of responsible production practices that minimise environmental impact, safeguard herder livelihoods and meet high animal

welfare standards in the cashmere supply chain. In 2021 Johnstons agreed to a target of 100% 0of its cashmere fibre

procurement coming from SFA sources by 2025. Our'wool fibre is now sourced solely from RWS (Responsible Wool

" Standard) accredited farms. Where we buy yarn-from other vendors we are working with them to move towards these
standards. :

Renewable electricity is purchased and projects are under evaluéltion to further reduce our use of natural gas.

e) The desirability of the company to maintain a reputation for high standards of business conduct

The company culture is based on the values of Trust, Community, Innovation and Craftsmanship. Reputation is important to
“us and the board and family owners are directly involved in considering how we consistently instil our values in our teams.

f) " The need to act fairly as between members of the company
Johnstons is a family company with a small shareholder group that are very close to the management of the company.

Business review and resu'lts

The profit before tax was £3.3m compared with a profit before tax of £3.9m in 2021.

Sales in 2022 were 26% higher than the priof year and 8% ahead of 2019 due to continued strong demand from key private.
label customers as well as development in our own brand. The post-Covid recovery of our retail business has not been as
strong as hoped, although the predicted return of international tourism will benefit our retail stores in 2023.

The ramp up in demand has-presented some challenges in the efficiency of our operations ds we have rapidly recruited to
levels beyond the pre-Covid headcount and are developing skills within this growing workforce. This has impacted our

margins which were slightly bglow last year at 26.9% against 28.5%.

" The profit for the year was also impacted by cost inflation although we will seek to recover much of these cost increases 4
through price rises to customers next year.. :

Monitoring of p‘erforman.c_e

Budgets are set at the béginning of the financial year and reviewed by the board quarterly against figures achieved.



~Strategic report (continued)

. Key Performance Indicators ] : . .
2022 2021 Measure

Stock days , : 3292 . 3076 Stock/Cost of sales *365 -

Debtor days : . 323 32.8 Average trade debtors/Sales *365

Creditor days 26.4 27.8 Average trade creditors/Cost of sales *365
Gross margin 26.9% 28.5% Gross profit/Turnover /
Operating margin . 4.4% T 6.1%. Operating proﬁt/T urnover '

Return on capital employed 5.9% 73% Profit before tax/Net assets less deferred tax
Principal risks and uncertainties

The main commercial risks and uncertainties remain around raw material prices and supply, currency variations on both sales
and purchases and demand profiles from customers. The risk attached to raw material prices is managed by maintaining close
contact with the market and suppliers at source and holding significant forward inventory of both fibre and yarn. We also seek -
to work closely with our major custorners to collaboratively plan demand and reduce fluctuations where possible.

Close attention is paid to the stock position in the market and those held within the group’s possession. Our currency position
is hedged by conservative forward contracts in the major currencies with which we conduct our business.

' Funding and going concern

Aﬁer making enquiries, the directors have a reasonable expectation that the company and the group have adequate resources to
continue in operational existence for the foreseeable future. Available financial resources include the company’s Coronavirus
Large Business Interruption Loan (£10m), which is repayable in September 2023. Further details in respect of going concern
are disclosed in note 1 to the financial statements.



. Strategic report (continued)

Energy and Carbon reporting

The usage of energy and related emissions of CO2e of the Group and Company are as follows:

Source

‘Energy Usag_e:

Electricity.

Electricity Certified Renewable.
Natural Gas

Business Transport (own vehicles and
rentals)

~ Emissions:

Electricity not Certified Renewable
Electricity Certified Renewable
Natural Gas

Business Transport (own vehicles and
rentals)

Total tCOe-

Intensity Ratio

.Unit

kWh
kWh
kWh
Litres

- tCO2e
- tCO2e
tCO2e

tCO2e -
tCO2e

tCO2e/£m Turnover

2022

94,177
6,248,876
20,082,898

8,008

Market based
25.6
Nil

- 3,665.90
20.5

3,712.00

444

2021

254,294
5,550,292
16,420,173

11,879

Location based
-25.6
1,208.40
3,665.90

20.5
4,920.40

589

The electricity supplied to power our mills is certified by our supplier and supported by Renewable Energy Guarantees of
_Origin. As our retail contracts come up for renewal it is also our intention to move to green energy for those sxtes

-

Future developments

Our strategy of growth with our major luxury branded customers and through our own brand in wholesale, retail and online

remains consistent.

" The outlook for 2023 is positive and we expect further growth in revenue due to a strong order book with private label
partners as well as increased investment in our own brand. We are looking at opportunities to increase production capacity
to meet this increased demand. Whilst inflationary pressures on raw materials, labour and energy costs are expected to

continue the impact is being mitigated through price increases as well as driving efficiency in our operations.

Signed on behalf of the board ‘

JM Wallace
Director

Newmill -
Elgin
Morayshire
IV30 4AF

22 June 2023



Directors’ report

Dividends
Dividends paid during the year total £506,805 (2021: £506 805) .

No further divldend payment has been approved by the board at the date of approving the financial statements.

Directors )
The directors who held office during the year and up to the date of this report are as follows:

IGM Urquhart

DA Harrison

NE Urquhart

NAC Bannerman

CIM Gaffney

JM Urquhart

MS Wikstrom

M Wallace (appointed 21 September 2022)

The company provided' qualifying third party indemnity provisions to the directors of the company during the financial year and ‘
at the date of this report . ’

Engagement with Employees, Supphers, Customers and Others
Relationships with stakeholders are of strategic 1mportan<:e to the company and these matters are therefore dealt with in the
strategic report (under section 172 obligations).

Disclosure of Energy Consumptlon and Emissions .
Sustamablllty is of strategic importance to our company and these matters are therefore dealt with in the strateglc report

Financial instruments . )
The Group’s financial instruments comprise cash, working capital balances and derivative forward currency contracts. Further
details are presented in note 17 of the financial statements. ' :

‘Dlsclosure of information to audltor

The directors who held office at the date of approval of this directors’ report conﬁrm that, so far as they are each aware, there is
no relevant audit information of ‘which the company’s auditor is unaware; and each director has taken all the steps that he/she
ought to have taken as a director to make himself/herself aware of any relevant audit information and to establish that the
company’ s auditor is aware of that mformamon :

Auditor

In accordance with good governance, the Board expects to review the appointment of its external auditor during 2023. Asa
change in appointment is expected, a vote will be undertaken by members in general méeting to appoint the external auditor.

JM Wallace
Director
E Newmill
Elgin
Morayshire
IV30 4AF

22 June 2023



Statement of directors’ responsibilities in respect of the annual report and the financnal
statements '

The directors are responsible for preparing the- Annual Report and me group and parent company fmancxal statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law they have elected to
prepare ‘the group and parent company financial statements in accordance with UK accounting standards and applicable law
" (UK Generally Accepted Accounting Practice), including FRS 102 The Fma.nc1al Reporting Standard applicable in the UK and
Republic of Ireland.

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 parent company and of the group's profit or loss for that period. In preparmg
each of the group and parent company:-financial statements the directors are required to: .

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

e  state wheéther applicable UK accounting standards have been followed, subject to any ‘material depaxtures
disclosed and explained in the financial statements;

e assess the group and parent company’s ability to continue as a going concern, dlsclosmg, as. apphcable
matters related to going concem; and .

* use the going concern basis of accountmg unless they either.intend to- llquxdate the group or the parent
company or to cease operatlons or have no realistic alternative but to do so.

. The directors are responsible for keeping.adequate accounting records that axe‘sufﬁcient to show and explain the parent
company’s transactions and disclose with reasonable accuracy at any time the financial position of the parent company and
enable them to ensure that its financial statements comply with the Companies .Act 2006." They are 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 ffaud or érror, and have general responsibility for taking such steps as are reasonably open.to
them to safeguard the assets of the group and to prevent and detect fraud and other irregularities. ’



Independent auditor’s report to the members of James Johnston & Co. of Elgin Limited

Opinion

We have audited the financial statements of James Johnston & Co. of Elgin Limited (“the company”) for the year ended 31

December 2022 which comprise the consolidated profit and loss account, consolidated balance sheet, company balance

sheet, consolidated statement of changes in equity, company statement of .changes in equity, consolidated cash flow
_ statement and related notes, including the accounting policies in note 1. ‘

In our opinjon the financial statements:

e  give a true and fair view of the state of the group’s and of the parent company’s affairs as at 31
December 2022 and of the group’s profit for the year then ended;

e have been properly prepared in accordance with UK accounting standards, including FRS 102 The
Financial Reporting Standard applicable in the UK and Republic of Ireland; and

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

Basis for oprnion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law,. "

- Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are independent of the .

- group in accordance with, UK ethical requirements including the FRC Ethical Standard. We believe that the audit evidence
we have obtained is a sufficient and appropriate basis for our opinion. . .

Going concern :

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate the group
or the company or to cease their operations, and as they have concluded that the group and the company’s financial position
means that this is realistic. They have also concluded that there are no material uncertainties that could have cast significant
doubt over their ability to continue as a going concern for at least a year from the date of approval of the ﬁnancxal

statements (“the going concern period”).
In our evaluation of the directors’ conclusions, we considered the inherent rlsks to the group s business model and analysed

how those risks might affect the group and company’s ﬁnancral resources or ability to contlnue operations over the gomg
concem perlod

" Our conclusions based on this work: :

e we consider that the directors’ use of the going concern basis of accounting in the preparauon of the
financial statements is appropriate; .

e we have not identified, and concur with the directors’ assessment that there is not, a. matenal uncertamty
related to events or conditions that, individually or collectively, may cast significant doubt on the group
or the company's ability to continue as a gomg concern for the going concern perlod :

However, as we cannot predict all fufure events or conditions and as subsequent events may result in outcomes that are
inconsistent with Judgements that were reasonable at the time they were made, the above conclusrons are not a guarantee
that the group or the company will continue in operation.

Fraud and breaches of laws and regulations — ability to detect
Identifying and responding to risks of material misstatement due to fraud

To identify risks of material misstatement due to fraud (“fraud risks”) we assessed events or conditions that could indicate
an incentive or pressure to comrmt fraud or provide an opportumty to commit fraud. Our risk assessment procedures
included:

o Enquiring of directors as to the group’s high-level policies and procedures to prevent a.nd' detect fraud,
as well as whether they have knowledge of any actual, suspected or alleged fraud.

. Readlng Board minutes.
e Using analytlcal procedures to 1dent1fy any unusual or unexpected relatronshlps



Independent audltor s report to. the members of James Johnston & Co. of Elgm
lelted (continued) '

We communicated 1dent1ﬁed fraud risks throughout the audit team and’ remamed alert to any indications of fraud
' throughout the audit. -

As required by auditing standards, we perform procedures to address the risk of management override of controls, in
particular the risk that group management may be in a position to make inappropriate ‘accounting entries. On this audit
we do not believe there is a fraud risk due to revenue recognition because of the simple nature and low estimation in
calculating revenue and allocating it to the correct period. We did not identify any additional fraud risks.

We performed procédures induding:

. Identifyihg journal entries and other adjustments to test based on risk criteria and comparing the identified
entries to supporting documentation. These included unbalanced journals; those posted to unusual )
accounts; and journals containing key words which may indicate high risk.

Identifying and responding to risks of material misstatement due to non-compliance with laws and regulations

We identified areas of laws and regulations that could reasonably be expected to have a material effect on the financial
statements from our general commercial and sector experience (as required by auditing standards), and discussed with
the directors and other management the policies and procedures regarding compliance with laws and regulations.

We communicated identified laws and regulations throughout our team and remamed alert to any indications of non-
comphance throughout the audit.

The potential effect of these laws and regulations on the financial statements varies considerably.

Firstly, the group is subject to laws and regulations that directly affect the financial statements including financial
reporting legislation (including related companies legislation), distributable profits legislation and taxation legislation
and we assessed the extent of compliance with these laws and regulations as part of our procedures on the related
financial statement items.

Secondly, the group is subject to many other laws and regulations where the consequences of non-compliance could
have a material effect on amounts or disclosures in the financial statements, for instance through the imposition of fines
or litigation. We identified the following areas as those most likely to have such an effect: health and safety, anti-
bribery and employment law, récognising the nature of the group’s activities. Auditing standards limit the required audit
procedures to identify non-compliance with these laws and regulations to enquiry of the directors and inspection of
regulatory and legal correspondence, if any. Therefore if a breach of operational regulations is not disclosed to us or
evident from relevant correspondence, an audit will not detect that breach. ' '

Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected some material
misstatements in the financial statements, even though we have properly planned and performed our audit in accordance
with auditing standards. For example, the further removed non-compliance with laws and regulations is from the events-
and transactions reflected in the financial statements, the less likely the inherently limited procedures requnred by
auditing standards would identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may involve, collusion,
forgery, intentional omissions, rrusrepresentatlons or the override of internal controls. Our audit procedures are
designed to detect material misstatement. We are not responsxble for preventmg non~-compliance or fraud and cannot be
expected to detect non-compliance with all laws and regulations.



Independent auditor’s report to the members of James Johnston & Co. of Elgin Limited
(continued)

Strategic repdrt and directors’ report’

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial statements does
not cover those reports and we do not express an audit opinion thereon. :
Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether, based on our
financial statements audit work, the information therein is materially misstated or inconsistent with the financial statements or
.our audit knowledge. Based solely on that work: Co

e we have not identified material misstatements in the strategic report and the directors’ report;

e in our opinion the information given in those reports for the financial year is consistent with the financial statements; and

e in our opinion those reports have been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception
Under the Companies Act 2006, we are required to report to you if, in our opinion:

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

e the parent company financial statements are not in agreement with the accounting records and returns; or

e certain disclosures of directors’ remuneration specified by law are not made; or .

e we have not received all the information and éxplanations we require for.our audit.

We have nothing to report in these respects. -

Directors’ responsibilities

As explained more fully in their statement set out on page 7, the directors are responsible for: the preparation of the financial
statements and for being satisfied that they give a true and fair view; such internal control as they determine. is necessary to
enable the preparation of financial statements that are free trom material misstatement, whether due to fraud or error;

" assessing the group and parent company’s ability to continue as a going concern, disclosing, as applicable, matters related to
going ‘concern;.and using the going concern basis of accounting unless they either intend to liquidate the group or the parent
company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

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 our opinion in an auditor’s report. Reasonable assurance is a high
level of assurance, but does not 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
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of the financial -
.statements.

A fuller description of our responsibilities is provided on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities.

10



Independent audltor s report to the members of James Johnston & Co. of Elgln '

lelted (continued)

The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the company’s -members, as a body, in accordance with Chapter 3 of Part 16 of the

Companies' Act 2006. Our audit work has been undertaken so that we might state to the company’s members those’

matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the company and the company’s members, asa
body, for our. audit work, for thls report, or for the opmlons we have formed :

Paula Holland (Senior Statutory Auditor)

for and on behaif of KPMG LLP, Statutory Auditor -
Chartered Accountants

1 Marischal Square ‘

" Broad Street’

Aberdeen

ABI10 IDD

22 June 2023

11



Consolidated. profit and loss account
* for the year ended 31 December 2022
Turnover
Cost of sales
- Gross profit
Distribution costs
. Administrative expenses
Other operating income
Operating profit ‘
Interest receivable and similar income
Interest payable and similar expenses
Profit before taxation

Tax on profit

Profit for the financial year

All of the turnover and operating profit'above rélates to continuing operations.

Consolidated statement of comprehensive income -

for the.year ended 31 December 2022

' Profit for the financial year

Note

Actuarial (losses)/gains recognised in the pension scheme (note 19)

Deferred and current tax arising on gains in the pension scheme (note 9)

Exchange differences on retransiation
Net change in fair value of cash flow hedges (note 17)
Deferred tax arising on cash flow hedges (note 9)

Other comprehensive (ex;}ense)/income :

Total comprehensive income for the financial year

2022 2021
£000 £000
83,538 66,366

(61,079)  (47,424)
22,459 18,942
8936)  (7.571)

(10205)  (8.216)

373 © 867
3,691 4,022
o 0

(423) (75)
3,268 3,889

@70 (1,121

2,398 2,768

2022 2021

£000 £000

2,398 2,768

- (1425)

2 356
) ()]
(10) 162
- " (34)
(12) (943)
2386 1,825

12



Consolidated balance sheet
At 31 December 2022

Fixed assets
Tangible assets

Current assets )
Stocks

Debtors

Cash at bank and in hand

Creditors: amounts falling due within one year
- Net current assets

Total assets less current liabilities

Creditors: amounts falling due after more than onevyear
- Provision for deferred tax liability

Defined benefit scheme with net Iiabiities

Net assets

Capital and reserves

Called up share capital

Share premium account

Profit and loss account

Cash flow hedging reserve

Capital redemption reserve

Shareholders’ funds

Note

11

13
14

15

16

20
21

21

21 .

©o2021

2022
T £000 £000
10,806 11,029
10,806 11,029
55,086 39,961

8,956 7,745 -
2,578 15,164
66,620 62,870
(20641) . (9,493)
" 45,979 53,377
56,785 64,406
- (10,000)
(1,342) (842)
55,443 53,564
780 780
113 113
54,190 52,301
40 50
320 o320
55,443 " 53,564

These financial statements were approved by the board of directors on 22 June 2023 and were sigried on its

behalf by:

CJM Gaffney
Director



Company balance sheet
At 31 December 2022

Fixed assets
Tangible assets
- Investments

Current assets -

Stocks

Debtors

Cash at bank and in hand

Creditors: amounts falling'due within one year
Net current assets

Total assets less current liabilities
Creditors: amounts falling due after more than one year

Provision for deferred tax liability
Defined benefit scheme with m;.t liabiities
Net assets

Capital and reserves
Calléd up share capital
Share premium.account -
Profit and loss account

- Cash flow hedging reserve
Capital redemption reserve

Shareholders’ funds

Note

11
12

13

14

15

16

19

20
21

21

2

2022 2021
£000 £000
10,299 10,465
10,299 10,465
54,834 39,748
10,480 8,084
2,235 14,838
67,549 63,570
(20,754) - -(9,709)
46,795 53,861
57,094 64326
- (10,000

- . N

(1,342) (842)
55,752 53,484
780 . 780
113 13
54,499 52,221
40 50
320 320

55,752 53484

These fimancial statements were approved by the board of directors on 22 june 2023 and were signed on its

behalf by:

N
l'\r‘-‘:,:

CIM G}ﬁ’nh :
Director



Consolidated statement of changes m equity

for the year ended 31 December 2022

At 1 January 2021

Profit for the financial year

Actuarial losses recognised in the pension scheme
Deferred and current tax arising on gains in the
pension scheme o

Exchange differences on retranslation

Net change in fair value of cash flow hedges
Deferred tax arising on cash flow hedges
Transactions with owners recorded directly in
equity :

Dividends paid

At 31 December 2021

Profit for the financial year
Actuanal losses recognised in the pension scheme

- Deferred and current tax arising on losses in the
pension scheme

Exchange differences on retranslation

Net change in fair value of cash flow hedges
Deferred tax arising on cash flow hedges
Transactions with owners recoré'ed directly in
equity

Dividends paid

At 31 December 2022

Called up Share  Profit and thdﬂ,o v d Captlit:: Total equi
share capital . premium loss account edging - recemptio . quity
. ) reserve reserve
£000 £000 £000 £000 £000 £000
780 113 51,111 78)° - 320 52,246
- - 2,768 - - 2,768
- - (1,425) - - (1,425)
- - 356 - - 356
- - @ - - @
- - - 162 - 162
- - - G4 - (34)
- - (507) - - (507)
780 113 52,301 50 320 53,564
- - 2,398 - - 2,398
= - - 2 - - 2
- - @ - “)
- - - (10 - (10)
- - (507) - - (507)
780 113 40 -

54,190

320

55,443

15



| Company statement of changes in equity

- for the year ended 31 December 2022

At1January 2021

Profit for the financial year

Actuarial lossess recognised in the pension -

scheme . :
Deferred and current tax arising on gains in
the pension scheme :

- Net change in fair value of cash flow hedges

Deferred tax arising on cash flow hedges

Transactions with owners recorded directly
in equity
Dividends paid

At 31 December 2021

Profit for the financial year

Actuarial losses recognised in the pension
scheme

Deferred and current tax arising on losses. in
the pension scheme

Net change in fair value of cash flow hedges
Deferred tax arising on cash flow hedges
' Transactions with owners recorded directly

in equity
Dividends paid

At 31 December 2022 -

Cash flow

’ ) Capital
Called'up Sh.are Profit and " hedging redemption Total equity
share capital premium loss account )
. . reserve reserve _
£000 £000 £0060 £000 £000 . £000-
780 113 51,012 : '(78)' ’ 320 52,147
- - 2,785 - - 2,785
- - (1,425) - - (1,425)
- - 356 - - 356
- - - 162 - 162
- - - 34) - G4
- - (507) - - (507)
780 113 52,221 50 320 53,484
. - 2,783 - - 2,783
- - 2 - - 2
- - - ~(10) - (10
- - (507) - - (507)
780 113 54,499 40 320

55,752 -




Consblidated cash flow statement -
for the year ended 31 December 2022

Cash flows from operating activities
Profit/(loss) for the year
Adjustments for:
Depreciation charge
Interest receivable and similar income
Interest payable and similar expenses
Taxation '
Research and development tax credit
Pension scheme contributions
Increase in stock
Increase in debtors

Increase in creditors
Cash generated (used in)/generated from operations
Taxation (paid)/refunded
Net cash (used in)/generated from operating activities
Cash flows from investing activities '
Interest received
" Proceeds on disposal of fixed assets
Purchase of fixed assets
Net cash.used in invésting activities
Cash flows from financing activities
Proceeds from new loan
Dividends paid
Interest paid
Net cash (used in)/generated from financing activities

Net (decrease)/increase in cash and cash equivalents

Effect of exchange rate fluctuations on cash held

Cash and cash equivalents at the beginning of the year '

Cash and cash equivalents at the end of the year.

2022 2021
£000 . £000
2,398 2,768
2,022 1,859

- “2)
423 175
870 1,121
(143) -

- (1,400)
T(15125)  (6,350)
(1,266)  (1,362)
1,030 1,928
©791)  (1,303)
- (56)
©,791) (1,359
. 17

21 -

1877 (1,996)
(1,85) (1,979
(507) (507)
(423) (175)
(930) (682)
(12,577) (4,020)
9) 3)
15064 19,187
2578 15,164
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Notes to the financial statements
(forming part of the financial statements)

Accountmg pollcles

The followmg accounting pOllCleS have been applied consxstently in deahng with items which are considered material
in relation to the financial statements.

Basis of preparation

These Group and parent company financial statements were prepared in accordance .with Financial Reporting
* Standard 102, The Financial Reporting ‘Standard applicable in the UK and Republic of Ireland (“FRS '1027). All

amounts in the financial statements have been rounded to the nearest £1,000.

The parent company is included in the consolidated financial statements, and is considered to be a qualifying entity )

under FRS 102 paragraphs 1.8 to 1.12. The following exemptions available under FRS 102 in respect of certain
disclosures for the parent company financial statements have been applied:

‘e The reconciliation of the number of shares outstandmg from the beginning to the end of the period
. has not been anluded a second time;
e No separate parent company Cash Flow ‘Statement with related notes is included; and
" . & Key Management Personnel compensation has not been included a second time.
e Certain disclosures required by FRS 102.11 Basic Financial Instruments and FRS 102.12 Other
Financial Instrument Issues in respect of financial instruments not falling within the fair vatue -
) accounting rules of Paragraph 36(4) of Schedule 1.

" The accounting policies set out below have unless otherw1se stated, been applied cons:stently to all periods presented
in these financial statements .

Judgements made by the directors in the application of these accounting policies that have significant effect on the
financial statements and estimates with a significant risk of material adjustment in the next year are discussed in note

A

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiary

undertakings made up to 31 December 2022. A subsidiary is an entity that is controlled by the parent. The resuits of

subsidiary undertakings are included in the consolidated profit and loss account from the date that controf commences

until the date that control ceases. Control is established when the Company has the power to govern the operating and

financial policies of an entity so as to obtain benefits from its activities. In assessing control, the Group takes into
_ consideration potential voting rights that are currently exercisable.

Under Secnon 408 of the: Companies Act 2006 the Company is exempt from the requn'ement to present its own profit
and loss account.

In the parent financial statements, investments in subsidiaries are carried at cost less provision for impairment.

Government grants are included within accruals and deferred income in the balance sheet and credited to the profit
and loss account over the expected useful lives of the assets to which they relate or in periods in which the related
costs are mcurred ' . ,



Notes to the financial statements (continued)
Accounting policies (continued)

Going concern i
The financial statements have been prepared on a going concern basis which the directors believe to be appropnate
for the followmg reasons.

The Group made a profit of £2,398,000 for the year (2021: £2,768,000) and has net current assets of £45,979,000
_(2021: £53,377,000). The Group had cash balances at the year-end of £2,578,000. A £10m loan facility, fully drawn
down at 31 December 2022, is due for repayment in September 2023. An overdraft facility of up to £9m is due for
renewal in November 2023. The overdraft facility was not utilised at the balance sheet date.

The directors have prepared projected cash flow. information for the twelve months from the date of approval of
these financial statements, including a reasonably possible downside scenario which principally reflects a risk of
lower than forecast sales. The cash flow forecasts assume the successful refinancing of the £10m loan facility and
£9m overdraft before the repayment dates. The Group shows continued compliance with its financial covenants and .
the directors have no reason to believe that the loan will not be successfully refinanced following active discussions
with the bank.

The directors have also prepared an additional downside forecast in the circumstances where the term loan and
overdraft are not successfully negotiated, although the Group does- not believe this to be a reasonably possible
outcome. In this scenario, the Group would take mitigating actions, such as reducing capex and other discretionary
spend, such that the term loan is not required and could be repaid as it fell due. Under-this scenario,.the Group
_ achieves a positive cash balance by November 2023, the overdraft facility is not required to be renewed and all
‘liabilities are paid as they fall due.

Consequently, the directors believe that the Group and Company are well placed to manage its business risks
successfully despite the current uncertain economic outlook and will have sufficient funds to continue to meet its
liabilities as they fall due for at least 12 months from the date of approval of the financial statements. Accordingly,
they continue to adopt the going concern basis in preparing the annual report and financial statements.

Tangible fixed assets and depreciation

The cost of tangible fixed assets is their purchase cost, together with any other costs directly attrlbutable to bringing
the asset into working condition for its intended use.

Depreciation is provided.to write off the cost less the estimated residual value of tanglble fixed assets by equal
instalments over their estimated useful economic lives as follows:

Land and buildings 10 to 25 years
Motor vehicles 4 years,

Plant and machinery ' 4 to 8 years
Computer hardware 3 to 4 years

No depreciation is provided on freehold land.

The Group performs impairment reviews in respect of fixed assets whenever events or changes in circumstances
indicate that the carrying value of such assets may not be recoverable. If the recoverable amount of the asset, being
the higher of the asset’s net realisable value and its value in use, is found to be less than the carrying value, then an
impairment loss is recognised in the profit and loss account. ‘

A
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Notes to the financial statements (continued)
Accounﬁng policies (continued)

‘Stocks

Stocks are stated at the lower of cost and net realisable value. In the case of raw materials, cost is purchase price. In the case of work in
progress and finished goods, cost consists of direct materials, direct labour plus attributable overheads based on the normal level of
activity. Net realisable value is based on estimated selling price less estimated further costs of completion and disposal. i :

Taxation
" The credit/charge for taxation is based on the loss/profit for the year and takes into account taxation deferred because of timing
differences between the treatment of certain items for taxation and accounting purposes. ‘Deferred tax is recognised, without

discounting, in respect of all timing differences between the treatment of certain items for taxation and accounting purposes which have
arisen but not reversed by the balance sheet date, except as otherwise required by the accounting standard.

.. Contributi top ? funds

The group operates two pension schemes. The first is a defined benefit scheme that provides benefits based on final pensionable pay.
This scheme is closed to new entrants and to future accrual. The assets of the defined benefit scheme are held separately from those of
the group, being invested by professional investment managers. Pension scheme assets are measured using current bid price. Pension
scheme liabilities are measured using a projected unit method and discounted at the current rate of return on a high quality corporate
bond of equivalent term to the liability. The movement in pension scheme surplus is split between interest payable and similar expenses
in the profit and loss account and actuarial gains and losses in the statement of other comprehensive income.

The second scheme ‘is a Stakeholder scheme providing individual arrangements for employees. The assets of the schemes are held
separately from those of the group in independently administered individual funds. The amount charged to the profit and loss account . ~
represents the contributions payable by the employer to the schemes in respect of the accounting year.

Foreign currencies

Transactions in foreign currencies are recorded using the rate of exchange rulmg at the date of the t.ransactlon Monetary assets and
liabilities denominated in foreign currencies are translated using the rate of exchange ruling at the balance sheet date and the gains or
losses on translation are included in the proﬁt and loss account.

The assets and liabilities of overseas subsidiary undertakings are translated at the closmg exchange rates. Profit and loss accounts of
* such undertakings are consolidated at the average rates of exchange during the year. Gains and losses arising on these translations are
taken to reserves, net of exchangé differences arising on related foreign currency borrowings.

Turnover
Turnover represents the amounts (excluding value added tax) derived from the provision of goods to third party customers.

Turnover from the sale of goods is recognised when the significant nsks and rewards of ownership of the goods has transferred to the
buyer usually on despatch of the goods. : ’ '

Leases
Operating lease rentals are charged to the profit and loss account on a stralght line basis over the period of the lease.

Dividends :

Dividends unpaid at the balance sheet date are only recognised as a llablllty at that date to the extent that they are appropnately
- authorised and are no longer at the discretion of the company. Unpaid dividends that do not meet these criteria are disclosed in the
notes to the financial statements.
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Notes to the financial statements (contimied)
Accounting policies (continued)

Derxvatwes

The Group uses derivative financial instruments to manage its exposure to fluctuations in forergn exchange rates. Derivatives
are initially recognised at fair value on the date a derivative contract is entered into and are re-measured at their fair value at -
each subsequent reporting date. : :

Currently the group only has cash flow hedge relationships. Cash flow hedges are hedges of particular risks that might change
the amount or timing of future cash flows. For qualifying cash flow hedges, the hedging instrument is recorded at fair value.
The portion of any change in fair value that is an effective hedge is included in equity, and any remaining ineffective portion is
reported in the income statement. Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated
or exercised without replacement or rollover, no longer qualifies for hedge accounting or the Group revokes the designation.

The fair value of the forward currency contract is calculated by reference to current forward
exchange contracts with sumlar rnatunty profiles.

Cash : : ‘
Cash, for the purposes of the cashflow statement, comprises cash on hand and cash in short term depos,its. :

Accounting estimates and judgements

Preparation of the financial statements requires management to make significant Judgements and esumat&s The items in the
financial statements where these judgements and estimates have been made include:

Defined benefit pension plan
The Group operates a defined benefit plan. The estimation of the defined benefit obhgauon liabilities depends on such factors.

as life expectancy of the members, future inflation assumptions and the discount rate used to calculate the present value of the
liabilities. The Group uses previous experience and impartial actuarial advice to select the values of these critical estimates.

The estimates adopted, and the sensitivity of key estimates, are disclosed-in note 19.

Stock provisioning
The Group has recognised provisions for the. unpmnnent of stock The judgements, "estimates and other associated

assumptions necessary to calculate these provisions are based on historical experience and other reasonable factors. This
provision is based on an assessment of stock value taking into account the ageing of the stock, the quantities on hand, stock

production date, and the quality of stock. The value of stock in note 13 is net of the provision for impairment of stock.

Analysis of turnover
A geographical analysrs of turnover is set out below ‘
2022 2021

i _£000 . - £000

United Kingdom ' ‘ .. ' : , $3346 32323
Rest of the World o _ - : : . 40,192 - 34,043
83,538 66,366

Turnover represents the amounts (excluding value added tax) derived from the provision of goods to third party customers.

Turnover is derived entirely from the sale of textile products and ancillary services (on-site coffee shops).
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Notes to the financial statements (continuéd)

Expenses, other operating income and auditor’s remuneration

2022 2021
£000 £000
. Profit/floss) before taxation is stated afier chargmg/(credztmg)
Depreciation (see note 11) 2,021 1,859
Operating lease rentals — land and bliildings o T 729 . 843
Operating lease rentals — cars . 25 57
Auditor’s remuneration . . 4 . 137 130 -
Profit on disposal of tangible fixed assets ' - : o (1) -
Other operating incomie — Government Grants (Job Retention Scheme) - ' - 867)
Other operating income — other revenue grants ' ~(230) -
The remuneration of the auditor’s is further analysed as follows: ' ' 2022 2021
' ‘ £000 £000
Audit of the financial statements . ' . - 99 85
Total audit services . ) : : - 99 85
Taxation compliance services D . T 15 25
Taxation advisory services 23 20
" Total non-audit services _ o - - 38 45
137 130
Directors’ remuneration and key manageinent compgnséﬁon
2022 2021
_ £000 - £000
Directors’ emoluments e ' . 741 714
" Company contributions paid to defined contribution pension schemes ) . 38 44
Compensation for loss of office ) o , : '. - 205
779 963
Retirement benefits are accruing to the following number of directors under: ‘
2022 2021
Defined contribution scheme - ) . - 2 3

The aggregate emoluments of the highest paid director was £227, 000 (2021: £190 000) Pension contributions

of £20,000 were made on behalf of this director (2021 £29, 000).

The directors’ are the Key Management Personnel of the group.
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Notes to the financial statements (continued)
Staff numbers and costs
The average number of persohé employed by the group (including directors) during the year analysed by

category, was as follows: : '
' Number of employees

Grbup
2022 2021 .
Factory employees B ' : 790 - 620
Sales and administration employees - i ) : - 315 . 282 -
1,105 - 902
The aggregate payi'oll costs of those persons were as follows: ' ,
' P ) ‘Group
- A A 2022 . 2021
£000 - £000
Wages and salaries o o ' o ’ o . 26,809 21,649
Social security ¢osts” : : - : : © 2437 1,865 -
. Other pension costs (note 19) C 1,290 1,067
30,536 24,581,
Interest receivable and similar income .
' ' 2022 . 2021
£000 - £000
A Bank interest receivable . - . : ' . : - 17
Net interest on defined benefit peasion scheme -~ : - 25.
- 42
.Interest payable and similar expenses -
' - ‘ 2022 2021
£000 £000
_ Bank interest payabfe ‘ ' o 423 175
Net interest on defined benefit pension scheme o ' . : - -
423 175
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Notes to the financial statements (continued)

Taxation
2022 . 2021
£000 - £000 £000 £000 £000 £000
Current tax Deferred tax Total tax  Current tax Deferred tax Total tax
Recognised in proﬁt and loss account © 368 502 870 - 1,121 b 1,121
Recognised in equity = | o - 2) . ) . - (322) (322)
: Total tax - B ) 368 500 868 . - 799 - 799
Analysis of charge in year in.profit and loss .
‘ 2022 2021 .
£000 £000 £000 £000
Current tax . '
UK corporation tax ) 133 -
Foreign tax : ’ : 143
Double taxation relief (102) : -
.'Adjustments in respect of prior years . ’ 194 - -
Total current tax (credit)/charge ) ’ . 368 -
Deferred tax
Qngmatlon and reversal of timing 582 1,085
differences .
Effect of tax rate change on opening 182 25
balance ) .
Adjustment in respect of prior years . - ’ (262) - B )
Total deferred tax charge/(credit) . . 502 . 1,121
Tax on profit : ' ’ o 870 ° . 1,121

The tax charge (202/: charge) for the year is higher (202/: higher) than the standard rate of corporation tax in the UK of 19%
(2021: 19%) . The differences are explained below: ' ’ :
: ' . 2022 2021

£000 " £000
Total tax reconciliation : : :
Profit before tax : : : 3,268 3,889
Tax at 19% (2021: 19%) B \ AR ] 621 739
Effects of: ) .
Adjust deferred tax to closing average rate . . . ‘ 183 -209
Non-deductible fixed asset depreciation ) 4 ) 55 101
Overseas profit not recognised C . ' 79 . .7
Expenses not deductible for tax purposes 8 3
Income not deductible for tax purposes : S ' 41) -
Movement on deferred tax on pension scheme . . . : - 3
Adjustments in respect of prior years : ' (68) 11
Other adjustments ' ) 33 48
Total tax expense included in profit and

870 1,121
loss account
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Notes to the financial statements (continued)
Taxation (continued)

Deferred tax

The elements of deferred taxation are as follows:

Accelerated capital allowances v
Losses and other deductions
Other timing difference

Capital gains

Deferred tax liability

The movement in deferred taxation is as follows:
At | January 2022

Deferred taxation charged in the profit and loss account for the period
Deferred taxation credited in other comprehensive income for the period

At 31 December 2022

Factors aﬂ'ectmg the future tax charge

2022

2021

£000 © - £000°

" (965) (876)
- 394

34 51
(411) (411)
(1,342) (842)
(842j

(502)

2

(1,342)

In the 3 March 2021 Budget it was announced that the UK corporation tax rate will increase to 25% from 1 April 2023. The
UK deferred tax balance expected to reverse after 1 April 2023 as at 31 December 2022 has therefore now been measured .

using a rate of 25%.

Dividends

. The aggregate amount of dividends comprises:

Dividends paid in-year

2022
£000
507

2021
£000
507
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Notes to the financial statements (continued)

Tangible fixed assets

Plant and
" machinery, motor

Group - vehicles and
Land and computer -
buildings hardware . Total
£000 £000 £000

Cost . :

At beginning of year ' . 13,542 28,748 42,290
© Additions o : .m0 1,081 ‘ 1,811
~ Disposals ", ) . . - (52) (52)

At end of year ’ . 14272 . 29,777 44,049

Depreciation . } . .

At beginning of year o (9,476) (21,785) (31,261)
" Charge for year S . 487y 1,534y - - 2,021y

Disposals . . - - 39 39

Atend of year - . ' (9.963) (23,280) (33,243)

" Net book value .
At 31 December 2022 ' - 4,309 . 6,497 10,806
At31 December 2021 ' " 4,066 6,963 11,029
Plant and
. machinery, motor
Conipany . ) ’ vehicles and
Land and computer .
buildings " hardware . Total .
£000 . £000 £000

Cost ) . . .

At beginning of year : : 13,450 28,129 41,579

Additions 730 4060 C1,7%

Disposals ) . - (52) ] (52)

Atend of year ) 14,180 29,137 43317

Depreciation . . )

At beginning of year (9,384) . (21,730) - (31,114)

Charge for year ' (487) “(1,456) T (1,943)

Disposals . o . ) - ’ 39 .39

Atéend of year ' 9,871) © @347y (33,018)

Net book value _ .

At 31 December 2022 : ’ ' . ] 4,309 5,990 . 10,299

At 31 December 2021 : 4,066 6,399 . 10,465

Included within group and company land and bijildings is land of £272,000 (2021 £272,000) which is not

depreciated. .
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Notes to the financial statements (continued)

Investments

1
Shares in
subsidiary
. undertakings
Company ) . . ’ . ' " £000
Cost and net book value ’ ’ .
At beginning of the year and at the end of the year” ) - -
At 31 December 2022 ﬂle'cpmpany had the following wholly owned subsidiary undertakings:
] ) Class of - Country of
Company name shares held Nature of business ) incorporation
Johnstons of Elgin Limited (i) Ordinary . Dormant © " Scotland
Johnstons GmbH [C) . Ordinary Sale of cashmere and woollens Germany
Johnstons of Elgin Retail (Ireland) Limited (iii) - Ordinary . Sale of cashmere and woollens Ireland
" The registered offices of the subsidiary companies is as per below for the references noted:
(i)  Newmill, Elgin, IV30 4AF, UK '
(i) Kaiserwertherstrasse 140, 40474 Dusseldorf, Germany
(iii)  Unit 110, Kildare Village, Nurney Road, R51 R265, Ireland
Stocks )
Group Company
. 2022 2021 2022 - 2021
£000 £000 £000 £000
Raw materials 34891 22,546 34,801 23,571
Work in progress . T 8,585 - 4,521 - - 8,585 4,447
Finished goods . 11,610 12,894 11,358 11,730
55,086 39,961 54,834 39,748

Raw materials, work in progress and finished goods recognised as cost of sales in the year amounted to £61,070,000 .

(2021 £47,424,0000) for the group, and £60,256,000 (202]: £47,176,000) for-¢he company.

The miovement in the provision to allow for the write down of stocks to net realisable value was an increase of
£2,136,000 in the year (2021 increase.of £989,000). The write down is included in cost of sales.

Debtors
Group . Company

2022 2021 2022 2021

£000 £000 - %000 £000
Trade debtors 7814 6987 7,813 6,984
Amounts due from subsidiary undertakings . : - " - 1,528 o 1,262
Corporation tax - _ ' . - e - 109
Other debtors - . 460 186 458 166
Prepayments, ' . : 682 463 681 463

8,956 7,745 10,480 8,984 -

Other debtors include derivative assets of £55,000 (2021:£65,000) (noté 17). ‘
Included in prepayments is an amount of £189,000 (2021: £152,000) which is due after more than one year.’
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‘Creditors: amounté falling due within one year

Notes to the financial statements (continued)

Group Company’

2022 2021 . 2022 2021
£000 - - £000 £000 £000
Trade creditors S 39 5044 3,731 4,778
Amounts due to subsidiary undertakings : ’ - Lo 208 518
Corporation tax payable ’ ’ 108, - 108 -
Other taxes and social security o 1,674 941 1,698 935
Bank loans s . . 10,000 - - 10,000 -
Accruals and deferred income ) 5,080 - 3,508 5!009 3,478
120,641 . . 9,493 20,754 9,709
Creditors: amounts falling due after more than one year
' Group .. Company
. 2022 2021 2022 2021
£000°  £000°- £000 £000
Bank loans o y - 10,000 © - 10,000
Bank loans are repayable as follows: )
’ Group Company
2022 2021 2022 2021
£000 £000 £000 - £000
Within | year . 10,000 - 10,000 .. -

Between two to five years' : _ - 10,000 - 10,000

In 2020 the group agreed a Coronavirus Large Business Ihterruption Scheme loan with Royal Bank of Scotland for’

£10,000,000. This loan was fully drawn at 2020, and is repayable in one bullet repayment in September 2023. This loan
is secured by a floating charge over the assets of the company. Interest on the loan is charged at 1.41% over The Royal
Bank of Scotland’s base rate. for the first 12 months of the loan, and then at 1.91% over the base rate for the remainder of

. the term.

Financial instruments

) Carrying.amount of financial instruments

' The group’s prmcxpal ﬁnancxal instruments are cash and cash equwalents trade debtors trade credltors and accruals all

of which are camed at cost (notes 14 and 15)

Denvatlve financial instruments are carried at fair value and are included within debtors or credxtors Valuanons are
based on equlvalent market prices or information derived indirectly from market prices.

Financial risk management

“The group operates a centrahsed treasury management which is responsmle for managmg the credit, hquxdlty, mterest and
foreign currency risk.

28



17

Notes to the financial statements (continued)
Financial instruments (continued)

Credit risk )
Credit risk refers to the risk that a counterparty will defauit on lts contractual obhgatlons resultmg in a financial loss to
the Group.

- The group’s credit risk arises from bank balances and trade debtors from customers. At 31 December 2022, the maximum

exposure is represented by the carrying value of each financial asset in the balance sheet. The bulk of the group’s
business is conducted with large companies which have strong credit ratings. The group also holds credit insurance to
cover certain trade debtors. Management is of the opinion that adequate provision currently exists in respect of trade
debtors

Foreign currency risk

- Foreign currency. risk refers to the risk that unfavourable ‘movement in exchange rates may cause ﬁnanc1al loss.to the

group. Foreign currency risk is monitored on a regular basis. Forward contracts may be used to mitigate the risk of
adverse exchange rate movements.

Interest rate risk .

Interest rate risk refers to the likelihood that changes in interest rates will result in ﬂuctuatlons of the value of bala.nce,
sheet items or changes in interest income or expenses. Where required and appropriate, the group will manage the risk
relating to interest rate fluctuations.

Liquidity risk )

The group principally uses operating cashflows and currently 2 bank loan to fund working capntal and caprtal investment,
together with deficit funding for its defined beneﬁt pension scheme. To manage seasonal cash flows an overdraft facility
is available.

Hedge accaunting. and derivative financial instruments

Hedge accounnng was adopted in respect of forward currency derivative financial mstruments during the current and
prior year. Derivative financial instruments are presented within debtors or creditors.

At 31 December 2022, the group had entered into forward currency contracts to sell GBP and buy USD, in order to hedge
the future purchase of raw materials in USD. This included the purchase of $5,500,000 through five forward currency
contracts, with execution dates falling between January and February 2023. The average exchange rate of these contracts
is $1.221. The fair value of these financial instruments at 31 December 2022 was an asset of £55,000.

At 31 December 2021 the group had-entered into forward contracts which had a fair value asset at that date of £65,000.
These forward contracts were all fully settled during the current financial year.

The net change in fair value of hedging instruments recognised in other comprehensive income during the year was a loss

of £10,000 (being the difference between the fair value asset at the end of the prior year of £65,000 and the fair value
asset at the end of the current year of £55,000).
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Notes to the financial statements (cbnzinued)

Net funds -

The below is an analysis of changes in net funds of the group from the beginning to the end of the current reporting period:

Borrowings due in Borrowings due within- Cash and cash Net debt

more than one year . one year equivalents
£000 £000 ’ £000 £600
Balance at | January 2022 . (10,000) . - 15,164 5,164
Cashflows - . - (12,576) (12,576)
Effect of movements in foreign' exchange - . - ) (10) (10)
Reclassification 10,000 * (10,000) . "
Balance at 31 December 2022 - (10,000) 2,578 : (7,422)

The borrowings due within one year is comprised of the Coronavirus Large Business Interruption Scheme Loan (note 16).

Pension commitments

Defined benefit scheme

" The group operates a pension scheme providing benefits based on final pensionable pay. The scheme is closed to new

entrants and is closed to future accrual for current employees. The assets of the scheme are held separately from those of the

group, being invested by professional investment managers. Based on results of the latest triennial valuation, the scheme is

fully funded and therefore no future contributions are expected to occur in the next 3 years.

The information disclosed below is in respect of the whole of the scheme for which the group is the sponsoring employer
throughout the periods shown. : :

. Group and company
2022 2021
£000 £000
Present value of funded defined benefit obligations : : (48,616) (81,355)
Fair value of plan assets ~ o _ 57,699 87,191
‘Restn'ctiqn on recognition of defined benefit plan surplus - (9;083) 7 (5,836)

Recognised asset for defined benefit obligations ) : - -

The defined benefit-scheme surplus under FRS 102 at 31 December 2022 has not been recognised as the directors consider
that the company does not have the right to the benefit of such a surpius, should a surplus arise at the time of a future
winding up of the scheme after all benefits to employees have been settled.

Movements in present value of defined

beneﬁl-obligalian Group and company

: 2022 2021
£000 . £000

At | January 2022 _ R 81,355 - 85,245

Interest cost ) 1,425 1,169

Actuarial (gains)losses - : C o (29,764) (1,541

Benefits paid - ) (44000 - . (3,51%)

At 31 December 2022 : - - , 48,616 81,355
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Notes to the financial statements (continued)

Pension commitments (continued) '

Movements in fair value of plan assets

At 1 January 2022
Interest incomé

Return on plan assets
Contributions by émployer
Benefits paid

At 31 December 2022

Expense recognised in the profit and loss account

Net interest on net defined benefit pension liability

The expense is recognised in the following line items in the profit and loss account: -

Interest (receivable)/payable and similar (income)/expenses

Group and company

2022
£000

87,191
1,530
(26,622)

(4,400)

- 57,699

2021
£000

86,344
1,194

1,771 .

1,400
(3,518)

87,191

Group and company

2022
£000

2022
£000

2021
£000

(25)

. Group and company

2021

£000°

(25)

The nil (profit)/loss recognised in the consolidated statement of ‘comprehensive income comprises actuarial géins of

£29,764,000 (2021: £1,541,000) and a negative return on plan assets (excluding interest income) of £26,622,000 (2021:
positive return of £1 771 ,000) offset by an increase in surplus restriction of £3,247,000.

The fair value of the scheme’s assets and the return on those assets were as follows:

Equities

Bonds

Diversified growth funds
Insured assets

Cash and cash equivalents
Liability driven investmént

Total

Actual retum on plan assets

The pension scheme has not mvested in any of the group's own fi nanc1al instruments nor in properties or other assets
" used by the group. .

Fair
_value
2022
£000

34,329
18,754
1,171
541
2,904

57,699

(25,092)

« Fair
value
2021
£000

2
51,832
26214

1,555
209

4,604

87,191

2,965
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“Notes to the financial statements (continued)

Pension commitments (continued)

The major assumptions used by the actuary at the year end were as follows: .
: ' ' ' 2022 2021 .

Discount rate ' o " ' : 5.00% 1.80%
RPI inflation : o : 3.10% 3.30%
Deferred revaluation (CPI inflation) ' N 2.70% 2.95%
Pension increases; RPI inflation max-5% - 2.95% 3.05% .
- RP! inflation max 2.5% o ‘ : T 200%  200%

- CPl inflation max 3% . . _ ’ 2.15% 2.20%

Historically, there has been no reliable indicator for market expectations of CPI inflation. In 2019 assumptioﬁ for CPI wes'
based on being 0.9% lower than RPI, which was based on analysns pubhshed by the Office for Nanonal Statistics on the
expected long term gap between RPI and CPIL.

Following a consultation on proposed reforms to' the RPI index, the government announced on 25 November 2020 that
from 2030 RPI will be aligned with CPIH. CPIH is a variant of CPI which includes allowance for owner occupied housing
costs. Over long periods and economic cycles, the difference between CPIH and CPI is expected to be at or close to zero.
Accordmgly, in the prior year the group adjusted the assumed gap between CPI and RPI to be an average of 0.8% for
deferred revaluation and 0.4% for CPI linked pension increases in payment. This broadly reflects an assumed 1% gap
before 2030 and a 0% gap thereafter, suitably weighted to reflect the scheme’s liability profile and exposure to CPI
liabilities. The impact of the change in this assumption was an increase of around £850,000 in the defined benefit
obligation at 31 December 2020. There is no change in this assumption in 2022.

The last full actuarial valuation was performed as at 5 April 2022 and was approved by the Trustees in February 2023. To
measure the defined benefit obligation as at 31 December 2022, the group projected the results of the 5 April 2022
valuation allowing for interest on the liabilities; the actual benefit payments paid and an estimate of the effect of changes in

the actuarial assumptions. All other experlence was assumed to be in line with assumptions.

The assumptions relating to longevity underlying the pension liabilities at the balance sheet date are based on standard
actuarial mortality tables and include an allowance for future unprovements in longewty The assumptions are eqmvalent
to expectmg a 65-year old to live for a number of years as follows:

¢ Current pensnoner aged 65: 21.1 years (male), 23.7 years (female) (2021: 21.4 years (male) 23.5 years (female)).

+ Future reuree, currently aged 45, upon. reaching 65: 22:2 years (male), 24.6 years (female) (2021: 22.8 years -
(male), 25.0 years (female)). '

An increase or decrease in the discount rate by 0.25% (all other assumptions unchanged) would result in a net defined
benefit surplus before restriction of £10.6m and £7.5m respectively. An additional 1 year mortality age rating (all other
assumptions unchanged) would result in a net defined benefit surplus of £7 Sm. For the reasons set out above net defined

- berefit surplus is not recognised in'these financial statements.
" Stakeholder pension schemes

The group contributes towards stakeholders’ individual pension arrangements. The pension charge for the year was

£1,290,000 (2021: £1,067,000) .
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Notes to the financial statements (continued)

Called up share capital

2022
. £000
Allotted, éalled up and fully paid ] ] , '
Nil (2021: 779,700 ) Ordinary shares of £1 each -
A 685,750 (2021: nil) Ordinary A shares of £1 each T - 686
93,950 (2021: nil) Ordinary B shares of £1 each ) " ) S 94
780

2021
£000

780

" 780

During the year 779,700 Ordmary shares were reclassified to 685,750 Ordma.ry A shares and 93,950 Ordinary B shares. Both

classes of shares carry equal voting and dividend rights with Ordinary A shares only carrymg nghts of pre-emption on the
transfer of shares.

Reserves
s
Share premium account
This reserve records the amount above the nominal value received for shares sold, less transaction costs.

Cash flow hedging reserve

The hedging reserve compnses the effective posmon of the cumulatxve net change in the fajr va.Iue of cash flow hedging
instruments related to hedge transactions that have not yet occurred.

Capital redemption reserve

This reserve records the nominal value ofshares repurchased and cancelled by the company.
Capital commitments

Amounts contracted for but not provided for in the financial statements amounte'd to £1,697,000 for
the group and the company (202/: £576,000).

Leasing commitments

Non-cancellable operating lease rentals are payable as follows:

Ultimate parent company
The company is controlled by its shareholders. No other group financial statements include the
results of the company. :

Group and company

Land and buildings
-2022 2021
_ £000 £000
Amounts payable: ) )
Less than one year - - ‘ 791 775
Between one and five years : : ’ : . 2,122 2,509
More than five years. ,’ . ) 734 1,101
" Total lease commitment ' S : 3647 4385
. | o
Motor vehicles
2022 2021
£000 £000
Amounts payable: )
Less than one year : ) : . : 25 . 34
Between one and five years - ' g : . : o .22 46
Total lease commitment : ' C . 41 80 .
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