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DAVID PHILLIPS FURNITURE LTD

STRATEGIC REPORT
- FOR THE YEAR ENDED 31 MARCH 2017

The diréctor p}esents the'strategic report and audited financlal statements for the year ended 31 March 2017,

Fair review of the business

David Phillips's vision is.to be the property market's premier furnishing service. We are the largest speclallst
design-led provider of fumniture, appliances, design and related services to the residential property sector. We
focus on 3 major markets:

(2) the Private Rented: Sector, comprismg landlords, mvestors agents, developers, house builders and Build to
Rent participants; .

(b) Social Housing; and

(c) Student:Accomodation.

We offer a full range of services including: -~ . ' .

(i) complete furniture packages;

(ii) furniture replacement -

(iii) furniture rental; and

(iv) bespoke interior design

with all items delivered, assembled and installed for the customer and old-furniture removed and disposed of.

We benefit from a broad customer base, encompassing some of the largest developers and house builders in
the UK, individual landlords, and including a full spectrum of sales, lettings and managing agents, both large and
small. Our strategy is to focus on higher-margin design-led project.

During the year, we made progress in building a platform for future growth; however, there is much to be done.
The markets in which David Phillips operate remain strong with long term positive trends.

Principal risks and uncertainties :
We are subject to several risks. Pnncxpal among these are

() competition - we operate in a competitive market which is subject to pricing pressure from customers as well )
as our competitors;

v(u) supply chain management inventory management is key to our business and we must continue to ensure
we maintain a responsive and flexible supply chain; and

(iii) the health and development of the broad housing sector.

A formal risk management policy has been established and the directors are closely involved In running the
business and are proactuve in identifying and responding to relevant risks.

On behalf of the board

N CRGill
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, DAVID PHILLIPS FURNITURE LTD

DIRECTOR'S REPORT
FOR THE YEAR ENDED 31 MARCH 2017

The director presents his report and audited financial statemehts for the year ended 31 March 2017.

Prlncipal activitles
The pnnmpal activity .of the company continued to be that of property services.

Director :
The director who held office durmg the year and up to the date of signature of the financial statements was as
follows:

N C R Gill

. AN Gordon : (Resigned 9 July 2016).

R Francis (Appointed 29 March 2017 and resigned 31 August 2017)

Results and dividends
The results for the year are set out on page 7. : o ,

No ordinary dividends were paid. The director does not recommend‘ payment of a final dividend.

Going concern .
The financial statements have been prepared on a going concern basis, further lnformatlon is disclosed in Note
1to the financial statements.

Disabled persons

Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of
the applicant concemed. In the event of members of staff becoming disabled, every effort is made to ensure that
their employment within the company continues and that the appropriate training Is arranged. It is the policy of
the company that the training, career development and promotion of disabled persons should, as far as possible,
be identical to that of other employees.

Employee involvement
The company's policy is to consult and discuss with employees through meetings and discussing matters likely
to affect employees' interests.

Information of matters of concemn to employees is given through Information bulletins and reports which seek io
achieve a common awareness on the part of all employees of the financial and economic factors :affecting the

-group's performance.

There is no employee share scheme at present, but the directors are considering the introduction of such a’
scheme as a means of further encouraging the involvement of employees in the company's performance.




DAVID PHILLIPS FURNITURE LTD

DIRECTOR'S REPORT (CONTINUED) ,
FOR THE YEAR ENDED 31 MARCH 2017

Statement of dlrector s responslblllﬂes

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

~ Company law requires the directors to prepare financial statements for each financial year. Under that law the

directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising Financial Reporting Standard 102 The
Financial Reporting Standard Applicable in the UK and Republic of Ireland (FRS 102), and applicable {aw),
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 these financial statements, the directors are required to:

¢ select suitable accounting policies and then apply them consistently;

* make judgements and accounting estimates that are reasonable and prudent;

« state whether applicable UK Accounting Standards comprising FRS 102 have been followed, subject to
any material departures disclosed and explained in the financial statements; ’

+ notify its shareholders in writing about the use of disclosure exemptions, if any, of FRS 102 used in the
preparation of financial statements; and

« prepare the financlal statements on the going concern basns unless it is inappropriate to presume that
the company will continue in busmess

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. They
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.

Statement of disclosure to auditors
In accordance with Section 418, directors’ reports shall include a statement, in the case of each director in office
at the date the directors’ report is approved, that:

(a) so far as the director is aware, there Is no relevant audit information of which the company's auditors
are unaware; and

(b) he has taken all the steps that he ought to. have taken as a director in order to make himself aware of
-any relevant audit information and to establish that the company’s auditors are aware of that
information.

Audit opinion
The directors note the independent auditor's report to the members of David Phillips Furmture Ltd and the
opinion on the financial statements stated therein. .

The opinion provided by the Company's auditor is reflective of the operationally challenging nature: of the year
ended 31 March 2017. The Company experienced significant top and bottom line growth, placing pressure upon
the Company’s operational and finance functions. These factors were exacerbated by changes in key staff
members, as highlighted by the auditors in their opinion, which resulted in.a delay of the preparation of these
accounts.

‘Since the end of the review period, the Company has put in place a structured plan to significantly improve
aspects of the operational and financial functions. To this end, the directors believe that the underlying causes of
the auditor's opinion are in the process of being resolved. Further the business has benefited from a £4.6 million
injection of shareholder funding in December 2017.




DAVID PHILLIPS FURNITURE LTD

UI_RECTOR‘S REPORT (CONTINUED)

FOR THE YEAR ENDED 31 MARCH 2017

On behalf of the board




DAVID PHILLIPS FURNITURE LTD

INDEPENDENT AUDITORS' REPORT . :
TO THE MEMBERS OF DAVID PHILLIPS FURNITURE LTD

Report on the financial statements

Disclaimer of opinion )
Because of the significance of the matters described in the Basis for dlsclaimer of opinion paragraph below, we
have not been able to obtaln sufficient appropriate audit evidence to provide a basis for an audit opinion.
Accordingly we do not express an opinion on David Phillips Furniture Ltd financial statements (the “financial
statements”), .

Basis for dlsclalmef of opinion

As aresult of a control environment breakdown during the year, change of key staff members and Inadequate
record keeping we are unable to reach an oplnion as the Company’s accounting records do not provide
sufficient avidence. There were no satisfactory audit procedures that we could have performed to obtain |
reasonable assurance over these financlal statements. As a result, we were unable to determine whether any
adjustments would be required in respeoct of the year-end position and the related elements making up the
statements of financlal position, comprehensive Income, cash flows and changes in equlty

What we were engaged to audit
The financlal statements, including within the Annual Report and Financial Statements (the "Annual Report”),
comprise:
« the Statement of financial poslﬂon as at 31 March 2017;
*» the Statement of comprehensive incoma for the year the ended;
* the Statement of changes In equity for the year then ended; and
= the notes to the financial statements, which Include a summary of significant accounting policles and
other explanatory information.

The financlal reporting framework that has been apptlied In the preparation of the financial statements is United
Klngdom Accounting Standards, comprising FRS102 “The Financial Reporting Standard applicable in the UK
and Republic of Ireland”, and applicable taw (United Kingdom Generally Accepted Accounting Practice).

In applylhg the financial repbrtlng framewark, the directors have made a number of subjective judgements, for
example in respect of significant accounﬂng estima(as In making such estimates, they have made assumptions
and-considered future events.

Opinion on other matters prescribed by the Companies Act 2006
During the course of our audit we found significant deficlencles in the accountlng racords. In our opinlon
adequate accounting records were not kept. .

Notwlthstandlng our disclalmer of an oplnlon on the financial alatements. in our opinlon, based on the wark
undertaken In the course of the audit:
+ the information given in the Strateglc Report and the Directors’ Report for the financlal year for which
the financial statemants-are prepared Is consistent with the financial statements; and
« the Strategic Report and the Diractors' Report have been prapared In accordance with applicable legal -
requirements.

In addition, in light.of the knowledge and understanding of the group and its environment obtained in thé course
of the audit, we are required to report If we have Identified any material misstatements in the Strategic Repon
and the Directors' Report. We have nothlng to report In this respsct.

Other matters on which we are required to report by exception
Adequacy of Information and explanations recelved .

Arlsing from the limitation of our work referred to in the Basls for disclaimer of opinion paragraph above, we have
. not obtalned all the Information and explanatlons that we consldered necessary for the purpose of our audit,




DAVID PHILLIPS FURNITURE LTD

INDEPENDENT AUDITORS' REPORT (CONTINUED)
TO THE MEMBERS OF DAVID-PHILLIPS FURNITURE LTD

" Directors’ remuneration
Under the Companles Act 2006 we are required to report to you If, in our oplnlon. certaln disclosures of directors'
remuneration specified by law are not made. We have no exceptions to report arising from this responslblllty

Responslblllties for the financial statements and the audit

Our responslbllltles and those of the director

As explained more fully in the Statement of Director's Responsibilities set out an page 4, the director Is
responsible for the preparation of the financial statements and for being satisfled that they give a true and fair
view.

Our responsibliity Is to audit and express an opinlon on the financial statements in accordance with applicable
law and Intemational Standards on Auditing (UK and Ireland) ("ISAs (UK & Ireland)"). Those standards require
us to comply with the Auditing Practices Board's Ethical Standards for Auditors. .

This repart, 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 opinlons, accept or assume responsibllity 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.

What an audit of financlal statements involves '

We were engaged to audlt the financlal statements In accordance with ISAs (UK & Ireland) An audlt Involves
obtaining evidence about the amounts and disclosurss in the financial statements sufficient to give reasonable
assurance that the financlal statements are freé from material misstatement, whether caused by fraud or error.
This Includes an assessment of'

¢ whether the accountlng policles are appropriate to the company’s clrcumstances and have been
consistently applied and adequately disclosed;

+ the reasonableness of significant accounting estimates made by the dlreclors, and

* the overall presentation of the ﬂnanclal statements.

in addition, we read all the financlal and non-ﬂnanclal informatlon In the Annual Report to identify material
inconsistencles with the audited financlal statements and to Identify any information that is apparently materially
Incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of performing the
audlt, If we become aware of any apparent material misstatements or inconsistencles we consider the
implications. for our report. With respect to the Strategic Report and Directors' Report, we consider whether
thase reports Include the disclosures required by applicable legal requirements.

v

Mark Jordan (Senlor Statutery Auditor)
for and on behaif of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

ETag




DAVID PHILLIPS FURNITURE LTD

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2017

Note
Revenue 3
Cost of sales
Gross profit
Administrative expenses
Operating loss ' 4
investment income _ -7
Finance costs ; ) S
Other gains and losses : ‘ 9
Loss before taxation
Taxation on (loss) on ordinary activities . 10

Loss for the financial year
Other comprehensive income

Total comprehensive (expense) for the year

2017
£

47,633,167
(24,905,757)

22,727,410

(24,619,674)

(1,892,264)

(28,98t;)
(200)

(1,921,452)
(156,957)
(2,078,409)

(2,078,409)

2016
£

37,275,600
(17,476,785)

19,798,815
(21,927,781)
(2,128,966)
2,1
(31,063)

' (2,167,918)

(30,999)
(2,188,917)

(2,188,917)

The Statement of Corhprehenslve Income has been prepared on the basis that all operations are continuing

operations.




DAVID PHILLIPS FURNITURE LTD

STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2017
. 2017 2016
Notes £ : £ £ £
Fixed assets . ‘
Goodwill " ) 866,004 1,129,853
Property, plant and equipment 12 . 2,502,876 2,605,899
Investments . . 13 ) - ) 200
‘ , 3,368,880 " 3,735,952
Current assets ) : ' .
Inventories . 18 2,841,642 . 3,376,950
Trade and other receivables ‘ 16 . 7,461,575 8,593,765
Cash at-bank and in hand ’ . ) 135,213 - 435,575
10,438,430 12,406,290
Creditors: amounts falling due within 177 .,
one year , <
~ Bank loan and overdratft 19 1,000,000 1,000,000
~ All other creditors A T 20 11,738,325 11,953,752
12,738,325 12,953,752
Net current (liabilities))assets excluding bank (oan . _ (1,299,895) a 452,538
Net current liabilitles . R (2,299,895) - . (547.462)
Total assets less current liabilities 1,068,985 3,188,490
Creditors: amounts falling due after 18 :
more than one year . - (41,096)
Provisions for liabilities . 21 . (291,328) . (291,328)
Net assets . 777,657 : - 2,856,066
Equity O I
Called up share capital 24 .10 10
Other reserves C -25 62,400 62,400
Retained earnings : .- 715,247 ' 2,793,856
Total equity - 777,657 ‘ " 2,856,066
0
The finanmal statements on pages 7 to 26 were approved by the Board on f? { EM“j 2 ‘
-
. !
The financial statements were approved by the board of direc!ors and authorised for issue on 2"“""310 &

and arWehalf by:
NCRGill
Director

Company Registration No. 03670521




DAVID PHILLIPS FURNITURE LTD

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2017 .

Called up Other Retained Total equity

. share reserves earnings
capital - '
Notes £ £ £ £
Balance at 1 April 2015 10 62,409 4,982,573 5,044,983

" Year ended 31 March 2016:
Loss and total comprehensive income for the

financial year (2.188,917) (2,188,917)

Balance at 31 March 2016 v 10 62,400 2793656 2,856,066 -

Year ended 31 March 2017i .
Loss and total comprehensive expense for the
financial year . -

(2,078,409) (2,078,409)

Balance at 31 March 2017 - ‘ 10 62,400 715247  777.657




DAVID PHILLIPS FURNITURE LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2017

1.1

1.2

1.3

1.4

Accounting policies

Company Information ]
David Phillips Fumiture Ltd is a private company limited by shares incorporated in England and Wales. The
registered office is Units 24-32 London Industrial Park, Eastbury Road, Beckton, London, E6 6LP.

Accounting convention- '
The-financlal statements are prepared under the hnstoncal cost convention and in accordance with the
Companies Act 2006.

o
The financlal statements are prepared in sterling, which is the functional currency of the company.
Monetary amounts in these financial statements are rounded to the nearest £.

The financlal statements have been prepared under the historical cost convention. The principal
accounting policies adopted are set out below.

The company has taken advaniage of the exemption undér section 400 of the Companies Act 2006 not to
prepare consolidated financial statements. The financial statements present information about the
company as an individual entity and not about its group.

- David Phillips Furniture Ltd is a wholly owned subsidiary of David Phillips Holdings Limited and the results

of David Phillips Furniture Ltd are included In the consolidated financial statements. of David Phillips
Holdings Limited which are available from Companies House.

At the time of approving the financial statements, the director has a reasonable expectation that the
company has adequate resources-to continue in operational existence for the foreseeable future. Thus the
director continues to adopt the going concern basis of accounting in preparing the financial statements.

Revenue
Turnover represents amounts recelvable from furniture wholesale and serwces rendered for fumnture
rentals net of VAT and trade discounts,

Furniture sales income represents revenue earned by the sale of furniture to customers.

Income from furniture rentals is recognised in the financial statements in the petiod the rental occurs.
Intangible fixed assets - goodwill '
Purchased goodwill is written off in equal annual instalments over its estimated useful economic fife of 5
years.

Property, plant and equipment
Property, plant and equipment are initially measured at cost and subsequently measured at cost or
valuation, net of depreciation and any impairment losses.

Depreciation is recognised so as to write off the cost or valuation of assets less their residual values over

their useful lives on the following bases:

Leasehold property , over the term of the lease
Plant-and machinery 3 to 10 years on cost
Computer equipment 33% on cost

Rental assets 50% on cost

The gain or loss’ arising on the disposal of an asset is determined as the difference between the sale
proceeds and the carrying value of the asset, and Is credited or charged to profit or loss.

-10-




DAVID PHILLIPS FURNITURE LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2017 .

.15

1.7

1.8

1.9

Accounting policies . ) (Contlnued_)

Non-current investments

Interests in subsidiaries, associates and jointly controlied entmes are initially measured at cost and
subsequently measured at cost less any accumulated impairment losses. The Investments are -assessed
for impairment at each reporting date and any impairment losses or reversals of impairment losses are
recognised immediately in profit or loss.

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

Impalrment of non-current assets

At each reporting period end date, the company reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If
any such indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount of an
individual asset, the company estimates the recoverable amount of the cash-generatlng unit to which the
asset belongs

Recoverable amount is the higher of fair value less costs ta sell and value in use. In assessing value In
use, the estimated future cash flows are discounted to thelr present vaiue using a pre-tax discount rate that

. reflects current market assessments of the time value of money and the risks specific to the asset for

which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a

_revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Inventories

Inventorles are stated at the lower of cost and estimated selling price. Cost compnses direct materials and,
where applicable, those overheads that have been Incurred in bringing the inventories to their present
location and condition.

At each reporting date, an assessment is made for impairment. Any excess of the carrying amount of
inventories over its estimated selling price less costs to complete and sell Is recognised as an impairment
loss in profit or loss. Reversals of impairment losses are also recognised in profit or loss.

. Cash and cash equivalents

Cash and cash equivalents are basic financial assets and Include cash in hand, deposits held at call with
banks, other short-term liquid Investments with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within borrowings in current liabilities.

Financial instruments .
The company has elected to apply the provisions of Sectlon 11 ‘Basic Financial Instruments’ and Section
12 ‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company's statement of fi nancnal position when the company
becomes party to the contractual provisions of the Instrument.

Financial assets and liabllities are offset, with the net amounts presented in the financial 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 simuitaneously.

T




DAVID PHILLIPS FURNITURE LTD L | . .

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2017

1 Accounting policles ' {Continued)

Basic financial assets

Basic financial assets, which Include trade and other receivables and cash and bank balances, aré initially

measured at transaction price including transaction costs and are subsequently carried at amortised cost

using the effective interest méthod 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.
- Financial assets classified as receivable within one year are not amortised.’

Other financial assets i

Other financial assets, including investments in equity instruments which are not subsidiaries, associates
or joint ventures, are initially measured at fair value, which is normally the transaction price. Such assets
are subsequently carried at fair value and the changes in fair value are recognised in profit or loss, except
that investments in equity instruments that are not publicly’ traded and whose fair values cannot be
measured reliably are measured at cost less impairment.

Impairment of financial assets
Financial assets, other than those held at fair value through profit and loss, are assessed for indicators of
impairment at each reporting end date. .

Financlal assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been
affected. 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 mterest 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 impalrment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrymg amount would have been, had the impairment not previously been recognised.
The |mpalrment reversal is recognised in profit or loss.

Derecognmon of flnancial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset explre

or are settled, or when the company transfers the financlal asset and substantially all the risks and rewards
* of ownership to another entity, or if some significant risks and rewards of ownership are retained but

control of the asset has transferred to another party that is able to sell the asset in Iits entirety to an

unrelated third party

Classification of financial liabilities

Financial liabilites and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the company after deducting all of its liabilities.

Basic financlal liabilities, including trade and other payables, bank loans, loans from fellow group

‘companies and preference shares that are classified as debt, are initially recognised at transaction price
unless the arrangement constitutes a financing transaction, where the debt instrument is measured at the
present value of the future payments discounted at a market rate of Interest. Financial liabilities classified
as payable within one year are not amortised.

Debt Instruments are subsequently carried at amortised cost, using the effective lnterest rate method.

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers. Amounts payable are classified as current liabilities if payment Is due within
one year or less. If not, they are presented as non-current liabilities. Trade payables are recognised initially
at transaction price and subsequently measured at amortised cost using the effective interest methad.

-12-




DAVID PHILLIPS FURNITURE LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) -
FOR THE YEAR ENDED 31 MARCH 2017

1.10

1.1

. Accountlng policies - ’ (Continued)

Other financial liabilities

Debt instruments that do not meet the conditions in FRS 102 paragraph 11.9 are subsequently measured -
at fair value through profit or loss. Debt instruments may be designated as being measured at fair value
though profit or loss to eliminate or reduce an accounting mismatch or if the instruments are measured and
thelr performance evaluated on a fair value basls in accordance with a documented risk management or
lnvestment strategy .

Derecognition of financial liabilities
Financial liabilities are derecognised when the company's contractual obllgatlons expire or are discharged
or cancelled.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds recelved, net of direct issue costs.”
Dividends payable on equity lnstruments are recognised as liabilities once they are no longer at the
discretion of the company. .

Taxatlon
The tax expense represents the sum of the tax currently payable and deferred tax

Current tax . : "

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the income statement because it excludes items of income or expense that are taxable or
deductible in other years and- it further exciudes items that are never taxable or deductible. The company's
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the

" reporting end date.

Deferred tax :

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are
recognised to the extent that it is probable that they will be recovered against the reversal of deferred tax
liabilities "or other future taxable profits, Such assets and liabllities are not recognised if the timing
difference arises from goodwill or from the initial recognition of other assets and liabilities in a transaction
that affects neither the tax profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to aliow all or part of the
asset to be recovered. Deferred tax is calculated at the tax rates that are expected to apply in the period

" when the liability is seftled or the asset is realised. Deferred tax is charged or credited in the income

statement, except when it relates to items charged or credited directly to equity, in" which case the deferred

- tax is also dealt with in equity. Deferred tax assets and liabilities are offset when the company has a legally

1.12

enforceable right to offset current tax assets and liabdmes and the deferred tax assets and liabilities relate
to taxes levied by the same tax authonty

Employee benefits
The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs
are required to be recognlsed as part of the cost of stock or non-current assets.

" The cost of any unused hollday entittement is recognlsed in the period in whlch the employee’s services

are recelved

Termination benefits are recognised immediatel_y as an expense when the company is demonstrably
committed to terminate the employment of an employee or to provide termination benefits.

-13- : ,




DAVID PHILLIPS FURNITURE LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2017

1.13

1.14

1.15

Accounting policies ) (Continued)

Retirement benefits
Payments to defined contnbutson retlrement benefit schemes are charged as an expense as they fall due.

Leases
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the lessees. All other leases are classified as operating leases.

Assets held under finance leases are recognised as assets at the lower of the assets fair value at the date
of inception and the present value of the minimum lease payments. The related liability is included in the

‘statement of financial position as a finance lease obligation. Lease payments are treated as consisting of -

capital and interest elements. The interest is charged to the income statement so as to produce a constant
periodic rate of interest on the remaining balance of the liability.

Rentals payable under operating leases, including any lease incentives received, are charged to income
on a straight line basis over the term of the relevant lease except where another more systematic basis Is
more representative of the time pattern in which economic benefits from the lease asset are consumed.

Foreigh exchange

Monetary assets and llabilities denominated in foreign currencies are translated into sterling at the rates of
exchange ruling at the balance sheet date. Transactions in foreign currencies are recorded at the rate
ruling at the date of the transaction. All differences are taken to profit and loss account, -

All accounting policies have been applied consistently.
Judgements and key sources of estimation uncertainty

in the application of the company’s accounting policies, the director is required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised where the revision affects only that
period, or in the period of the revision and future periods where the revision affects both current and future
periods.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2017

C2

Judgements and key sources of estimation uncertainty o (Continued)

- Key sources of estimation uncertainty

The estimates and assumptions which have a significant risk of causing a materlal adjustment to the
carrying amount of assets and liabilities are as follows. .

Useful economic lives of tangible assets

The annual depreciation charge for tangible assets is sensitive to changes in the estimated economic
useful lives and residual values are re-assessed 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 11 far the carrying amount of the property. plant and equipment,
and note 1.4 for the useful economic lives for each class of assets, -

Inventory provisioning :
The company's products are subject to changing consumer demands and fashion trends. As a result.it is
necessary to consider the recoverability of the cost of inventory and the asscciated provisioning required.
When calculating the inventory provision, management considers the nature and condition of the inventory,
as well as applying assumptions around anticipated saleablhty of finished goods and future usage of raw
materials.

Useful economic life of goodwill -

The annual amortisation charge for goddwnll is sensitive to changes in the estimated.economic useful life.
This is amended when necessary to reflect current estimates, See note 10 for the carrying value and note
1.3 for the useful economic life of goodwill.

Revenue

An analysis of the company's revenue is as follows:

2017 2016 .
- £ £
Revenue analysed by class of business . .
Property services A 47,633,167 37,275,600
2017 2016
£ £
Other signlficant revenue :

Interest income , . - 2,411
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- NOTES TO THE FINANCIAL STATEMENTS (CONT[NUED)
FOR THE YEAR ENDED 31 MARCH 2017

4 Operating loss ’

. 2017 2016
Operating loss for the year is stated after charging/(crediting): o R £
Exchange gains/(losses) - 11,268
Fees payable to the company s auditors for the audit of the company's
- financial statements : 59,998 76,575
Depreciation of owned property, plant and equipment 1,049,029 1,692,368
'Depreciation of property, plant and equipment held under finance leases 23,618 23,823
Profit on disposal of property, plant and equipment (614,239) - (324,171) .
Amortisation of intangible assets 263,849 . 189,393
Cost of inventories recognised as an expense . © 24,905,757 17,476,785
Operating lease charges . 1,636,582 1,340,009

5 Employees

The average monthly number of persons (including directors) employed by the company during the year

was:
2017 2016

Number Number-

. Sales and distribution. - ’ 313 278
Administration ’ .57 - 50
370 328

Their aggregate remuneration comprised: ' )

. 2017 2016

£ £

Wages and salaries ' . | 13,303467 11,081,040
Social security costs : K ’ 1,324,487 1,130,560
Other pension costs ‘ } 162,693 147,970

14,790,647 12,359,570

' 6 Director's remuneration ,
: 2017 2016

£ . £

Remuneration for qualifying services v 232,594 /355,875
Company pension contributions to defined contribution schemes - 4,400 6,900
236,994 362,775
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NOTES .TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2017 ‘

6  Director's remuneration ' ' A ' ' (Continued)

Remuneration disclosed above include the following amounts paid to the highest paid director:

3

2017 2016
£ £
Remuneration for quahfymg services - o 232,594 225,218
Company pension contributions to defined contribution schemes . 4,400 4,400
7 . Investment income
2017 2016
' £ £
" Interest income
Interest on bank deposits - 2,111
Investment income Includes the following:
Interest on financial assets not measured at fair value through profit or loss Co- 2,111 '
8 Finance costs
‘ ’ » 2017 - 2016
: £ £
“Interest on financial liabilities measured at amortised cost: .
' Interest on bank overdrafts and loans (X ,438‘ ’ 9,322
Interest on finance leases an(_i hire purchase contracts c " 11,389 13,995.
A 22,827 23,317
Other finance costs:
Other interest i 6,161 7,746
28,988 .. 31,063
9 Other gains and losses . .
fixed asset investments Co : 2017 2016 -
: £ £
- -Other gains and losses. - .{200) -
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NOTES 7O THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2017

10 Taxation on (loss)/profit on ordinary activities

2017 2016
£ . £

Current tax ) .
UK corporation tax on profits for the current year : : - (142,712)
Adjustments in respect of prior years 166,957 (40,302)
Total currenttax - ) v 156,957 (183,014)
Deferred tax ' .
Origination and reversal of timing differences , ) - 214,013
Total tax charge : : 156,957 - 30,999

The actual charge for the year can be reconclled to the expected credit for the year based on the profit or -
loss and the standard rate of tax as follows:

2017 2016

£ £

Loss on ordinary activities before taxation. (1,921,452) (2,157,918)

Expected tax charge based on the standard rate of corporation tax in the UK ‘

of 19.00% (2016: 20.00%) - (365,076) (431,584)
Tax effect of expenses that are not deductible in determining taxable proﬂt 63,930 56,690

-Adjustments in respect of prior years . - . - (40,302)

Effect of change in corporatlon tax rate - (16,593)
Group relief : 16,994 = 137,076
Deferred tax adjustments in respect of prior years - 83,389
Temporary difference in respect of fixed assets - {32,595) 250,538
Other temporary differences - (1,419)
Temporary difference in respect of losses 473,704 (6,796)
Tax (credit)/charge for the year ' : o 156,957 30,999

3
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1" -

12

'Goodwill »

Cost
At 1 April 2016 and 31 March 2017

Amortisation and impairment
At 1 April 2016
Amortisation charged for the year

At 31 March 2017

Carrying amount

At 31 March 2017

. At 31 March 2016

Property, plant and equipment

Cost
At 1 April 2016
Additions

. Disposals

At 31 March 2017

Accumulated depreciation and
impairment

At 1 April 2016 o
Depreciation charged in the year

Eliminated in respect of disposals

At»31 March 2017

Cérrylng amount
At 31 March 2017

At131 March 2016

Goodwill
£

1,751,189
621,336
263,849

885,185

866,004

1,129,853

. .
Leasehold Plant and Computer Rental assets Total
property machinery . equipment

£ £ £ £ £

636,627 638,834 1,670,773 3,056,112 6,002,346
42,459 11,358 71,725 1472287 1,597,829
(97,561) (1,008,147)  (1,105,708)

679,086 552,63_1' 1,742,498 3,520,252 6,494,467

169,952 512,223 943,405 1,770,867 3,396,447
89,902 49,870 424,544 508,331 1,072,847
- (87,434) - (390,069) (477,503)

259,854 . 474,659 1,367,949 1,889,129 3,991,591

419,232 77,972 374,549 1,631,123 2,502,876

N

466,675 126,611 727;368 1,285,245 2,605,899
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1

12 Property, plant and equipment

iContinued)

The. net carnrying value of tangible fixed assets includes the following in respect of assets held under

-finance leases or hire purchase contracts.

Plant and machinery
Rental assets

Depreciation charge for the year in respect of leased assets

13 Fixed asset lnv"estments

Investments in subsidiaries

Movements in non-current investments

Cost or valuation
At 1 April 2016
Disposals

At 31 March 2017

Carrying amount
At 31 March 2017

© At 31 March 2016
14 Financial instruments

Carrying amount of financial assets
Debt instruments measured at amortised cost

Carrying amount of financial liabilitles
Measured at amortised cost

2017 2016

£ £
- 1,411

155,066 175,202
155,066° 186,703
23,618 23,823
2017 2016
g £

- 200

Shares in

group

undertakings

£

200

(200)

200

2017 2016

€ £
7,035,172 8,401,633
11,757,966 11,845,535
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15 Inventories . '
: 2017 2016

£ £
Finished goods and goods for resale 2,841,842 3,376,950

16 Trade and other receivables
‘ ) - 2017 2016
Amounts falling due within one year: S £ £

- Trade receivables 530,156 3,596,285

Amounts owed by group undertakings .. 4,275,392 3,856,641
Other recelvables . 2,229,624 948,707
Prepayments and accrued income 425,126 180,855

7,460,298 8,592,488

Amounts falling due after one year:

Deferred tax asset (note 22) _ © 1,277 1,277
Total debtors ' _ 7,481,575 8,593,765

Amdunts owed by group undertakings are repay'ab[e: on demand, No interest is péyable, on these loans.

.17  Creditors: amounts falling due within one year

2017 . 2016

Notes . £ £

Bank loans and overdrafts . : 19 . 1,000,000 1,000,000
Obligations under finance leases _ 20 41,055 55,710
Trade payables 3,364,032 5,740,914
Amounts owed to group undertakings oo 3,097,465 - 2,718,033
Corporation tax | ’ . : - 38,496
Other taxation and social security 980,359 - 1,110,817
Other payables ’ : 310,713 - 376,909

Accruals and deferred income . 3,044,701 1,812,873

42,738,325 12,953,752

Amounts due to group undertakings are repayable on demand and interest free.

The loan is secured by a-debenture comprising fixed and floating charge over the assets of the company
and its group companies. ’
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18  Creditors: amoimts falling due after more than one year

Notes

Obligations under finance leases ‘ - 20

19 Borrowings

Bank loans

Payable within one year

2017 2016

£ £
. 41,006
2017 2016
L £
1,000,000 1,000,000
1,000,000 1,000,000

The bank loan is secured by fixed and'ﬂoating chargés over all the assets and undertakings of David

»Phillips Furniture Limited and other David Phillips Group companies.
20 Finance lease obligations
Future minimum lease payments due under ﬁnanée leases: -
Within one year |

In two to five years

- Less: future finance charges.

2017 2016
£ £
41,096 67,052
- " 50,236
41,096 117,288
(41) (20,482)
41,055 96,806

Finance lease payments represent rentals payable by the company for certain items of plant and
machinery. Leases include purchase options at the end- of the lease period, and no restrictions are placed
'on the use of the assets. The average lease term is 5 years. All leases are on a fixed repayment basis and

no arrangements have been entered into for contlngent rental payments.

21 Provisions for liabllitles
: .Note

Deferred tax liabilities 22

2017 2016

£ £

291,328 201,328
291,328

291,328
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22

23

24

25

Doferred taxation

" Deferred tax assets and liabilities are offset where the company has a'legally enforceable right to do so.

The following is the analysis of the deferred tax balances (after offset) for financial reporting purposes:

Liabilitles Liabilities Assets Assets

. 2017 2016 2017 2016
Balances: C : . £ £ £ £
ACAs’ . 291,328 291,328 . ;
Pension contributions ' - - - 1,277 1,277

201,328 291,328 1277 - 1277

There were no deferred tax movements in the year.

The deferred tax asset set out above is expected to reverse within 5 years and relates to the utilisation of
tax losses against future expected profits of the same period. The deferred tax lability set out above is
expected to reverse within 5 years and relates to accelerated capital allowances that are expected to
mature within the same period. . -~

Retirement benefit schemes .
2017 2016

Defined contribution schemes . £ £
Charge to profit or loss: in respect of defined contribution échemes 162,693 147,970

The company cperates a defined contribution pension scheme for all quélifylng employees. The assets of
the scheme are held separately from those of the company in an independently administered fund.

Called up share capital - A o , ~
2017 2016
. £ £
Ordinary share capital '
Issued and fully paid
10 (2016: 10) Ordinary shares of £1 each ‘ 10 10
Other reserves

The Other Reserve in the Statement of Changes in Equnty is a capital contribution reserve. as a result of
equity settled employee benefits in regard to share options granted by the Company to its employees under
its employee share option plan.
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26

27

Flhancla_l commitments, guarantees and contingent liabilities

There is an unlimited composite company guarantee relating to the bank overdraft and bank loans of the
group companies David Phillips Furniture Limited and Occam Wile Limited. At 31 March 2017 the amount
covered by the guarantee was £4,700,000 (2016: £5, 064 425) in respect of bank loans to the immediate
parent company Occam Wile Limited. .

Thers is a debenture comprising fixed and floating charges over all the assets and undertakmg of David

Phillips Furniture Limited.
Operating lease commitments

Lessee
The operating Ieases represent leases of. property ‘and other assets from thlrd parties. The leases are
negotiated over terms of 5-10 years on property and 3-6 years on other assets.

At the reporting end date the company had outstanding commitments for future mmlmum lease payments
under non- cancellable operating leases, which fall due as follows:

) 2017 2016

£ B X

Within one year 1,327,027 986,413
Between two and five years - 3,965,775 .. 2,075,882
In over five years ‘ 3,101,302 511,922

8,394,104 3,574,217
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28

"29

Events after the reporting date

Pre-acquisition funding '

On 3 May 2017, David Phillips Group Limited (‘DPGL") (an indirect parent of the Company) issued
£499,934.80 loan notes under the instrument entered into by DPGL on 28 April 2016 (“2016 Loan .
Instrument”) to investors. Subscribing investors also recelved 6,520 A shares issued by David Phillips

_ Holdlngs Limited ("DPHL", the ultimate parent of David Phillips Furniture Limited).

On 29 June 2017, 5,479,855 preference shares of £1.00 each in the capital of DPHL were re-designated as
547,985,500 A shares of £0.01 each in the capital of DPHL. There was no entitlement to receive payment
of any dividend on these preference shares, as DPHL had not had the requisite distributable reserves. The
re-designation of the preference shares represents a reduction in the DPHL non-current llablhtles by their
nominal amount (£5,479,855.00).

On 29 June 2017, DPGL entered into a secured, fixed rate loan hote instrument (*2017 Loan Instrument”)
with maturity in 2020. Under the 2017 Loan Instrument, DPGL issued loan notes with an aggregate nhominal
value of £1,060,000.00 on 29 June 2017, issued loan notes with an aggregate nominal value .of
£552,005.33 on 14 July 2017, issued loan notes with an aggregate nominal value of £651,710.30 on 21-
July 2017 and issued loan nhotes with an aggregate nominal value of £6,284.37 on 28 July 2017. Following
the above actions, under the 2017 Loan Note Instrument, foan notes of £2,070,000 were Issued to
investors. :

Acquisition

On 18 December 2017 Hamsard 3462 Limited ("BidCo”) acquired 100% of the share capital of DPHL, and
Hamsard 3463 Limited advanced £4,600,000 debt ﬁnancmg to David Phillips Furniture Limited (together
the "Transactlon ).

Following the Transaction, Hamsard 3464 Limited (the "TopCo”) holds 100% of the share capital of the
Group (indirectly, by its subsidiaries).

As part of the Transaction, the 2016 Loan Instrument and the 2017 Loan Instrument were amended .to
remove the payment or accrual of interest to the holders of.these loan notes and to extend their term to
2022, Following.the Transaction, the loan notes issued pursuant to these instruments are all held by the
economic beneficiaries of TopCo. .

Following the transaction TopCo is the sole beneficial owner of David Phillips Holdings Limited and all of its
subsidiaries and none of the Group's borrowings are payable within one year of the transaction.

Related party transactions

Transactions with related parties
During the year the company entered into the following transactions with related parties:
]

Purchase of goods
2017 2016
£
Entities with control, joint control or significant influence over the company 7,510 36,012
Other related parties ; 76,175 76,854
83,685 112,866
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30

. Related party transactions » (Contlnued)

The company is exempt from disclosing other related party transactions as they are with other compames»
that are wholly owned within the group.

The following amounts were outstanding at the reporting end date:

Amounts owed to related

parties
2017 2016
£ N
Entities with control, joint control or signiﬁcant
influence over the company _ 2],012 . 27,012
Other related parties . . _ ' 7,841 -
34,853 27,012

No guarantees have been given or received.

Controlling party
The immediate holding company is Occam Wile Limited. Up until 18 December 2017 David Phillips
Holdings Limited was the ultimate holding company. Consolidated financlal statements for the year ending -

31 March 2017 have been prepared for David Phillips Holdings Limited.

_The company's immediate parent underfaklng is Hamsard 3464 Limited and ultimate parent undertaking
Hamsard 3462 Limited, limited liability companies |ncorporated in England and Wales. No one person has

overall control.

-26 -~




