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Philip Payne Limited

Directors’ report for the year ended 30 June 2017

The directors present their annual report and the audited financial statements of the company for the
year ended 30 June 2017,

Principal activities

The company'’s principal activity during the year was the manufacture, distribution and sale of
specialist lighting equipment and illuminated signs.

Review of business and future developments

The level of business and the financial position at 30 June 2017 were satisfactory and the directors
expect this to continue into the coming year. The company increased revenue by 18.5% resulting in
an operating profit this year of £708,000 (2016: profit of £509,000).

The most significant uncertainties for the business arise from fluctuations in the macro-economic
cycle and the competitive market. In particular, the company’s revenue and profit could be affected
by spending reductions, inflationary pressures and exchange rate risks for purchases of materials
and trade debtors. Wherever possible the company seeks to minimise these risks by diversification
and risk management strategies. Competition within the market is strong with evolving technologies,
products and pricing. The company seeks to minimise these risks by offering innovative solutions
and working closely with customers to satisfy their requirements. Prices are reviewed regularly,
particularly where there is an element of the products made that relies on components priced in
foreign currencies.

The key performance indicators for the business are revenue and operating profit. Revenue
increased by 18.5% (2016: 9%) in the year and operating profit by 39% (2016: 15%). The directors
monitor non-financial areas of the business relating to energy saving and environmental
responsibility, market and product development, customer service and support on a regular basis.
Objectives are set including financial and non-financial targets and these are monitored by the board.

The company has financial risks and seeks to minimise and manage these by incorporating controls
into key functions as part of the normal business operation.

Management reviews prices at least annually to take into account fluctuations in costs in order to
minimise the risk of reduction in gross margin, or loss of market share from lack of competitiveness.

Financial risk management

The company, which is limited by shares, has operations exposing it to a variety of financial risks that
include credit risk and liquidity risk. The company has in place a risk management programme that
seeks to limit adverse effects on its financial performance. The policies set by the directors are
implemented by the company’s management team.

Credit risk

The company has implemented policies that require appropriate credit checks on potential
customers before sales are made. The amount of exposure to any individual counterparty is subject
to a limit, which is reassessed at least annually by the management of the company. Management
reviews the debt profile regularly to minimise the impact of bad debt exposure and the risk of slow-
payment by customers. The company has underwritten a significant part of its customer debt with a
credit insurance policy, which is managed in accordance with Group control procedures.

The company’s cash resources are managed centrally by the parent company in accordance with
their treasury policy apart from a small amount of physical cash and foreign currency, which is held
securely and is subject to agreed internal control procedures. The parent company, FW Thorpe Plc,
manages the risks associated with cash and deposits.



Philip Payne Limited
Directors’ report for the year ended 30 June 2017 (continued)

Financial risk management (continued)

Liquidity risk

The company actively maintains its liquidity risk using operating cash flows, cash equivalents and a
mixture of short and long term inter-company debt that is designed to ensure the company has

sufficient available funds for its operations. The company also has access to intergroup borrowings if
necessary to fund any one off liquidity requirements.

Results and dividends

The profit for the financial year amounted to £574,000 (20186: profit of £423,000), and was
transferred directly to reserves. The dividend paid during the year was £450,000 (2016: £500,000).
The directors recommend the payment of a dividend of £600,000 (2016: £450,000) for the year.

Directors

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

A Thorpe (resigned: 3 July 2017)
D Taylor
C Muncaster

Development activities

The company is committed to development activities in order to maintain its market share in the
lighting components market. These activities encompass constant development of both new and
existing products to ensure that a leading position in the lighting market is maintained.

Statement of directors’ responsibilities in respect of the financial statements

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

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

. select suitable accounting policies and then apply them consistently;

. state whether applicable United Kingdom Accounting Standards, comprising FRS 101, have
been followed, subject to any material departures disclosed and explained in the financial

statements;
. make judgements and accounting estimates that are reasonable and prudent; and
. prepare the financial statements on the going concern basis unless it is inappropriate to

presume that the company will continue in business.

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

The directors are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.
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Directors’ report for the year ended 30 June 2017 (continued)

Directors’ indemnities

As permitted by the Articles of Association, the directors have the benefit of an indemnity which is a
qualifying third party indemnity provision as defined by section 234 of the Companies Act 2006. The
indemnity was in force throughout the last financial year and is currently in force. The parent
Company, FW Thorpe Plc also purchased and maintained throughout the financial year Directors’
and Officers’ liability insurance in respect of itself and its directors.

Statement of disclosure of information to the auditors
The directors confirm that:

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

b) the directors have taken ali the steps that they ought to have taken as directors in order to make
themselves aware of any relevant audit information and to establish that the company's auditors
are aware of that information.

Independent Auditors

The Company has chosen not to hold annual general meetings. Subject to the receipt of any
objections as provided under statute or the Company’s Articles of Association, the Company is
relying on the provisions as provided in section 487 of the Companies Act 2006 for the deemed
reappointment of PricewaterhouseCoopers LLP as auditors.

Going concern

The directors confirm that they are satisfied the company has adequate resources to continue in
business for the foreseeable future. For these reasons, the directors continue to adopt the going
concern basis in preparing these financial statements.

Small company exemption

The directors’ report has been prepared in accordance with the special provisions relating to small
companies within Part 15 of the Companies Act 2006. The Company has also taken advantage of
the exemption available to it not to prepare a strategic report.

On behalf of the Board

O

C Muncaster
Director

16 November 2017



Philip Payne Limited

Independent auditors’ report to the members of Philip Payne
Limited

Report on the audit of the financial statements
Opinion
In our opinion, Philip Payne Limited's financial statements:

= give a true and fair view of the state of the company’s affairs as at 30 June 2017 and of its
profit for the year then ended;

= have been properly prepared in accordance with United Kingdom Generaily Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 “Reduced
Disclosure Framework”, and applicable law); and

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

We have audited the financial statements, included within the Annual report and financial statements
(the “Annual Report’), which comprise: the balance sheet as at 30 June 2017, the income statement
and statement of comprehensive income, the statement of changes in equity for the year then
ended; and the notes to the financial statements, which include a description of the significant
accounting policies.

Basis for opinion

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

Independence

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

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which 1ISAs (UK) require
us to report to you when:

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

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

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

Reporting on other information

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

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If we identify an apparent material inconsistency or material misstatement, we
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Independent auditors’ report to the members of Philip Payne
Limited (continued)

are required to perform procedures to conclude whether there is a material misstatement of the
financial statements or a material misstatement of the other information. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report based on these responsibilities.

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

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

Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the
Directors’ Report for the year ended 30 June 2017 is consistent with the financial statements and
has been prepared in accordance with applicable legal requirements.

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

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

As explained more fully in the Statement of directors' responsibilities set out on page 2, the directors
are responsible for the preparation of the financial statements in accordance with the applicable
framework and for being satisfied that they give a true and fair view. The directors are also
responsible for such internal control as they determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

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

Auditors’ responsibilities for the audit of the financial statements

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

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

Use of this report

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

' '-Other requir'ed»reporting
Companies Act 2006 exceptlon reportmg ,
. Under the Companies Act 2006 we are required to report to you |f in our oplnlon
we have not received all the information and explanatlons we require for our aUdit' or

. adequate accountlng records have not been kept by the company, or returns adequate for
our audlt have not been recelved from branches not visited by us; or .

certain dlsclosures of d|rectors remuneration specnﬁed ,by law are not made; or
. the financial statements.are not in agreement with the accounting records and returns.
- We have no exceptions to report arising from this reaponsibility. ’

Entitlement to exemptions

: ; Under the Companies Act 2606 we are req‘wred to‘repdrt to you if, in our opinron the directors were

not entitled to take advantage of the small companies exemption from preparing a strateglc report.
We have no exceptions to report arlsmg from thls responsublllty .

David Teager (Semor Statutory Audltor)
- forand on behalf of PrlcewaterhouseCoopers LLP.
Chartered Accountants and Statutory Audltors
Blrmlngham ‘ oo C ’ - ‘ ‘ {
16 November 2017 | ‘ '

e



Philip Payne Limited

Income statement
for the year ended 30 June 2017

2017 2016
Continuing operations Note £000 £'000
Revenue 2 3,013 2,542
Cost of sales (1,434) (1,243)
Gross profit 1,579 1,299
Distribution costs (189) (195)
Administrative expenses (697) (612)
Other operating income 2 15 17
Operating profit 768 509
Finance income 4 1 2
Profit before income tax 709 511
Income tax expense 5 (135) (88)
Prdfit for the financial year 574 423

All income derives from continuing operations.



Philip Payne Limited

Statement of comprehensive income
for the year ended 30 June 2017

2017 2016
Note £000 £'000
Profit for the financial year 574 423
Other comprehensive income
Items that may be reclassified to profit
Deferred taxation 13 3 1
Total comprehensive income 577 424

All comprehensive income is attributable to the owners of the company, and derives from continuing
operations.



Philip Payne Limited

Balance sheet as at 30 June 2017

2017 2016

Note £'000 £'000
Non-current assets
Property, plant and equipment 6 230 154
Intangible assets 7 130 131
'fotal non-current assets , 360 285
Current assets
Inventories 8 508 401
Trade and other receivables 9 1,401 1,297
Cash and cash equivalents 4 14
Total current assets 1,913 1,712
Total current liabilities 10 (761) (609)
Net current assets | 1,162 1,103
Total assets less current liabilities 1,612 1,388
Total non-current liabiliities 11 (23) (26)
Net assets 1,489 1,362
Equity
Called up share capital 14 - -
Retained earnings 1,489 1,362
To-tal equity 1,489 1,362

The financial statements on pages 7 to 22 were approved by the Board of Directors on the below
date and were signed on its behalf by:

C Muncaster
Director Registered number 1361523

16 November 2017



Philip Payne Limited

Statement of changes in equity for the year ended 30 June 2017

Called up Retained Total
share earnings equity
capital

£000 £000 . £'000

Balance at 1 July 2015 - 1,438 1,438

Profit for the financial year . 423 423

Deferred tax arising from rate change 13 - 1 1

Total comprehensive income - 424 424
Transactions with owners

Dividends paid to shareholders 15 - (500) (500)

Balance at 30 June 2016 - 1,362 1,362

Balance at 1 July 2016 - 1,362 1,362

Profit for the financial year - 574 574

Deferred tax arising from rate change 13 - 3 3

Total comprehensive income ) - 577 577
Transactions with owners

Dividends paid to shareholders 15 - (450) (450)

Balance at 30 June 2017 - 1,489 1,489




Philip Payne Limited

Notes to the financial statements for the year ended 30 June 2017

Summary of significant accounting policies
The principal accounting policies, which have been applied, are set out below.
General information

Philip Payne Limited (the Company) is a private limited company incorporated and domiciled in the
United Kingdom under the Companies Act 2006. The Company's registered address is Merse Road,
North Moons Moat, Redditch, Worcestershire, B98 9HH.

Basis of preparation

The company has prepared the financial statements using FRS101 ‘Reduced Disclosure
Framework’. Therefore the recognition and measurement requirements of EU-adopted IFRS have
been applied, with amendments where necessary to comply with Companies Act 2006.

Where required, equivalent disclosures are given in the FW Thorpe PLC group financial statements.

The company has adopted all IFRS adopted in the EU, with the exception of the disclosure
exemptions listed below. The company and Group has not early adopted any other standards or
interpretations not yet endorsed by the EU.

The financial statements are prepared on the going concern basis, under the historical cost
convention and in accordance with the Companies Act 2006 as applicable to companies using
FRS101. The accounting policies set out below have been consistently applied.

Disclosure exemptions adopted

The company has taken advantage of the following disclosure exemptions permitted under FRS 101
in relation to the following:

The requirement in paragraph 38 of IAS 1 Presentation of Financial Statements to present
comparative information in respect of paragraph 73(e) of IAS 16 Property, Plant and Equipment, and
paragraph 118(e) of IAS 38 Intangible Assets;

The requirements of paragraphs 134 to 136 of lAS 1 Presentation of Financial Statements to present
information on the Company's capital management;

The requirements of IAS 7 Statement of Cash Flows;
The requirements of IFRS 7 Financial instruments: Disclosures;

The requirements of paragraphs 30 and 31 of IAS 8 Accounting policies, changes in accounting
estimates and errors to present disclosure of new standards and interpretations that have been
issued but not yet effective;

The requirements in IAS 24 Related Party Disclosures to disclose related party transactions entered
into between two or more members of a Group.

Revenue recognition

Revenue is recognised upon delivery and acceptance by customers of products in the year.
Revenue is shown net of value added tax and discounts.
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Notes to the financial statements for the year ended 30 June 2017
(continued)

Summary of significant accounting policies (continued)
Intangible assets
Development costs

The company undertakes development activities on an ongoing basis. Part of these costs relate to
projects where the benefit is received in the short term (less than one year) and part relates to longer
term projects where the benefit is expected to be received for several years to come. Costs
associated with the shorter term activities are expensed as and when they are incurred. Costs
associated with the longer term projects are capitalised as an intangible asset and amortised over
the expected life of the benefit, generally at 33.33% per annum, commencing when the asset is
available for use within the business. Development assets are recognised as intangible assets when
the following criteria are met:

- Itis technically feasible to complete the intangible asset so that it will be available for use;

- Management intends to complete the intangible asset and use or sell it;

- There is an ability to use or sell the intangibie asset;

- It can be demonstrated how the intangible asset will generate probable future economic benefits;

- Adequate technical, financial and other resources to complete the development and to use or sell
the intangible asset are available; and

- The expenditure attributable to the intangible asset during its development can be reliably
measured.

. Other development expenditures that do not meet these criteria are recognised as an expense as
incurred.

- Development costs previously recognised as an expense are not recognised as an asset in a
subsequent period.

. The economic success for development activities is uncertain and carrying amounts are reviewed
at each balance sheet date for impairment in accordance with IAS 36.

. Development assets are valued at cost less accumulated amortisation and any impairment losses.
Software costs

Software costs are stated at cost less accumulated amortisation and impairment where applicable.
Amortisation is calculated on a straight-line basis to write down the cost less estimated residual
value over its useful life. The amortisation rates are between 20% and 50% per annum.

Dividend distribution

Dividend distributions to the company’s shareholder are recognised as a liability in the company’s
financial statements in the period in which the dividends are approved by the company’s
shareholder.

Property plant and equipment

Tangible fixed assets are stated at historical purchase cost less accumulated depreciation. Cost
includes the original purchase price together with the costs attributable to bringing the asset to its
working condition for its intended use.

Depreciation is calculated on a straight line basis to write off the cost of assets over their useful life
as shown below:

Plant and machinery 3to 10 years
Office furniture and equipment 3to 10 years
Motor vehicles 4 years

12
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Notes to the financial statements for the year ended 30 June 2017

(continued)

Summary of significant accounting policies (continued)
Inventories

inventories are valued at the lower of cost and net realisable value. Cost is determined by the first in,
first out method (FIFO). The cost of work in progress and finished goods comprises the cost of raw
materials, direct labour and other direct and related production overheads, relating to the normal
level of activity.

Net realisable value is the estimated selling price in the ordinary course of business, less the costs of
completion and selling expenses. Provision is made against the cost of slow moving, obsolete
inventory lines based on the estimated recoverable amounts.

Debtors

Trade debtors are carried at originai invoice amount less an estimate made for doubtful debts based
on a review of all outstanding amounts of the year end. Bad debts are written off when identified.

Deferred taxation

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at
the balance sheet date, where transactions or events that result in an obligation to pay more tax in
the future or a right to pay less tax in the future have occurred at the balance sheet date.

A net deferred tax asset is recognised as recoverable only when, on the basis of all available
evidence, it can be regarded as more likely than not that there will be suitable taxable profits against
which to recover carried forward tax losses and from which the future reversal of underlying timing
differences can be deducted.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which
the timing differences are expected to reverse, based on tax rates and laws that have been enacted
or substantively enacted by the balance sheet date. Deferred tax is measured on an undiscounted

basis.
Pension obligations

The company participates in the Group’s multi-employer defined benefit/contribution hybrid scheme
of which the scheme assets and liabilities can’'t be accurately separated for each participating
company. The pension cost represents contributions during the period to the Group scheme, the
level of which is based on the recommendation of the actuary, adjusted for any prepaid or accrued
pension costs. Details of the scheme can be found in the financial statements of FW Thorpe Plc.

Leases

Leases, where a significant portion of the risks and rewards of ownership are retained by the lessor,
are classified as operating leases. Payments made under operating leases are charged to the profit
and loss account on a straight line basis over the period of the lease.

Warranty

The company recognises a provision for the estimated cost to repair or replace products still under
warranty at the balance sheet date. The provision is calculated based on past history of the level of
repairs and replacements.

Foreign currency translation

Monetary assets and liabilities denominated in foreign currencies are translated at the rate ruling at
the balance sheet date. Exchange differences arising on translation and/or settlement are charged to
the profit and loss account where incurred.



Philip Payne Limited

Notes to the financial statements for the year ended 30 June 2017

(continued)

Summary of significant accounting policies (continued)
Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances. :

The company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below.

Development costs

The company undertakes development activities and the commercial viability of these activities are
assessed on a continual basis. The company makes assumptions about the future value of the work
based on past experience of similar development projects and the feedback from the marketplace
about future expectations for technological development. The company seeks to minimise the risk of
product development failure by engaging with others to overcome technological difficulties and by
regularly assessing the expectation of the market.

Revenue

The revenue and profit before income tax are attributable to one activity, the manufacture and
distribution of low energy lighting equipment in the UK.

The profit before income tax is stated after charging/(crediting):

2017 2016

£'000 - £'000
Auditors’ remuneration for audit services (inclusive of out of pocket
expenses) 10 10
Depreciation of property, plant and equipment 54 52
Amortisation of intangible assets 58 51
Profit on disposal of tangible fixed assets _ (19) (12)
Research and development expenditure credit (15) (17)
Operating leases — land and buildings 43 43

Amortisation of intangible assets relates to internally generated development costs and is charged to
administrative expenses.

Other operating income consists of the research and expenditure credit of £15,000 (2016: £17,000).
This is a credit provided by the UK government for carrying out research and development. In prior
years this credit was included as a deduction from the tax expense.
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Notes to the financial statements for the year ended 30 June 2017

(continued)

3 Directors and employees

2017 2016
£'000 £'000

Staff costs:
Wages and salaries 818 743
Sacial security costs 90 68
Other pension costs (note 17) 58 54
966 865

The monthly average number of directors and employees employed by the company during the year

is set out below:

2017 2016
By activity Number Number
Production 11 9
Selling and distribution 2 2
Administration 9 8
22 19
Directors’ emoluments

Remuneration in respect of the directors was payable as follows:
2017 2016
£°000 £'000
Aggregate emoluments | 223 174

Retirement benefits are accruing to one director (2016: one) under a defined benefit scheme.
The emoluments of the highest paid director were £223,000 (2016: £174,000) with £35,000 (2016:

£28,000) being contributed to FW Thorpe retirements benefits scheme.

The other directors of the company are also directors of FW Thorpe Plc and received emoluments
from that company and did not receive any emoluments in respect of their services to the company
(2016: nif). Disclosure of the total emoluments of the directors of FW Thorpe Plc are made in the
financial statements of FW Thorpe Plc. It is not possible to allocate the emoluments attributable to

the company of those directors.
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Notes to the financial statements for the year ended 30 June 2017

(continued)

4 Finance income

2017 2016
£'000 £000
Amounts due from parent company 1 2
5 Income tax expense
The tax expense is based on the profit for the financial year:
2017 2016
£'000 £000
Current tax:
UK corporation tax on profit for the year 139 107
Adjustments in respect of previous years (2) (23)
Total current tax 137 84
Deferred tax:
Origination and reversal of timing differences (note 13) (2) 4
Total deferred tax (2) | 4
Tax on profit on ordinary activities 135 88

The tax assessed for the year is lower (2016: lower) than the standard rate of corporation tax in the
UK of 19.75% (2016: 20.00 %). The differences are explained below.

2017 2016
£'000 £'000
Profit on ordinary activities before tax 709 511
Profit on ordinary activities multiplied by the standard rate in the UK
19.75% (2016: 20.00%) 140 102
Accelerated capital allowances and timing differences (3) 9
Adjustments in respect of previous years (2) (23)

Tax expense for the year 135 88
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Notes to the financial statements for the year ended 30 June 2017

(continued)

5 Income tax expense (continued)

The change to the UK corporation tax rate from 19% to 17% from 1 April 2020 was substantively
enacted on 6 September 2016 with deferred tax balances being re-calculated to reflect this change.

6 Property, plant and equipment

Office
furniture
Plant and and Motor
machinery equipment vehicles Total
£'000 £'000 £'000 £'000
Cost
At 1 July 2016 265 174 103 542
Additions 93 10 27 130
Disposals 21) - (23) (44)
At 30 June 2017 ' 337 184 107 628
Accumulated depreciation
At 1 July 2016 200 142 46 388
Charge for the year 21 8 25 54
Disposals (21) - (23) (44)
At 30 June 2017 200 150 48 398

Net book value
At 30 June 2017 137 34 59 230

At 30 June 2016 65 32 57 154
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Philip Payne Limited

Notes to the financial statements for the year ended 30 June 2017

(continued)

Intangible assets

Development

costs Software Total
£'000 £'000 £'000
Cost
At 1 July 2016 210 10 220
Additions 57 - 57
Disposals - - -
At 30 June 2017 267 10 277
Accumulated amortisation
At 1 July 2016 80 9 89
Charge for the year 57 1 58
Disposals - - -
At 30 June 2017 137 10 147
Net book value
At 30 June 2017 130 - 130
At 30 June 2016 131 - 131

Development costs are longer term projects where the benefit is received for several years to come.
Amortisation of £58,000 (2016: £51,000) is included in administrative expenses.

Inventories -
2017 2016
£'000 £'000
Raw materials and consumables 442 316
Work in progress 40 35
Finished goods and goods for resale 26 50
508 401

The cost of inventories recognised as an expense and included in cost of sales amounted to
£988,000 (2016: £854,000). The amount of write-down in inventory to net realisable value is £nil

(2016: £nil).
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Notes to the financial statements for the year ended 30 June 2017

(continued)

9 Trade and other receivables

2017 2016
£'000 £000
Trade receivables 425 442
Amounts owed by Group undertakings 31 -
Amounts owed by parent company 910 813
Prepayments and accrued income 35 42
1,401 1,297

Amounts owed by Group undertakings are unsecured, interest free and are repayable on demand.
Amounts owed by the parent company in relation to cash balances generate interest in-line with the

Group's deposit facilities.

10 Trade and other payables

2017 2016

£000 £000

Trade payables v 290 278
Amounts owed to Group undertakings - 12
Amounts owed to parent company 12 9
Corporation tax 121 65
Other payables 2 -
Accruals and deferred income 224 153
Other taxation and social security 112 92
| | 761 609

Amounts owed to Group undertakings and parent company are unsecured, interest free and
repayable on demand.

11 Non-current liabilities

2017 2016

£°000 £000

Provisions for liabilities and charges (note 12) 2 -
Deferred tax liability (note 13) 21 26

Non-current liabilities 23 26
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(continued)

12 Provisions for liabilities and charges

Warranty provision 2017 2016
£'000 £000
At 1 July 2016 - -
Additions in the year 2 -
At 30 June 2017 2 -
13 Deferred tax asset/(liability)
2017 2016
£000 £000
Deferred tax asset - -
Deferred tax liability 21) (26)
Net deferred tax liability (21) (26)
Accelerated  Research & Total
tax development
depreciation costs
£'000 £000 £'000
At 1 July 2015 2 (25) (23)
Charged to Income statement (note 5) (2) (2) (4)
Credited directly to equity (restated) . 1 1
At 1 July 2016 - (26) (26)
Credited to Income statement (note 5) 1 1 2
Credited directly to equity - 3 3
At 30 June 2017 1 (22) (21)
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14 Share capital

2017 2016
£ £

Allotted and fully paid:
100 ordinary shares of £1 each (2016: 100 ordinary shares of £1 each) 100 100

There were no shares issued during the year (2016: nil)
15 Dividends

Dividends paid 2017 2016
£'000 £'000
Dividends paid for the year £4,500 per share (2016: £5,000 per share) 450 500
Dividends proposed 2017 2016
£000 £000
Proposed dividend for the year of £6,000 per share (2016: £4,500 per 600 450

share)

Proposed dividends are not paid or formally approved at the year end and hence have not been

recognised within the 2017 balance sheet or reserves.

16 Commitments
(a) Capital commitments
At 30 June 2017, the company had no capital commitments (2016: £nil).

(b) Operating lease commitments

The company leases its premises from its parent company, FW Thorpe Plc with the lease renewable
each year. The future aggregate minimum lease payments under non-cancellabie operating leases,

are as follows which all relate to land and buildings, expire:

2017 2016
£'000 £000
Within one year 43 42
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17 Pension scheme

The company participates in the Group multi-employer defined benefits/defined contribution hybrid
scheme in the UK operated by the parent company FW Thorpe Plc with identification of individual
company shares of assets and liabilities not being pos5|ble This is a funded scheme with the assets
held in a separate trustee administered fund.

There is no contractual arrangement for charging the net defined benefit cost of this scheme
between companies that participate in the scheme. As a result, the net defined benefit cost of the
scheme is recognised in the financial statements of the sponsoring employer, FW Thorpe Plc.

Details of the FW Thorpe Plc Pension and Life Assurance Scheme and the most recent valuation are
disclosed in that company’s annual report and financial statements for the year ended 30 June 2017.

The contributions made by the company for members of this scheme during the year totalled
£43,000 (2016 £36,000). There are no prepaid or accrued amounts.

From April 2014 the company has provided an auto-enrolment pension scheme, administered
independently of the FW Thorpe pension scheme. Contributions to the auto-enrolment scheme
amounted to £14,000 (2016: £13,000).

18 Related party transactions and balances

The company is included in the consolidated financial statements of FW Thorpe Plc and the financial
statements of the Group are publicly available.

The company has taken advantage of the exemption allowed by FRS101 ‘Related Party Disclosures’
not to disclose transactions and balances with fellow wholly owned Group undertakings of FW
Thorpe Plc in these financial statements.

There are no other related parties.

19 Ultimate parent company and controlling party

The directors consider FW Thorpe Plc, a company registered in England and Wales to be the
ultimate parent company and controlling party by virtue of its interest in the share capital of the
company.

Copies of the parent's consolidated financial statements being the smallest and largest financial
statements to contain the company's numbers may be obtained from The Secretary, FW Thorpe Plc,
Merse Road, North Moons Moat, Redditch, Worcestershire, B98 9HH.
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