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Chairman's

Statement

These are the results of the Group for the 52 weeks ended 27 April 1991,

Turnover was £620.7m which is 4.3% up on £594.9m for the previous
year. Trading profit (as shown in note 2 1o the accounts) was £48.6m
compared to £50.9m which is down 4.5%. However Operating profit
after propenty disposals was £46.8m compared te £550m which is down
14.9%. This was disappointing but due to inevitable increases in space

related costs partially offset by margin improvemenits.

Net interest costs rose to £69.5m compared to £56.1m, The reasons for

this are explained in more detail in the business review.

For MFI the recession began early in 1989. In its early stages its Effecl was
to reduce cash flow and profits. The impact of the recession was
compounded by our need to service over £500m of debt, JImmediate
corrective action was taken to enable the business 1o survive, We then
focused on a total review of our business operations, closely allied to a
significant’ cost saving effort. Every single aspect of the business has been
examined and considered. No area has been left undisturbed and no

question has been left unasked.

In particular great emphasls has been given to the development and
enhancement of our internal systems to give greater control and efficiency
in all parts of the business. We are already seeing the benefits of this work

but huge potential still exists and we will continue to exploit it.

The link between our manufacturing, distribution and retail operaticns
has matured so that the business continues to become more integrated.
During the year we
manufactured 55% of our
retail sales at our own Hygena
and Schreiber factories and as
aresult we have been able 1o

guarantee improved quality

and service,
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TR Al the same time our short production lead times mean we can adjust
e e ’ manufacturing more rapidly to changes in demand, Where we use
A : * 5 ’“'1" oultside suppliers we search for quality, reliability of supply and value
Y :.‘.' e for money. t am pleased that in most cases this means British suppliers, _
. ‘ 3 ’::‘f s and as a result over 85% of our product is now manufactured in the UK. .
: 'q:" a5 \ K .'J ] )
v I e it ‘:': g During the year we also targeted areas of growth for the future. This
i -'»'":' Y o included developing new and improved store formats, developing our .
*‘.1. "y product range and the introduction of our new
M:“ i o Pronto self service concept,
.,;‘.:.-["“"&':e\z” ey
S o i believe that the business has developed
4“‘:' 1 - :‘:-":'- ; beyond all recognition. Qur market share has
":;ﬂ.:"_ a e ..' u‘h increased in all core products and our
Rt . ' j opeational efficiency continues to improve,
> :’. "3 I h
: '_'_; “" “ “\ In the second half of the year it becarne ‘
i ‘:f»“ 3 e increasingly apparent that the recession was likely te continue for some '
! N k".‘,, ‘ ’g ¢ time and it was appropriate to retain funds withjn the business, As a
e QSR result we reac.hed agreement with our bar']ks in April to reschedule debt '
' : § ';'“‘"‘.“‘:; o . repayments on our Management Buyout funding sa tnat no debt )
" ' Y . repayments will now fall due before Aprii 1992, ' ) '
e X ' . . '
’;’E—:"" " _ 2 The period since early 1989 has been a time of major change and it is
"' ",_:ﬁ : T y greatly to the credit of all our employees that the business has succeeded:
2»,»;' L ' o J‘:" ' in moving forward, Staff morale is strong, there js a high 'evel of optimism
N: ; - i “ -and great expectations within the Group, | am both proud and grateful
. ‘ e for the continued support and enthusiasm of a totally dedicated '
':’ 5, - :T workforce, Togelher with our strong and dedicated management team we
"', 2 ‘?, will meet the challenges of the future, .
‘ . 1:1'« S L \ % %—‘-’:‘:.:_____
e . DS Hunt
el Chairman 10 July 1991
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The combined force of recession and our debt

burden was the catalyst for producing new operating
solutions and stimudating trading developments,

We have sought-new solutions to maintain and
improve the business and we have also established
.the foundations for future growth. This is an
ongc{ing process which even today uncovers new

opportunities,

RECESSION AND DEBT
The challenge facing management was created by a
special set of ¢ircumstances:
® The impact of the economic recession
. ® Asharp decline in consumer purchasing
confidence, with the furniture market under
particularly strong pressure -
® High interest commitments increasad by:
- £50m element of our debt becoming
interest bearing
- £155m of debt converting from fixed rates
to higher floating rates

- The expiry of £85m of favourable interest hedging

This was an environment which endangered the very

existence of the Group,
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NEW OPERATING SOLUTIONS
The first step in meeting this challenge involved a much tighter focus on our business
operations and targets, All our decisions were therelore aimed at malnfaining the
necessary infrastructure to achieve
our goals and to allow a controlled

reduction of our cost base,

The key elements involved:

® Cast Control
The store opening programme, committed to at the
time of the Management Buyoul, has resulted in
increased space related costs,
This programme was completed during the period
and all further store openings are now
discretionary. A rigorous cost control exercise has

reduged variable costs.

1,




® Human Resources
A thorough review of manniné levels throughout
all areas was undertaken resulting in major
redeployment of staff from less efficient and

declining operations to key areas of development,

® Operations Review
The controlled closure of loss making elements

of the business, notably the directly owned

Hygena boutiques in 58 WH Smith Do It All Stores -
and the turn round of marginally performing
operations will improve the trading performance

of the Group,

® Control of Capital Expenditure
Capital expenditure has been minimised
throughout the year, whilst maintaining the store

netwark and the manufaciuring operation.

¢ Control of Cash Flow
More frequent and accurate cash flow forecasting
has led to more efficient

_ use of working

capital resources.
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TRADING DEVELOPMENTS
Having ensured our survival it was then necessary to
trn our attention to the structure of the business to
enable it to prosper in the future. It was recognised that
major trading developments were required to maximise
our potential and these have taken a number of forms

throughout the business:

@ [mproved Space Utilisation

We have introduced new store formats incorporating

lpgonre o - ¢ I\ developments including the revilalisation of

some of our older stores,
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AW, many new leatures which show higher sales per
33 g: . square foot compared 1o the rest of the network.
L - e . P
o P E % The success of this format, which includes a much
R .
>y L ‘A‘Z =" (] . - 1 v
=, Mt S {8} superior store presentation in line with customer .
W o W5 T
o o ' expeciations and the self service Pronto
S >
X " . concept, provides a basis for fuure store
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? Produce Development
We have continued 10 improve
tha quality ang style of oyr
Yraditional corg product armgs.
Kitchens ang Bedraoms, ag well
as our other fumnjy e sectors,
notably begds, sigid uphelstery

and office furnityre,

ATk

Signliicant markeq share gains

have beep achieved in aly of

these areas and, where heds

and upholstery are concerned,

in an extrem ely short period of fime, Oy, development of sel

I} v 4
f-service, high volume, y
3
etcasional frnitup through our new Prontg format and aur continyed expansion *
. ]
intg co-ordinate) textiles provides great potential,

® Systermns Development

Cantinufng“imprmremems fwoughout the year

have enabled the Group 1o provide a more
efficient cost-effective service to all areas

of the businegs and ultimately to the custar .ar,
This has bepy, particufarly advantageous in
invenin, y management andin ensuring more

efficient cantro) throughout the supply chain,
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® Marketing
The devetopment and implementation of a
branding strategy where Hygena and Schreiber
are supported by complementary brands has
resulted in our customers having a greater

awareness of our product range. External market

research supparts the current developments and

highlights opportunities for the improvement of

1.raduct ranges, brands and their instore

presentation.

# Personnel Demﬁ:pment
! Training throughout all sectors of the business is

given a high priority, This supports our staff

praduct knowledge, management development

and CustomEr Service.

© Manufacturing

The manufacturing operations of the business

continue to demonstrate thelr adaptability and this

has been a major strength during the E‘ECESSIIOH.
Despite the need lo contain costs there were
con!inued advances in product dev lopment, with both Mygena and Schreiber having
now attained the BS 5750 mark of excellence far their quality management systems.

These advances have enabled the Group to pursue its desire to improve sales by

providing the guality and complexity of merchandise required by the custorner,

We have co nued to increase the participation of Group manufactusng in our retail

sales, This . 5 notonly led 1o improved confidence in quality but also greater control
over the su Jly chain. .
Tha successiul integration of our retail and manufacturlng operations will continue to

provide advantages in the future.




@ Distribution
Slgniﬁcantimprovemems in our distribution
natwork have led to reductions in product supply
lead times. Furiher fmprovements are now being

achieved which in turm will give better service 0

MF gustomers.

All these developments have been imptemented
throughout the year within a trading chmate which -

is more severe than ever previously experienced.

Whilst MF} management continue to pursue

solutions to probiems caused by the current

economic conditions. the trading developments
already implemented are ou investment for the

future. Good man agement and sound financial

control have epabled usto yrade successfully

through the recession.




The directors present their repart and audited accounts forthe 52 weeks ended 27 April 1991,

Principal Group Activities, Business Review and Results

The principal activily of MFI Furaiture Group Limited and its subsidiary undertakings is the
manufacture and sale of furmiture,

Ateview of the develapment and activities of the business of the Group is contained in the
Chairman’s Statement and Business Review on pages 2 (o 1.

The results of the Group are set out in detai! on page 16 and in the accompanying notes.

Directors

" The directors of the Company at the dat of this report are shown on page 1.

P ALaitisadirectorof Phitiptait & Co Lin.'ﬂled and has aminority interest in the share capital
of that company. During the period ended 27 April 1991 purchases of stock in the ordinary
course of business of £99m were made from Philip Lait & Co Limited,

With this exception, no director of MF) Furniture Group Limited has a material interestinany
contract or arrangement entered into by MFI Furniture Group Limited orany of its subsidiary

undertakings.

.Directars’ interests
Beneficial interests of the directors, including family interests, in the share capital of the

Campany at 27 Apeft 1391 and 28 April 1990 are set out below.

“A" Ordinary Canvertible Deferred  * Convertlble

Shares of Preferred Shares Subordinated

. 1 pente Otdinary of 1 peace Unsecured

Shares of loan stotk

» pence 1997(!:1

0 5 Hunt 3,949,800 - 6,319,680 - -
J1 ©Connell 2,966,700 - 4,746,720 o~
} D Randall 2,966,700 - —_- 4,746,720 —_
D M Brock 2,966,700 — 4,746,720 —~
) Dick 2,966,700 . - 4,746,720 —_~
M Goodhew 2,966,700 - 4,746,720 -_
D Glove 2,966,700 — 4,746,720 ~
T) Tellett 175,906 19,026 324,440 1,140

)
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Inaddition PhilipLait(international) Ltd, of shich PA Laitisa director and majority shareholder,
holds 34,840 “A” Ordinary Shares of 1 pence each, 731,800 Convertible Preferred
Ordinary Shares of 1 pence each, 1,535,360 Deferred Shares of 1 pence each, 203,750
Redeemable Convertible Cumulative Preference Shares of £1 each and £39,672

Conwvertible Subordinated Unsecured Loan Stock 1997.
There have been no changes in directors’ holdings since 27 April 1991,

D5 Hunt, ] ] O'Connell, D M Brock and } D Randall are trustees for the MFI Share Trust
of 827,500 A" Ordinary Shares of 1 pence each and 1,324,000 Deferred Shares

of 1 pence each.

Dividends and Transfers to Reserves

Shareholders’ approval was obtained to defer payment of d.ividends due on 31 Oclober
1989, 30 April 1990 and arising for the period from 1 May 1990 to 6 August 1990 in
respect of the Redeemable Convertible Cumulative Preference Shares until the eartier of
31 Qctober 1993 or the sale or flotation of the company. Dividends not paid are
increased at a rate of 7828% per annum (net of any associated witholding tax)
compounded on 30 April and 31 October of each year.

The amount charged to reserves in respect of these dividends was

£44m (1990-£12.3m),

No dividends were denclared or paid in respect of the “A” Ordinary, Deferred and

Convertible Preferred Ordinary Shares,-

Articles of Assaciation

‘New Articles of Association were adopted on 17 August 1990 which changed the

entiflement of Redeemable Convertible Cumulative Preference Shareholders 1o receive

- dividends after 6 August 1990. Dividends in respect of the period beginning on 7 August

1990 may only be declared by the Board of Directors when certain conditions are met,
namely, that the Company has met the financial covenants as set out in the syndicated
Secured Credit Facility Agreement, as amended by the Supplemental Agreement dated

Continued on next page




Continued fram previous page

15 August 1989, and would have met siich covenants had the dividends been paid or the
Company has repaid all amounts due and discharged all ebligations under that Agreement
{as 2amended from time lo time), the £50m Secured Loan to the Company and the loan to the
trustees of the MFi Group Employee Benefit Trust, Under cenain other circumstances the

dividend may not be declared without the consent of the Banking Syndicate.

Debt Rescheduling

On 26 April 1991 agreement was reached with the Banking Syndicate to defer all term debt
repayments under the syndicated Secured Credit Facility Agreement for 12 months with the
exception of the last 2 instalments whig:h will fall due on 30 April 1996, the maturity d?te of
the loan. In addition the Revolving Credit and Overdraft (acifities under that syndicated
Secured Credit Facility Agreement, the £50m Secured Loan to the Company and the loan to

the trustees of the MFI Group Employee Benefit Trust were extended for 12 months,

Employtes

The ave-age number of emplovees and their ;ernuneration are shown Int note 4 ta the
accounts,

Itis the Group's policy fo actively encourage employee involvement as the directors consider
that this is essential for the successful running of the business. The Group has therefore
maintained its established system of keeping employees informed of perdormance,
development and progress by way of the in-house newspaper, MF| Group News, and has
widely distributed information bulletins,

The Group's aim is to meet the chjectives of the code of practice on the employment of
disabled people, Full and fair consideration is given to disabled applicants for employment
and training and career development opportunities are available 1o all employees. it remains
policy to retain employees who may have become disabled whilst in service and (o provide

appropriale training,

Fixed Assets

Particulars of changes in the fixed assets of the Group are shown In note 13 1o the accounts,




Research and Development
Itis the Group's policy to Invest in product innovation and process improvements so as L

enable it to retain and enhance its market position.

Donations
Daonations to charitable organisations during the period amounted to £127,000
(1990 - £52,000).

Close Company
MFI Furniture Group Limited is not a clpse compahy for taxation purposes under the
Income and Corporation Taxes Act 1988 and there has been no change in this respect

since 27 April 1991,

Aud!tcr§ :

KPMG Peat Marwick McLintock have indicated their willingness to continue in office
and, In accordance with section 385 of the Companies Act 1985, a resolution will be
proposed at the annual general meeling of the Company ta re-appoint them and 1o

authorise the directors 1o fix their remuneration,

e JJW

rd
Lo

By Order of the Board ) " } O Randall

10 July 1991 : Secretary
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For tha 52 Weeks ended 27 Aprit 1951

Notes 1991 1990

£m im

Turnover 2 620.7 594.9
Change in stocks 0.2 (33.7)

Other operating income 3 4.6 13.1

§27.5 5743

Raw maternals and consumables 262.8 236.5
Stalf costs 4 131.2 118.]
) Depraciation of tangibile fixed assets 9.7 3.3
. Other operating charges 157.0 133.4
580,7 519.3
' Qperating profit . 5 46.8 55.0
i
N . : Interest receivable and similar income 7 9.3 10.1
' Interest payable and similar charges 8 {78.8) {646.2}
Amounis written off fixed asset investment - {0.8)
Loss before tax and share scheme {22.7) {1.9)
Share scheme 9 1.5 |.6
Loss on ordinary activities before taxation (24.2) (3.5
Taxation (eredityicharge 0 (2.6) 4.1
Loss on ardinary activities after taxation {21.6) (7.6)
Extraordinary itéms H 2.9 1.6
Loss for the financial period _{24.5) {9.2)
Profit and loss account at beginning of period 20.3 43.8
Loss for the financial pertod (24.5) {9.2)
Dividends deferred . 12 {4.4} (12.3)
Translatiqn differences (0.8) 0.5
Transfers of reserves 22 {2.6} (2.5
Profitand loss account at end of period {11.9) 20.3

The notes on pages 20 to 34 form an integral part of these Financiyl Statements,




At 27 April 1991
Mates 1991
£m
Fixed assets
Tangible assets 224.0
Investments -

224.0

Current assets

Stock 71.5
Debtors 36.0
Cash at bank and n hand __28.8

136.3

Creditors
Amounts lalling due within one year 152.7

Met current labilities {16.4)

Total assets less current liabllitles 207.6

Creditors
Amounts falling due after more than one year 526.7
Provisions for liabilities and charges 2.1

Net liabilities (321.2)

Capital and reserves

Called up share capital 174.3 174.3
Share prernium gecount 4.2 4.2
Other reserves (487.9) (490.5)
Profit and loss account _{11.8) 203

(321.2) (291.7)

¢ \.-
DS Hune Directors ‘f’\! - S . %‘/\/\’

J D Randall

P

Approved by the Board il [
10 July 1991 N ‘L""}

The notes on pages 20 to 34 form an integral part of these Financial Statements.




AL27 April 1591

Fixed assets
Investments 14

712.0 712.1

Current assets
Debtors 16
Cash at bank and in hand

69.0 204.1
17.2 1.5

Creditors
Amounts falling due within one year 7 110.8

‘2324

Net current liabilities

248 _(168)

Total assets less current liabilitles 687.5 6953

Creditors
Amounts falling due after more than one year 18 __520.8 _35.1
Netassets

166.7 i80.

Capltal and reserves

Called up share capital 21 174,3 174.3

Share premium account 22 4.2 4.2

Profit and loss account 22 (11.8) 1.7
1867 1802

D § Hunt Dircctors // E

J D Randall ; S

Approved by the Board 5 ( A

10 July 1991 N

The notes on pages 20 to 34 form an Integral part of these Financial Statements,
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For the 52 Weeks ended 27 April 1391

Source of funds
Loss on ordinary activitres before taxation
Iterns not involving movement of funds,
Dapreciation
Loss/(Profit) on disposal of assets
Currency transtation diffarences
Amounts written off fixed asset investment

Total generated from operations
Extraordinary items

Funds from other sources
Proceeds on disposal of fixed assets
Proceeds lrom issue of CSL Loan Stock
New Loans

Proceeds from share issues

Application of funds
Purchase of fixed assets
Taxation paid

Loarig ~epaid
Dwidends paid

(Decrease)/Increase in working capital:
{Decrease) in stocks
{Decrease}Increase in debtors
(Increase)/Decrease in creditors
Movement in net liquid funds:

Increase in cash at bank and In hand

{19.9)

1991
fm £m £m
(24.2)

29.7 31.3
1.8 (4.1
0.) 0.7
— 0.8
0 3818 —
7.4
(2.7
1.3 31,9
- 319
- 5.5
— 3.3
_ i3
6.0
t7.8 24,4
5.0 16.3
3.1 29.1

6,6

_Q59) —=
(19.9)
(1.3)
{7.3)
(25.6)
14.3

1990
£m

{(3.5)

72,6
94.0

The notes on pages 20 to 34 form an integral part of these Financlal Staternents.
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. ATCOUNTING POLICIES

Accounting convention

These Finangial Statements are prepared in accordance with applicable accounting standards under
the histonical cast convention,

Basis of preparation
The Consofidated Financial Statements incorparate ihe financil statements of the Company and its

undertakings for the 52 week pericd ended 27 Apnl 157, The comparative figures are for the 52 week
period ended 28 April 1950, -

Turnover

Turnover represents the net value of goods sold and sevices provided to custormers outside the Group
excluding value added tax.

Goodwill

Purchased goodwatl, arismg an the acquisition of the assets antl business now conducted by
MFI Furniture Centres Limited, was written off to Good will reserve i, the pzriod of acquisition and
wik be transferred to the profit and loss account over a feriod of 10 years,

Goaiwill arising on ¢consalidation, representing the amouns by which the consideration paid for new
acquistions exceeds the fair value of their net, tangible assets, is written off directly aganst Goodwit

reserve in the period of acquisition,

Investments in associated undertakings

Investments in associated undertakings are dealt withe nder the equiy methed of accounting n the
Consclidated Financial Statemants,
fa the Company's Financial Staterments investments in assocrated undertakings are stated at cost less,

any amounts written off for permarent dminution in value,

Depreciation
Leprecationis provided to write off the cost of tangible fixed assets, excluding freehald land, over their

estmated useful lives, The estimated uselul ives of certain iteme of plant and machinery were revised

during the period. The current range of usefl wes is as follows:

Freehold buldings and long leasehald property 50-66 years
Short feasehold property over period of lease
Fixtures and fittings 34 years
Plant and equipment , 3-10 years
Motor vehicles 4-5 years

Vi
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Stock

Stocks are valued at the lower of cost and net realizable value,

Loan note interest
Loan note interest is charged to the profit and loss account on a straight hne basis over the expected

period of the loan notes notvathstanding that the notes have an imtal interest free period,

Deferred tax
Deferred taxation is provided using the liability method in respect f the 1axatian effect of all uming

differences to the extent that it\s probable that an asset or a liability wil crystalse in the foreseeable future,

Fareign currency

Transactions denominated in foreign currencies are translated into sterling and recorded at the rate
of exchange ruling at the date of the transaction.

Assets and liabilities denominated in foreign currencies are translated into sterfing a1 rates ruling at the
balance sheet date, Foreign exchange profits and losses arising during the period are included i profit

on ordinary activities before taxation.

Leased assets

Assets held under finance leases are capitahsed as tangible fixed assets and depre¢rated over the shortor
of their estimated useful ives or the period of the fease. Rentals are apportioned between reductions
in the capital obligations included 1n creditors and finance charges which are charged to the profit and
loss account at a constant periodig rate of charge.

Expenditure under operating leases 15 charged to the profit and loss account as it 1s incurred

fenslons

" Contributions are paid to the Group's pension schemes to secure and enbance the benefits for

personnel under the schemes in accordance with the recommendations of independent actuartes.
Contributions are charged to the consolidated profit and loss account so a5 to spread the cost of
the provisions over the employees’ working lives. Pension scherne surpluses are amartised over the

expected remaining service lives of employees,

investments

Investrhents ara stated at cost [e. . any permanent dminution in value.




2, TURNOVER & PROFY
The turnoyee of the Group substantially Felates 1o Uy etail salog ang Accordnply pe walyss of
turnover js shown,

Profiys are andlysed 3¢ Bllows: 1991 I59g

£m im

Trading profit 43.6 50.9

(Loss)iProfit o 5p0sal of assers (E: Ny
. My A

Opera!mg prafit = 36.8 55.0

3, OTHER OPERATING INCOME

I99] 1999
£m £m
Profi¢ oy dispasal of Assets - 41
Rentg receivag 6.3 8.4
Other 9.3 0.6
b6 73
4.5TARp COsSTS

199 199p
im £m

The aggregate paypop COsts werg 34 foliows;
4885 and salarias tigs 040
Socki ¢ Uity cossg .3 8.7
" Pension costs ‘ 5.4 5.4
32 43 :

199; 1999
Manufacturing - 2,23 2,113
Retai/ 5,991 5,912

2222 "g05;
5 OPERATING PROFIT

ton) 1°%p

Operatfng Prafitis stataq after charging: £m
Loss on disposal of assets Ly ~—
Operating lease Paymentg
= Hire of Flant ang quipmen; 3.3 2.1
= Othegr 9.3 357
Auditors reMunarg tion — _0_3 0.2
and after Crediting:
Profit o, disposaf f assats 4.1




6. OIRECTORS

The emoluments of the direclors were as lollows:

Consideration paid to third parties for naking avafable
the services of dircctors
Management remuneration

Additional informaticn in respect of emoluments of directors,

excluding pension contributions, is disclosed as follows:

Chairman arid highest paid directar

Other directors

£ Qto £ 5000
£ 70,001 to £ 75,000
£ 90,001 10 £ 95,000
£105,001 to £110;000
£110,601 10 £115,000
£115,001 to £120,000
£130,001 to £135,000
£140,001 to £145,000
£150,001 1o £155,000
£175,001 to £180,000

No. of directors

5

=] = § =

TINTEREST RECEIVABLE AND SIMILAR INCOME

Interast receivable
Sundry income

8, INTERE. 7 PAYABLE AND SIMILAR CHARGES

Bank loans and other loans repayable within five years

Loan nates
Finance leases
Fees and commissions

Convertible Subordinated Unsecured Loan Stock

9. SHARE SCHEME

Financing costs of Employee Share Ownership Plan

1991 1990
£'000 £'000
40 40
1,302 I.Oéﬁ
1,342 ....,I'IQZ,
I291 1990
£'000 £'000
220 198
No. of di ectors
7
1
2
I
1
|
|
1991 1990
fm m
57 6.9
36 32
3 101
1991 1950
fm fm
62.8 47.0
6.8 2.5
0.2 1.0
2.6 2.1
5.7 3.6
78.8 __66.2
[9N 1990
m £m

|



10. TAXATION

199t 1930
£m fm
Taxation on profits of the year comprises:
UK corporation tax at 33.92% (i990-35%) 2.5 4.0
Deferred taxanon {1.9) 4.0
0.6 8.0
A djustments relating to prior periods 3.5) (3.9
Overseas taxation 0.3 ——
_@s) 4.1
[LEXTRAORDINARY ITEMS
1998 19%0
£m £m
Closure of business operations 38 -
Refinancing costs - 2.4
Taxation (0.9 {0.8)
2.9 1.6

During the pericd the Group decided to withdraw from its foss making concession operations.
‘Where possible concessionoutiets were closed or fransferred to third parties and theremaining
outlets will be ckosed assoen as the concession agreements permit. The extraordinaryitem reflects
the vwrite down of display stock (£1.5m) and fixtures and fittings (£1.1rm) associated with the
concessions and trading losses (£ |.2m) incurred since the decision was implemanted.

12, DIVIDENDS

Shareholders’ approval has beenobtained Lo defer dividends declared or accrued but not payable
in respect of the Redeermable Convertibte Cumulative Preference Sharesfor the period 106 August
1990 until the eartier of 31 Octaber 1993 or the flotation'or sale of the Company,

Dividends not paid at 6 August 1990 are increased at a rate of 7.828% per annum (net of any
witholding tax) compounded half yearly, In additien the rights of the Redeemable Convertible
Cumulative Preference Shares were amended such that from 7 August 1990 the right to dividend
does not arise automaticzlly (Note 25).

The declaration or distribution of dividends in respect of the A" Ordinary, Deferred and
Convertible Preferred Crdinary Shares is not initially permitted under the terms of the
Management Buyout.




13, TANGIBLE FIXED ASSETS

GRQUP Payreerts Leasrhod
N actount prepertes
andaets
™ the wrider Fiam
counie of Freehald » %0 and
AsrIlan properied ekt win n hooy TOTAL
Cost fm im £m ém £m im
AL29 April 1990 v .0 107.2 40,7 277 163.9 3405
Exthange adjustments — {0.5) — - {0.5) (1.0)
Additions 5.4 0.3 0.3 — 1.8 17.8
“fransfers (5 1} 0.8 — 4.3 — -
Disposals {0.5) — {0.7). (.1 (103)
é_t_l?'Apnl 1991 1.3 107.3 4].0 31.3 166.1 347.0
Pa;-meﬁlt Leasehold
e porie
n the orver urder Pam
course of Frachold o+ ] and
comtruthan progertiesy years yrins rmathntty TCAAL
Depreciation £m fm fm im m fm
AL 29 Aprit 1990 — 4.6 1.7 2.2 9l 99.7
Exthange adjustments — - _ - {0.3) {0.3)
Charge for the year - 3.6 0.6 1.4 24.1 29.7
Disposals — 0.1) -~ {o1) (59 (6.1)
At 27 April 1991 — 8.1 2.3 3.6 109.0 123.0
Net book value at
27 April 1991 1.3 99.2 38.7 27.7 57.0 2240
Net book value at
28 April 1990 1.0 102.6 39,0 25.4 728 2408

Includedin plant and machinery at 27 April 199 were capitalised leases cornprising costof £20.0m (1950
£20.0m), depreciation of £9.7m (1990 £8.4m) and net beck amount of £10.3m (1990 £1 1.6m).
Depreciation charged during the period inrespect of these assets amounted to £1.3m (1990- £2.9m),
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1. FIXED ASSET INVESTMENTS
GROUP

The investment in the associated undertaking of the Group was stated at £nit (1550 - £ i,

COMPANY

Balance brought for. ard
Additions

Tosaation

Provision for diminution in value

Balance carried forward

m

Details of the principal undertakings of the Grou
page 34.

I5. STOCK

Raw materials
Work in progress
Finished goods and goods for resale

Shares in Group Shares in
Undertakings Assotated Undertaking
199) 1990 1991 1990

£m £m £m £m
5872 5863 — 1.0
- 49 — —
- 40 - -
- — = g
587.2 5872 i
124.9 24,9
712.1 7121

e —

p and the associated undertaking are given on

Group
1991 1990
£m £m
7.8 9.3
25 2.6
61.2 60,9

7.5 _ 72.8




Arpounts faling Jue within one year:

Debtors o0 deferred @IS
Aroounts due feomn group undartakings
Amnounts due from assnciated undertaking

Arapunts faling dug after mare than one YeaT

Other debtors

17, CREDlTGRS
AMOUNTS EALLING DUE WITHIN ONE YEAR

Borrowings Note 19}

Trade creditors

Amnounts owed 1o grovk undertakings
pills of exchang®

Corporation 13%

Otheyg texes and sodial s urity
Qbfigations under finante tea,>s{fote 24)
Other creditors

Accruals and deferred income

P AT

et e _'5 w‘i“
s :

Company

el 1990
£m £m




18. CREDITORS

AMOQUINTS FALUNG DUE AFTER TMORE TrHAN ONE TEAR

Deferred dividends {Note 12)

QObhgations under finante feases {Note 24)
Other creditors

Borrowings {(Note [9)

19. BORROWINGS

Total borrowings comprise:

Bank loans

Loan notes

Other securad loan

£31,920,000 17% Convertible Subordinated
Unsecured Loan Swock 1997

Amounts (alling due within one year

Amounts faling due after more than one year
Between one and two years
Between two and five years
Qver five years
« Loans repayable by instalments
- £31,920,000 17% Convertible
Subordinated Unsecured 1.oan Stock 1997

Group Company
1991 19%0 1791 1990
£m im {m fm
16,7 12.3 16.7 12.3
5.8 7.3 —_ -
[.4 0.2 1.3 —
5028 503.3 502.8 ___5_{_)_'.2_52
526.1 523.1 _§20.8 515.1
Group Company
1991 1990 1991 1990
im £m im £m
4709 3159 4709 315.9
— 1550 — 155.0
2.4 5.5 - -
319 31.9 31.9 31.9
_505.2 508.3 502.8 _502.8
2.4 5.0 - =
39.9 40.5 39.9 4Q.0
254,2 255.0 2B4,2 2550
176.8 1759 1768 175.9
31.9 3.9 31.9 3.9
502.8 503.3 5028 502.8
505.2 508.3 59'2;3

5028




19. BORROWINGS Contnued from previous page

The bank Joans bear interest at rates between 1.375% and 21% over LIBOR, £50m was non-nterest
bearing untit May 1990 and s repayable in fullin 1995 or, if earlier, on the sale or fisting of the Company.
The other bank loans are repayable by instalments over the period 1o April 1996,

The borrowings of the Compary are secured by a compaosite guarantee and debenture over the asets
of the Group.

The £31,920000 17 per cent Convertible Subordinated Unsecured Loan $tock 1997 ("CSL Stotk™')
isredeemable on 30 April 1997 or the date of a sale or flctationif earlier, Uponredi -+~ the Compary
shallallot 100 new "A'* Ordinary $hares and 2,100 new Convertible Preferr:d Ordinary Shares in exchange
for and in satisfaction of £22 of each £456 of nominal amount of CSL Stock oistarding and redeem
the balance in cash at par. The CSL Stock carries interest at a rate of 17% per annum. Of this interest
5% is payable semi-annually in April and October of each year provided the Company is not in breach
of the syndicated Secured Credit Facllity Agreement. The balance of 12% is only payable anruatty n
August in respert of the previous financial year provided that there is sufficient Available Cash Flow
as defined in the Instrument censtituting the CSL Stock. Any of the 5% or 12% interest accrued but
not paid on the C5L Stock will become payable on redemption,

20. PROVISIONS FOR LIAS{L»TIES AND CHARGES

Defcrred taxation
GROUP
"Movernents in defrred taxation during the year
were as (Ullows:
i 19%0
fm £m
Balance brought forward 4.0 - -
{CredityCharge for the year (1.9) 4.0
Balance carriad forward . 2.1 4.0
The deferred tavation balance comprises:
Provided in the Not provided in
Accounts the Accounts
1991 1990 1991 1990
im £m fm fm
Accelerated capital allowances 2.1 4.0 4.8 —_
Capital gains rofled over — - 2.0 3.9
QOther timing differences —_ — {5.1) (6.9
2.1 4.0 8.7 3.0

in the opinion of the directors, the existing revalued properties in group undertakings will be
retained for use in the business and the likelihood of any taxation liability 2rising 1s remote.
Accordingly the potential deferred tax in respect of these properties has not been quantified,




2l, CALLED UP SHARE CAPITAL.
Authorised, allotted and fully paid share capital at 27 April 1951 and 28 April 1990;

Allotted & Number
Authorised Fully Paid cf Shares
-£ L
“A* Ordinary Shares of Ip each 650,000 580,000 58,000,020
Convertible Preferred Ordinary
Shares of Ip each 7,350,000 5,880,000 588,000,000

Redeemable Convertible Cumulative

Preference Shares of £1 cach

Deferred Shares

of {3 each 12,800,001 12,800,00( 1,280,000,080
175,800,001 174,260,00!

155,000,000 155,000,000 155,000,000

The company will redeem for cash at par on the following dates the following amounts in rominal amount
of the Redeemable Convertible Curnulative Preference Shares then cutstanding:

.30 April 1998 £60m ’ .
30 April 1999 £65m
30 April 2000 the balance

22. RESERVES

2) Share premiun account
GROUP AND COMPANY

The share premium accountas at 27 April 199] was £4.2m (1990 - £4,2m)

. There were no movernents
on the share premium account during the périod.

b) Other reserves
GROUP

Other reserves comprise the Gaodwill reserve.

Goodwill reserve
fm

As at 29 April 1990 (490.5)
Transfers to profit and loss account \
Asat 27 April 1991 {487.9)

P




¢) Profltand loss account

COMPANY

fm
As at 29 April 1990 17
Loss for-the period after appropriations {13.5)
As at 27 April 1991 {21.8)

——

These Finandial Statements do not include a separate profitand loss account for MFI Furniture Group
Limited (the parent Company) as permitted by Section 228(7) of the Companies Act 1985,
The loss for the financial period dealt with in the accounts of the Company was £9.Jm
{1990 profit £7.0m).

23. PENSIONS

The Group operates four pension schemes providing benefits based onfinal pensionabile pay, The assets
of the schemes are held separately from those of the Group belng invested with independent fund
managers, Centributions are charged to the constlidated profit and loss account 5o #s to spread the
cost of pensions over employees’ working lives with the Group, The contributions are determined by
a qualified actuary on the bagis of triennial valuations using the projected unit methed. The most
recent reviews of the schemes were as at 6 April 1990 for the MFI Pension Plan, the Schreiber Furniture
Limited Pension Fund and the Hygena Pension Plan and as at 6 April 1951 for the Greens Components
(RSC) Limited Group Pension Scheme,

The main actuaral assumptions used include an investment return of 9.0% ;ﬁer annum, rates of salary
increase of 7% and 8% per annum, and rates of dividend growth of 4% and 5% per annum, -

The total pension charge for the period was £5.4m (990.£5.4m),
. Contribution rates below funding rates have resulted in a provision In the balance' sheet of £).9m
{1990 - £1.5m).

Themost recent actuarial review showed that the four schemeshad an aggregate market value of assets
of £52m and that the actuarial value of those assets represented 122% of the benefits which accrued
to members, after allowing for future expected increases in earnings.

It is possible that pension costs will increase in futura years as a result of the Barber decision, a recent
European Court judgement requiring pension schemes to offer equal benefils to men and wamen,
The increase is currently not expected to be material,
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24. FINANCIAL COMMITMENTS
GROUP

Capital commitments

The estimated amount of capital expenditure at 27 April 1991 authorised by the Board for which no

provision has been made in the Financial Statements is as follows:

1991

£m

Contracted for 2.9
Not contracted for .5

Leasing commitments

1990

£m
10.4
10.2

Obligations enteredintoin respect of finance feases, net of interest, 2re payable over the following periods:

1991 1990
fm fm
Within one year (Note I7) 8 _ 23
After more than one year (Note 18)
Between one and five years 5.0 6.2
Over five years 0.8 L
‘ 5.8 7.3
1.6 2.6
At 27 Aprit 1991 the annuat commitments under operating leases were as set out below;
Land & Buildings Other Assets
19391 1990 1991 1990
£m im £m m
Operating feases wich expire
Within one year 0.2 0.6 - —
Between one and five years 0.5 2.3 0. 0.8
Over five years 34.8 3.8 — _.0s6
35.5 34.7 0.1 .4

COMPANY
The company had no capital or leesmic commitments at 27 April 1991,
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Statements -

. rep.axd alt amounts due and discharged all obligations under the banking arrangements, These

25. CONTINGENT LIABILITIES

Group Company
1991 1990 1991 1990
fm £m im £m
Employee Share Ownership Plan Loan Guarantee 9.8 9.8 9.8 9.8
Dividends not declared (see note below) 8.9 —_ 8.9 —
Amounts cutstanding against letters of credit
and counter-indemnitses 3.2 1.% — —

The Articles of Association adopted on 17 August 1990 confer on the Redeemable Convertible
Cumnulative Preference Shareholders the right to receive dividends from & August 1990, Such
dividends may only be declared by the Board of Directors when certain conditions are met,
namely. that the Company has met the financial covenants as set out in the syndicated Secured
Credit Facifity Agreement, as amended by the Supplemental Agreernent dated 15 August 1989,
and that such covenants would have been met had the dividend been paid or the Company has

covenants were not met on 27 April 1991 and the dividends entittement not declared as at
27 April 1991 amounted to £8.9m (1990 -Lnil).
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Assoc:a ted Underta

AL 27 April 199]
PARENT COMPANY Country of registration
or Incorporation
MFI Furniture Group Limited England
PRINCIPAL GROUP UNDERTAKINGS
Manufacturing:
* Hygena Limited England
Hygena Packaging Limited England
Schrelber Furniture Limited England
Greens Components (RSC) Limited England
Sale of h(;usehold furniture: . '
* MFI Furniture Centres Limited : England
Furniture Fitting Services Limited " England
Hygena Cuisines SARL France
* Carpetright of Londan Limited England as%’s“%d':&m?mm)

Property Management:

* MF! Properties Limited . England
Management Services: - )
MFI Services Limited . England
Finance:

* Homeplan Finance Limited England

Unless otherwise indicated the Company owns 100% of the equity share capital of the above
mientioned companies. The investments in thase companres marked withan asterisk are owned directly
by the Company, Companjes operate in their country of incorporation,
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W@Paa’& Marwick Mclintock

KPMG Peat Marwick McLintock,
I Furniture Group Limited
6 t0 34 inaccondance with puditing Standards.

of the state of affairs of the Company
¢ application of funds of the Group
rdance with the

Report of the auditors,
to the members of MF

We have: audited the Financial Staternents setoutonpages

in our opinion the Financial Statements give a true and fair view
and the Group at 27 Apri 139 and of th loss and source an

for the 52 week period then anded and have been property prepared in acco

Corpanies Act 1985.
kPHG: Peak Manand oL ook

KPMG Peat Marwick McLintock
Chartered Accountants

16 july 199)

Londen



Five Year

Record :

199 1990 1989 l988° 987°¢
im fm £m £m im
Turriover 620.7 5949 601.7 491.8 427 4
Trading profit 48.6 50,9 9.4 7.1 56,5
Operating profit 46.8 55.0 9.8 79.0 60.3
Average number of employees
{full-tme equvalent) 8,222 8,025 7,610 6,245 5,767
Sales per square foot (£) * 95.98 97.33 1{0.03 95.08 86.78
Retat area at April
{000's square fee ) 6,231 5.978 5,709 4,994 5072
Capital expenditure (£mj) I7.8 24.4 107.6 54.6 54.8
Stock (€rm) 7.5 728 106.5 él.4 60.7

" Note. All retail sales exchuding VAT divided by the weighied average square footage dunng the perod,
* These results are on a pro forma 52 week basis,




