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Chairman’s Statement

introduclion

}am pleased to present the results for the year ended 31 December 2013

Although the first half of the year was disappointing with revenues
nearly 22% behind the prior periad due to a prolonged penod of
poor weather, in the second half the Group recovered strongly with
revenue more than 17% ahead of the prior year second half | am
happy to report that the strong second half performance has been
carrted forward into 2014

Results

Revenue for the year ended 31 December 2013 reduced by 2%
to £28,347,000 compared to £28,952,000 in the year ended
31 December 2012

Profit before taxation and non-underlying items improved from
£768,000 for the year ended 31 December 2012 to £3823,000 for the
year ended 31 December 2013

The prior year profit was restated for changes to the pension
accounting standard, IAS 19 The mmpact of this was a reduction in
reported 2012 profit before tax of £62,000 from £830,000 to £768,000
and this 1s detailed further in notes 2 and 18

Non-underlying 1tems included exceptiona! restructurning costs of
£142,000, a far vatlue adjustment for foreign currency denvative
contracts which totalled £516,000 and £14%,000 in respect of
pension finance costs also required to be disclosed under IAS 19 The
Board considers that none of these charges reflect the underlying
performance of the Group and accordingly have changed the
presentation of the Consolidated income statement to reflect this

Net assets increased to £5,640,000 at 31 December 2013 compared
to £5,562,000 at 31 December 2012

Further details of operational activities and a detailed segment review
of performance can be found in the Strategic report on page 3

Dividend

In accordance with our progressive dividend payment policy, we are
proposing to pay a final dividend of 2 30 pence per share {year ended
31 December 2012 — 2 20 pence per share) which, when combined
with the intennm dividend of 1 15 pence per share {year ended 31
December 2012 — 1 10 pence per share), gives a total dvidend of 3 45
pence for the year (year ended 31 December 2012 — 3 30 pence per
share)

Subject to shareholder approval at the Annual Genera! Meeting to be
held on 10 June 2014, the final dvidend wall be paid on or around 13
June 2014 to shareholders on the share register as at 16 May 2014
The ex-divmdend date wili be 14 May 2014

Pensions

The Group operates two defined benefit penston schemes Both
schemes are closed to new members and there are no active members
in either scheme In the year to 31 December 2013 £242,000 {year
ended 31 December 2012 — £239,000} was paid into the schemes to
reduce the actuarially calculated funding deficits and £69,000 (year
ended 31 December 2012 - £75,000) was paid out in government
levies and adrministration costs

Property acquisition

In February 2013 we acquired the freehold on our property in Castle
Bromwich The cost of the acquisition was £2 6 million, satisfted by
means of a new 5 year term loan of £1 6 milllon provided by the
Company’s bankers and the balance from existing cash resources
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Environmental malters

In February 2014 we completed the installation of a sclar PV system
at our Castle Bromwich site Costing £247,000, the system has the
capacity to generate up to 250 kWp from 999 panels fitted to the
roof and we anticipate a payback period of approximately & years
Electricity for the site wall be self-generated for much of the year, we
will benefit from a guaranteed feed-in tariff for the next 20 years and
we have signed an agreement to sell any excess electnioity generated

Employees

We have teams of highly dedicated and hard working employees
who are committed to the ongoing success of the Group The Board
thanks them all for their efforts and continuing contribution to the
profitability of the businesses during the year

Slrateqy

We continue to be clearly focussed on our Group strategic objective
to maintain our position as a leading supplier to the UK bicycle and
the outdeor and wheeled toy markets We continue to invest in
the appropniate infrastructure, logistics and back office systems to
facilitate thus strategy

Restrucluring

Following the closure of the Brigg site we have consolidated the
warehouse operation into our existing Scunthorpe distnibution centre
and taken a new office lease nearby

As previously reported the management team has been streamfined
and restructured and now reports directly to the Group CEO, Steve
Grant We expect these changes to improve operational efficiency,
reduce overhead and further develop the business

Outlook

The year has started positively both in own brands and licensed
product Our new range of products for 2014 have been well received
at the various trade and road shows attended in January Although
extremely wet in some parts of the UK, the weather has generally
been milder and there are more encouraging signs emerging from the
macro economy

The breadth of new licences agreed for 2014 and beyond in our sports,
leisure & toys business demonstrates our continuing commitment to
provide a platform for growth In our bicycles, business a number
of new product developments, for example our ‘Academy’ range of
premium Junior cycles, will support us in taking market share in a
mature leisure cychng market

Group revenue for the first quarter was well ahead of the
corresponding penod in the prior year Although we were required
to record a significant foreign currency fair value adjustment at
31 December 2013 this will unwind as forelgn currency contracts
mature which should enhance 2014 profitability although we continue
to remain conscious of the impact of fluctuations in the US dollar

M P ) Keene
Non-Executive Chairman
4 Apnl 2014
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Strategic Report

Operaling and Financial Review

Revenue and profit
Group revenue for the year ended 31 December 2013 reduced by
2 1% from £28,952,000 to £28,347,000

Despite a particularly challenging first half of the year the second half
of the year saw a significant turnaround in performance with revenue
in the 6 month penod to 31 December 2013 of £17,096,000, 17 3%
ahead of the same penod last year

Gross profit margin, at 29 2% (year ended 31 December 2012 -
29 7%), was shghtly below the prior year reflecting a reduced margin
in a competitive cyching market

In accordance with our ongoing drive to control overheads, operating
expenses reduced by 4 0% to £7,314,000 {year ended 31 December
2012 - £7,617,000)

Operating profit for the year ended 31 December 2013 was £972,000
which was marginally ahead of the previous year (year ended 31
December 2012 — £971,000) However, due to the impact of non-
underlying items explained below, net profit for the year ended
31 December 2013 was £354,000 (year ended 31 December 2012
restated - £611,000)

The prior year profit was restated to take account of the transitional
provisions required by amendments to 1AS 19, notably relating to the
measurement of the expected return on assets In the Consolidated
income statement, the restatement relates to pension scheme finance
cost The net adjustment to the Consolidated income statement is
matched by an equal and opposite adjustment relating to the re-
measurement of defined benefit plans in the Consolidated statement
of comprehensive income  As a result there was a reduction to the
previously stated profit for the year ended 31 December 2012 of
£62,000

Non-underlying ilems

Non-underlying items are matena!l items which have arisen from
unusual non-recurring or non-trading events For the year ended 31
December 2013 non-underlying items comprised exceptional costs of
Group restructuring, the finance cost related to the Group’s pension
schemes calculated 1n accordance with 1AS 19 and the impact of
the farr value adjustment in respect of derivative foreign exchange
contracts under JAS 39

Finance cosls

Total finance costs for the year ended 31 December 2013
increased to £814,000 from £203,000 restated for the year ended
31 December 2012 This comprised interest payable on bank
overdrafts and invoice finance facilities which increased from £66,000
last year to £149,000 partly due to interest in respect of the Group’s
mortgage loan detatled in the ‘Capital expenditure’ section below

The remaining charges were included in the non-underlying 1tems
described above and related to pension finance costs in accordance
with |AS 19 of £149,000 {restated for year ended 31 December 2012
- £137,000) and the impact of the fair value adjustment in respect
of derwative foreign exchange contracts under IAS 39 which was
£516,000 (year ended 31 December 2012 — £mul)
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Taxation

The tax credit in the year of £338,000 compnised credits in respect of
the recogmition of trading losses, movements in the pension schemes’
habilities and deferred tax in relation to fair value movements on
derivatives totalliing £327,000 {year ended 31 December 2012 -
£105,000 charge)and a current tax credit of £11,000 {year ended 31
December 2012 ~ £52,000 charge)

Capital expenditure

In February 2013 the Group completed the purchase of the freehold
on its property in Castle Bromwich, Birmingham for cash consideration
(before expenses) of £2,600,000 The consideration was satisfied by
means of a new 5 year term loan prowided by the Company’s bankers
and the balance from existing cash resources

In October 2013 the Group entered into an agreement to implement
a solar PV system at its Castle Bromwich site The cost of the project
was £247,000 and was completed in February 2014

Cash flows, working capilal and net debt

Net cash inflow from operating activities before movements
in working capital for the year ended 31 December 2013 decreased to
£954,000 compared to £1,061,000 in the prior year

Total cash generated from operations was £1,629,000 compared to
£412,000 last year This was improved pnncipally due to favourable
movements in working capital, tn particular a reduction in stock in our
Claud Butter and corporate bicycle businesses

Net cash outflows from investing activities increased significantiy to
£2,892,000 compared to £150,000 in the year ended 31 December
2012 due to the purchase of the Castle Bromwich freehold

Net cash inflows from financing activities were £2,960,000 in the year
ended 31 December 2013 following a new 5 year mortgage loan of
£1,610,000 from the Group's bankers and an inflow of £1,535,000
from invoice finance facihities The compared to a cash cutflow from
financing activities of £748,000 1in the previous year

Net debt at 31 December 2013 comprising cash and cash equivalents,
invoice financing habihities and borrowings was £3,116,000 compared
to £1,496,000 at 31 December 2012 which reflected the purchase of
the Castle Brormwich property in february 2013

Dividends

Total dividends paid and proposed increased from 3 30 pence per
share for the year ended 31 December 2012 to 3 45 pence per
share for the year ended 31 December 2013, an increase of 4 5%
The dmdend cover ratio was 2 2 (year ended 31 December 2012 —
4 4) It continues to be the Group’s policy to progressively increase
the dwmdend payment to shareholders where trading performance
permits

Earnings per share

Basic earmings per share reduced to 7 63 pence per share for the year
ended 31 December 2013 compared to 13 22 pence per share in the
year ended 31 December 2012 Diluted earnings per share reduced
from 13 05 pence per share in the year ended 31 December 2012 to
7 54 pence per share in the year ended 31 December 2013
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Strategic Report continued

BbbeS and accessories

Revenue in our bicycles and accessories businesses was £15,149,000
for the year ended 31 December 2013 compared to £16,979,000 in
the prior year

Operating profit for the year before the allocation of corporate
charges and exceptional costs was £476,000 compared to £797,000
for the year ended 31 December 2012

The first half of the year was significantly impacted by the poor
weather This was partially recovered in the second half of the year
in our Dawes Cycles business which was 8 7% ahead of the second
half of 2012 However, performance from both Claud Butler and the
corporate bicycles division were behind expectation and meant that
overall revenues for the year were 10 8% behind the previous year

As we previously reported, sigrificant changes were made at Claud
Butler during the year The management team was restructured and a
number of support functions centralised in February 2014, the Brigg
site was closed and the business was relocated to modern offices
close to the distribution centre in Scunthorpe which have already
impraved operational efficiencies and reduced overhead

We have strengthened our corporate bicycles division with additional
sales and product development resources The Falcon, Elswick,
Townsend, British Eagle, Boss and Zombie ranges all underwent
extensive redevelopment during the year and it was necessary to
clear stock overhangs from the pnior year Coupled with intense
price competition meant that it was a challenging year but we are
optimistic about the future performance potential from this part of
the business which i1s already gathering momentum in 2014

Although there were some geographical vanations, bicycle dealer
attendances at our 2014 UK ‘roadshows’ were ahead of the previous
year In particular, we were pleased with the increased attendance
generated by the new Claud Butler range Revenue from our Dawes
business has continued to grow in 2014 with our adult and jumior
heritage ranges performing strongly

As a result, bicycles revenue for the first quarter was ahead of the first
quarter in the prior year

Tandem Group plc Annual Report and Accounts for the year ended 31 December 2013

Sports, leisure and toys

Revenue In our sports, leisure and toys business for the year ended
31 December 2013 was £13,198,000 compared to £11,973,000 1n the
prior year

Operating profit before the allocation of corporate charges was
£1,038,000 for the year ended 31 December 2013 compared to
£892,000 1n the year ended 31 December 2012

Despite a 25 5% decrease in revenue In the first six months of the year
compared to the prior period, the second half saw a 40 1% increase
against the second half of 2012 Overall revenue for the year was
therefore 10 2% ahead against a reported reduction in overall toy
market revenues of 1% in 2013 compared to the previous year

There were several reasons for the strong second half performance In
licences, Peppa Pig, One Direction, Skylanders and Batman, with a new
range of battery operated products, performed ahead of expectation

In own brands, our Hedstrom and Stunted scooter ranges continued
to perform strongly with revenue ahead of the prior year The weather
also helped in the second half of the year It was the warmest and
sunniest summer stnce 2006 and the dnest since 2003

The annual toy fair exhibition held at London’s Olympia took place
in January and several new customers showed interest 1n our 2014
portfolios of products and licences Feedback to the ranges was
encouraging from both existing customers and licensors alike

We are pleased to report that the improved performance has
continued nto 2014 and we have agreed new licences for 2014 and
beyond including Transformers, Star Wars, Angry Birds, The Simpsons,
Peter Rabbit, Mister Maker and Woolly & Tig

Sports, leisure and toys revenue for the first quarter was significantly
ahead of the same pencd in the prior year

www tandemgroup co uk




Key performance indicalors
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A wide variety of daily key performance indicators are produced for all of our businesses to enable us to monitor performance against budget
and the previous year The key performance indicators that the Directors consider salient to the Group’s performance are shown below

Year ended
Year ended  Year ended 31 December
31 December 31 December 2012
2013 2013 restated
Actual Target Actual
Gross profit margin 29.2% 30 5% 29 7%
The ratio of gross profit to sales expressed as a percentage
Turnover per employee £346,000 £334,000 £325,000
The total of sales invoiced to customers, excluding value added tax, divided by the average
number of employees during the period
Net operating expenses % of sales 25 8% 26 1% 26 3%
The ratio of net operating expenses, before goodwill imparrment and exceptional costs,
to the total of sales \nvoiced to customers, excluding value added tax, expressed as a
percentage
Interest cover 65 107 147
The ratio of operating profit before goodwill impairment and exceptional costs, to net
interest payable on bank loans, overdrafts and invoice finance facilities
Shareholders’ return 8 9% 14 6% 9 9%
The ratio of net profit before goodwill impairment and exceptional costs to shareholders’
funds at the start of the year expressed as a percentage
Adjusted earnings per share - pence 107 176 132

The net profit before goodwill impairment and exceptional costs divided by the weighted

average number of ordinary shares in issue during the year

Principal risks and uncertasinties

The management of the business and the nature of the Group’s
strategy are subject to a number of nsks and uncertainttes The
principal nisks facing the business are set out as follows

Suppliers

In order to achieve competitively priced products the Group has
outscurced production, mamly to countries in Asia Risks and
uncertainttes of this strategy include management issues at the
factories, the possibility of changes in import duties and shipping
delays We manage thss risk by having a local office in Hong Kong
with a team that works closely with the factories and we develop
contingency plans should the need anse to make changes

Fluctuations in currency exchange rates

A significant amount of the Group's purchases are made in US dollars
As a Group, we are therefore exposed to foreign currency fluctuations
The Group manages its foreign exchange rnisk with forward foreign
exchange contracts to reduce the exposure and does not adopt formal
hedge accounting If these activities do not mitigate the exposure,
then the results and the financial condition of the Group may be
adversely impacted

Licences

A number of the Group’s brands are used under licence from global
licensors The hcences are generally for between two and three
years If the hcences are not renewed the Group would have to seek
alternative licences in order to avoid a reduction in revenue

Tandem Group plc Annual Report and Accounts for the year ended 31 December 2013

Compelition

The comparnies in the Group operate in highly competitive markets
As a result there 1s constant pressure on margins and the additional
nsk of being unable to meet customers’ expectations Policies of
supply chain management and product development are in place to
mitigate such rnisks

Volalility in financial mariets may require further
cash contributions to our pension fund

The Group has commitments under defined benefit pension
schemes The Group 15 obliged to make contributions to the schemes
hased on actuanal valuations, which in turn are based on long-term
assumptions to calculate scheme liabilities Volatility of the financial
markets can also affect the value of the assets in the schemes This
may lead to a requirement to increase the cash contributed by the
Group to the schemes If the Group 1s required to make significant
additional contnbutions, the financial position of the Group may
be materially affected with a significant reduction in operating cash
flows In turn, this may adversely impact future developments of the
business

Financial risks

The main nsks ansing from the Group’s financial instruments are
interest rate nisk, hquidity nsk, credit nsk and foreign currency nisk
The Board reviews and agrees policies for managing each of these
nsks A summary of these risks is disclosed in note 16

S Grant J CShears
Chief Executive Officer Group Finance Director
4 Apnl 2014
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Directors” Report

The Directors submit their annual report with the audited financal
statements for the year ended 31 December 2013

Principal activity

The Group is principally engaged in the design, development, sourcing
and distnibution of sports and leisure equipment The Chairman’s
statement and Strategic report on pages 2 and 3 should be read in
conjunction with this report

Results and dividend

The results for the year ended 31 December 2013 are set out in the
Consolidated income statement on page 11 An interim dividend
of 115 pence per ordinary share was paid on 1 November 2013 in
respect of the six month period to 30 June 2013 {period ended 30
June 2012 - 1 10 pence) The Directors are proposing a final dimdend
of 2 30 pence per ordinary share (year ended 31 December 2012 —
2 20 pence) payable to shareholders on the register on 16 May 2014
and will be paid on or around 13 June 2014

Significant shareholders

As at 4 Aprij 2014 the Directors have been notified of the following
interests representing 3% or more of the 1ssued ordinary share capital
The percentage holdings exclude 1,343,726 shares held in treasury

Ordinary

Shares
of 25p %
Jupiter Asset Management 540,941 116
S E Stnde 383,320 82
M P I Keane 221,560 47
Harvard International 152,000 33
S Grant 150,000 32

Directors

The present Directors are as follows

M P I Keene
Mervyn joined the Company in 1989 and became Managing Director
of the former Garden Leisure Division He was appointed Group
finance Director in 1993 and became Non-Executive Chairman in
June 2010 He 15 a Fellow of the Association of Chartered Certified
Accountants

S Grant

Steve joined MV Sports & Leisure Limited ("MV’} from the accountancy
profession in 1990 becoming Finance Director in that year He was
appointed Managing Director of MV in 1996 and became Chief
Executive Officer of the Group in June 2010
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1 C Shears

Jim joined the Company as Group Financial Controller in 2002 He was
appointed Company Secretary in 2008 and Group Finance Director in
June 2010 He previously worked for the Audit Commission, IFG Group
plc and AWG plc where he held various financial roles Jim 1s a Fellow
of the Institute of Chartered Accountants in England and Wales

P Ratcliffe

Phil joined MV in 1959 and has many years’ experience in commercial
and strategic roles wathin the consumer goods sector, incorporating
well known companies such as Car Plan, Waddingtons Games and
Mattel His expernience encormpasses marketing, licensing, product
development, Far East sourcing and account management Phil is a
Fellow of The Chartered Institute of Marketing and 1s the current Vice
Chairman of The British Toy & Hobby Assoaiation (BTHA) and will be
appointed Chairman in June 2014

J5 T Morris

Simon has worked in corporate finance for over 30 years, imtally
at Lazard Brothers and Dillon Read and later with MSB Corporate
Finance and Smith & Willamson He was appointed to the Board in
March 2010 and is an expenenced Non-Executive Director

A Q Bestwrck

Andy was formerly Managing Director of Gardman Holdings Limited
He has considerable expertence in product development, sourcing
and supply chain management, particularly from Asia, and selling to
national and independent retallers He was appointed to the Board as
a Non-Executive Director in April 2010

The interests of the Directors and their immediate famihes {as defined
by the Comparues Act 2006) in the shares of the Company are shown
below

Held beneficialty and fully paid

4 Apnl 31 December 1 January

2014 2013 2013

25p ordinary  25p ordinary  25p ordinary

shares shares shares

M P J Keene 221,560 221,560 216,360
St Grant 150,000 150,000 100,000
1 C Shears 60,000 60,000 29,500
P Ratchiffe 33,835 33,835 6,400
15T Morrnis 15,000 15,000 -

In accordance with the Articles of Assocration, M P J Keene and A Q
Bestwick, whose service contracts may be terminated by either party
gving 6 months’ wnitten notice, retire at the Annual General Meeting
and offer themselves for re-election

www tandemgroup o uk




Direclors” and officers’ liabllity insurance
Directors’ and officers’ liability insurance has been purchased by the
Group during the year

Business review, key performance Indicators
{KPis) and principal risks and uncerlainties

A review of the Group's trading operations, KPls and principal nisks
and uncertainties 1s contained in the Strategic Report on page 3

Environmental policies

Tandem Group plc recognises its responsibility to protect the
environment The Group manages Its operations In ways that are
environmentally sustainable and econormically feasible and provides
appropriate educational programs for staff and other stakeholders

All Directors and managers of Tandem Group plc and i1ts subsidiaries
are committed to ensuring that environmental issues are carefully
considered during all planning and operational decision making

The Group’s environmental policy applies to all land, premises
and activities within 1ts control The Group promotes the use
of sustainable resources and discourages wasteful or damaging
practices Subsidiary companies within the Group develop their own
local policies and arrangements for implementing and momitoring the
Group's cbjectives

As a major supplier of bicycles and wheeled toys in the UK we believe
that we are contnbuting to a sustainable transport strategy, improving
the environment by providing an emission free transport alternative
and encouragmng better health and fitness of the nation

Corporale social responsbility

The Group has a Corporate Social Responsibility Committee (CSRC)
which meets regularly, with members from each of the Group's
operations, ncluding the Hong Kong office

The CSRC 15 responsible for ensuring that each business in the Group
operates to the same broad guidelines defined in the Group policy
statement 1ssued by the CSRC This statement deals with health and
safety, employee well being, the Group’s impact on the environment
and 1ts social responsibility

Every new or prospective supplier must satisfactonly complete
an audit before being vahdated by the Group Follow up audits are
undertaken on a regular basis once supphers are accepted With
the benefits of language and location, the Group's Hong Kong office
15 able to controt the audits of the suppliers in Asia Other supplier
audits are controlled from the UK

The Group continues to be engaged in a number of projects, in
compunction with stakeholders, to reduce carbon dioxide emissions,
safely and efficiently dispose of waste and, where possible, re-use and
recycle products and packaging

Tandem Group plc Annual Report and Accounts for the year ended 31 December 2013
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Employment policies

Iti5 the policy of the Group that there should be no unfair discrimination
in considering applications for employment, including those from
disabled persons All employees are given equal opportunities for
career development and promotion Heatth and safety committee
meetings are held within the operating businesses

The necessity and importance of good communications and relations
with all employees 1s well recognised and accepted throughout the
Group Employees are kept fully aware of management pohcies
applicable to their respective duties The Directors are committed
to the princple of employee and executive share participation as
evidenced by the existence of share option schemes Options are
granted under these schemes in order that employees can participate
in the Group's performance

Stalement of Direclors” responsibilities

The Directors are responsible for preparing the Directors” report,
Strategic report and financial statements i accordance with
apphcable law and regulations

Company law requires the Directors to prepare financial statements
for each financial year Under that law the Directors have to prepare
the Group financial statements in accordance with International
Financial Reporting Standards (IFRS} as adopted by the European
Uruon, and the Directors have elected to prepare Company financial
statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and
applicable laws) 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 and profit or loss of the Group and
the Company for that peried In preparnng these finanaial statements,
the Directors are required to

» select sutable accounting policies and then apply them
consistently,

» make Judgements and accounting estimates that are reasonable
and prudent,

+ state whether applicable accounting standards have been followed,
subject to any material departures disclosed and explained in the
financial statements,

+ prepare the financial statements on the going concern basis unless
it 15 Inappropriate to presume that the Company will continue in
business

The Directors are responsible for keeping adequate accounting
records that are sufficent 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 Comparies 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 irregularties
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DireCtorS’ Reporl continued

The Directors confirm that

* sp far as each Director 15 aware, there s no relevant audit
information of which the Group’s auditor 1s unaware, and

+ the Directors have taken alf 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 auditors are aware of
that information

The Directors are responsible for the maintenance and integrity of the
corporate and finanaial information included on the Group’s website
Legislation in the Umited Kingdom governing the preparation and
dissemination of financial statements may differ from legislation in
other jurnisdictions

Auditor

A resolution to re-appoint Grant Thornton UK LLP as the Company's
auditor wili be proposed at the forthcoming Annual General Meeting

Annual General Meeling
The notice of the Annual General Meeting includes resolutions 6, 7
and 8 proposed as special business

Resolution & 1s an ordinary resolution which seeks the authonty from
shareholders for the Company to purchase its own shares

Resolution 7 1s a special resolution and seeks the authonty from
shareholders for the Directors to be given the general power to allot
equity secunties (as defined by section 560 of the Companies Act
2006) for cash

Resolution 8 1s also a speaial resclution which seeks the authority
from shareholders for the Company to make market purchases

The Directors would only exercise these authonties If the effect
of dong so would, in therr opinion, be in the best interests of
shareholders generally In addition, in exercising such authonties, the
Company would comply with the current guidelines of the ABi and the
UK Listing Authority

By Order of the Board
J C Shears ’%‘—.’

Company Secretary
4 Apnl 2014

Registered number 00616818
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Corporate Governance Statement

As the Company’s shares are traded on AIM the Company has not
complied with the UK Corporate Governance Code nor is it required to
However, the Company 1s committed to high standards of corporate
governance and draws upon best practice available, including those
aspects of the code considered appropnate

The Company 15 controlled through the Board of Directors which
comprises three executive Directors and three independent non-
executive Directors The service contracts of the three executive
Oirectors may be terminated by either party gving 12 months’
written notice  The remuneration and other emoluments of executive
Directors and senior managers are determined by the Remuneration
Commuttee, of which M P J Keene, | S T Morns and A Q Bestwick are
members Executive remuneration packages are subject to an annual
review and are designed to attract, motivate and retarn Directors and
senior managers of a high calibre

The Board has a formal schedule of matters reserved to it and meets
monthly It 1s responsible for overall Group strategy, acquisition and
divestment policy, approval of major capital expenditure projects
and consideration of significant financing matters It monitors the
exposure 1o key business nisks and reviews the strategic direction
of its trading businesses, thewr annual budgets, ther progress
towards achievement of those budgets and their capital expenditure
programmes The Board alsc considers environmental and employee
1ssues and key appointments All Directors will submit themselves for
re-election at |east once every three years

The Board has established three committees The Audit Committee
meets as appropriate to review the Group's accounting policies,
reporting procedures and financial matters, with the Group Finance
Director and the external auditor in attendance The Nominations
Committee meets when apphcable to consider and recommend to
the Board changes in the Board’s composition The Remuneration
Committee reviews the terms and conditions of employment of the
Directors and sermor managers M P J Keene and J S T Morns are
members of the Audit Committee M P J Keene and A Q Bestwick
are members of the Noeminations Committee Independent external
advice 1s taken when appropriate

The Group encourages two-way communication with both its
institutional and private investors and endeavours to respond
quickly to all queries receved verbally or in writing The executive
Directors attended meetings with shareholders in the year ended
31 December 2013

The Group has a comprehensive system for reporting finanoal results
to the Board Each operating unit prepares monthly results with a
comparison against budget Towards the end of each finanaal year
the operating units prepare detaled budgets for the following year
Budgets and plans are reviewed by the Board before being formally
adopted
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Qualty and integrity of personnel i1s regarded as wital to the
maintenance of the Group’s system of internal control Due to the
relatively small number of key employees within the business, the
Board has first hand knowledge of their performance

The executive management has defined the financial controls and
precedures with which each operating unit 1s required to comply
Key controls over major business nisks include reviews against
performance indicators and exception reporting The operating units
make regular assessments of the extent of therr compliance with
these controls and procedures

Much of the Group's financral and management information 1s
processed by and stored on computer systems Accordingly, the
Group has estabhshed controls and procedures over the securty of
data held on computer systems Also, the Group has put in place
arrangements for computer processing to continue and data to be
retained in the event of the complete failure of the Group’s own data
processing facility

With a substantial part of purchases in United States dollars, protecting
aganst foreign exchange fluctuations In this currency 1s recognised
by the Directors as a key responsibility The use of various finanaal
instruments mimmises vulnerability to the volatiity of the US dollar

A number of the Group’s key functions, including treasury, taxation
and insurance, are dealt with centrally by the Group Finance Director
who reports to the Board on a monthly basis

The Group meets its day to day working capital requirements through
certain overdraft and invoice financing facitlities The bank facilities
were renewed In November 2013 and the Group expects to operate
within the facilities currently agreed

Based on the Group's plans, and after making enquiries, the Directors
have a reasonable expectation that the Group has adequate resources
to continue operations for the foreseeable future For this reason, the
Directors continue to adopt the going concern basis in prepanng the
financial statements
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Report of the Independent Auditor

to the members of Tandem Group plc

We have audited the financial statements of Tandem Group ple for
the year ended 31 December 2013 which comprise the Consoldated
income statement, the Consolidated statement of comprehensive
income, the Consolidated balance sheet, the Consolidated statement
of changes in equity, the Consolidated cash flow statement, the
Company balance sheet and the related notes The financial reporting
framework that has been applied in the preparation of the group
financia! statements 1s applcable law and International Financial
Reporting Standards (IFRSs) as adopted by the European Union
The financial reporting framework that has been apphed n the
preparation of the parent company financial statements 1s applicable
law and United Kingdom Accounting Standards {United Kingdom
Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, in
accordance with Chapter 3 of Part 16 of the Companies Act 2006
Our audit work has been undertaken so that we might state to the
company’s members those matters we are required to state to them
in an auditor’s report and for no other purpose To the fullest extent
permutted by law, we do not accept or assume responsibility to anyone
other than the company and the company’s members as a body, for
our audit work, for this report, or for the opinions we have formed

Respeclive responsiblilities of directors and auditor
As explained more fully in the Statement of Directors’ responsibilities
set out on pages 7 and 8 the Directors are responsible for the
preparation of the financial statements and for being satisfied that
they give a true and fair view Our responsibifity 1s to audit and express
an opimon on the financial statements in accordance with applicable
law and International Standards on Auditing {UK and Irefand) Those
standards require us to comply with the Auditing Practices Board's
{APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A descniption of the scope of an audit of financial statements 1s provided
on the APB’s website at www frc org uk/apb/scope/private ¢fm

Opinion on financial statements

In our optmon

« the financial statements give a true and fair view of the state of
the Group's and of the parent company’s affairs as at 31 December
2013 and of the Group’s profit for the year then ended,

* the Group financial statements have been properly prepared in
accordance with IFRS as adopted by the European Union,

s the parent company financial statements have been properly
prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, and

+ the financial statements have been prepared in accordance with
the requirements of the Companies Act 2006
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Opinion on other matter prescribed by the
Companies Act 2006

In our opinten the information given in the Strategic report and
the Directors’ report for the financial year for which the financial
statements are prepared 15 consistent with the financial statements

Matters on which we are required Lo report by
exception

We have nothing to report in respect of the following matters where
the Companies Act 2006 requires us to report to you if, in cur opinion

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

* the parent company financial statements are not in agreement
with the accounting records and returns, or

« certain disclosures of directors’ remuneration specified by law are
not made, or

« we have not receved all the information and explanations we
require for our audit

Rebecca Eagle

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Birmingham

4 Apnil 2014

couwnds Thoman \MUJO
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Year ended
Before non- Non- After non- 31 December
underlying underlying underlying 2012
items items items Restated
Note £'000 £000 £000 £'000
Revenue 3 28,347 - 28,347 28,952
Cost of sales {20,061} - (20,061) {20,364)
Gross profit 8,286 - 8,286 8,588
Operating expenses 4 (7,314) - {7,314) {7,617}
Operating profit before exceptional costs 972 — 972 971
Exceptional costs - {142} {142) -
Operating profit after exceptional costs 972 {142) 830 971
Finance costs 5 {149) {665) {814) {203)
Profit before taxation 823 {807) 16 768
Tax credit/(expense) 7 230 108 338 {157)
Net profit for the year 1,053 (699) 354 611
Earnings per share 8 Pence Pence
Basic 763 1322
Oiluted 754 1305
Consolidated Statement of Comprehensive Income
Year
Year ended
ended 31 December
31 December 2012
2013 Restated
£'000 £000
Net profit for the year 359 611
Other comprehensive income
items thot will be reclassified subsequently to profit and loss
Foreign exchange differences on translation of foreign operations (53) {93)
Items that will not be reclassified subsequently to profit or loss
Actuanal loss on pension schemes (16) (942}
Movement in pension schemes’ deferred tax provision {128) 63
Other comprehensive income for the year (197) (972)
Total comprehensive income for the year attnibutable to equity shareholders 157 {361)

All figures relate to continuing operations

The accompanying notes form an integral part of these financial statements
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Consolidated Balance Sheet

At At
31 December 31 December
2013 2012
Note £000 £'000
Non current assets
Intangible fixed assets 9 2,236 2,236
Property, plant and equipment 10 3,128 348
Deferred taxation 17 1,947 1,749
7,311 4,333
Current assets
Inventories 11 3,827 4,783
Trade and other receivables 12 5,374 4,829
Cash and cash eguivalents 13 2,925 1,498
12,126 11,110
Total assets 19,437 15,443
Current habilities
Trade and other payables 14 {3,557) (3,188)
Other habthtres 15 (4,636) {2,994)
Denvative financial hability held at fair value 16 {516) -
Current tax liabilihes {222) (160)
(8,931) (6,342)
Non current habilities
Borrowings 15 {1,405) -
Pension schemes” deficits 18 (3,461) (3,539}
(4,866) (3,539)
Total habilities {13,797) (9,881}
Net assets 5,640 5,562
Equity
Share capital 19 1,503 1,503
Shares held In treasury 19 {336) {361)
Share premium 84 i3
Other reserves 2,730 2,783
Profit and loss account 1,659 1,624
Total equity 5,640 5,562

The financial statements were approved by the Board on 4 April 2014 and signed on 1ts behalf by

M P I Keene 1 CShears !/\N)
Director Drrector

The accompanying notes form an integral part of these financial statements
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Consolidated Statement of Changes in Equity

Shares Capnal Profit
Share held in Share Merger redemption Translation  and loss
capital  treasury premium reserve reserve reserve account Total
£'000 £'000 £000 £'000 £'000 £000 £'000 £'000
Balance at 1 January 2012 1,503 (337} i3 1,036 1,427 413 2,093 6,148
Net profit for the year {restated) — - - - — - 611 611
Re-translation of overseas subsidiaries - - - - - (93) - {93)

Net actuanal loss on pension schemes

{restated} —_ - — - — - (879) {879)
Total comprehensive income for

the year attributable to equity

shareholders — - — — — (93} (268} (361)
Share based payments — - - - - - 5 5
Share buyback — (24) - — - - (58} (82)
Dividends paid — - - — — — (148} {148}
Total transactions with owners - (24) — - — -— {469} {586)
Balance at 1 January 2013 1,503 (361) 13 1,036 1,427 320 1,624 5,562
Net profit for the year — - — - - — 354 354
Re-translation of overseas subsidiaries — - - - - (53) - {53)
Net actuanal loss on pension schemes - - - - - - (144) {144)

Total comprehensive income for
the year attnbutable to equity

shareholders - - — — - (53) 210 157
Share based payments - - - - —_ - 8 8
Exercise of share options — 25 71 — — — (26) 70
Dividends paid — - — — — — {157} {157}
Total transactions with owners — 25 7% — — - 35 78
Balance at 31 December 2013 1,503 {336) 84 1,036 1,427 267 1,659 5,640

The share premium was created following the exercise of share options
The merger reserve was created as a result of merger rehef being claimed in respect of previous share 1ssues
Other reserves include a capital redemption reserve and a translation reserve These reserves are non-distributable

The profit and loss account includes all current and prior period results and share based payments as disclosed in the consolidated income
statement

The accompanying notes form an integral part of these financial statements
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Consolidated Cash Flow Statement

Year
Year ended
ended 31 December
31 December 2012
2013 Restated
£000 £'000
Cash flows from operating activities
Profit before taxation for the year 16 768
Adjustments
Depreciation of property, plant and equipment 116 85
Finance costs 814 203
Share based payments 8 5
Net cash flow from operating activities before mavements in working capital 954 1,061
Change in inventories 956 407
Change in trade and other receivables (870) 275
Change in trade and other payables 589 {1,331)
Cash generated from operations 1,629 412
Interest paid (151) {79)
Tax paud {62) (290}
Net cash flows from operating activities 1,416 43
Cash flows from investing activities
Purchases of property, plant and equipment {2,896} (154)
Sate of property, plant and equipment 4 4
Net cash flows from investing activities {2,892} {150)
Cash flows from financing activities
New loans 1,610 -
Loan repayments (98) -
Movement in invoice financing 1,535 {518)
Exercise of share options 70 -
Dividends paid {157) {148)
Payment to acquire own shares - (82)
Net cash flows from financing activities 2,960 {748)
Net change in cash and cash equivalents 1,484 {855)
Cash and cash equivalents at beginning of year 1,498 2,446
Effect of foreign exchange rate changes {57) (93)
Cash and cash equivalents at end of year 2,925 1,498

The accompanying nates form an integral part of these financial statements
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Noles to the Financial Statements

1 General information

Tandem Group plc, a public hmited company traded on the
Alternative Investment Market, 1s incorporated and domiciled in
the United Kingdom The Company acts as a holding company of
the Group The registered office and principal place of business
of the Group 1s disclosed on the Directors and advisers page
to these finanaal statements The Group’s principal actiwity 15

disclosed on page 6

The financial statements for the year ended 31 December 2013
{including the comparatives for the year ended 31 December

2012) were approved by the Board of Directors on 4 April 2014

The Group does not have an ultimate controlling related party

2 Accounting policies
Non-underlying items

Non-underlying items are material items which arise from
unusual non-recurring or non-trading events They are disclosed
in aggregate on the Consclidated income statement where
in the opinion of the Directors such disclosure 15 necessary in
order to fairly present the results for the penod Non-underlying
items comprise exceptional costs of Group restructuring, the
finance cost related to the Group’s penston schemes calculated
in accordance with IAS 19 and the impact of the movement in
respect of dervative foreign exchange contracts held at fair value

through the profit and loss in accordance with 1AS 39

Change of accounting policies
Amendments to IAS 19 ‘Employee Benefits’ (IAS 19}

The 2011 amendments to I1AS 19 made a number of changes
to the accounting for employee benefits, the most significant

relating to defined benefit plans The amendments

+ eliminate the ‘corndor method’ and requires the recognition
of remeasurements (including actuanal gains and losses)
ansing 1in the reporting peniod in other comprehensive

income,

* change the measurement and presentation of certain
components of the defined benefit cost The net amount
in profit or loss 1s affected by the removal of the expected
return on plan assets and interest cost components and their
replacement by a net interest expense or income based on

the net defined benefit asset or liability, and

+ enhance disclosures, including more information about the

charactenstics of defined benefit plans and refated risks

IAS 19 has been applied retrospectively in accordance with its
transitional provisions Consequently, the Group has restated its
reported results in the comparative year ended 31 December
2012 with the effect of the application of 1AS 19 a reduction
to net profit of £62,000 and a reduction 15 basic and difuted
earmings per share of 1 35 pence and 1 33 pence respectively
The impact of deferred tax movements in the consolidated
income statement and statement of comprehensive income 1s

considered iImmatenal to the financial statements
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Basis of preparalion

The principal accounting policies of the Group are set out below
and are cansistent with those applied in the prior year financial
statements

Overall considerations

The consolidated financial statements have been prepared
using the measurement bases speafied by IFRS as adopted by
the EU for each type of asset, hability, income and expense The
measurement bases are more fully described in the accounting
policies below

All accounting estimates and assumptions that are used In
prepanng the financial statements are consistent with the
Group’s latest approved budget where apphcable Judgements
are based on the information available at each batance sheet
date Disclosure of the significant accounting estimates and
Judgements can be found on pages 18 and 19

Basis of consolidation

Subsidiaries are all entities over which the Group has the power
to control the finanaial and operating policies The Group obtains
and exercises control through voting rights The consolidated
financial statements of the Group incorporate the financal
statements of the parent Company as well as those entities
cantrolled by the Group by full consolidation

In addition, acquired subsidiaries are subject to application of the
purchase method This involves the revaluation at fair value of all
identifiable assets and habilities, including contingent habilities of
the subsidiary, at the acquisition date, regardless of whether or
not they were recorded in the consclidated financial statements
of the subsidiary prior to acquisition On mitial recogrution,
the assets and liabilittes of the subsidhary are included in the
consolidated balance sheet at these fair values, which are also
used as the bases for subsequent measurement in accordance
with the Group accounting policies Goodwill represents the
excess of acquisition cost over the fair value of the Group’s share
of the identifiable net assets of the acquired subsidiary at the
date of acquisition

Intra-group balances and transactions, and any unrealised gains
or losses arising from intra-group transactions, are eliminated in
preparing the consolidated financal statements

Foreign currency

The Group’s consolidated finanaial statements are presented in
sterling {£), which 15 also the functional currency of the parent
Company

Foreign currency transactions are translated into the functional
currency of the respective Group entity, using the exchange rates
prevathng at the dates of the transactians Foreign exchange gans
and losses resulting from the settlement of such transactions
and from the remeasurement of monetary balance sheet items
at year end exchange rates are recognised in the consohdated
Income statement
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NOteS lO the FinanCial Statements continued

Accounling policies continued

In the Group’s financial statements, all tems and transactions of
Group entities with a functional currency other than sterling were
translated into sterling upon consohdation Assets and habilities
have been translated into sterhng at the closing rate at the
balance sheet date Income and expenses have been translated
into sterling at the average rates over the reporting period Any
differences arising from this procedure have been charged or
crecdited through other comprehensive income to the currency
translation reserve in equity Goodwill and fair value adjustments
arising on the acquisition of a foreign entity have been treated
as assets and lhabilities of the foreign entity and translated into
sterling at the closing rate

The Group has taken advantage of the exemption in IFRS 1 and
has deemed cumulative translation differences for all foregn
operations to be £nil at the date of transition to IFRS The gain
or loss on disposal of these operations excludes translation
differences that arose hefore the date of transition to IFRS but
includes later translation differences

income recognition

Revenueis measured byreference tothe fairvalue of consideration
receivable by the Group for goods supplied, excluding VAT and
trade discounts Revenue 15 recognised upon the sale of goods or
transfer of risk to the customer Revenue from the sale of goods 1s
recogrised when all the following conditions have been satisfied

« the Group has transferred to the buyer the significant risks
and rewards of ownership of the goods which is generally
when they are received by the customer at the agreed place
of delivery,

+ theGroup retains neither continming managenal involvement
to the degree usually associated with ownership nor
effective control over the goods sold,

+ the amount of revenue can be measured rehably,

* it1s probable that the economic benefits associated with the
transaction will flow to the Group, and

* the costs incurred or to be incurred in respect of the
transaction can be measured reliably

Business combinations and goodwill

The consideration transferred by the Group to obtain control of
a subsidiary 1s calculated as the sum of the acquisition-date farr
values of assets transferred, liabilities incurred and the equity
interests 1ssued by the Group, which includes the fair value of
any asset or hability ansing from a contingent consideration
arrangement Acquisition costs are expensed as incurred

The Group recognises identifiable assets acquired and habilities
assumed tn a business combination regardless of whether they
have been previously recognised in the acquiree’s financial
statements prior to the acquisition Assets acquired and habihties
assumed are generally measured at therr acquisiton-date fawr
values

Goodwill 15 stated after separate recognitton of identifiable
intangible assets It 15 calculated as the excess of the sum of a)
fair value of consideration transferred, b} the recognised amount
of any non-controlling interest in the acquiree and c) acquisition-
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date fair value of any existing equity interest in the acquiree, over
the acquisiion-date fair values of identifiable net assets If the
fair values of identifiable net assets exceed the sum calculated
above, the excess amount {i e gain on a bargain purchase) 15
recogrused in profit or loss immediately Goodwill is carned at
cost less accumulated impairment losses and 1s tested annually
for impairment as described below

Impairment
The Group’s goodwill and property, plant and equipment Is
subject to impairment testing

For the purposes of assessing impairment, assets are grouped
at the lowest levels for which there are separately identifiable
cash flows {cash-generating units) As a result, some assets
are tested individually for impairment and some are tested at
cash-generating unit level Goodwill 15 allocated to those cash-
generating urits that are expected to benefit from synerges of
the related busmess combination and represent the lowest level
within the Group at which management controls the related cash
flows

Cash-generating units that include goodwill are tested for
impairment at least annually All other indwidual assets or
cash-generating units that do not include goodwill are tested
for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable

An impairment loss 1s recogmised for the amount by which the
asset’s or cash-generating unit’s carrying amount exceeds rts
recoverable amount The recoverable amount 1s the higher of
fair value, reflecting market conditions fess costs to sell and value
in use, based on an internal discounted cash flow evaluation
Impairment losses recogmsed for cash-generating units, to which
goodwill has been allocated, are credited initially to the carrying
amount of goodwill Any remaintng impairment loss 1s charged
pro rata to the other assets in the cash generating umt With the
exception of goodwill, all assets are subsequently reassessed for
indications that an impairment loss previgusly recognised may
ne longer exist

Property, plant and equipment

Property, plant and equipment 1s carned at acquisition cost less
subsequent depreciation and impairment losses Depreciation
15 charged on these assets on a straight line basis over the
estimated useful economic hfe of each asset Matenal residual
value estimates and useful economic lives are updated as
required and at {east annually The useful hives of property, plant
and equipment can be summansed as follows

Land not depreciated
Freehold building 50 years

Short leasehold land and builldings Length of lease
Vehicles 3 -4 years
Plant and machinery 3 - 10 years
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Accounting policies continued

Inventories

All inventeries and work in progress are stated at the lower of
cost and net realisable value Costis based on the firstn first out
method and, where appropriate, includes a proportion of related
overhead expenditure

Segment reporting

Operating segments are reported in a manner consistent with
the internal reporting provided to the chief operating decision
makers whose members are responsible for allocating resources
and assessing performance of the operating segments

Leases

In accordance with IAS 17, the economic ownership of a leased
asset 1s transferred to the lessee if the lessee bears substantially
all the nisks and rewards related to the ownership of the leased
asset The related asset i1s recognised at the time of inception
of the lease at the fair value of the leased asset or, if lower, the
present value of the lease payments plus incidental payments,
if any, to be borne by the lessee A corresponding amount 15
recognised as a finance leasing habilty, irrespective of whether
some of these lease payments are payable in advance at the date
of inception of the lease

All other leases are treated as operating leases Payments on
operating lease agreements are recognised as an expense on a
straight-line basis Associated costs, such as mamntenance and
insurance, are expensed as incurred The Group does not act as
a lessor

Taxation

Current income tax assets or liabilities comprise those obligations
to, or claims from, fiscal authorities relating to the current or
prior reporting pened, that are unpaid at the balance sheet
date They are calculated according to the tax rates and tax laws
applicable to the fiscal periods to which they relate, based on the
taxable profit for the year

Deferred mcome taxes are calculated using the hability method
on temporary differences This involves the companison of the
carrying amounts of assets and liabilities in the conschdated
financial statements with their respective tax bases However, in
accordance with the rules set outin IAS 12, no deferred taxes are
recogrised on the mitial recognition of goodwill, nor en the imtial
recognition of assets or labilities unless acquired in a business
combination or in a transaction that affects tax or accounting
profit This applies also to temporary differences associated with
shares in subsidiaries if reversal of these temporary differences
can be controlled by the Group and it 1s probable that reversal
will not occur In the foreseeable future In addition, tax losses
available to be carried forward as well as other income tax credits
to the Group are assessed for recognition as deferred tax assets
Deferred tax hiabilities are provided for in full Deferred tax assets
are recognised to the extent that it 1s probable that they will be
able to be offset against future taxable income Deferred tax
assets and liabiities are calculated, wathout discounting, at tax
rates that are expected to apply to their respective period of
reahsation, provided they are enacted or substantively enacted
at the balance sheet date
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Most changes in deferred tax assets or liabilities are recognised
as a component of tax expense in the consolidated income
statement Changes n deferred tax assets or labilities that
relate to a change 1n value of assets or liabihties that are charged
directly to other comprehensive income or equity are charged
or credited directly to other comprehensive income or equity
respectively

Employee benefits

Defined contribution pension schemes

Pensions to employees are provided through contributions te
indidual personal pension plans A defined contribution plan 1s
a pension plan under which the Group pays fixed contributions
into anindependent entity The Group has no legal or constructive
obligations to pay further contributions after payment of the
fixed contribution

The contnbutions recogmised in respect of personal pension
plans are expensed as they fall due Liabilities and assets may
be recognised If an underpayment or prepayment has occurred
and are included in current iabilities or current assets as they are
normally of a short term nature

Defined benefit pension schemes

Scheme assets are measured at fair values Scheme liabilities are
measured on an actuarial basis using the projected unit method
and are discounted at appropriate high quality corporate bond
rates that have terms to matunty approximating to the terms
of the related hability Appropriate adjustments are made for
unrecognised actuanal gains or losses and past service costs

Actuarial gains and losses are recognised immediately in the
consolidated statement of comprehensive income The net
surplus or deficit 1s presented in non current assets or habilities
on the consolidated balance sheet The related deferred tax is
shown with other deferred tax balances A surplus is recogmsed
only to the extent that it 1s recoverable by the Group

The service cost and costs from settlements and curtailments are
charged to operating expenses Net interest costs or income are
included in finance costs or income n the consohdated income
statement Post-employment benefits other than pensions are
accounted for in the same way

Financial assels
The Group's financial assets include cash and cash equivalents
and trade and other recevables

All financial assets are recogrised when the entity becomes
party to the contractual prowisions of an instrument All financial
assets are intially recognised at fair value, plus transaction costs,
and are subsequently measured at amortised cost using the
effective interest rate Financial assets are derecognised when
the contractual rights to the cash flows from the financial asset
expire, or when the financial asset and all substantial nsks and
rewards are transferred

Interest and other cash flows resulting from holding financial
assets are recognised in the consclidated income statement
using the effective interest rate method, regardless of how the
related carrying amount of financial assets is measured
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Notes to the Financial Statements continued

Accounling policies continued

Trade recewables are provided against when objective evidence
1s received that the Group will not be able to collect all amounts
due to 1t in accordance with the onginal terms of the receivables
The amount of the wnite-down 1s determined as the difference
between the asset’s carrying amount and the present value of
estimated future cash flows discounted at the ornginal effective
Interest rate

Cash and cash equivalents

For the purposes of the consolidated cash flow statement, cash
and cash equivalents include cash at bank and in hand and
short term highty quid investments such as bank deposits less
advances from banks repayable within three months from the
date of advance

Equity

An equity instrument 15 any contract that evidences a residual
interest inthe assets of an entity after deducting all of its habilities
When the Company purchases its own eqguity share capital, the
consideration pad 1s deducted from equity attributable to the
Company’s equity shareholders until the shares are cancelled or
reissued

Share capital 1s determined using the nominal value of shares
that have been 1ssued

The merger reserve was created as a result of merger relief being
claimed in respect of previous share issues

Other reserves include a capital redemption reserve and a
translation reserve These reserves are non-distributable

The profit and loss account includes all current and prior peniod
results and share based payments as disclosed i the consohdated
income statement

Share based employee remuneration
The Group operates equity settled share based remuneration
plans for its senior employees

All employee services received in exchange for the grant of any
share based remuneration are measured at thewr fair values
These are indirectly determined by reference to the fair value
of the share options awarded Their value i1s appraised at the
grant date and excludes the impact of any non-market vesting
conditions

All share based remuneration 15 ultimately recogrused as
an expense In the consolidated income statement with a
corresponding credit to reserves, net of deferred tax where
apphcable If vesting peniods or other vesting conditions apply,
the expense 1s allocated over the vesting penod, based on
the best avalable estimate of the number of share options
expected to vest Non-market vesting conditions are included in
assurnptions about the number of options that are expected to
bhecome exercisable Estimates are subseguently revised if there
15 any indication that the number of share options expected to
vest differs from previous estimates No adjustment 1s made to
the expense recognised in prior peniods if fewer share options
ulttmately are exercised than onginally estimated
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Upon exeraise of share options, the proceeds received net of any
directly attributable transaction costs up to the nominal value of
the shares 1ssued are allocated to share capital with any excess
being recorded as share premium

Financial liabilities
The Group’s financial habilittes include trade and other payables,
invoice finance and forward exchange contracts

Financial habilities are recognmised when the Group becomes
a party to the contractual agreements of the instrument All
interest related charges are recognised in the consolidated
Income statement

Finance charges are charged to the consoldated income
statement on an accruals basis using the effective interest
method and are added to the carrying amount of the instrument
to the extent that they are not settled in the perniod in which they
arise

Trade and other payables are recogrised irtially at their fair value
and subsequently measured at amortised cost less settlement
payments

Invorce finance habilities are recognised at the time the Group
becomes a party to the contractual provisions of the mnvoice
finance agreement

Forward exchange contracts are financial habilities held at farr
value through profit and loss in accordance with the policy below

Forward foreign exchange contracts

From time to time the Group enters into forward contracts for
the purchase or sale of foreign currencies These are classified as
denvatives and carried at farr value through profit or loss in the
consolidated financial statements Any re-measurement gains or
losses are taken to the consolidated income statement

Forward exchange contracts are entered into to mitigate exposure
to foreign exchange fluctuations relating to purchases made in
foreign currencies, principally the US dollar The Group’s policy
15 to reduce substantially the nsk associated with purchases
denominated in foreign currencies by using forward fixed rate
currency purchase contracts, taking into account any foreign
currency cash flows The foreign exchange contracts do not meet
the critena for treatment as an effective hedge and accordingly
any gain or loss 15 recognised immediately in the consol:dated
ncome statement as a finance cost

Significant accounting estimates and

judgemenits

Certain estimates and judgements need to be made by the
Directors of the Group which affect the results and position of
the Group as reported in the financal statements Estimates
and judgements are required if, for example, as at the reporting
date not all iabihties have been settled and certain assets and
liabilities are recorded at fair value which requires a number of
estimates and assumptions to be made
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Accounting policies continued

Key areas of estimation uncertainty
Impairment of goodwill

The annual impairment assessment 1n respect of goodwll
reguires estimates of the value in use of cash generating units
to which goodwill has been allocated to be calculated As a
result, estimates of future cash flows are required, together with
an appropnate discount factor for the purpose of determming
the present vaiue of those cash flows The basis of review of
the carrying value of goodwill 1s as detaled in note 9 to the
consolidated financial statements

Pension scheme valuation

The habilities in respect of defined benefit pension schemes are
calculated by qualified actuaries and reviewed by the Group, but
are necessanly based on subjective assumptions The pnincipal
uncertainties relate to the estimation of the discount rate, hfe
expectancies of scheme members, future investment yields
and general market conditions for factors such as inflation and
interest rates The speafic assumptions adopted are disclosed in
detail in note 18 to the consolidated financral statements Profits
and losses in relation to changes in actuanal assumptions are
taken directly to reserves and therefore do not impact on the
profitability of the business, but the changes do tmpact on net
assets

inventory provisioning

The Group reviews the net realisable value of and demand for
its Inventory on an ongoing basis to ensure recorded inventory
15 stated at the lower of cost or net realisable value Factors that
could impact estimated demand and selling prices are the timing
and success of future technological innovations, competitor
actions, supphers prices and economic trends If total inventory
losses differ, the Group’s consolidated net income in the year
would have improved or declined, depending upaon whether the
actual results were better or worse than expected

Bad debt prowision

At each reporting period, the Directors review outstanding
debts and determine appropriate provision levels The recovery
of certain debts 15 dependent on the indmdual circumstances
of customers As disclosed in note 12 there are a number of
debts which remain outstanding past their due date, which the
Directors believe to be recoverable
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Key judgements

Deferred tax assets

In determining the deferred tax asset to be recognised the
Directors carefully review the recoverability of these assets
on 2 prudent basis and reach a judgement based on the best
avatlable information Estimates and judgements used in
the financial statements are based on historical expertence
and other assumptions that the Directors and management
consider reasonable and are consistent with the Group's latest
budgeted forecasts where applicable Judgements are based on
the infermation available at each balance sheet date Although
these estimates are based on the best information available to
the Directors, actual results may ultimately differ from those
estimates

Standards and interpretations not yet
applied

The following new standards and interpretations, which are yet
to become mandatory, have not been applied in the Group’s
consclidated financial statements for the year ended 31
December 2013

* |IFRS 9 Financial Instruments {not yet adopted by the EU)

*  |FRS 10 Consolidated Financial Statements (effective 1 January
2014)

s |FRS 11 Joint Arrangements (effective date 1 January 2014)

= |FRS 12 Dusclosure of Interests in Other Entities (effective
1 lanuary 2014)

* IFRS 14 Regulatory Deferral Accounts (not yet adopted by
the EU)

= |AS 27 (Revised), Separate Financia! Statements (effective
1 lanuary 2014)

* |AS 28 (Rewised), Investments in Associates and Jont
Ventures (effective date 1 January 2014)

« Transition Guidance — Amendments to IFRS 10, IFRS 11 and
IFRS 12 (effective date 1 January 2014}

. Investment Entities — Amendments to [FRS 10, IFRS 12 and
1AS 27 {effective 1 January 2014)

o Offsetting Financial Assets and Financial Liabilities -
Amendments to I1AS 32 (effective 1 January 2014)

+ |IFRIC Interpretation 21 Levies {not yet adopted by the EU)

» Recoverable Amount Disclosures for Non-Financial Assets
{Amendments to 1AS 36) (effective 1 January 2014)

*  Novation of Denvatives and Continuatton of Hedge Accounting
{Amendments to |AS 39) (effective 1 January 2014)

s Defined Benefit Plans Employee Contnbutions (Amendments
to IAS 19) {not yet adopted by the EU)

¢+ Annual Improvements to IFRSs 2010-2012 Cycle (not yet
adopted by the EL)

* Apnual Improvements to IFRSs 2011-2013 Cycle (not yet
adopted by the EU)

The Group 1s currently not aware ¢f any matenal impact on the
financial statements as a result of the introduction of the above
standards and interpretations
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Notes o the Financial Statements continued

3. Segmental reporting

For management purposes the Group 1s organised into two operating segments The revenues, results and net assets for these segments
are shown below

Bicycles and Sports, leisure

accessories and toys Total
Year ended 31 December 2013 £'000 £000 £/000
Revenue 15,149 13,198 28,347
Segment result before corporate charges 476 1,038 1,514
Allocation of corporate charges (188) (346) {534)
Segment result after corporate charges 288 692 980
Unallocated corporate charges (8)
Operating profit 972
Exceptional costs (142)
Finance costs (814)
Profit before taxation 16
Tax credit 338
Net profit for the year 354
Segment assets 8,004 5,843 13,907
Unallocated assets 5,530
Total assets 19,437
Segment labilities (3,443) (5,117) (8,560)
Unallocated liabiities (5,237)
Total habilities {13,797}
Consolidated net assets 5,640
Capital additions
Group — - 2,745
Segments 14 137 151
14 137 2,896
Depreciation and goodwill impairment a6 70 116
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3 Segmental reporting continued
Bicycles and  Sports, leisure

accessores and toys Total
Year ended 31 December 2012 £'000 £'000 £000
Revenue 16,979 11,973 28,952
Segment result before corporate charges 797 892 1,689
Allocation of corporate charges (409) {307) {716}
Segment result after corporate charges 388 585 973
Unallocated corporate charges {2)
Operating profit 971
Finance costs {203)
Profit before taxation 768
Tax expense (157}
Net profit for the year 611
Segment assets 7,797 3,116 10,913
Unazllocated assets 4,530
Total assets 15,443
Segment habilities {3,289} (2,796) (6,085}
Unallocated liabilities (3,796)
Total habilities (9,881)
Consohdated net assets 5,562
Capital additions 94 60 154
Depreciation and goodwill impairment 39 46 85

The Group's revenues and non current assets are dimded into the following geographical areas

United Rest of
Kingdom Europe the World Total
Year ended 31 December 2013 £000 £'000 £'000 £000
Revenue 25,941 1,440 966 28,347
Non current assets 5,361 - 3 5,364
United Rest of
Kingdom Europe the World Total
Year ended 31 December 2012 £000 £000 £'000 £'000
Revenue 26,588 1,521 843 28,952
Non current assets 2,578 — 6 2,584

There was one customer {year ended 31 December 2012 — one) whose revenue from transactions amounted to 10% or more of the
Group’s revenue
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Governance

Financials



Tandem Group pic

Notes o the Financial Statements continued

4 Operating expenses
Year ended Year ended
31 December 31 December

2013 2012

£'000 £000
Distribution costs 4,324 4,606
Administrative expenses (before exceptional costs) 2,990 3,011
Total operating expenses {before exceptional costs) as shown in the Consolidated income statement 7.314 7,617
The operating expenses disclosed above include the following charges
Employee benefits expense (note 6} 3,566 3,553
Depreciation 116 85
Operating lease costs 483 750
Other expenses 3,149 3,229

7,314 7,617

Auditor’s remuneration in the capacity as auditor of the parent Company was £3,000 (year ended 31 December 2012 - £3,000) and in
the capacity as auditor of the subsidiary companies was £60,000 {year ended 31 December 2012 - £60,000) Non audit remuneration in
respect of tax services totalied £13,000 {year ended 31 December 2012 - £14,000)

Exceptional costs during the year of £142,000 (year ended 31 December 2012 — £nil) related to restructuring costs incurred by the Group

5 Finance coslts

Year ended
Year ended 31 December
31 December 2012
2013 Restated
£'000 £000

Finance costs
Interest payable on bank overdrafts and mvoice finance facibities 149 66
Expected return on pension scheme assets less interest on labilities 149 137
Fair value adyjustment in respect of dervative financial habihities held at fair value through profit and loss 516 —
814 203
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6 Directors’ and employees’ remuneration

Employee benelils expense
Expense recogmsed for employee benefits 1s analysed below

Year ended Year ended
31 December 31 December

2013 2012
£'000 £000
Wages and salanes 3,119 3,084
Social secunty costs 334 322 §
Share-based employee remuneration 8 5 g
Pension scheme contnibutions - defined contnbution schemes 105 142 g
3,566 3,553 3
Number Number
The average number of people {including Directors) employed by the Group during the year was
Selling and distnbution 59 62
Management and administration 23 27
82 89
Directors’ remuneration
Year ended 31 December 2013
Year ended “
Performance Benefits Pension 31 December ®
Salary/Fee bonus inkind contnbution Total 2012 §
£000 £°000 £'000 £'000 £'000 £000 E
M P J Keene 50 - - — 50 50
51 Grant 147 -_ 5 34 186 199
) C Shears 110 - 3 26 139 148
P Ratcliffe 133 -_ 6 12 151 101
15T Morns 20 - - - 20 20
A Q Bestwick 20 - - —_ 20 20
480 -_ 14 72 566 538

In addition te the above the total charge for Employer’s National Insurance for the pertod was £60,000 (year ended 31 December 2012
— £58,000) During the year and in the previcus year the Group contributed to defined contribution pension schemes for S J Grant,
1 C Shears and P Ratchffe The related share based remuneration charge was £7,000 (year ended 31 December 2012 - £5,000) of which
£3,000 (year ended 31 December 2012 - £3,000) related to ) C Shears, £3,000 (year ended 31 December 2012 - £1,000) related to
S ) Grant and £1,000 (year ended 31 December 2012 - £1,000) related to P Ratcliffe

Key management personnel
The Group considers the key management of the business to be the Directors of Tandem Group plc
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NOtes lO the FinanCiaI Statements continued

6. Direclors” and employees’ remuneration continued

Share based employee remuneralion
The following options were held at 31 December 2013 under the Group's share option schemes

Exercised/ Option price
At Granted lapsed At per 25p
1 lanuary during during 31 December ordinary
Number of shares 2013 penod period 2013 share Exercise pertod
2007 Employee Share Option Scheme
Directors
M P ] Keene 86,400 — — 86,400 78 91p 31/01/10 - 14/06/17
SJ Grant 83,200 - {8,200} 75,000 78 91p 31/01/10 — 14/06/17
27,475 - _ 27,475 107 00p 31/01/14 ~ 14/06/21
- 47,525 — 47,525 79 00p 31/12/15 - 29/10/23
) C Shears 8,000 — - 8,000 78 91p 31/01/10 - 14/06/17
67,000 — — 67,000 107 00p 31/01/14 - 14/06/21
—_ 35,000 — 35,000 7% 00p 31/12/15 - 29/10/23
P Ratcliffe 32,000 - - 32,000 78 91p 31/01/10 - 14/06/17
14,000 - - 14,000 107 00p 31/01/14 - 14/06/21
— 37,400 — 37,400 79 00p 31/12/15 - 29/10/23
Other employees 116,000 —_ — 116,000 78 91p 31/01/10 - 14/06/17
23,400 — — 23,400 107 00p 31/01/14 - 14/06/21
1936 Approved Share Option Scheme
Directors
M P | Keene 15,200 - {15,200} — 71 88p 01/05/06 —01/05/13
SJ Grant 20,800 - (20,800} - 71 88p 01/05/06 —01/05/13
16,000 - (16,000} — 62 S0p 26/06/09 - 26/06/16
P Ratchiffe 18,400 —_ {18,400} -_— 71 88p 01/05/06 - 01/05/13
5,600 - - 5,600 62 50p 26/06/09 — 26/06/16
Other employees 40,800 — (40,800) — 71 88p 01/05/06 - 01/05/13
26,400 — — 26,400 62 50p 26/06/09 - 26/06/16
600,675 119,925 {119,400} 601,200

The Group has the following outstanding share options and exercise prices

At 31 December 2013 At 31 December 2012

Remaining Remaining
Exerase  contractual Exercise contractual
price hife price Iife
Number {pence} {years} Number {pence) {years)

Date exercisable {option life)
2006 (up to 2013} - — - 95,200 71 88 03
2009 {up to 2016} 32,000 6250 25 48,000 62 50 15
2010 (up to 2017} 317,400 7891 s 325,600 7891 45
2014 (up to 2021} 131,875 107 00 75 131,875 107 00 85
2015 (up to 2023} 119,925 79 00 98 — — -
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Directors” and employees’ remuneration continued

The ordinary share mid-market price on 31 December 2013 was 75 Op (31 December 2012 — 79 5p) Duning the pericd, the highest mid-
market prnice was 100 Op (31 December 2012 — 100 5p) and the lowest was 73 Sp (31 December 2012 — 75 Op) The weighted average
exeraise price of the options in issue was 84 7p {31 December 2012 —- 82 7p)

The fair value of options granted was determined for IFRS 2 using the Black-Scholes valuation model Significant inputs into the calculations
were

exercise prices of 62 50p (31 December 2012 - 62 50p) to 107 00p {31 December 2012 — 107 00p),

36 3% (31 December 2012 - 36 3%) to 48 0% (31 December 2012 — 48 0%} volatility based on expected and histoncal share price,
a nisk-free interest rate of 0 86% (31 December 2012 — 0 £60%), and

all options are assumed to vest after three and a half years from the date of grant of the options

dividend yield of 4 03%

In total £8,000 (31 December 2012 - £5,000) of share-based employee remuneration expense has been included in the Consolidated
thcome statement No habilities were recognised due to share-based transactions

Tax expense
The relationship between the expected tax expense at 23 25% {year ended 31 December 2012 — 24 5%) and the actual tax income
recognised in the consohdated income statement can be reconciled as follows

Year ended Year ended
31 December 2013 31 December 2012
£000 % £000 %
Profit before taxation 16 830
Tax rate 23.25% 24 50%
Expected tax expense 4 233 203 245
Expenses not deductible for tax purposes 27 168 8 (11) {13)
Movement in unrecognised deferred tax asset (802) (5,012 5} {361) {43 6}
Effect of differing rates on overseas taxation 13 {81.3} 11 13
Effect of change in tax rate 503 3,143.8 332 400
Adjustments in respect of prior penods (83) {518 8) {17) {2 0)
Actual tax {credit}/expense (338) (2,112 5) 157 189
Actual tax expense comprises®
Current tax (credit)/expense {11) 52
Deferred tax (credit)/expense (327} 105
(338} 157

There 1s no tax expense or credit in relation to share-based payments credited to equity At 31 December 2013 there are trading losses
and loan refationship defiaits of approximately £13,778,000 {31 December 2012 — £14,2329,000} available for carry forward against future
profits of the same trade
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Notes o the Financial Stalements continued

8 Earnings per share

The calculation of earmings per share 1s based on the net profit and ordinary shares in issue during the year as follows

Year ended

Year ended 31 December

31 December restated

2013 2012

£/000 £000

Net profit for the year 354 611
Weighted average shares in 1ssue {excluding shares held in treasury) used for basic earnings per share 4,637,337 4,620,109
Weighted average dilutive shares under option 60,245 60,312

Average number of shares used for diluted earmings per share

4,697,582 4,680,421

Pence Pence

Basic earnings per share 7.63 13 22

Diluted earnings per share 7.54 13 05

9 Goodwill

Goodwill

£000

Gross carrying amount at 1 January 2012, 1 January 2013 and 31 December 2013 7,193

Impairment provisions at 1 January 2012, 1 January 2013 and 31 December 2013 4,957
Net book value

At 31 December 2013 2,236

At 31 December 2012 2,236

Goodwill above relates to the following cash-generating units

Carrying

Goodwill on value

acquisttion  of goodwill

Date of acquisition £'000 £000

Pot Black 28 September 2000 1,906 965

Dawes Cycles 26 june 2001 895 695

Ben Sayers 25 February 2002 715 576

Others (fully impaired) 3,677 —

7,193 2,236

Goodw!ll ansing on consolidation, representing the excess of the fair value of the consideration given over the fair value of the identifiable

net assets acquired, 1s capstalised and 1s tested annually for imparment

The key assumptions for each of the cash generating units include stable growth and profit margins, which have been determined based
on past expenience in this market Internal and external market data has been used 1n setting the assumptions It Is considered that this s

the best available input for forecasting this market

The recoverable amounts were determined based on a value-in-use calculation, covening a detailed one year conservative forecast,
followed by an extrapolation of expected cash flow over the next four years at growth rates of 2 0% for each cash generating unit, which
represents a conservative long term average growth rate, followed by year five cash flows in perpetuity The growth rates used do not

exceed the tong term average growth for the market in which the Group operates
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9 Goodwill continued

A forecast period of five years has been used representing the expected murimum period that the business model 1s sustainable assuming

no significant changes in the business

26127

The discount rate used 15 5 17%, being the Group's weighted average cost of capital, which is considered to be suitable for each cash

generating unit as they operate in similar markets

If the growth rate was assumed to be nil in the Directors’ opinion there would still be no provision for impairment required The Directors

believe that there are no reasonably possible changes in assumptions which would cause recoverable amounts to equal carrying amounts

No further sensitivities have been appled to the calculation

Goodwill and imparrment policies are detaled in note 2 to these consohdated financial statements

10 Property, plant and equipment

Short

Freehold leasehold

land and land and Plant and

buildings buitdings Vehicles machinery Total

£000 £000 £'000 £'000 £°000

Gross carrying amount
At 1 January 2012 — 496 22 2,091 2,609
Additions — 18 8 128 154
Disposals — - {22) (16} (38)
Foreign exchange adjustments - (2) — (3) {5)
At 1 January 2013 - 512 8 2,200 2,720
Additions 2,745 1i1 — 40 2,896
Disposals - - - (4) {4)
Foreign exchange adjustments — (1) — {2) (3)
At 31 December 2013 2,745 622 8 2,234 5,609
Depreciation
At 1 January 2012 — 381 22 1,922 2,325
Prowvided in the penod — 29 1 55 85
Eliminated on disposals - — (22} {12) {34)
Foreign exchange adjustments - (2) - (2) (4)
At 1 January 2013 - 408 1 1,963 2,372
Provided In the year - 38 2 76 116
Elminated on disposals — - - (4} (4)
Foreign exchange adjustments — (1} — {2) (3)
At 31 December 2013 — 445 3 2,033 2,481
Net book value at 31 December 2013 2,745 177 5 201 3,128
Net book value at 31 December 2012 — 104 7 237 348

The borrowings of the Group are secured by a fixed and floating charge over the assets of the Group
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Notles to the Financial Statements continued

1 Inventories

At At

31 December 31 December

2013 2012

£000 £000

Fimished goods for resale 3,827 4,783

Cost of sales includes matenal costs of £18,903,000 {year ended 31 December 2012 - £19,167,000) and other costs of £1,158,000 (year

ended 31 December 2012 ~ £1,197,000)

12 Trade and other receivables

Tandem Group plc Annual Report and Accounts for the year ended 31 December 2013

At At

31 December 31 December

2013 2012

£'000 £000

Trade recevables 5,045 4,411
Prepayments and accrued income 253 308
Cther recevables 76 110
5,374 4,829

Trade and other recevables are usually due within 30 and 90 days and do not bear any effective interest rate All trade recewvables are
subject to credit nsk exposure However, the Group dees not identify specific concentrations of credit risk with regards to trade and other

recevables as the amounts recognised resemble a large number of receivables from various customers

The fair value of these short term financial assets 1s not individually determined as the carrying amount 1s a reasonable approximation of

fair value

All of the Group's trade and cther recevables have been reviewed for indicators of impairment Certain trade receivables were found to
be impaired and accordingly a provision of £91,000 (year ended 31 December 2012 — £99,000) has been made The movement in the

provision for impairment losses can be reconciled as follows

Year Year

ended ended

31 December 31 December

2013 2012

£000 £000

Amounts brought forward 9 92
Amounts wrrtten off (34) (45)
Impairment loss 63 99
Impairment loss reversed (37) (47}
At year end 91 99

www tandemgroup <o uk




12 Trade and other receivables continued
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Some of the umimpaired trade recevables were past due as at the reporting date The age of trade receivables at the reporting date was

At At
31 December 31 December
2013 2012
£000 £'000
Not past due 3,488 2,558
Past due 0 —90 days 1,506 1,750
Past due 91 — 180 days 45 102
Past due more than 180 days [ 1
5,045 4,411

13 Cash and cash equivalents
At At
31 December 31 December
2013 2012
£'000 £000
Cash and cash equivalents per consolidated cash flow statement 2,925 1,498

Cash and cash equivalents consist of cash at bank and in hand All cash at bank and in hand held by subsidiary undertakings is availahle

for use by the Group

14 Trade and other payables

At At

31 December 31 December

2013 2012

£'000 £000

Trade payables 1,845 1,615
Other payables 1,712 1,573
3,557 3,188

The Directors consider, due to their short duration, that the carrying amounts recognised in the Consolidated balance sheet to be a

reasonable approximation of the fair value of trade and other payables

15 Olher liabilities

At At

31 December 31 December

2013 2012

£000 £000

Invoice finance liability 4,529 2,994
Current borrowings with contractual maturities in less than one year 107 -
4,636 2,994

Non-current borrowings with contractual maturities between two to five years 1,405 —
6,041 2,994

The invoice finance kability 1s secured over the trade receivables of the Group and borrowings are secured over the property
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Notes to the Financial Statements continued

16 Financial assels and liabilities

The financial assets of the Group, all of which fall due within one year, comprise

At 31 December 2013

At 31 December 2012

Assets not Assets not
within the within the
Loans and scope of Loans and scope of
receivables 1AS 39 Total recevables IAS 39 Total
£000 £'000 £000 £'000 £000 £'000
Cash and cash equivalents
- Sterling 1,740 — 1,740 679 - 679
—US dollars 1,009 -_— 1,009 661 - 661
— Eurc (3] - {6) {10} - {10)
- Others 182 —- 182 168 — 168
2,925 - 2,925 1,498 — 1,498
Trade and other receivables 5,108 266 5,374 4,521 308 4,829
Inventories - 3,827 3,827 —_ 4,783 4,783
Current assets 5,180 4,093 12,126 4,521 5,091 11,110
The financial habilities of the Group compnised
At 31 December 2013 At 31 December 2012
Financial
habtlities
Other Liabibties held at Other
financial  not within fair value financial Liabilities
habihties at the scope through habilities at  notwithin
amortised of  profit and amortised the scope of
cost IAS 39 loss Total cost |AS 39 Total
£'000 £'000 £'000 £'000 £ 000 £000
Forward exchange derivatives — - 516 516 — — -
Trade and other payables 1,975 1,582 - 3,557 2,134 1,054 3,188
Invoice finance hability 4,529 - -_— 4,529 2,994 - 2,994
Current borrowings 107 - — 107 — - —
Current tax hability — 222 - 222 - 160 160
Current habilities 6,611 1,804 516 8,931 5,128 1,214 6,342
Non current borrowings 1,405 —_ - - — — -

The Group 1s exposed through its operations to one or more of the following financial nisks

Interest rate risk

The Group's banking and invoice finance faciities are subject to vanable interest rates As a result, changes in interest rates could have an
impact on the net result for the year and to equnty Interest rate sensitivities have not been presented here as the Directors do not consider
the amounts to be matenal to the financial statements

Liquidity risk

Liquidity risk 1s managed centrally on a Group basis Bank and invoice finance facilities are agreed at appropriate levels having regard to
the Group’s forecast operating cash flows and capital expenditure
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16 Financial assels and liabilities continued

Credit risk

The Group faces credit risk due to the credit it extends to customers in the normat course of business All customers are subject to strict
credit checking and acceptance procedures in order to mimimise the risk to the Group Credit limits are agreed and closely monitored on
a local level

Foreign currency risk

The Group uses forward foreign exchange contracts to mitigate exchange rate exposure anising from forecast purchases in US dollars and
other currencies All forward exchange contracts are considered by management to be part of economic hedge arrangements but have
not been formally designated The decision to hedge 1s influenced by the size of the exposure, the certainty of it anising and the exchange
rate prevailing at the time

The fair values for these contracts have been estimated using relevant market exchange and interest rates

The Group's US dollar contracts relate to cash flows that have been forecast for 2014 At 31 December 2013, a loss of £516,000 (year ended
31 December 2012 — £ni) has been recorded in the consohdated balance sheet in respect of outstanding contracts at the balance sheet
date in accordance with IAS 39

Foreign currency denominated financial assets and liabilities which expose the Group to currency risk are disclosed below The amounts
shown are those reported to key management translated into Sterling at the closing rate

At 31 December 2013 At 31 December 2012
usoD GBP Other Total uso GBP Other Total
£'000 £'000 £'000 £'000 £'000 £000 £000 £000
Financial assets 2,126 9,804 196 12,126 1,662 9,292 156 11,110
Financial habilities {1,183} (7,748) — (8,931) (1,447) (4,855} - {6,342)
Total exposure 943 2,056 196 3,195 215 4,397 156 4,768

Fair value measurement of financial instruments
Financial assets and financial habihties measured at fair value in the statement of financial position are grouped into three levels of fair
value hierarchy The three levels are defined based on the observability of sigmificant inputs to the measurement as follows

«» level cne quoted prices in active markets for identical assets or habilities

s Level two inputs other than quoted prices included within Level one that are observable for the asset or liability, either directly or
indirectly

e Level three unobservable inputs for the asset or habihity

The only financial instruments held at fair value at 31 December 2013 [year ended 31 December 2012 - none) are forward exchange
contracts which have a value of £516,000 and are disclosed as a liability at the year end These contracts are Level two financial liabilives
and all expire with 12 months from 31 December 2013 All other financial iabilities are Level one

There were no transfers between Level one and Level two in 2013 or 2012

Measurement of financial instruments

The Group has relied upon valuations performed by third party valuations specialist for complex valuations of the forward exchange
contracts Valuation techniques have utiised observable forward exchange rates and interest rates corresponding to the maturity of the
contract The effects of non-observable inputs are not significant for forward exchange contracts
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Notes o the Financial Statements continued
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18

Delerred taxation
Deferred taxation ansing from temporary differences and unused tax losses can be summarised as follows
At At At
31 January Movement 31 December Movement 31 December
2012 n the pencd 2012 in the year 2013
£'000 £000 £°000 £'000 £'000
Provided

Pension obligations (702) {112) (814) 87 (727)
Property, plant and equipment {381) 106 (275) 82 {193)
Current habilities - provisions (32) 4 (28) 24 (4)
Financial instruments — - - {103) (103)
Unused tax losses {677) 45 (632) (288) (920)
Total {1,792) 43 {1,749) (198) (1,947)

Presented as
Deferred tax asset {1,192) 43 {1,749) (198) (1,947)

Unprovided
Property, plant and equipment (2) — 2) 1 (1)
Current habilities - provisions {4) {1) {S) - (5)
Unused tax losses (2,337) 298 {2,039) 799 (1,240)
Capital losses {1,666) 134 {1,532) 6 (1,526)
ACT (647} — {647) 5 {642)
Total {4,656) 431 {4,225} 811 (3,414)

The provision of a deferred tax asset 1s based on the future trading forecasts for the Group A deferred tax asset has not been recognised
In respect of certan trading losses, capital losses, excess management expenses and advance corporation tax (ACT) as the Group does
not anticipate sufficient taxable trading profits, capital gains, utilisation of management expenses or recovery of ACT respectively, to anse
within the foreseeable future

For both schemes, the trustees have responsibility for setting the overall investment strategy, and delegate the day to day management of
the schemes to the scherme adwisars, including investment managers

Pension scheme arrangements
The Group operates two funded pension schemes, The Tandem Group Penston Plan and The Casket Group Retirement and Death Benefit
Scheme In addition, subsidiary companies of the Group contrnibute to other defined contribution schemes and individual pension plans

For both schemes, the trustees have responsibility for setting the overall investment strategy, and delegate the day to day management of
the schemes to the scheme adwisors, including investment managers

The Tandem Group Pension Plan
A contributory pension scheme, the Tandem Group Pension Plan, has two sections One provides benefits based on final pensionable
salary, the other provides benefits based on defined contributions The scheme 1s closed to new members

The assets of the scheme are held separately from those of the Group, being invested with managed funds

Contributions to the final salary section are determined by an independent qualified actuary on the basis of the triennial valuation using
the Defined Accrued Benefit Method The date of the last tnenmal valuation was 1 October 2013
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18 Pension scheme arrangemenls continued
The present value of the defined benefit obligations as at the balance sheet dates 15 as follows

31 December

32133

31 December

2013 2012

£'000 £000

Defined benefit obligation at the beginning of the year 10,582 9,620
Interest cost 449 494
Actuanal losses due to changes in demographic assumptions 241 _
Actuanal (gains)/losses due to changes in financial assumptions {135) 1,107
Benefits paid (726) {639)
Defined benefit chligation at the end of the year 10,411 10,582

For determination of the pension ebligation, the following actuarial assumptions were used

31 December

31 December

2013 2012

£'000 £'000

Discount rate 4 50% 4 40%
Increase in pensionable salaries® - % - %
Increase in pensions In payment Upto 5 00% Up to 5 00%

Increase in deferred pensions
Inflation assumption
Mortality assumption table

300%toS00% 300%to500%

330%

2 50%

S1PxA(YOB)  PA92 (YOB MC)

* There are no members whose benefits are linked to salaries

The mortality assumptions in the table above imply the following life expectancies

Life expectancy
at age 65 (years)

Male retinng 1in 2013
Female retinng in 2013
Male retinng 1n 2033
Female retining in 2033

05
227
218
242

The assets held for the defined benefit obligations can be reconciled from the opening balance to the balance sheet date as follows

31 December

31 December

2013 2012

£'000 £'000
Fair value of scheme assets at the beginming of the year 7,355 7,252
Interest intome 311 372
Return on plan assets 197 232
Contnbutions 142 138
Benefits pard {726) {639)
Fair value of scheme assets at the end of the year 7,279 7,355

The actual return on scheme assets over the period ended 31 Decernber 2013 was £508,000
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Noles to the Financial Statements continued

18 Pension scheme arrangements continued

31 December

31 December

2013 2012

£'000 £'000
Equities — UK 426 404
Equities — overseas 2,875 3,254
Property 664 618
Diversified growth assets 1,171 1,092
Gilts 306 323
Corporate Bonds 1,782 1,634
Cash and other 55 30
Total fair value of assets 7,279 7.355

None of the fair value of the assets shown above include any of the company’s own financial instruments or any property occupied by, or
other assets used by, the company All debt and equity instruments have quoted prices in active markets (Level one) Fair values of rea!
estate properties do not have quoted prices and have been determined based on professional appraisals that would be classed as Leve!
three of the fair value hierarchy as defined in IFRS 13 ‘Fair value measurements’

Sensitivities to the principal assumptions of the present value of the defined benefit obligation may be analysed as follows

Change in assumptions Change in hiabilities
Discount rate Decrease of 0 25% per annum Increase by 2 8%
Rate of mortality Increase in hife expectancy of 1 year Increase by 4 7%

The Directors believe that changes 1n the other assumptions noted above do not have a matenial impact on the defined benefit obligation

The sensitivity analyses are based on a change in one assumption while not changing all other assumptions This analysis may not be
representative of the actual changes in the defined benefit obhgation as it 15 unhikely that the change in assumptions would occur in
1solation of one another as some of the assumptions may be correlated

The average duration of the defined benefit obligation at 31 December 2013 1s 12 years
The reconcihation of movements in the year were as follows

31 December

31 December 2012

2013 Restated

£000 £000
Deficit at the beginning of the year (3,227} {2,368)
Movement in year
Contributions 142 138
Finance cost (138) {122)
Actuanal gain/{loss) 91 {875)
Defiait at the end of the year {3,132) (3,227)
Related deferred tax asset 658 742
Net deficit at the end of the year {2,474) (2,485)

The expected contributions in the year ending 31 December 2014 are £142,000 in accordance with the agreed schedule of contributions
The trustees and employer have agreed a schedule of contributions covering the penod to March 2027
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18 Pension scheme arrangements continued
Defined benefit costs recognised in profit or loss are as follows

34135

31 December 31 December

2013 2012
£'000 £'000
Net interest cost 138 122
Defined benefit costs recognised in profit or loss 138 122

Defined benefit costs recognised in other comprehensive income are as follows

31 December 31 December

2013 2012
£°000 £000
Return on plan assets {excluding amounts included in net interest cost) — gan 197 232
fffects of changes in the demographic assumptions underlying the present value of the
defined benefit obligation = loss (241) (1,107}
Effects of changes in the financial assumptions underlying the present value of the
defined benefit obligation — gain 135 -
Total actuanal gains and losses and total amount recognised in other comprehensive
ncome — gain/(loss) 91 {875}

The Casket Group Retirement ond Death Benefit Scheme

Prior to 1995, Casket Limited operated a defined benefits pension scheme On 31 May 1995 proceedings commenced to wind up this scheme
On 1 lune 1995 a new defined contnbution scheme commenced Current employees at that time had an amount transferred to individual
accounts in the new scheme Former employees had their deferred benefits transferred to be payable out of a contingency fund

The present value of the defined benefit obligations as at the balance sheet dates are as follows

31 December 31 December

2013 2012

£000 £000
Defined benefit obligation at the beginming of the year 2,481 2,320
Interest cost 106 120
Actuanal losses due to changes in demographic assumptions 59 -
Actuarial losses due to changes in financial assumptions 245 151
Benefits paid {138) {110)
Defined benefit obligation at the end of the year 2,753 2,481

For determunation of the pension obhgation, the following actuanal assumptions were used

311 December 31 December

2013 2012

£'000 £000
Discount rate 4 50% 4 40%
Increase in pensions in payment 3 30% 2 50%
Increase in pensionable salanies * —% —~%
Increase in deferred pensions 3 30% 2 50%
Inflation assumption 3 30% 2 50%

Mortality assumption table

51 PxA (YOB) PAS2 (YOB MC)

* There are no members whose benefits are inked to salares
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18 Pension scheme arrangements continued
The mortality assumptions in the table above imply the following hfe expectancies

Life expectancy

at age 65 (years)

Male retinng in 2013 205
Female retiring 1in 2013 227
Male retiring in 2033 218
Female retiring in 2033 242

The assets held for the defined benefit obligations can be reconciled from the opening balance to the balance sheet date as follows

31 December 31 December

2013 2012

£000 £'000
Fair value of scheme assets at the beginning of the year 2,169 1,989
Interest Income a5 105
Return on plan assets (excluding amounts included in interest income) 197 84
Contnbutions 101 i01
Benefits paid {138) {110)
Fair value of scheme assets at the end of the year 2,424 2,169

The actual return on scheme assets over the perniod ended 31 December 2013 was £292,000
The value of assets in the scheme were

31 December 31 December

2013 2012

£'000 £'000
Equities 1,641 1,359
Property 34 32
Gilts 514 549
Corporate bonds 109 112
Cash and other 126 117
Total fair value of assets 2,424 2,169

None of the fair value of the assets shown above include any of the company’s own financial instruments or any property occupied by, or
other assets used by, the company All debt and equity instruments have quoted prices in active markets {Level one) Fair values of real
estate properties do not have quoted pnices and have been determined based on professional appraisals that would be classed as Level
three of the fair value hierarchy as defined in IFRS 13 ‘Farr value measurements’
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18 Pension scheme arrangements continued

Sensitivities 1o the principal assumptions of the present value of the defined benefit obligation may be analysed as fo!lows

Change tn assumptions Change in habilities
Discount rate Decrease of 0 25% per annum Increase by 2 8%
Rate of mortality Increase in hife expectancy of 1 year Increase by 4 7%
Rate of inflation Increase 0 25% per annum Increase by 3 6%

The Directors belteve that changes in the other assumptions noted above do not have a matenal impact on the defined benefit obligation

The sensitivity analyses are based on a change in one assumption while not changing all other assumptions This analysis may not be
representative of the actual changes in the defined benefit obligation as 1t 1s unlkely that the change in assumptions would occur in
1solation of one another as some of the assumptions may be correlated

The average duration of the defined benefit obligation at 31 December 2013 15 15 years

The reconcihiation of movements in the year were as follows

31 December

31 December 2012
2013 Restated
£000 £000
Deficit at the beginning of the year {312) (331}
Movement in year
Contnbutions 101 101
Finance cost {11) (15)
Actuarial loss (107) (67}
Deficit at the end of the year {329) {312}
Related deferred tax asset 69 72
Net deficit at the end of the year {260) (240)

The expected contributions in the year ending 31 December 2014 are £101,000 1n accordance with the agreed schedule of contributions
The trustees and employer have agreed a schedule of contrnibutions covering the period to July 2018

Defined benefit costs recogmised in profit or loss are as follows

31 December 31 December

2013 2012
£'000 £/000
Net interest cost 11 15
Defined benefit costs recogmsed in profit or loss 11 15

Defined benefit costs recogrused in other comprehensive income are as follows

31 December 31 December

2013 2012
£000 £000
Return on plan assets {excluding amounts included In net interest cost) — gain 197 84
Effects of changes i the demographic assumptions underlying the present value of the defined benefit
obligation = {loss}/gain {59) -
Effects of changes in the financial assumptions underlying the present value of the defined benefit
obligation = loss {245) (151)
Total actuanal gains and losses and total amount recognised in other comprehensive income —loss {107} (67)
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Notes to the Financial Statements continued

18 Pension scheme arrangements continued
Group pension scheme deficit

31 December 31 December

2013 2012
£000 £000
Deficit
The Tandem Group Pension Plan (3,132) (3,227)
The Casket Group Retirement and Death Benefit Scheme (329) {312)
(3,461) (3,539)
Related deferred tox asset
The Tandem Group Pension Plan 658 742
The Casket Group Retirement and Death Benefit Scheme 69 72
Net defiat at the end of the year {2,734) {2,725)

The amounts recognised in the Consolidated statement of comprehensive income in the year ended 31 December 2013 are a gain of
£91,000 in respect of the Tandem Group Pension Plan and a loss of £107,000 in respect of the Casket Group Retirement and Death
Benefit Scheme The net cumulative actuarnial loss taken directly to the Consclidated statement of comprehensive income since the date

of transition to IFRS on 1 February 2006 1s £1,508,000 1n total in respect of both schemes

Deferred tax habilities and assets have been recognised in respect of the surpluses and deficits on the Tandem and Casket schemes to the

extent that it 15 believed probable that a benefit will arise

19 Equity
Number of

Shares £'000
Allotted, called up and fully paid
At 1 January 2012 - ordinary shares 25p each 4,666,500 1,166
Share buybacks (95,346} (24)
At 31 December 2012 — ordinary shares 25p each 4,571,154 1,142
Exercise of share options 98,600 25
At 31 December 2013 — ordinary shares 25p each 4,669,754 1,167

20 Financial commitments

The total charge for the period for operating lease rentals in respect of land and buildings was £360,000 (year ended 31 December 2012 -
£620,000) and for other operating leases was £123,000 (year ended 31 December 2012 — £130,000)

At 31 December 2013 At 31 December 2012
Land and Land and
buildings Other buldings Other
Operating lease commitments £°000 £000 £000 £'000
Total future minimum payments under operating leases
Within one year 276 220 708 224
Within two to five years 235 290 983 299
511 510 1,692 523

Total future mimimum lease commitments include £122,000 in respect of premises at Pinchbeck, Spalding, previously occupied by the

Group’s former Garden Leisure Diwvision, which have been sublet at an equivalent annual rental
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21. Related parlies

Transactions with the Directors are disclosed in note 6

During the pened dividends were paid to the Directors as follows
31 December 31 December

2013 2012

£000 £'000

M P J Keene 7 7
S)Grant 4 3
JC Shears 2 1
P Ratchffe 1 —
14 11

There were no other related party transactions during the current or prior year

22 Contingent liabilities
The Group had no contingent liabiities at 31 December 2013 or 31 December 2012

23 Capital management policies and procedures
The Group’s capital management objectives are

« To ensure the Group has adequate resources to support the plans of the business,
» Toensure the Group’s ability to continue as a going concern, and
e To provide an adequate return to shareholders

In order to maintain or adjust the capital structure, the Group may adopt a number of approaches to meet these objectives The
principal instruments which are used to meet the Group’s working capital requirements are equity, bank overdrafts and invoice finance
arrangements [n order to maintain or adjust the capital structure, the Group may adjust the amounts of dvidends paid to sharehelders,
return capital to shareholders, 1ssue new shares or sell assets to reduce debt

The Strategic report on pages 3 to 5 details the working capital and net debt measures used by the Group
24 Capital commitments

On 18 October 2013 the Group entered into an agreement to implement a solar PV system at its Castle Bromwich site The cost of the
project was £247,000 and was completed in February 2014
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Five Year History

Year 11 month

Year ended period Year Year

ended 31 December ended ended ended

31 December Restated 31 December 31 January 31 January

2013 2012 2011 2011 2010

£'000 £000 £000 £'000 £000

Revenue 28,347 28,952 29,042 34,610 35,678

Cost of sales {20,061) {20,364} {20,784) (24,777) {25,598)
Gross profit 8,286 8,588 8,258 9,833 9,680

Operating expenses {7,314) {7,617} {7,391) {8,628) (8,463)
Operating profit before exceptionals 972 971 867 1,205 1,217
Exceptional items {142) — — — —
Operating profit after exceptionals 830 971 867 1,205 1,217
Finance costs (814) (203) (96) (120} (194)
Finance intome - — 49 — —
Profit before taxation 16 768 820 1,085 1,023
Tax credit/{expense) 338 {157) {179) — {22)
Net profit for the year/period 354 611 641 1,085 1,001

The five year history does not form part of the audited financial statements
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Company Balance Sheet under UK GAAP
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At At
31 December 31 December
2013 2012
Note £000 £000
Fixed assets
Intangible assets 4 213 308
Tangible assets 2,745 -
Investments 4 3,600 —
6,558 308
Current assets
Debtors 6 3,359 5,152
Cash at bank and in hand 1,055 2,732
4,414 7,884
Creditors — amounts falling due within one year 7 (2,088} (373)
Net current assets 2,326 7,511
Total assets less current habilities and net assets before pension scheme defiat 8,884 7,819
Creditors — amounts falling due after one year 8 (1,405) -
Net pension scheme deficit 15 (2,474) (2,485}
Net assets after pension scheme defiat 5,005 5,334
Capital and reserves
Called up share capital 10 1,503 1,503
Shares held i treasury 11 (336} (361)
Share premum 11 84 13
Maerger reserve 11 1,036 1,036
Capital redemption reserve 11 1,427 1,427
Profit and loss account 11 1,291 1,716
Shareholders’ funds 5,005 5,334

The financial statements were approved by the Board of Directors on 4 Apri 2014

—=—an=

M P J Keene } Cghears
Director Director

The accompanying notes on pages 42 to 51 form part of these UK GAAP financial statements
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Notes to the UK GA AP Financial Statements

Accounting policies

Basis of preparation
The financial statements have been prepared under the historical
cost convention and in accordance with UK accounting standards

The principal accounting policies of the Company are set out
below which have remained unchanged from the previous year

Investments

Investments 1 the Company are included at cost less amounts
written off Where the consideration for the acquisition of a
subsidiary undertaking includes shares in the Company to which
the provisions of sections 612 and 613 of the Companies Act
2006 apply, cost represents the nominal value of shares issued
together with the fair value of any additional consideration given
and costs

Goodwlll

Goodwill arising on acquisitions, representing the excess of the
fair value of the consideration given over the fair value of the
identifiable assets acquired, 1s capitalised within fixed assets and
amortised on a straight hine basis over 20 years It 1s considered
that the businesses to which the goodwill relates will generate
profits indefimtely but a 20 year amortisation period has been
prudently used Goodwill impairment reviews have been
conducted in both the current and comparative penods

Negative goodwill 1s amortised over the lives of the identifiable
assets to which it relates

Tangible fixed assels

Tangible fixed assets are held at cost less depreciation unless the
value 15 impaired at which point they are carned at the higher
of net realisable value or the present value of future cash fiows
arising from that asset Depreciation s provided on a straight line
basis to write off the assets over their economic hives as follows

Land not depreciated
Freeheld building 50 years

Plant and machinery 3 -10vyears

Foreign exchange

Transactions in foreign currencies are translated at the rate
ruling on the date of the transaction Where monetary assets
and Liabihities exist in foreign currencies, they are translated into
sterling at the exchange rates ruling at the balance sheet date
Differences on exchange are taken directly to the profit and loss
account
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Financial assels

The Company's financial assets comprise cash and debtors The
Company does not trade in financial instruments All financial
assets are recognised when the Company becomes a party to the
contractual provisions of the instrument

Deferred taxation

Deferred tax 15 recogmised on all timing differences where the
transactions or events that give the Company an obligation to
pay more tax in the future, or a right to pay less tax in the future,
have occurred by the balance sheet date Deferred tax assets
are recognised when it 1s more likely than not that they will be
recovered Deferred tax 1s measured using rates of tax that have
been enacted or substantively enacted by the balance sheet date

Pension cosls

Retirement benefits to employees are funded by contnibutions
from the Company and employees Payments to the Company’s
pension plans, which are financally separate and independent
from the Company, are made 1n accordance with penodic
calculations by independent consulting actuanes The costs of
funding the plans are accounted for over the period covering the
employees’ service

The difference between the fair values of the assets held in the
Company’s defined benefit pension scheme and the scheme’s
liabiities measured on an actuarial basis using the projected
unit method are recogrised in the Company’s balance sheet as
2 pension scheme asset or hability as appropriate, adjusted for
deferred taxation The carrying value of any resulting pension
scheme asset is restrnicted to the extent that the Company 1s able
to recover the surplus either through reduced contnibutions in
the future or through refunds from the scheme

Changes in the defined benefit pension scheme asset or hability
ansing from factors other than cash contnibution by the Group
are charged to the profit and loss account in accordance with FRS
17 ‘Retirement benefits'

For further pension information see note 15

Equity

An equity instrument 15 any contract that ewidences a residual
interest in the assets of an entity after deducting all of its habilities
When the Company purchases its own equity share capital, the
consideration paid 1s deducted from equity attrnibutable to the
Company’s equity shareholders until the shares are cancelled or
reissued
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Accounting policies continued

Share based employee remuneration

All  share-based payment arrangements granted after
7 November 2002 that had not vested prior to 1 February
2006 are recognised in the financial statements The Company
operates equity settled share based remuneration plans for its
senior employees

All employee services receved in exchange for the grant of any
share based remuneration are measured at ther farr values
These are indirectly determined by reference to the fair value
of the share options awarded Their value 15 appraised at the
grant date and excludes the impact of any non-market vesting
conditions

All share based remuneration 1s ultimately recognised as an
expense in the profit and loss account with a correspending
credit to reserves, net of deferred tax where applicable If
vesting periods or other vesting conditions apply, the expense
1s allocated over the vesting period, based on the best available
estimate of the number of share cptions expected to vest Non-
market vesting conditions are included in assumptions about
the number of options that are expected to become exercisable

Direclors” and employees’ remuneration
Expense recognised for employee benefits 1s analysed below

42143

Estimates are subsequently revised, if there 1s any indication
that the number of share options expected to vest differs from
previous estimates No adjustment 15 made to the expense
recognised in prior periods if fewer share options ultimately are
exercised than onginally estimated

Upon exercise of share options, the proceeds received net of any
directly attnbutable transaction costs up to the nominal value of
the shares 1ssued are allocated to share capital with any excess
being recorded as share premium

Loss for the financial year

The Company has taken advantage of section 408 of the
Companies Act 2006 and has not included its own profit and loss
account in these financial statements The Company’s loss for the
year was 131,000 {year ended 31 December 2012 restated — loss
£94,000)

Auditor’'s remuneration incurred by the Company during
the penod for audit services totalled £3,000 (year ended
31 December 2012 -~ £3,000), and for tax compliance services
totalled £1,000 {year ended 31 December 2012 — £1,000)

Year ended Year ended

31 December 31 December

2013 2012

£'000 £000

Salanes 494 433
Benefits in kind 15 12
Social secunity costs 61 59
Share-based employee remuneration 8 5
Penston scheme contributions — defined contnibution schemes 73 106
651 615

Number Number

The average number of persons employed by the Company during the year was 7 7

During the period and in the previcus year the Company contributed to a defined contribution pension scheme for $ J Grant, J C Shears and
P Ratchffe An analysis of Directors’ remuneration 1s shown in note 6 to the consolidated financial statements
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Notes to the UK GAAP Financial Statements continued

4. Intangible lixed assels and investmenlts

Unlisted
investments
in subsidary Negative
undertakings Goodwill goodwill
£°000 £'000 £'000
Cost
At 1 January 2013 9,234 2,506 {197)
Additions 3,600 - —
At 31 December 2013 12,834 2,506 {197)
imparrment and amortisation provisions
At 1 January 2013 9,234 2,198 {197}
Impairrment and amortisation provided in the year - 95 —
At 31 Decernber 2013 9,234 2,293 (197)
Net book value
At 31 December 2013 3,600 213 -
At 31 December 2012 - 308 -

The principal wholly owned subsidiary undertakings of the Company at the year end are listed below MV Sports {Hong Kong) Limited was
incorporated in and operates in Hong Kong The other companies were incorporated in and operate in the Urited Kingdom

Design, development, sourcing and distribution of

Tandem Group Cycles Limited” Bicycles and accessories
MV Sports & Leisure Limited* Sports, leisure and toy products
MV Sports {Hong Kong) Limited® Sports, leisure and toy products

* denotes 100% of issued ordinary shares
" denotes 100% indirect ownership of issued ordinary shares

During the year the Company made further investments of £1,800,000 in both Tandem Group Cycles Limited and MV Sports & Leisure

Limited to recapitalise the respective balance sheets

5 Tangible fiXxed assels

Freehold
land and Plant and
buildings machinery
£000 £'000
Cost
At 1 lanuary 2013 — 23
Additions 2,745 —
At 31 December 2013 2,745 23
Depreciation
At 1 January 2013 and at 31 December 2013 2,745 23
Net book value
At 31 December 2013 2,745 -

At 31 December 2012

The borrowings of the Group are secured by a fixed and floating charge over the assets of the Group
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6 Deblors
At At
31 December 31 December
2013 2012
Amounts due within one year £'000 £°000
Amounts due from subsichary undertakings 3,245 5,079
Other debtors 18 9
Other taxation 75 53
Prepayments and accrued income 21 11
3,359 5,152
7 Credilors —amounts falling due within one year
At At
31 December 31 December
2013 2012
£'000 £000
Trade creditors 72 86
Borrowings 107 -
Amounts due to subsidiary undertakings 1,691 120
Taxation and social secunty costs 21 19
Other creditors 134 62
Accruals 63 86
2,088 373
8 Credilors — amounts falling due alter one year less than five years
At At
31 December 31 December
2013 2012
£'000 £'000
Borrowings 1,405 -
9 Deferred taxation
At At
31 December 31 December
2013 2012
£000 £'000
At the beginning of the year 742 616
Origination and reversal of timing differences (84) 126
At the end of the year 658 742
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Notes o the UK GAAP Financial Statementls continued

9 Delerred taxation continued

Not Not

Provided Provided Frowvided Provided

31 December 31 December 31 December 31 December

2013 2013 2012 2012

£000 £7000 £'000 £'000

Accelerated capital allowances - 1 - 2

Short term timing differences - 5 - 5

Losses — 33 - 37

Excess management expenses - - - -

Captal losses - 553 - 636

Advance corporation tax (ACT) - 45 - 50

Pensions 658 - 742 —
658 637 742 730 ‘

A deferred tax asset has not been recogmised in respect of certain trading losses, capital losses, excess management expenses and ACT as |
the Company does not anticipate sufficient taxable trading profits, capital gains, utilisation of management expenses or recovery of ACT |

respectively, to arise within the foreseeable future

10. Called up share capital

Number of

Shares £000
Allotted, called up and fully paid
At 1 January 2012 - ordinary shares 25p each 4,666,500 1,166
Share buybacks (95.346) (24)
At 31 Decermnber 2012 — ordinary shares 25p each 4,571,154 1,142
Exercise of share options 98,600 25
At 31 December 2013 -~ ordinary shares 25p each 4,669,754 1,167
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10 Called up share capital continued

Share options
The following options were held at 31 December 2013 under the Group’s share option schemes

Opticn
price
At Granted Exercised At per 25p
1 January during dunng 31 December ardinary
Number of shares 2013 pernod period 2013 share Exercise period
2007 Employee Share Option Scheme
Directors
M P ) Keene 86,400 - — 86,400 78 91p 31/01/10 - 14/06/17
SJ Grant 83,200 - (8,200) 75,000 78 91p 31/01/10-14/06/17
27,475 - - 27,475 107 00p 31/01/14 —14/06/21
— 47,525 - 47,525 7900p 31/12/15-29/10/23
JC Shears 8,000 - —_— 8,000 78 91p 31/01/10-14/06/17
67,000 - - 67,000 107 00p 31/01/14 — 14/06/21
- 35,000 — 35,000 79 00p 31/12/15-29/10/23
P Ratcliffe 32,000 — - 32,000 78 91p 31/01/10 - 14/06/17
14,000 — - 14,000 107 00p 31/01/14 -14/06/21
— 37,400 - 37,400 79 00p 31/12/15-29/10/23
Other employees 116,000 - - 116,000 78 91p 31/01/10 - 14/06/17
23,400 - — 23,400 107 00p 31/01/14 - 14/06/21
1996 Approved Share Option Scheme
Directors
M P ) Keene 15,200 - {15,200} — 71 88p 01/05/06 — 01/05/13
SJ Grant 20,800 - (20,800) - 71 88p 01/05/06 —01/05/13
16,000 — (16,000) - 62 S0p 26/06/09 — 26/06/16
P Ratclhffe 18,400 - (18,400} - 71 88p 01/05/06-01/05/13
5,600 — - 5,600 62 50p 26/06/09 - 26/06/16
Other employees 40,800 — (40,800} — 71 88p 01/05/06-01/05/13
26,400 - - 26,400 62 S0p 26/06/09 - 26/06/16

600,675 118,925 {119,400) 601,200
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Notes to the UK GAAP Financial Statements continued

10 Called up share capital continued

The Group has the following outstanding share options and exercise prices

31 December 2013 31 December 2012

Remaintng Remaining
Exercise  contractual Exercise contractual
price life price life
Number {pence) (years) Number {pence) {years)

Date exercisable {(option life)
2006 {up to 2013) - - - 95,200 7188 03
2009 {up to 2016) 32,000 62 50 25 48,000 62 50 35
2010 {up to 2017) 317,400 7891 is 325,600 78 91 45
2014 {up to 2021) 131,875 107 00 75 131,875 107 00 85s
2015 {up to 2023) 119,925 79 00 9.8 - - -

The ordinary share mid-market price on 31 December 2013 was 75 Op {31 December 2012 — 79 5p} During the pencd, the highest mid-
market price was 100 Op (31 December 2012 — 100 5p) and the lowest was 73 5p (31 December 2012 - 75 Op) The weighted average

exercise price of the options in1ssue was 84 7p {31 December 2012 - 82 7p}

The fair value of options granted was determined for IFRS 2 using the Black-Scholes valuation mode! Significant inputs into the calculations

were

exercise prices of 62 50p {31 December 2012 - 62 50p) to 107 00p (31 December 2012 - 107 00p),

36 3% {31 December 2012 — 36 3%) to 48 0% (31 December 2012 — 48 0%) volatility based on expected and historical share price,
a nisk-free nterest rate of 0 86% (31 December 2012 - 0 60%), and
all options are assumed to vest after three and a half years from the date of grant of the options

In total £8,000 (31 December 2012- £5,000) of share-based employee remuneration expense has been included in the Consolidated
income statement No habilities were recognised due to share-hased transactions

11 Stlatemenl of movemenls on reserves

Shares Capntal Profit
held in Share Merger redemption and loss
treasury premium reserve reserve account Total
£°000 £'000 £'000 £'000 £'000 £000
Balance at 1 January 2013 {361) 13 1,036 1,427 1,716 3,831
Loss for the penod - - — — {131} (131)
Net actuarial loss on pension scheme - - — - {119} (119)
Exercise of share options 25 71 — — (26) 70
Share based payments - - — - 8 8
Diwvidends paid - - — - {157) {157)
Balance at 31 December 2013 (336) 84 1,036 1,427 1,291 3,502
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Reconciliation of movements in shareholders” funds
Year ended Year ended
31 December 31 December

2013 2012

£000 £000
Loss for the year {131) (94)
Net actuarnial loss on pension scheme (119) (787)
Exeraise of share options 70 -
Share buy back - (82)
Share based payments 8 5
Dividends paid (157) {148)
Opening shareholders’ funds 5,334 6,440
Closing shareholders’ funds 5,005 5,334

Contingent liabilities
A cross guarantee exists between all companies in the Group for all amounts payable to HSBC Bank Plc The maximum potential hability to
the Company at the year end was £415,000 {31 December 2012 — £1,582,000)

Capital commitments

On 18 October 2013 the Group entered into an agreement to iImplement a solar PV system at its Castle Bromwich site The cost of the
project was £247,000 and was completed in february 2014

Pension arrangements

The Tandem Group Pension Plan
A contributory pension scheme, the Tandem Group Pension Plan, has two sections One prowides benefits based on final pensionable
salary, the other provides benefits based on defined contributions The scheme is closed to new members

The assets of the scheme are held separately from those of the Group, being invested with managed funds

Contributions to the final salary section are determined by an independent qualified actuary on the basis of the tnennial valuation using
the Defined Accrued Benefit Method The date of the last tnenmal valuation was 1 Cctober 2013

The present vatue of the defined benefit obligations as at the balance sheet dates 1s as follows

31 December 31 December 31 December 31 January 31 January

2013 2012 2011 2011 2010
£'000 £'000 £'000 £000 £'000
Present value of defined benefit obligation at the
beginning of the year/period 10,582 9,620 8,237 8,464 7,383
Interest cost 449 494 415 458 479
Actuanial loss/(gain) 106 1,107 1,503 (105} 1,090
Benefits paid {726) (639) {535) (580} (488)
Present value of defined benefit obligation
at the end of the year/period 10,411 10,582 9,620 8,237 8,464
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15 Pension arrangements continued
For determination of the pension obligation, the following actuarial assumptions were used

31 December 31 December 31 January 31 January 31 January

2013 2012 2011 2011 2010
Discount rate 4 50% 4 40% 5 30% 5 70% S 60%
Increase in pensionable salaries* —% —-% — % - % —%
Increase in pensions In payment Upto500% Upto500% UptoS00% Upto500% Upto500%
Increase tn deferred pensions 3 00% to 5 00% for all years
Inflation assumption 3 30% 2 50% 300% 350% 3 50%
Mortality assumption table $1 PxA (YOB) PAS2 (YOB PA92 (YOB PA92 {YOB PAG2 (YOB
MC) MC) MCQ) MC)

* There are no members whose benefits are linked to salanes

The mortality assumptions in the table above imply the following Iife expectancies

Life expectancy

at age 65 (years)

Male retinng in 2013 205
Female retinng in 2013 227
Male retinng in 2033 218
Female retinng in 2033 242

The assets held for the defined benefit obligations can be reconciled from the opering balance to the balance sheet date as follows

31 December 31 December 31 December 31 January 31 January

2013 2012 2011 2011 2010
£'000 £000 £'000 £'000 £'000
Fair value of scheme assets at the beginning
of the year/period 7,355 7,252 7,875 7,410 6,736
Expected return on assets 388 414 450 440 404
Actuanal gain/{loss) 120 190 {626) 514 667
Contributions 142 138 88 91 91
Benefits paid {726) (639) {535) {580) {488)
Fair value of scheme assets at the end
of the year/penod 7,279 7,355 7,252 7,875 7,410
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31 December 31 December 31 December 31 January 31 January

2013 2012 2011 2011 2010

Equities — UK 426 404 2,203 4,797 3,471
Equities — overseas 2,875 3,254 2,195 —_ -_
Property 664 618 638 707 809
Diversified growth assets 1,171 1,092 — — —
Gilts 306 323 1,340 1,350 2,150
Corporate Bonds 1,782 1,634 694 780 802
Cash and other 55 30 182 241 178
Total fair value of assets 7,279 7,355 7,252 7,875 7,410

Sensitivities to the principal assumptions of the present value of the defined benefit obligation may be analysed as follows

Change in assumptions

Change in habilhities

Discount rate Decrease of 0 25% per annum

Rate of mortality Increase in life expectancy of 1 year

Increase by 2 8%

Increase by 4 7%

The reconcihation of movements in the year/period were as follows

31 December 31 December 31 December 31 January 31 January

2013 2012 2011 2011 2010

£'000 £/000 £000 £000 £000
Deficit at the beginning of the year/penod (3,227) (2,368) (362) {1,054) (647)
Movement in year
Contributions 142 138 a8 91 91
Finance {cost}/income (138) (80) 35 {18) {75)
Actuanal gan/{loss) a1 {917) {2,129) 619 (423)
Deficit at the end of the year/period (3,132) (3,227) (2,368) (362) (1,054)
Related deferred tax asset 658 742 616 101 295
Net deficit at the end of the year/penod (2,474) (2,485) {1,752} (261) (759)

The expected contributions in the year ending 31 December 2014 are £142,000 in accordance with the agreed schedule of contributions

16 Related parly transactions

Transactions between wholly owned group companies have not been disclosed in accordance with the exemption conferred by FRS 8
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Shareholder Information

Capita Asset Services (5 our registrar and they offer many services to
make managing your shareholding easier and more efficient

Customer Support Centre
You can contact Capita’s Customer Support Centre which 1s availlable
to answer any quernes you have in relation to your shareholding

By phone - UK — 0871 664 0300 (UK calls cost 10p per minute plus
network extras) From overseas - +44 20 8639 3399 iines are open
9 00am to 5 30pm, Monday to Friday, excluding public holidays

By email - shareholderenquines@capita co uk

By post - Capita Asset Services, The Registry, 34 Beckenham Road,
Beckenham, Kent, BR3 4TU

Sign up to electronic communications

Help us to save paper and get your shareholder mformation guickly and
securely by signing up to recewve your shareholder commumcations
via our website

Dividend payment options

Re-invest your dividends

Capita’s Dividend Re-investment Plan offers a convenient way for
shareholders to build up their shareholding by using dividend money
to purchase additional shares The plan s provided by Capita Asset
Services, a trading name of Capita IRG Trustees Limited which s
authorised and regulated by the Financial Conduct Authonity

For more information and an application pack please call 0871 664
0381 (calls to this number cost 10p per minute plus netweork extras)
or if calling from overseas +44 20 8639 3402 Lines are open 9 0Dam
t0 5 30pm, Monday to Friday, excluding public holidays Alternatively
you can emall shares@capita co.uk

It 1s iImportant to remember that the value of shares and income from
them can fall as well as nse and you may not recover the amount of
money you invest Past performance should not be seen as indicative
of future performance This arrangement should be considered as
part of a diversified portfolic

Arrange to have your dividends paid direct into your bank account
This means that

Your dmidend reaches your bank account on the payment date
It 1s more secure — cheques can sometimes get lost in the post
You don’t have the inconvenience of depositing a cheque
Helps reduce cheque fraud

- * e

If you have a UK bank account you can sign up for this service by
contacting the Customer Support Centre

Choose lo recerve your nexl dividend in your local cucrency

If you Yive outside the UK, Capita has partnered with Deutsche Bank to
provide you with a service that will convert your sterhing dividends into
your laca! currency at a competitive rate You can choose to receive
payment directly into your local bank account, or alternatively, you
can be sent a currency draft

You can sign up for this service by contacting the Customer Support
Centre
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For further nformaton contact Capita:

By phone - UK - 0871 664 0385 (UK calls cost 10p per minute plus
network extras) From overseas - +44 20 8639 3405 Lines are open
9 00am to 5 30pm, Monday to Fnday, excluding public hohdays

By e-mail - ips@capita co uk

Buy and sell shares

A simple and competitively priced service to buy and sell shares 1s
provided by Capita Asset Services There 15 no need to pre-register
and there are no complicated apphcation forms to fill in and by wisiting
www capitadeal com you can also access a wealth of stock market
news and information free of charge

For further information on this service, or to buy and sell shares wvisit
www capitadeal com or call 0871 664 0454 (calls cost 10p per minute
plus network extras, Lines are open 8 00am to 4 30pm, Monday to
Friday From outside of the UK dial + 44 20 3367 2699}

This 1s not a recommendation to buy and sell shares and this service
may not be suitable for all shareholders The price of shares can
go down as well as up and you are not guaranteed to get back the
amount you orngnally invested Terms, conditions and risks apply
Capita Asset Services 1s a trading name of Capita IRG Trustees Limited
which 1s authorised and regulated by the Financial Conduct Authonty
This service 1s only available to private shareholders restdent in the
European Economic Area, the Channel Islands or the Isle of Man

Capita Asset Services 15 a trading name of Capita Registrars Limited
and Capita IRG Trustees Limited Share registration and assooated
services are provided by Capita Registrars Limited (registered in
England and Wales , No. 2605568) Regulated serwvices are provided
by Capita IRG Trustees Limited (registered in England and Wales
No 2729260), which 1s authonsed and regulated by the Financal
Conduct Authornty

The registered office of each of these comparnies 1s The Registry, 34
Beckenham Road, Beckenham, Kent BR3 4TU.

www.capitaassetservices com

Donate your shares to charity

if you have only a small number of shares which are uneconomical
to sell you may wish to donate them to chanty free of charge
through ShareGift {Registered Chanty 10528686) Find out more at
www.sharegift org uk or by telephoning 020 7930 3737

Share fraud warning

Share fraud includes scams where investors are called out of the
blue and offered shares that often turn out to be worthless or non-
existent, or an inflated price for shares they own These calls come
from fraudsters operating in ‘boiler rooms’ that are mostly based
abroad

While high profits are promised, those who buy or sell shares in this
way usually [ose their money

The Financial Conduct Authonty (FCA) has found most share fraud
vicums are experienced investors who lose an average of £20,000,
with around £200m lost in the UK each year
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Protect yourself

If you are offered unsolicited mvestment advice, discounted shares,
a premium price for shares you own, or free company or research
reports, you should take these steps before handing over any money

+  Getthe name of the person and organisation contacting you

+  Check the Financial Services Register at http //www feca org uk/
to ensure they are authonsed

+  Usethe details on the FCA Register to contact the firm

+ Call the FCA Consumer Helpline on 0800 111 6768 f there are
no contact details on the Register or you are told they are out
of date

*  Search our hst of unauthonised firms and indmduals to avoid
doing business with

REMEMBER if it sounds too good to be true, it probably i1s!

If you use an unauthonsed firm to buy or sell shares or other
investments, you will not have access to the Financial Ombudsman
Service or Finanoial Services Compensation Scheme (FSCS) if things
£0 wWrong

Report a scam

If you are approached about a share scam you should tell the FCA
using the share fraud reporting form at http //www fca org uk/
scams, where you can find out about the latest investment scams
You can also call the Consumer Heipline on 0800 111 6768

If you have already pard money to share fraudsters you should contact
Action Fraud on 0300 123 2040
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