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Business review

Strategic Report for the year ended 31 October 2016

Chairman’s statement
Business Review
I am pleased to report another successful
year. Following strong inflows to our funds
under management, the Group has
enjoyed significant organic growth, with
increases in both revenue and profitability
and continues to provide high quality
services to our growing portfolio of clients
nationwide.
The Group has again proven its ability to increase revenue
with strong organic growth that has generated a double digit
increase in funds under management during the period whilst
improving gross margins. This year has seen the early realisation
of the benefits of scale and the infrastructure investment made
in previous periods.
Our success during the year has been driven by the captive
distribution model afforded by our advisers, who have added
over £200 million of assets to our discretionary portfolios. It
supports our belief that a financial planning led approach to
the management of our clients’ wealth, based on the highly
personal face to face relationship between them and our
advisers, is key to ensuring that their interests remain at the
centre of our operations.
The Group completed two asset purchase acquisitions in 2016
as the focus remained on successfully integrating the businesses
purchased in 2015. We continue to discerningly evaluate
further opportunities in line with our strategy of making selective
acquisitions that will enhance shareholder value. The success
of this approach has been seen in the high level of retained
clients and advisers from previous transactions and the level of
earn out deferred payments made during the year. The Group
paid £4.3 million in deferred consideration to the vendors of
historical acquisitions, representing over 90% of the maximum
consideration targeted at the time of each acquisition. As at
31 October 2016 the Group had generated a strong pipeline
of acquisition opportunities that meet the Board’s financial and
cultural criteria.
The success of our ability to integrate numerous acquisitions
and confirmation of the robustness of our business model, which

has demonstrated the financial strength of the Group and
facilitated both revenue and earnings growth during a period
without multiple acquisitions, gives the Board great confidence
as it embarks on further acquisitions in 2017.
In spite of turbulent financial markets in 2016 and the political
uncertainty caused by the EU Referendum and the US
presidential elections, AFH’s range of portfolios has continued
to perform well and during the year over 90% of new money
invested by our clients was placed in our Discretionary funds.
In periods of uncertainty and at a time when people are being
encouraged by the Government to take greater responsibility
for their financial wellbeing, the Group believes that longterm demand for personal independent financial advice will
continue to grow. AFH is well positioned to meet this increasing
need and to benefit from the demographic and regulatory
changes that have occurred in recent years. The ability of
AFH to use its scale to provide competitively priced access
to the investment market for the Mass Affluent strata of the
UK, traditionally only enjoyed by High Net Worth individuals,
is expected to enhance a growing client base whilst the use
of technology will create efficiencies and provide our clients
and advisers with greater access and tools to simplify the
management of their investments.
In recognition of the technological opportunities identified by
the Board, during 2016 the Group began investing in its digital
transformation to open new business channels whilst enhancing
the experience of our existing clients and advisers and
providing further operational efficiencies within the business.
This programme is budgeted to extend into 2018 during
which period the Group will invest over £1 million in digital
infrastructure projects as the business develops its captive
distribution channels to provide tailored advice and investment
management solutions to both advisers and clients.
Financial Review
During the year the Group enjoyed strong revenue growth in
spite of economic and political uncertainty with double digit
growth in our funds under management. This was reflected in
a significant rise in recurring fee income, which reflected an
increase in our average annualised gross revenue per adviser to
above £165,000. Total revenue for the year increased by 15% to
£24.1 million (2015: £21.0 million) whilst gross margins increased
from 52% to 55% and EBITDA (net cash generation from trading)
increased by 29% from £2.8 million to £3.6 million. Post tax
earnings attributable to shareholders showed a similarly healthy
increase of 42% from £1.2 million to £1.7 million.
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Dividend
The Directors intend to continue the progressive dividend
policy set out in my previous reports, whilst recognising the
requirement to maintain sufficient cash within the business to
fund the Group’s growth strategy. Having considered this in the
light of the strong performance during the year under review,
the Directors propose a dividend of 3.0 pence per share, an
increase of 33% over the 2016 dividend (2.25 pence per share).
Subject to shareholder approval at AFH’s forthcoming Annual
General Meeting, the dividend will be paid on 4 May 2017 to
shareholders on the register of members at the close of business
on 18 April 2017.
Employees and Advisors
The profitable growth of AFH is due to the hard work and
professional approach of our staff and advisers. I would like to
formally thank all the team for the contribution they have made

c112721.indb 3

The Board believes that it has put in place the necessary
infrastructure to support its growth plans for 2017 and beyond.
Continued investment in technology, enabling a digitalised
approach to our clients in the future, is expected to accelerate
the benefits of scale and the infrastructure investment made in
previous periods.
The Group continues to be cash generative, and maintains
a strong balance sheet given the current size of its business.
The Group will continue to actively seek appropriately priced
opportunities during 2017 to expand its captive distribution
throughout the financial sector, generate additional revenue
and drive increased profitability.
Given the progress made in 2016 and the early months of the
2017 financial year, the Directors view the coming period as
providing excellent prospects and look forward to extending
AFH’s brand, reach and reputation.

Financial statements
18-43

As at 31 October 2016, AFH held cash and cash equivalents
of £6.7 million (2015: £3.7 million) after financing £5.0 million
for initial and deferred payments for acquisitions purchased
during the period 2013 to 2016. This cash position of the Group
will enable it to take advantage of acquisition opportunities
presently in its pipeline, as the industry continues to consolidate.
The Board believes that all future deferred payments for
acquisitions completed prior to the year-end will be financed
from existing cash resources and revenue generated by those
acquisitions during the earn-out periods.

Outlook
The Directors believe that there is a growing requirement
for a professional, financial planning led approach to
wealth management delivered by trusted personal advisers.
Furthermore they recognise that there is a continuing
consolidation of the IFA market at many levels within the sector.

Governance
14-15

Despite the 19% dilution that occurred in December 2015 as a
result of the creation of 3.8 million new ordinary shares under
the successful Placing and Subscription for new ordinary shares
to raise £6.3 million, earnings per share (“EPS”) increased by
20% to 7.16 pence (2015: 5.95 pence) as the benefits of AFH’s
centralised administration for supporting our growing business
were recognised. As shown on the Consolidated Statement
of Financial Position, the net proceeds of the December 2015
fundraising remain available for working capital and future
acquisitions.

to a highly successful year in which we have continued to grow
our business profitably. It is our aim to become the employer
of choice for staff and to maintain the alignment of interests
between our staff and advisers with those of our shareholders.
It is in response to the support we receive from our staff that
we continue to develop and promote our people from within
the Group at every opportunity, so that many key positions
are occupied by home grown talent. It is the enthusiasm,
dedication and creativity of our staff and advisers that has
allowed the Group to continue to deliver according to its
strategy each year.

Business review
01-11

During 2016, recurring revenue increased to £16.4 million (2015:
£13.6 million) to represent 68% of total income for the year.
The Directors believe this level of recurring revenue confirms
the strength of the Group’s financial model. Over 90% of the
Group’s total ongoing operating cost base is covered by the
gross margin generated on our recurring fees, providing a
sound basis for future growth.

John Wheatley
Chairman
27 January 2017
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Business review

Strategic Report for the year ended 31 October 2016 continued

Chief Executive’s report
Strong organic growth in 2016 and wellfunded balance sheet have created a
solid platform for future expansion
Strategic review

I am pleased to report another successful year during which our
revenue and margins increased, driven by the organic growth
of our core financial planning and investment management
business. The distribution afforded by our advisers enabled AFH
to grow its funds under management to over £2 billion with
inflows of new funds exceeding £200 million, a double digit
increase at a time when the sector continues to see single digit
growth.
In a year in which the Group completed two acquisitions,
the ability of AFH to report significant growth whilst improving
margins supports the strategy set out by the Board in 2014 to
place financial planning through face to face advice at the
forefront of our proposition, supported by a strong infrastructure
and professional investment management team.

2016 again demonstrated the importance of captive channels
of distribution operating under a single brand, generating
increasing levels of advisory revenue whilst securing strong
inflows of funds and a low level of repatriations. The Group
will continue to build on this strategic advantage through
the ongoing recruitment, acquisition and training of financial
advisers to extend our face to face service in the future.
Recent market surveys have indicated that there will be
pressure to reduce product costs in the future, in part driven by
the new competitors with technology driven offerings (including
“robo-advice”) possibly backed by regulatory pressure. AFH
has adopted a strategy of using its size and financial strength to
negotiate rates on behalf of all of its clients and does not seek
to add additional margin to these costs. The Board believe that
AFH is at the forefront of this change on behalf of our clients
and has embraced a business model that will not be negatively
impacted by a reduction in product costs in the future.
The investment that has been made in people, technology and
infrastructure during the last two years will allow AFH to continue
to scale its operations and the initial benefits of scale are
demonstrated in the results of the year under review. However,

the Group operates in a rapidly changing market sector and
in March 2016 the Board took the next step in its strategy to
embrace digitalisation as a continuous strand throughout the
organisation. This represents a two year plan that will flow from
our clients, through our advisers to investment, compliance and
back office functions to create greater visibility, in a sector that
has earned a reputation for a lack of transparency. I believe
that it will also bring more interaction between clients and
the Group and greater efficiencies that will reduce the more
mundane work processes for our employees and allow them to
fulfil their potential within AFH.
As noted in the Chairman’s Statement, AFH remains well
funded and continues to seek appropriate acquisitions that will
embrace the AFH culture whilst enhancing shareholder value.
2016 was a year of organic growth during which the Group
demonstrated that it was not just dependent on acquisitions
to grow the business but could continue to develop a growing
client base organically through a period of economic and
political uncertainty. The ability of our internal operations to
integrate the acquisitions completed since our IPO in June
2014 was tested and proven during the year and the successful
retention of both clients and advisers was demonstrated by the
earn out payments made in respect of these acquisitions. As
previously reported, acquisitions have been achieving over 90%
of the targets set at acquisition for the benefit of both vendors
and AFH shareholders. This has also enhanced our reputation
for openness during negotiations and throughout the deferred
earn out period and confirmed our financial strength to the IFA
market.
During the year our pipeline of potential acquisitions for
both 2017 and the future was expanded and in the second
half of the year an unprecedented number of approaches
were received from introducers and via direct approaches.
In September we launched an informative website “www.
sellanifa.co.uk” explaining the acquisition process to potential
vendors, the steps that they should take before embarking
on such a process and the likely expectations of any
acquirer company. The interest in this website was greater
than anticipated and in addition to explaining some of the
implications and processes of what is a once in a lifetime
experience for many IFAs, it has opened discussions that could
extend to opportunities in 2017 and beyond. As AFH enters 2017
the Group has already announced the completion of three
acquisitions in Lancashire, Scotland and Devon to extend its
national reach.
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The Group’s cost base, excluding Depreciation, Amortisation
and non-cash share-based payments, increased by £1,728,000
to £9,951,000 (2015: £8,223,000). Much of this increase reflects
the annualised cost increases in the second half of 2015 and
was comprised of increased staff investment, which represents
over 70% of our total expenditure, together with IT, marketing
and infrastructure investment to support continued business
growth.
EBITDA increased to £3.6 million (2015: £2.8 million), an increase
of 29%, whilst cash generated from operations during the
period increased by 45% to £3.2 million reflecting the increased
cash generating ability of the Group and the high correlation
between EBITDA and cash generation.

Capital structure
The Group remains free of secured debt, with the exception
of a mortgage held on the freehold property acquired
in 2015, and maintains a capital structure that the Board
believe provides a conservative level of gearing through
Unsecured Corporate Bonds. These bonds currently represent
approximately 14% of Shareholder’s equity and their future
use is considered by the Board to provide an additional and
attractive source of finance with which to enhance the return
of equity shareholders in the future.
The Group continues to maintain a net cash position and all
regulated subsidiary companies reported significant margins
above their regulatory and stress tested capital requirements as
at 31 October 2016.
Current year trading
The current year has started in line with trading levels from
the second half of 2016. Recurring revenues continue to
be in line with the Directors’ expectations, and the Group’s
acquisition pipeline remains strong. Since the year end we
have announced three acquisitions of IFA companies and our
strong cash position will allow AFH to take further advantage
of the active M&A market in the IFA sector. In addition we
have eleven new advisers joining during the first quarter of the
financial year to continue the expansion of our organic model.
Whilst these advisers are unlikely to have a material impact on
first half figures, the Board is confident that they will contribute
to the long term development of AFH and the achievement of
its strategic aims in 2017 and future periods.

Financial statements
18-43

Financial Performance
Revenues grew by 15% to £24.1 million (2015: £21.0 million)
driven by the strong performance of our investment portfolios
in volatile markets and by increased adviser productivity.
Recurring revenues, which are derived from the value of the
portfolios on which we provide investment services, increased
by 20% to £16.4 million. During the period new business
generated by our advisers increased to £7.7 million (2015:
£7.3 million) in spite of the uncertainty and turbulence in the
financial markets during the period up to and following the EU
Referendum. In addition, our gross margin increased to 55%
(2015: 52%) enabling the Group to report a 22% increase in gross
profits to £13.4 million.

As discussed above, the Group maintained its strict financial
and commercial criteria in assessing potential acquisitions
during the year and as a result the majority of the cash raised
in December 2015 remained on the Balance Sheet throughout
the year. Whilst this had an initial diluting impact on our
reported EPS, I am pleased to report that EPS has grown by 20%
to 7.16 pence (2015: 5.95 pence)

Governance
14-15

Following the completion of the interim period for the
integration of IFS UK Limited on 31 October 2015, 18 advisers
joined AFH to bring the total number of advisers to 143.
During the year the average number of advisers remained
constant (2015: 147) whilst the productivity, measured by
average annualised gross revenue per adviser, increased to
£168,000 (2015: £143,000). As outlined in my last report, the
internal market facilitated by the Group continues to offer an
opportunity for retiring advisers to realise the growth in the value
of their client base, whilst enabling younger advisers within
AFH to acquire client portfolios in a transparent and controlled
environment. It is expected this will continue to develop further.

Earnings attributable to shareholders increased by 43% to £1.7
million and accordingly the directors’ propose an increased
dividend of 3.0 pence per share, giving dividend cover of 138%
above the dividend to be paid in May 2017.

Business review
01-11

Our business remains focussed on the UK Mass Affluent market,
which the Board believes is currently underrepresented and
provides the greatest growth opportunities, providing advice to
clients in an environment where the state is increasingly passing
the responsibility for financial management to individuals.
Through our advisers, the Group seeks to build strong longterm relationships with our clients. Our aim is to guide them
to achieve their financial goals, and we believe that through
face to face advice, supported by a centralised technical and
investment team, we are able to provide clients with the most
effective outcomes.

Alan Hudson
Chief Executive Officer
27 January 2017

Depreciation and Amortisation costs increased to £1.2 million
(2015: £0.9 million) reflecting the full year cost of acquisitions
made in 2015 together with the increased capital spend on our
IT infrastructure.
The effective rate of taxation on profits decreased to 17.4%
(2015: 26%) due to the reversal of timing differences within
deferred tax and the release of prior year provisions following
submission of 2015 tax returns. The underlying tax rate fell to
21.5% compared to the standard rate of 20% as a result of
non-deductible amortisation expenditure charged through the
Income and Expenditure account.
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Business review

Strategic Report for the year ended 31 October 2016 continued

General Information
Financial risk factors
The Group’s and Company’s activities expose it to a variety of financial risks: market risk (including interest rate risk and cash flow
risk, credit risk and liquidity risk. The Group’s overall risk management programme seeks to minimise potential adverse effects on the
Group’s financial performance.
Market risk, interest rate risk and cash flow risk
The Group’s main sources of revenue and operating cash flows are substantially independent of changes in market interest rates.
The Group has significant interest-bearing assets on which it seeks to obtain a commercial rate of return from AA or above rated UK
institutions whilst not having a material adverse effect on cash flow. There are no significant variable rate interest-bearing liabilities.
Credit risk
Credit risk is managed on a Group basis. Credit risk arises from cash and cash equivalents and deposits with banks and financial
institutions, as well as commercial transactions. Individual risk limits are set based on internal or external ratings in accordance with
limits set by the Board. The utilisation of credit limits is regularly monitored. The Group receives the majority of its income directly from
blue chip financial institutions in accordance with instructions placed by its clients thereby minimising the risk of incurring bad debts.
Liquidity risk
Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding and
the ability to close out market positions. The Group maintains flexibility by maintaining significant headroom in its cash position.
Management monitors forecasts of the Group’s liquidity on the basis of expected cash flows. This is carried out in accordance with
recommended accounting practice and limits set by the Group. The Board reviews the Group’s liquidity at its monthly meetings.
Capital risk management
The Group’s objectives when managing capital are to safeguard its ability to continue as a going concern in order to provide
returns for shareholders and benefits for other stakeholders and to maintain an appropriate capital structure to reduce the cost of
capital. The Group monitors capital by maintaining or adjusting the capital structure by adjusting the amount of dividends paid to
shareholders, issuing new shares and unsecured securities or selling assets to maintain financial resources. The capital employed
by the Group is composed of equity attributable to the shareholders and long term unsecured corporate bonds, as detailed in the
Statement of Changes in Equity.
Key performance indicators
The directors consider the key performance indicators (“KPIs”) for the Group are as follows:
•

Revenue – this is total income (excluding VAT) from all revenue streams;

•

Gross margin – this is the revenue generated by the Group after fees paid to its independent financial advisors and other direct
costs of sale.

•

Adjusted EBITDA margin – this is profit generated from the Group’s operating activities before any financing income or costs,
taxation, non cash share based payments, depreciation and amortisation as a proportion of revenue;

•

Adjusted profit before tax – profit before taxation, non cash share based payments, depreciation and amortisation of
intangible assets;

•

Adjusted EPS – total comprehensive income for the year, net of tax, attributable to equity holders of the Group, adjusted to
add back acquisition costs expensed under IFRS 3 (Revised) and the amortisation of intangible assets, divided by the number
of ordinary shares in issue;

Non-financial KPI’s
The directors consider the non financial key performance indicators (“KPIs”) for the Group are as follows:
•

Advice Quality Reviews – review of the suitability of financial planning and investment advice provided to our client base;

•

File Quality – measuring the quality and integrity of documentation ensuring that it provides sufficient defence against future
financial and regulatory scrutiny and represents the quality of advice provided;

•

Complaints – measuring the volume of regulated advice and service complaints received within any given period;

•

TCF Surveys – qualitative information sought from 10% of all clients who engage in new/repeat advice process; and

•

Breaches – measuring process failures throughout the group and thematic evidence produced to highlight weaknesses for
action.

Directors during the financial year
John Wheatley, Alan Hudson, Paul Wright, Susan Lewis, Mark Chambers, Austin Broad and Alexis Larvin were directors of the
Company throughout the financial year.

AFH Financial Group Plc Report and Accounts 2016
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Full disclosure of information
Each of the Directors at the time of this report confirm that so far as they are aware, there is no relevant audit information of which
the company’s auditor is unaware and he / she has taken all appropriate steps to make himself / herself aware of any relevant
audit information and to establish that the company’s auditor is aware of that information.

Business review
01-11

Director’s report
Some strategic considerations are documented within the Directors Report on pages 14-15.

Approved by the board

John Wheatley
Chairman
Governance
14-15

27 January 2017

Financial statements
18-43
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Business review

Report of the Remuneration Committee

The Remuneration Committee meets at least once a year to review the remuneration of the Executive Directors and approve
policies for remuneration of other senior executives. The Committee also monitors performance and approves the payment of all
performance related bonuses and administers the operation of the share option and share incentive schemes established by the
Group.
The Committee is chaired by Susan Lewis and comprises Susan Lewis, John Wheatley, Mark Chambers and Alan Hudson.
Alan Hudson does not participate in any discussions in which he has an interest.
Directors’ remuneration report
Introduction
This Report describes how the Board has voluntarily applied the Principles of Good Governance relating to Director’s remuneration.
The report also provides the information required to be reported on Directors’ remuneration under AIM Rule 19.
Remuneration policy
The policy is to provide remuneration packages for executive directors which aim to attract and retain high quality executives
capable of achieving the Group’s objectives and thereby enhance shareholder value. The performance measurement of the
Executive Directors and key members of senior management and the determination of their annual remuneration package is
undertaken by the Committee.
The remuneration of the Non-Executive Directors is determined by the Board of Directors.
The following comprises the components of the remuneration of all Executive Directors:
Salary
The base salaries of the executive directors are set at levels considered to be appropriate when they enter into service agreements
with the Group. The base salaries are reviewed by the Remuneration Committee annually and any increases are awarded having
regard to performance and salary levels in comparable organisations.
Annual performance related payments
It is the policy of the Company to operate bonus arrangements for the Executive Directors which are performance related, the
primary measures being the achievement of financial targets and personal performance.
Benefits in kind
A range of taxable benefits are available to Executive Directors. These benefits primarily comprise the provision of company
pension contribution, life assurance and private medical insurance.
Share option schemes
The Company has established approved and unapproved share option schemes, in which the executive directors may participate.
Details are set out in note 15 to these financial statements.
Pension arrangements
The group pays a defined contribution to the pension scheme of certain executive directors. The individual pension schemes are
private and their assets are held separately from those of the Group.
Executive Directors’ contracts
Executive directors are employed under service contracts requiring a maximum of 12 months’ notice by the company.
Non-Executive Directors’ contracts
The Chairman and the non-executive directors each receive a fee for their services under appointment letters which are for an
initial period of 12 months and thereafter terminable by 3 months’ notice from either party. The fee is approved by the Board,
mindful of the time commitment and responsibilities of their roles and of current market rates for comparable organisations and
appointments. The non-executive directors and the Chairman are reimbursed for travelling and other minor expenses incurred.
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Board
Meetings

Audit
Committee

Remuneration
Committee

J Wheatley

2

12

2

1

S Lewis

2

11

2

1

M Chambers

2

12

2

1

A Hudson

2

12

2

1

A Larvin

2

10

N/a

N/a

A Broad

2

10

N/a

N/a

P Wright

2

12

2

N/a

Directors’ emoluments
Salary

Bonus

Adviser
Fees

Other
Benefits

Share based
payments

Total
2016

Total
2015

A Hudson

350,000

50,000

7,969

14,000

25,257

447,226

418,389

T Denne*

–

–

–

89,600

Governance
14-15

Strategy
Meetings

Business review
01-11

Directors’ attendance at Board and Board Committee meetings

Executive Directors

–

–

125,000

25,000

–

–

23,729

173,729

150,915

A Broad

100,000

10,000

–

4,000

6,982

120,982

3,735

A Larvin

110,000

24,500

–

4,400

8,738

147,638

8,047

J Wheatley

35,000

–

–

–

4,454

39,454

38,434

M Chambers

25,000

–

–

–

673

25,673

25,000

S Lewis

25,000

–

–

–

4,117

29,117

28,434

Non–executive Directors

Financial statements
18-43

–

P Wright

* Left in previous financial year
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Business review

Report of the Remuneration Committee continued

Interest in options
The Group operates the Share Option Plan by which certain of the Executive Directors and other senior executives are able to
subscribe for ordinary shares in the Company. The interests of the directors were as follows:

J Wheatley

A Hudson

Date granted

No. of ordinary
shares

Exercise price

Earliest date exercisable

Latest date
exercisable

22 June 2011

13,585

37p

22 June 2014

1 August 2012

5,000

100p

1 August 2015

31 July 2022

30 June 2014

25,000

140p

30 June 2017

29 June 2024

26 January 2016

15,000

171.5p

26 January 2019

25 January 2026

21 June 2021

30 June 2014

150,000

140p

30 June 2017

29 June 2024

15 February 2016

100,000

180p

15 February 2019

14 February 2026

13 January 2014

125,000

120p

13 January 2017

12 January 2024

30 June 2014

56,973

140p

30 June 2017

29 June 2024

21 July 2014

68,027

147p

21 July 2017

20 July 2024

15 February 2016

60,000

180p

15 February 2019

14 February 2026

30 June 2014

25,000

140p

30 June 2017

29 June 2024

26 January 2016

10,000

171.5p

26 January 2019

25 January 2026

26 January 2016

10,000

171.5p

26 January 2019

25 January 2026

P Wright

S Lewis

M Chambers

A Broad

22 June 2011

40,755

37p

22 June 2015

21 June 2021

1 August 2012

10,000

100p

1 August 2016

31 July 2022

13 January 2014

35,000

120p

13 January 2017

12 January 2024

1 November 2014

665

150.5p

1 November 2017

31 October 2024

15 February 2016

60,000

180p

15 February 2019

14 February 2026

22 June 2011

40,755

37p

22 June 2015

21 June 2021

1 August 2012

10,000

100p

1 August 2016

31 July 2022

A Larvin

13 January 2014

50,000

120p

13 January 2017

12 January 2024

1 November 2014

665

150.5p

1 November 2017

31 October 2024

15 February 2016

60,000

180p

15 February 2019

14 February 2026
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Ordinary shares of 10p each
Director:

Shares held at
1 Nov 2015

Share options
held at 1 Nov 2015

Movements
during the year

Total at
31 Oct 2016

227,121

43,585

15,000

285,706

J Wheatley
A Hudson

7,555,700

150,000

100,000

7,805,700

P Wright

35,000

250,000

60,000

345,000

M Chambers

20,000

–

10,000

30,000

–

25,000

10,000

35,000

A Broad

15,000

86,420

60,000

161,420

A Larvin

–

101,420

60,000

161,420

Note:
Directors’ shareholdings include any shareholdings of trusts or family members deemed to be connected persons.

Governance
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S Lewis
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Directors’ interests
Directors’ beneficial interest in the Ordinary shares of the Company (which included those of their families) were as follows:

Movements during the year are detailed in note 15.
The mid-market price of the shares at 31 October 2016 was 165p. The range during the year was 158p to 198p.

No Director had any other beneficial interest at the year end in the shares of any other Group Company.
This report was approved by the Board of Directors on 27 January 2017 and signed on its behalf by:

Financial statements
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During the year A Hudson purchased 100 B shares in AFH Group Limited for £3,333 under a Group growth share scheme. These
shares can be converted into 100,000 equity share options after three years subject to certain performance conditions and
have been shown as movements during the year in the table above. Any shares that do not meet the performance criteria are
cancelled after three years. P Wright, A Broad and A Larvin each purchased 60 B shares in AFH Group Limited for £ 2,000 under a
Group growth share scheme. These shares can each be converted into 60,000 equity share options after three years subject to
certain performance conditions and have been shown as movements during the year in the table above. Any shares that do not
meet the performance criteria are cancelled after three years.

Susan Lewis
Chairman
Remuneration Committee
27 January 2017
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Governance

Director’s report

The directors present their report and financial statements for the year ended 31 October 2016.
Principal activities
The principal activity of the Group continued to be that of independent financial advisers and discretionary investment managers.
Results and dividends
The consolidated statement of comprehensive income for the year is set out on page 19.
The amount that the directors recommend should be paid out by way of dividends has been disclosed in the Strategic Report on
page 3.
Future developments
The Group continues to seek high quality IFA and related financial sector businesses of all sizes that will embrace the AFH culture of
providing exceptional value to our growing client base while providing attractive returns to our shareholders.
The Group continues to invest in its digital footprint to improve the service to both clients and AFH advisers whilst enabling greater
efficiency in its administration. This digitalisation of both the advice and investment service is also expected to open new market
channels to future clients who embrace digital and mobile technology.
Directors
The following directors have held office since 1 November 2015:
Mr A Hudson
Mr J Wheatley
Mr P Wright
Mrs S Lewis
Mr M Chambers
Mr A Broad
Mrs A Larvin

Creditor payment policy
The Group’s current policy concerning the payment of trade creditors is to:
•

settle the terms of payment with suppliers when agreeing the terms of each transaction;

•

ensure that suppliers are made aware of the terms of payment by inclusion of the relevant terms in contracts; and

•

pay in accordance with the company’s contractual and other legal obligations.

On average, trade creditors at the year end represented 62 (2015 – 63) days’ purchases.
Matters covered in the Strategic Report and Financial Statements
As permitted by paragraph 1A of schedule 7 to the Large and Medium Sized Companies and Groups (Accounts and Reports)
Regulations 2008 certain matters which are required to be disclosed in the Directors Report have been omitted as they are included
in the Strategic Report on pages 2-7 and in notes 20 and 22 of the Financial Statements.
Auditors
A resolution proposing that Mazars LLP be reappointed as auditors of the Company will be put to the members at the Annual
General Meeting.
Statement of directors’ responsibilities
The directors are responsible for preparing the Strategic Report and the Directors’ Report and the financial statements in
accordance with applicable law and regulations.
Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
elected to prepare the financial statements in accordance with International Financial Reporting Standards and applicable law.
Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs of the Company and of the Group and of the profit or loss of the Group for that period. In preparing
these financial statements, the directors are required to:
•

select suitable accounting policies and then apply them consistently;

•

make judgements and accounting estimates that are reasonable and prudent;

•

state whether applicable International Financial Reporting 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 is inappropriate to presume that the group will continue in
business.
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The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company’s
transactions and disclose with reasonable accuracy at any time the financial position of the company and the group and enable
them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible for safeguarding the
assets of the Company and the Group and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities
Statement of disclosure to auditors
So far as the directors are aware, there is no relevant audit information of which the group’s auditors are unaware. Additionally, the
directors have taken all the necessary steps that they ought to have taken as directors in order to make themselves aware of all
relevant audit information and to establish that the group’s auditors are aware of that information.
On behalf of the board

Governance
14-15

Anne-Marie Brown
27 January 2017
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Financial Statements
for the year ended 31 October 2016
Independent auditors’ report
Consolidated income statement
Statement of changes in equity
Consolidated cash flow statement
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Statement of financial position

Notes to the financial statements

Financial statements
18-43

c112721.indb 17

30/01/2017 17:50

18

Financial statements

Independent Auditor’s report

We have audited the financial statements of AFH Financial Group PLC for the year ended 31 October 2016 which comprise
the Consolidated Statement of Comprehensive income, the Consolidated and Company Statements of Financial Position, the
Consolidated and Company Statements of Changes in Equity, the Consolidated Cash Flow Statement and the related notes. The
financial reporting framework that has been applied in the preparation of the group financial statements is applicable law and
International Financial Reporting Standards (IFRSs) as adopted by the European Union. The financial reporting framework that has
been applied in the preparation of the parent company financial statements is applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice), including FRS 101 “Reduced Disclosure Framework”.
Respective responsibilities of directors and auditor
As explained more fully in the Directors’ Responsibilities Statement set out on page 14, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view.
Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s
Ethical Standards for Auditors. This report is made solely to the parent 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 parent
company’s members those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the parent company and the parent
company’s members as a body for our audit work, for this report, or for the opinions we have formed.
Scope of the audit of the financial statements
A description of the scope of an audit of financial statements is provided on the Financial Reporting Council’s web-site at
www.frc.org.uk/auditscopeukprivate.
Opinion on the financial statements
In our opinion:
•

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 October 2016 and of the group’s and the parent company’s profit for the year then ended;

•

the group financial statements have been properly prepared in accordance with IFRSs as adopted by the European Union;

•

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.

Opinion on the other matter prescribed by the Companies Act 2006
In our opinion the information given in the Strategic Report and Directors’ Report for the financial year for which the financial
statements are prepared is consistent with the financial statements.
Matters on which we are required to 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 our
opinion:
•

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

•

the 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 received all the information and explanations we require for our audit.

Louis Burns (Senior Statutory Auditor)
for and on behalf of Mazars LLP
Chartered Accountants and Statutory Auditor
45 Church Street
Birmingham
B3 2RT
27 January 2017
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Consolidated Statement of Comprehensive Income

2016
£’000

2015
£’000

2

24,130

20,977

(10,771)

(10,009)

13,359

10,968

(11,121)

(9,213)

Cost of sales
Gross profit
Administrative expenses
Operating profit

3

2,238

1,755

Finance income

4

40

26

Finance costs

4

(248)

(187)

Income tax expense

2,030
6

Profit for the year attributable to owners of the parent
Other comprehensive income
Total comprehensive income for the year attributable to owners of the parent

(353)

1,594
(421)

1,677

1,173

–

–

1,677

1,173

Governance
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Profit before tax

Business review
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Revenue

Note

Earnings per share (in pence)
Basic

15

7.16

5.95

Diluted

15

6.61

5.49
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Consolidated Statement of Financial Position

Note

2016
£’000

2015
£’000

Intangible assets

8

21,359

20,902

Property, plant and equipment

9

1,202

960

Assets
Non-current assets

Investments

10

1

1

Deferred tax asset

14

43

45

22,605

21,908

4,465

4,360

6,717

3,767

11,182

8,127

33,787

30,035

7,837

8,289

322

339

Current assets
Trade and other receivables

11

Cash and cash equivalents
Total assets
Liabilities
Current liabilities
Trade and other payables

13

Current tax liabilities
Financial liabilities – Borrowings

12

Net current assets/(liabilities)

76

63

8,235

8,691

2,947

(564)

Non-current liabilities
Trade and other payables

13

2,047

5,238

Financial liabilities – Borrowings

12

3,352

3,432

Deferred tax liability

14

–

45

5,399

8,715

Total liabilities

13,634

17,406

Net assets

20,153

12,629

Shareholders’ equity
Share capital

15

2,413

2,012

Share premium account

16

13,989

8,112

Merger reserve

16

Share-based payment reserve

16

Retained earnings
Total Shareholders’ equity

(540)

(540)

494

384

3,797

2,661

20,153

12,629

Approved by the Board of Directors
27 January 2016
Paul Wright
Director
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Company Statement of Financial Position

2016
£’000

2015
£’000

10

2,022

2,022

2,022

2,022

14,812

9,916

5,277

2,366

20,089

12,282

22,111

14,304

777

229

Assets
Non-current assets
Investments

Business review
01-11

Note

Current assets
Trade and other receivables

11

Cash and cash equivalents

Liabilities
Current liabilities
Trade and other payables

13

Net current assets

777

229

19,312

12,053

2,894

2,894

Governance
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Total assets

Non-current liabilities
Financial liabilities – Borrowings

12

Net assets

3,671

3,123

18,440

11,181

Shareholders’ equity
Share capital

15

2,413

2,012

Share premium account

16

13,989

8,112

Share-based payment reserve

16

494

384

1,544

673

18,440

11,181

Retained earnings
Total Shareholders’ equity

Financial statements
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Total liabilities

Approved by the Board of Directors
27 January 2016
Paul Wright
Director

c112721.indb 21

30/01/2017 17:50

22

Financial statements

Statement of Changes in Equity

Consolidated Statement of Changes in Equity

Share-based
payment
reserve
£’000

Retained
earnings
£’000

Total
£’000

269

1,780

10,538

–

115

1,173

1,288

–

–

–

–

–

–

115

1,173

1,288

1,015

–

–

–

1,095

Share
capital
£’000

Share
premium
£’000

1,932

7,097

Profit for the year

–

–

Other comprehensive income

–

–

Total comprehensive income

–
80

Balance at 1 November 2014

Issue of share capital
Dividend
Balance at 31 October 2015

–

–

2,012

8,112

Merger
reserve
£’000

(540)

–
(540)

–

(292)

(292)

384

2,661

12,629

Profit for the year

–

–

–

110

1,677

1,787

Other comprehensive income

–

–

–

–

–

–

Total comprehensive income

–

–

–

110

1,677

1,787

401

5,877

–

–

–

6,278

–

–

–

–

2,413

13,989

Issue of share capital
Dividend
Balance at 31 October 2016

(540)

(541)

(541)

494

3,797

20,153

Company only Statement of Changes in Equity
Share
capital
£’000

Share
premium
£’000

Share-based
payment
reserve
£’000

Retained
earnings
£’000

Total
£’000

1,932

7,097

269

377

9,675

Profit for the year

–

–

115

588

703

Other comprehensive income

–

–

–

–

–

Total comprehensive income

–

–

115

588

703

80

1,015

–

–

1,095

–

–

–

2,012

8,112

384

673

11,181

Profit for the year

–

–

110

1,412

1,522

Other comprehensive income

–

–

–

–

–

Total comprehensive income

–

–

110

1,412

1,522

401

5,877

–

–

6,278

Balance at 1 November 2014

Issue of share capital
Dividend
Balance at 31 October 2015

Issue of share capital
Dividend
Balance at 31 October 2016

–

–

–

2,413

13,989

494

(292)

(541)
1,544

(292)

(541)
18,440
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Consolidated Statement of Cash Flows

2016
£’000

2015
£’000

18

3,278

2,239

Cash flows from operating activities
Cash generated from operations

(365)

Tax paid
Net cash inflow from operating activities

2,913

Business review
01-11

Note

(218)
2,021

Cash flows from investing activities
Purchase of property, plant and equipment

9

(423)

(789)

Purchase of other intangible assets, net of cash

8

(4,996)

(6,532)

Interest received
Net cash outflow from investing activities

–
34

34
18

(5,385)

(7,269)

6,501

1,072

Cash flows from financing activities
Proceeds from issue of shares
Share issue costs
Proceeds from borrowings
Repayment of borrowings
Interest paid

–
(67)
(248)
(541)

(24)
2,743
–
(137)
(292)

Net cash inflow from financing activities

5,422

3,362

Net increase/(decrease) in cash and cash equivalents

2,950

(1,886)

Cash and cash equivalents at the beginning of the year

3,767

5,653

Cash and cash equivalents at the end of the year

6,717

3,767
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Dividends

(223)
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Proceeds from disposals of other intangible assets
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Notes to the Consolidated Financial Statements
For the year ended 31 October 2016

1. General Information
AFH Financial Group is a company incorporated in England and Wales under the Companies Act 2006 and is registered at AFH
House, Buntsford Drive, Stoke Heath, Bromsgrove, Worcestershire, B60 4JE.
The Group is principally engaged in the provision of independent financial advice to the retail market.
This financial information has been prepared for the year ended 31 October 2016.
1.1 Principal accounting policies
(a) Basis of preparation
The consolidated financial information has been prepared in accordance with International Financial Reporting Standards (“IFRS”)
and International Financial Reporting Standards Interpretation Committee that are endorsed by the European Union, and with
those parts of the Companies Act 2006 applicable to those companies reporting under IFRS.
The consolidated financial statements have been prepared under the historic cost convention.
The company financial statements have been prepared in accordance with Financial Reporting Standard 101 “Reduced Disclosure
Framework” (“FRS 101”) and in accordance with the applicable provisions of the Companies Act 2006. Except for certain disclosure
exemptions detailed below, the recognition, measurement and disclosure requirements of International Financial Reporting
Standards as adopted by the EU (EU-adopted IFRSs) have been applied to these financial statements and, where necessary,
amendments have been made in order to comply with the Companies Act 2006 and The Large and Medium-sized Companies and
Groups Regulations 2008/410 (‘Regulations’).
This is the first year the Company has prepared its financial statements in accordance with FRS 101, accordingly the financial
information as at 1 November 2014 and for the year ended 31 October 2015 have been restated to comply with FRS 101.
The company financial statements have been prepared under the historic cost convention.
The financial information has been prepared in Sterling.
The principal accounting policies adopted are set out below and have been applied consistently.
No adjustments were required to the Company’s opening balance sheet or comparatives for the transition to FRS 101 and therefore
the Company has not provided the presentation and disclosures required by IFRS ‘First-time Adoption of International Financial
Reporting Standards’.
The Company has taken advantage of the following exemptions in preparing these financial statements, as permitted by FRS101
paragraph 8.
(i)	The requirement of IFRS 7 ‘Financial Instruments Disclosures’ relating to the disclosure of financial instruments and the nature
and extent of risks arising from such instruments;
(ii)	The requirement of IFRS 13 ‘Fair Value Measurement’ paragraph 91 to 99 relating to the fair value measurement disclosure of
financial assets and financial liabilities that are measure at fair value;
(iii)	The requirements of IAS 8 ‘Accounting Policies, Changes in Accounting Estimates and Errors’ paragraph 30 and 31 relating to
the disclosure of standards, amendments and interpretations in issue but not yet effective;
(iv)	The requirement of IAS 1 ‘Presentation of Financial Statements’ paragraphs 134 to 136 relating to the disclosure of capital
management policies and objectives;
(v)	The requirements of IAS 7 ‘Statement of Cash Flows’ and IAS 1 ‘Presentation of Financial Statements’ paragraph 10(d); 111
relating to the presentation of a Cash Flow Statement;
(vi)	The requirements of IAS 24 ‘Related Party Disclosures’ relating to the disclosure of key management personnel compensation
and relating to the disclosure of related party transactions entered into between the company and other wholly-owned
subsidiaries of the group.
(b) Going Concern
The directors have considered the Group’s business activities, its cash flows and capital position for a period of 12 month from
approval of these accounts. The current view is that even without the organic growth and expected acquisition trail in the new
financial year the group can continue to trade generating profits to cover its short term and long term debts.
Therefore, the directors are satisfied that the Group has adequate resources to continue in business for the foreseeable future and
for this reason continue to adopt the Going Concern basis in preparing the financial information.
(c) Basis of consolidation
Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group obtains control, and continue to
be consolidated until the date that such control ceases. All intra-Group balances, income and expenses and unrealised gains and
losses resulting from intra-Group transactions are eliminated in full.
Control is achieved when the company has the power over the investee; is exposed or has rights to variable return from its
involvement with the investee; and has the ability to use its power to affects its returns.
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(d) Business combinations
Business combinations are accounted for using the acquisition method except for group reorganisations where the combination
is on a share for share basis and the resulting business remains unchanged. The consideration transferred for the acquisition of
a subsidiary is the fair values of the assets transferred, the liabilities incurred and the equity interests issued by the Group. The
consideration transferred includes the fair value of any asset or liability resulting from a contingent consideration arrangement.
Acquisition-related costs are expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair values at the acquisition date.

(e) Goodwill and Intangibles
Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group’s interest in the net fair value of the
separable assets, liabilities and contingent liabilities of the subsidiary or an interest in an associate undertaking recognised at the
date of acquisition.

Governance
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Any contingent consideration to be transferred, whether in cash or another financial instrument such as a convertible loan
note, is recognised at fair value at the acquisition date. Subsequent changes to the fair value of the contingent consideration
that is deemed to be an asset or liability is recognised in accordance with IAS 39 either in profit or loss or as a change to other
comprehensive income. Contingent consideration that is classified as equity is not re-measured, and its subsequent settlement is
accounted for within equity.

Business review
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1.1 Principal accounting policies (continued)

Goodwill is initially recognised as an asset at cost and is subsequently measured at cost less any accumulated impairment losses on
an annual basis. Any impairment is recognised immediately in the Statement of Comprehensive Income and is not subsequently
reversed.

The cost of intangible assets, excluding goodwill acquired in a business combination is fair value as at the date of acquisition.
Following initial recognition, intangible assets are carried at cost less any accumulated amortisation and any accumulated
impairment losses. The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets assessed as
having finite lives are amortised over their useful economic life.
Intangible assets assessed as having finite lives are assessed for impairment whenever there is an indication that the intangible asset
may be impaired. The amortisation period and the amortisation method for an intangible asset with a finite useful life is reviewed
at least at each financial year end. Intangible assets are amortised over a period of 20 years from the month of acquisition unless
otherwise impaired. The useful economic life of 20 years is based on market experience and practice. The amortisation expense on
intangible assets with finite lives is recognised within Administrative Expenses in the Statement of Comprehensive Income.

Financial statements
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The single cash generating unit to which Goodwill has been allocated is tested for impairment annually, or more frequently when
there is an indication that the unit may be impaired. If the recoverable amount of the cash generating asset is less than the carrying
amount of the cash generating unit, the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated
to the cash generating unit.

(f) Property, plant and equipment
Property, plant and equipment is stated at cost, less accumulated depreciation and accumulated impairment in value.
Depreciation is provided on all property, plant and equipment at rates calculated to write each asset down to its estimated
residual value over its expected useful life as follows:
•

Computer and office equipment at 20-25% per annum on cost

•

Fixtures and fittings at 20% per annum on cost

•

Freehold land – no charge

•

Freehold land improvement at 12.5% per annum on cost

Any gain or loss arising on disposal of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the Statement of Comprehensive Income in the year the asset is disposed. The asset’s residual
values and useful lives are reviewed, and adjusted if appropriate, at each financial year end.
(g) Investments
Investments comprise investments in subsidiaries and joint ventures. These investments are stated at cost, less provision for
impairment.
(h) Borrowing costs
Borrowing costs are recognised as an expense when incurred.
(i) Trade and other receivables
A provision for impairment is made when there is objective evidence that the Group will not be able to collect all of the amounts
due under the original terms of the invoice. Any provisions are recognised as an expense in the Statement of Comprehensive
Income.
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Notes to the Consolidated Financial Statements continued
For the year ended 31 October 2016

1.1 Principal accounting policies (continued)
(j) Leases
Operating lease payments are recognised as an expense in the Statement of Comprehensive Income on a straight line basis over
the lease term.
Lease incentives are recognised over the term of the lease that the incentive is attached to.
(k) Cash and cash equivalents
Cash and cash equivalents in the Statement of Financial Position comprise cash at banks and in hand and short-term deposits with
an original maturity of three months or less. For the purpose of the Statement of Cash Flow, cash and cash equivalents consist of
cash and short-term deposits as defined above, net of outstanding bank overdrafts.
(l) Share based payments
Employees (including senior executives) of the Group receive remuneration in the form of share based payment transactions,
whereby employees render services as consideration for equity instruments (“equity settled transactions”).
The cost of equity-settled transactions with employees is measured by reference to the fair value at the date on which they are
granted and is recognised as an expense over the period in which the performance and/or service conditions are fulfilled, ending
on the date on which the relevant employees become fully entitled to the award (“the vesting date”). Fair value is determined
using the Black Scholes pricing model.
The cumulative expense recognised for equity settled transactions at each reporting date until the vesting date reflects the extent
to which the vesting period has expired and the Group’s best estimate of the number of equity instruments that will ultimately
vest. The Statement of Comprehensive Income charge or credit for a period represents the movement in cumulative expense
recognised as at the beginning and end of that period. No expense is recognised for awards that do not ultimately vest.
The dilutive effect of outstanding options is reflected as additional share dilution in the computation of earnings per share.
(m) Revenue recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can be
reliably measured. Revenue is measured at the fair value of the consideration received, excluding discounts, rebates, and other
sales taxes or duty.
— Fee income
Fees are recognised as earned at the point when financial advice is provided and when fees from the management of investments
are earned.
— Interest income
Revenue is recognised as interest accrues (using the effective interest method that is the rate that exactly discounts estimated
future cash receipts through the expected life of the financial instrument to the net carrying amount of the financial asset).
(n) Taxation
The taxation expense represents the sum of the tax currently payable and deferred tax.
Tax currently payable is measured at the amount expected to be paid to or recovered from the taxation authorities. The tax rates
and tax laws used to compute the amount are those that are enacted or substantively enacted by the reporting date.
Tax relating to items recognised directly in equity is recognised in equity and not in the Statement of Comprehensive Income.
(o) Deferred tax
Deferred tax is provided using the liability method on temporary differences at the reporting date between the tax bases of assets
and liabilities and their carrying amounts for financial reporting purposes. Deferred tax balances are recognised for all taxable
temporary differences, except where the deferred tax balance arises from the initial recognition of goodwill or of an asset or liability
in a transaction that is not a business combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss.
Deferred tax assets are recognised for all deductible temporary differences, carry forward of unused tax credits and unused tax
losses, to the extent that it is probable that taxable profit will be available against which the deductible temporary differences, and
the carry forward of unused tax credits and unused tax losses can be utilised.
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilised.
Unrecognised deferred tax assets are reassessed at each reporting date and are recognised to the extent that it has become
probable that future taxable profits will allow the deferred income tax asset to be recovered.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset is realised or
the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting date.
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Business review
01-11

1.1 Principal accounting policies (continued)
(p) Sales tax
Revenues, expenses and assets are recognised net of the amount of sales tax, except:
•

Where the sales tax incurred on a purchase of assets or services is not recoverable from the taxation authority, in which case
the sales tax is recognised as part of the cost of acquisition of the asset or as part of the expense as applicable; and

•

Receivables and payables that are stated with the amount of sales tax included.

(q) Dividend recognition
Dividend distributions to the Company’s shareholders are recognised in the accounting period in which the dividends are declared
and paid, or if earlier, in the accounting period when the dividend is approved by the Company’s shareholders at the Annual
General Meeting.
Changes in accounting policies

Standards, interpretations and amendments effective from 1 November 2015
The adoption of the following mentioned standards, amendments and interpretations in the current year have not had a material
impact on the Group’s financial statements.

Governance
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(r)

EU effective date Periods beginning on or after
Annual Improvements to IFRS (2011 – 2013)
IFRIC 21 ‘Levies’

17 June 2014
1 January 2015

EU effective date Periods beginning on or after
IAS 1 (amendment) ‘Presentation of Financial Statements’ – Disclosure initiative

1 January 2016

IAS 16 (amendment) ‘Property, Plant and Equipment’ and
IAS 38 (amendment) ‘Intangible Assets’ – Clarification of
acceptable methods of depreciation and amortisation

1 January 2016

IAS 16 (amendment) ‘Property, Plant and Equipment’ and IAS 41
(amendment) ‘Agriculture’ – Agriculture: Bearer plants

1 January 2016

IAS 19 (amendment) ‘Employee Benefits’ – Defined
benefit plans: Employee contributions
IAS 27 (amendment) ‘Separate Financial Statements’ –
Equity method in separate financial statements
IFRS 10 (amendment) ‘Consolidated Financial Statements’, IFRS
12 (amendment) ‘Disclosure of Interests in Other Entities’ and IAS
28 (amendment) ‘Investments in Associates and Joint Ventures’ –
Investment entities: Applying the consolidation exception
IFRS 11 (amendment) ‘Joint Arrangements’ – Accounting
for acquisitions of interests in joint operations

1 February 2016
1 January 2016
Expected to be endorsed after 1 January 2016

1 January 2016

Annual Improvements to IFRS (2010 – 2012)

1 February 2015

Annual Improvements to IFRS (2012 – 2014)

1 January 2016

IAS 7 (amendment) ‘Statement of Cash Flows’ – Disclosure initiative

Expected to be endorsed before 1 January 2017

IAS 12 (amendment) ‘Income Taxes’ – Recognition of
deferred tax assets for unrealised losses

Expected to be endorsed before 1 January 2017

IFRS 9 ‘Financial Instruments’

1 January 2018

IFRS 15 ‘Revenue from Contracts with Customers’

1 January 2018

Clarifications to IFRS 15 ‘Revenue from Contracts with Customers’
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Standards, interpretations and amendments to published standards that are not yet effective
The adoption of the following mentioned standards, amendments and interpretations in future years are not expected to have a
material impact on the Group’s financial statements.

Expected to be endorsed before 1 January 2018
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Notes to the Consolidated Financial Statements continued
For the year ended 31 October 2016

1.1 Principal accounting policies (continued)
EU effective date Periods beginning on or after
IFRS 2 (amendment) ‘Share-based Payment’ – Classification and
measurement of share-based payment transactions

Expected to be endorsed before 1 January 2018

IFRS 4 (amendment) ‘Insurance Contracts’ – Applying IFRS 9
‘Financial Instruments’ with IFRS 4 ‘Insurance Contracts’

Expected to be endorsed before 1 January 2018

IFRS 16 ‘Leases’

Expected to be endorsed before 1 January 2019

IFRS 14 ‘Regulatory Deferral Accounts’
IFRS 10 (amendment) ‘Consolidated Financial Statements’ and IAS 28
(amendment) ‘Investments in Associates and Joint Ventures’ – Sale or
contribution of assets between an investor and its associate or joint venture

Will not be endorsed by the EU
Endorsement has been postponed indefinitely

The group is continuing to assess the full impact that adopting IFRS16 will have on the future financial statements, and therefore the
full effect is yet to be determined.
(s)

Financial instruments

Loans and receivables
Trade receivables, loans and other receivables that have fixed or determinable payments that are not quoted in an active market
are classified as `loans and receivables’. Loans and receivables are measured at amortised cost using the effective interest
method, less any impairment.
Interest is recognised by applying the effective interest rate, except for short-term receivables when the recognition of interest
would be immaterial.
The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating the interest
income over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts through
the expected life of the debt instrument to the net carrying amount on initial recognition.
Fair value through profit and loss
Financial assets at fair value through profit and loss includes financial assets held for trading and financial assets designated upon
initial recognition at fair value through profit and loss. Financial assets are classified as held for trading if they are acquired for the
purpose of selling or repurchasing in the near term. Financial assets at fair value through profit and loss are carried in the Statement
of Financial Position at fair value with changes in fair value recognised in finance income or finance cost in the income statement.
The Group has not designated any financial assets upon initial recognition as at fair value through profit and loss.
The Group evaluated its financial assets held for trading to determine whether the intention to sell them in the near term is still
appropriate. When the Group is unable to trade these financial assets due to inactive markets and management’s intention
to sell them in the foreseeable future is significantly changed, the Group may elect to reclassify these financial assets in rare
circumstances. The reclassification to loans and receivables, available for sale or held to maturity depends on the nature of the
assets. This evaluation does not affect any financial assets designated at fair value through profit and loss using the fair value option
at designation.
Impairment of financial assets
Financial assets, other than those at FVTPL, are assessed for indicators of impairment at each reporting end date.
Financial assets are impaired where there is objective evidence that, as a result of one or more events that occurred after the initial
recognition of the financial asset, the estimated future cash flows of the investment have been affected.
Derecognition of financial assets
Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire, or when it transfers the
financial asset and substantially all the risks and rewards of ownership to another entity.
Other financial liabilities
Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs. They are subsequently
measured at amortised cost using the effective interest method, with interest expense recognised on an effective yield basis.
The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest expense
over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments through the
expected life of the financial liability to the net carrying amount on initial recognition.
Derecognition of financial liabilities
Financial liabilities are derecognised when, and only when, the Group’s obligations are discharged, cancelled or expired.
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Equity instruments
Equity instruments issued by the Group are recorded at the proceeds received, net of direct issue costs.
Financial risks factors
The Group’s activities expose it to a variety of financial risks: market risk (including interest rate risk and cash flow risks), credit risk and
liquidity risk. The Group’s overall risk management programme seeks to minimise potential adverse effects on the Group’s financial
performance.

Credit risk
Credit risk is managed on a Group basis. Credit risk arises from cash and cash equivalents and deposits with banks and financial
institutions, as well as commercial transactions. Individual risk limits are set based on internal or external ratings in accordance with
limits set by the Board. The utilisation of credit limits is regularly monitored.

Governance
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Market risk
The Group’s main sources of revenue and operating cash flows are substantially independent of changes in market interest rates.
The Group has significant interest-bearing assets on which it seeks to obtain a commercial rate of return from AA or above rated UK
institutions whilst not impacting on cash flow.

Business review
01-11

1.1 Principal accounting policies (continued)

The Group receives the majority of its income directly from blue chip financial institutions in accordance with instructions placed by
its clients thereby minimising the risk of incurring bad debts.
Liquidity risk
Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding and the
ability to close out market positions. The Group maintains flexibility by maintaining significant headroom in its cash position.

Capital risk management
The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a Going Concern in order to
provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce the cost
of capital.

Financial statements
18-43

The Board monitors forecasts of the Group’s liquidity on the basis of expected cash flows. This is carried out in accordance with
recommended accounting practice and limits set by the Group. The Board reviews the Group’s liquidity at its monthly meetings.

The Group monitors capital by maintaining or adjusting the capital structure by adjusting the amount of dividends paid to
shareholders, issuing new shares and unsecured securities or selling assets to maintain financial resources.
The capital employed by the Group is composed of equity attributable to the shareholders and long term unsecured corporate
bonds, as detailed in the Statement of Changes in Equity.
The capital structure of the Company consists of debt, cash and cash equivalents and equity comprising share capital, reserves
and retained earnings. The Company reviews the capital structure annually and as part of this review considers that cost of capital
and the risks associated with each class of capital.
Fair value estimation
The net book amount less impairment provision of trade receivables and payables are assumed to approximate their fair values.
The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash flows at the
current market interest rate that is available to the Group for similar financial instruments.
(t) Critical accounting judgements and key sources of estimation uncertainty
The application of the Group’s accounting policies requires management to make judgements, estimates and assumptions that
affect the reported amounts of revenues, expenses, assets and liabilities and the disclosure of contingent liabilities. The estimates
and associated assumptions are based on historical experience and various other factors that are believed to be reasonable
under the circumstances, the results of which form the basis of making judgements about net book values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimates. If in the future such estimates and
assumptions deviate from actual circumstances, the original estimates and assumptions will be modified as appropriate in the
period in which the circumstances change.
The areas where a higher degree of judgement or complexity arises, or where assumptions and estimates are significant to the
Consolidated Financial Statements, are discussed below.
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Notes to the Consolidated Financial Statements continued
For the year ended 31 October 2016

1.1 Principal accounting policies (continued)
Impairment of client portfolios
An assessment is made at each reporting date as to whether there is any indication that the carrying value may be impaired.
Where such an indication is identified the client portfolios are tested for impairment. This comprises an estimation of the fair value
less cost to sell and the value in use of the acquired client portfolios. The key assumption used in arriving at a fair value less cost of
sale is based on future expected earnings based on assets under management. Future earnings streams for each cash generating
unit is then discounted over a finite period to calculate the fair value. The assumptions used by the Group have been determined
by looking at valuations of similar businesses and the consideration paid in comparable transactions
Impairment of goodwill
The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of the value in use of the
cash-generating unit to which the goodwill has been allocated. In assessing value in use, the estimated future cash flows expected
to arise from the cash-generating unit are discounted to their present value using the Group’s weighted average cost of capital
adjusted for tax. No impairments have been made during the year (2015: £nil) based upon the Directors’ review.
Contingent consideration
The Group has entered into certain acquisition agreements that provide for a contingent consideration to be paid. A provision is
recognised for all amounts management anticipates will be paid under the relevant acquisition agreement taking into account the
probability of meeting each performance target. This requires management to make an estimate of the expected future cash flows
from the acquired client portfolio for the calculation of the present value of those cash flows.
The contingent consideration is subject to an earn-out based on future turnover of acquisitions over a period up to three year
period. The carrying amount of contingent consideration provided for at 31 October 2016 was £5.4m (2015 – £9.6m).
Intangible assets acquired in a business combination
The acquisition consideration for business and share acquisitions (less net assets acquired at cost) is based upon the expected
future revenue of the acquired client portfolios and therefore the surplus over net assets acquired are fully attributed to acquired
client portfolio intangible assets.
2. Revenue and segmental analysis
The Board of Directors is considered to be the chief operating decision maker of the Group.
The Board has determined that there is one operating segment of Independent Financial Advisory services based on reports
reviewed by the Board that are used to make strategic decisions.
The total revenue of the Group for the year has been derived from its principal activity wholly undertaken in the United Kingdom.
No customer is defined as a major customer by revenue, contributing more than 10% of the Group revenues (2015 – £nil).
3.

Operating Profit

2016
£’000

2015
£’000

1,025

764

Depreciation of tangible assets

181

108

Operating lease rentals

318

269

Operating profit is stated after charging:
Amortisation of intangible assets

Services provided by the Group’s auditors:
A summary of the audit and non-audit fees in respect of services provided by the Group’s auditors charged to operating profit is set
out below:
2016
£’000

2015
£’000

Fees payable to the Group’s auditor for the audit of the Group’s annual accounts

15

10

Audit of accounts of subsidiaries

17

13

2

2

Other assurance services
Taxation services

5

5

39

30
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Finance costs

248

187

248

187

2016
£’000

2015
£’000

34

18

6

8

40

26

2016
£’000

2015
£’000

Wages and salaries

6,763

5,187

Social security costs

659

509

Other pension costs

180

93

Share based payments

110

116

7,712

5,905

2016
Number

2015
Number

7

6

Office

232

178

Total

239

184

2016
£’000

2015
£’000

– Current year

480

463

– Prior year

(84)

Loan interest

Finance income

Bank interest
Rent

5. Employees
Employee costs (including salaried directors) for the Group were as follows:

The average number of employees (including directors) during the year were as follows:

Directors

6.

Income tax expense

Financial statements
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2015
£’000

Governance
14-15

2016
£’000

Business review
01-11

4.

Current tax

–

Deferred tax
– Relating to origination and reversal of temporary differences

(43)

(42)

Income tax expense reported in the Statement of Comprehensive Income

353

421

2016
£’000

2015
£’000

2,030

1,594

406

324

31

97

Reconciliation of profit before tax to total tax expense for the year:

Profit before tax
Profit before income tax multiplied by the rate of
Corporation tax in the UK 20% (2016), 20.33% (2015)
Effect of:
Non-deductible expenses
Prior year adjustment

(84)

Income tax expense reported in the Statement of Comprehensive Income

353

–
421

Changes in the applicable tax rates over the periods are due to the reduction in Corporation tax rates.
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Notes to the Consolidated Financial Statements continued
For the year ended 31 October 2016

7.

Dividends

2016
£’000

2015
£’000

541

292

Ordinary final paid

–

–

Dividend per share

2.25 pence

1.5 pence

Ordinary interim paid

The group is proposing an interim dividend based on the report results of 3p per share, which equates £702,000.
8.

Intangible assets

Acquired client
portfolios
£’000

Total
£’000

2,465

8,102

10,567

–

11,959

11,959

2,465

20,061

22,526

Goodwill
£’000

Cost
At 1 November 2014
Additions
At 31 October 2015
Additions
At 31 October 2016

–

1,482

1,482

2,465

21,543

24,008

Amortisation and impairment
At 1 November 2014

375

485

860

Charge for the year

–

764

764

At 31 October 2015

375

1,249

1,624

Charge for the year

–

1,025

1,025

At 31 October 2016

375

2,274

2,649

At 31 October 2016

2,090

19,269

21,359

At 31 October 2015

2,090

18,812

20,902

Net book value

Goodwill and Acquired client portfolios
Goodwill believed to have an indefinite useful life is carried at cost. The determination of whether goodwill is impaired requires
an assessment of the fair value less cost to sell. The recoverable amount of goodwill on a fair value less costs to sell calculation is
based on the discounted cash flows expected from the intangible assets of each acquisition, assuming no future growth in revenue
generated cash flows, discounted at an implied factor of 10%, for a period of 10 years with no annuity. On this basis the directors
believe the value of goodwill is not impaired at 31 October 2016. The directors have identified Goodwill relates to a single Cash
Generating Unit.
The Directors have assessed the sensitivity of the assumptions detailed above and consider that, due to the level of prudence
already factored into these assumptions, it would require a significant adverse variance in any of these to reduce the fair value to a
level where it matched the carrying value.
During the year ended 31 October 2016 two asset purchases were undertaken relating to acquired client portfolios. Consideration
for these acquisitions amounted to £1.482m, of which £1.482m related to client portfolios. Included within the total consideration
are amounts relating to contingent consideration of £908k. The contingent consideration is subject to earn outs based on future
turnover over a period up to three year period.
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Property, plant and equipment

Group

Freehold
land and
improvements
£’000

Computer
and office
equipment
£’000

Fixtures, fittings
& equipment
£’000

Total
£’000

Business review
01-11

9.

Cost
At 1 November 2014

–

235

273

508

Additions

697

78

14

789

At 31 October 2015

697

313

287

1,297

At 31 October 2016

14

234

175

423

711

547

462

1,720

–

99

130

229

Depreciation
At 1 November 2014
Charge for the year

–

76

32

108

At 31 October 2015

–

175

162

337

Charge for the year

31

78

72

181

At 31 October 2016

31

253

234

518

At 31 October 2016

680

294

228

1,202

At 31 October 2015

697

138

125

960

Governance
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Additions

Net book value

10. Investments
Group
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Included in freehold land and improvements is £460,000 of Land that has an indefinite useful life. Included in computer and office
equipment is £11,317 of assets under the course of construction and no depreciation has been applied.

Shares in group
undertakings
£’000

Cost
At 1 November 2014

1

Additions

–

Disposals

–

At 31 October 2015

1

Additions

–

Disposals

–

At 31 October 2016

1

Net book value
At 31 October 2016

1

At 31 October 2015

1

The Shares in group undertakings represent certain subsidiary companies and joint ventures that have not been consolidated into
the Group on the grounds of being immaterial.
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Notes to the Consolidated Financial Statements continued
For the year ended 31 October 2016

10. Investments (continued)
Company
Fixed assets investments

Shares in group
undertakings
£’000

Cost
At 1 November 2014

1,530

Additions

492

Disposals

–

At 31 October 2015

2,022

Additions

–

Disposals

–

At 31 October 2016

2,022

Net book value
At 31 October 2016

2,022

At 31 October 2015

2,022

In the opinion of the directors, the aggregate value of the company’s investment in subsidiary undertakings is not less than the
amount included in the balance sheet.
11. Trade and other receivables
Group

2016
£’000

2015
£’000

Trade receivables

3,139

2,906

Other receivables

662

920

Prepayments

664

530

4,465

4,360

2016
£’000

2015
£’000

14,785

9,866

Company

Amounts owed by Group Companies
Prepayments

27

50

14,812

9,916

There are no bad or doubtful receivables.
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Group

2015
£’000

752

752

2,142

2,142

534

601

3,428

3,495

8% Unsecured bonds

–

–

7.5% Unsecured bonds

–

–

76

63

76

63

752

752

2,142

2,142

8% Unsecured bonds
7.5% Unsecured bonds
Mortgage on freehold property

Analysis of borrowings
Current borrowings

Mortgage on freehold property

Governance
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2016
£’000

Business review
01-11

12. Borrowings

Non-current borrowings
8% Unsecured bonds
7.5% Unsecured bonds

458

538

3,352

3,432

The financial liabilities are recognised at amortised cost. There is no material difference between the fair value and the carrying
value.
The 8% unsecured bond is due in 2020. The 7.5% Unsecured bond, issued in December 2014 is due in December 2018.
The mortgage is repayable by instalments over an 8 year period with an interest rate of 2.9% over LIBOR.
Company

2016
£’000

2015
£’000

752

752

2,142

2,142

2,894

2,894

8% Unsecured bonds

–

–

7.5% Unsecured bonds

–

–

–

–

752

752

2,142

2,142

2,894

2,894

8% Unsecured bonds
7.5% Unsecured bonds
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Mortgage on freehold property

Analysis of borrowings
Current borrowings

Non-current borrowings
8% Unsecured bonds
7.5% Unsecured bonds
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13. Trade and other payables
Group

2016
£’000

2015
£’000

Trade payables

1,090

850

Contingent consideration

3,396

4,321

Commissions payable

Current

2,593

2,488

Other payables

269

46

Accruals

489

584

7,837

8,289

2,047

5,238

2016
£’000

2015
£’000

74

10

Amounts owing to group undertakings

474

–

Accruals

229

219

777

229

2016
£’000

2015
£’000

Non-current
Contingent consideration
Company

Current
Trade payables

14. Deferred tax
Deferred tax liability

Balance at 1 November

45

42

Charge to profit or loss

–

3

Fair value adjustments on business combinations

–

–

45

45

2016
£’000

2015
£’000

45

45

Balance at 31 October
The deferred tax asset is made up as follows:

Accelerated capital allowances
Fair value adjustments on business combinations

–

–

45

45
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Deferred tax asset

2016
£’000

2015
£’000

Balance at 1 November

45

–

Charge to profit or loss

(2)

Fair value adjustments on business combinations
Balance at 31 October

Business review
01-11

14. Deferred tax (continued)

45

–

–

43

45

2016
£’000

2015
£’000

–

–

43

45

43

45

2016
£’000

2015
£’000

2,413

2,012

The deferred tax asset is made up as follows:

Prior year losses carried forward to offset future profits

15. Share capital

24,125,310 (2015: 20,120,470) authorised, issued and fully paid 10p ordinary shares

On 1 December 2015, 2,500 Ordinary Shares were issued at £1.00 each with £0.90 per share transferred to the share premium
account to provide additional working capital.
On 31 December 2015, 3,861,502 Ordinary Shares were issued at £1.65 each with £1.55 per share transferred to the share premium
account to provide additional working capital.
On 2 February 2016, 3,000 Ordinary Shares were issued at £1.00 each with £0.90 per share transferred to the share premium account
to provide additional working capital

Financial statements
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On 3 November 2015, 51,906 Ordinary Shares were issued at £1.64 each to satisfy the exercise of share options with £1.54 per share
transferred to the share premium account to provide additional working capital.

Governance
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Accelerated capital allowances

On 8 April 2016, 23,736 Ordinary Shares were issued at £1.37 each with £1.27 per share transferred to the share premium account to
provide additional working capital.
On 22 April 2016, 28,170 Ordinary Shares were issued at £1.37 each with £1.27 per share transferred to the share premium account
to provide additional working capital.
On 22 July 2016, 13,868 Ordinary Shares were issued at £1.37 each with £1.27 per share transferred to the share premium account to
provide additional working capital.
On 31 October 2016, 20,161 were issued at £1.37 each with £1.27 per share transferred to the share premium account to provide
additional working capital.
The calculation of earnings per share is based on the profit attributable to the equity holders for the year of £1,676,773 (2015 –
£1,173,000) and weighted average number of shares in issue during the period of 23,424,352 (2015 – 19,143,240).
The diluted earnings per share has been adjusted for the potential share issue relating to the share-based payments. The number of
shares has been increased by the difference between the amount of shares that will be issued if all options are exercised and the
number of shares that could be purchased for the same consideration at average market price.
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15. Share capital (continued)
Earnings per share

Earnings for the purpose of basic earnings per share being net profit attributable to shareholders
Effect of dilutive potential ordinary shares
Earnings for the purpose of diluted earnings per share

Weighted average number of ordinary shares for the purpose of basic earnings per share
Effect of dilutive potential ordinary shares
Weighted average number of ordinary shares for the purpose of diluted earnings per share

31 October
2016
£’000

31 October
2015
£’000

1,677

1,173

–

–

1,677

1,173

31 October
2016

31 October
2015

23,424,352

19,694,485

1,936,000

1,633,578

25,360,352

21,328,063

There are no adjustments between the Net profit attributable to equity holders of the parent and the Earnings from continued
operations for the purpose of diluted earnings per share excluding discontinued operation.
Share-based payment transactions
During the year ended 31 October 2016, the Group has had eighteen share-based payment arrangements, which are described
below.
Type of arrangement

Date of grant

Number granted

Contractual life

Vesting conditions

EMI Scheme Share-option Scheme

22-Jun-11

138,567

10 years

Change of control, asset sale, admission or the
service of a notice by the directors

Contractors Share-option Scheme

22-Jun-11

405,105

10 years

Change of control, asset sale, admission or the
service of a notice by the directors

EMI Scheme Share-option Scheme

01-Aug-12

149,264

10 years

Change of control, asset sale or the service of a
notice by the directors

Contractors Share-option Scheme

01-Aug-12

197,500

10 years

Change of control, asset sale or the service of a
notice by the directors

EMI Scheme Share-option Scheme

13-Jan-14

425,000

10 years

Change of control, asset sale or the service of a
notice by the directors

EMI Scheme Share-option Scheme

21-Jul-14

156,463

10 years

Change of control, asset sale or the service of a
notice by the directors

Unapproved Share-option Scheme

21-Jul-14

261,395

10 years

Change of control, asset sale or the service of a
notice by the directors

Unapproved Share-option Scheme

01-Oct-14

64,781

10 years

Change of control, asset sale or the service of a
notice by the directors

EMI Scheme Share-option Scheme

1-Feb-15

7,980

10 years

Change of control, asset sale or the service of a
notice by the directors

EMI Scheme Share-option Scheme

24-Mar-15

3,322

10 years

Change of control, asset sale or the service of a
notice by the directors

EMI Scheme Share-option Scheme

29-May-15

6,896

10 years

Change of control, asset sale or the service of a
notice by the directors

EMI Scheme Share-option Scheme

01-Nov-15

127,806

10 years

Change of control, asset sale or the service of a
notice by the directors

EMI Scheme Share-option Scheme

23-Dec-15

173,776

10 years

Change of control, asset sale or the service of a
notice by the directors

EMI Scheme Share-option Scheme

01-Jan-16

35,000

10 years

Change of control, asset sale or the service of a
notice by the directors

CSOP Scheme Share-option Scheme

01-Feb-16

5,830

10 years

Change of control, asset sale or the service of a
notice by the directors

CSOP Scheme Share-option Scheme

01-Apr-16

18,867

10 years

Change of control, asset sale or the service of a
notice by the directors

Growth Shares Scheme Share-option
Scheme

01-Feb-16

280,000

10 years

Change of control, asset sale or the service of a
notice by the directors

Growth Shares Scheme Share-option
Scheme

01-Apr-16

42,000

10 years

Change of control, asset sale or the service of a
notice by the directors
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The provision for share-based payments has been calculated using a Black-Scholes pricing model. The variables used in the model
throughout the four year period to 31 October 2016 have been selected as follows:

Business review
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15. Share capital (continued)
All share-option schemes will vest after three years from the date of the grant. However, options may be exercised early if the first
of the vesting conditions described above occurs and will be exercised on a time apportioned basis. There are no cash settlement
alternatives.

Dividend rate 1% based on the dividend payments anticipated by the board and effected in 2016.
Risk free rate of interest 3% based on 10 year UK Treasury Bonds.
Volatility 30% to 50% based on the actual volatility of AFH shares and comparatives with similar sized companies in the same
industry.

The estimated fair value of each share granted in the executive share plan is £nil (2015 – nil).
Further details of the share option schemes are as follows:

Number of
options
2015

Weighted
average
exercise price
2015
£

1,633,576

1.00

1,705,257

0.95

Granted

190,943

1.65

95,330

1.50

Lapsed

25,799

1.26

167,011

1.21

1,798,720

1.13

1,633,576

1.00

At 1 November

Outstanding at 31 October

377,390 of the options outstanding at 31 October 2016 have an exercise price of £0.37, and a weighted average remaining
contractual life of 4.65 years.
214,594 of the options outstanding at 31 October 2016 have an exercise price of £1.00, and a weighted average remaining
contractual life of 5.75 years.
425,000 of the options outstanding at 31 October 2016 have an exercise price of £1.20, and a weighted average remaining
contractual life of 7.25 years.
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Number of
options
2016

Weighted
average
exercise price
2016
£

Governance
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The grant price of all options was equal to the market price of the Company’s ordinary shares on the date of grant.

360,666 of the options outstanding at 31 October 2016 have an exercise price of £1.47, and a weighted average remaining
contractual life of 7.75 years.
67,158 of the options outstanding at 31 October 2016 have an exercise price of £1.51, and a weighted average remaining
contractual life of 7.9 years.
5,985 of the options outstanding at 31 October 2016 have an exercise price of £1.51, and a weighted average remaining
contractual life of 8.25 years.
3,322 of the options outstanding at 31 October 2016 have an exercise price of £1.51, and a weighted average remaining
contractual life of 8.5 years.
6,896 of the options outstanding at 31 October 2016 have an exercise price of £1.45, and a weighted average remaining
contractual life of 8.75 years.
127,806 of the options outstanding at 31 October 2016 have an exercise price of £1.69, and a weighted average remaining
contractual life of 9.75 years.
167,110 of the options outstanding at 31 October 2016 have an exercise price of £1.65, and a weighted average remaining
contractual life of 9.75 years.
35,000 of the options outstanding at 31 October 2016 have an exercise price of £1.72, and a weighted average remaining
contractual life of 9.5 years.
5,830 of the options outstanding at 31 October 2016 have an exercise price of £1.72, and a weighted average remaining
contractual life of 9.5 years.
280,000 of the options outstanding at 31 October 2016 have an exercise price of £1.80, and a weighted average remaining
contractual life of 9.5 years.
42,000 of the options outstanding at 31 October 2016 have an exercise price of £1.67, and a weighted average remaining
contractual life of 9.5 years.
18,867 of the options outstanding at 31 October 2016 have an exercise price of £1.59, and a weighted average remaining
contractual life of 9.5 years.
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Notes to the Consolidated Financial Statements continued
For the year ended 31 October 2016

15. Share capital (continued)
The share-based payment expensed recognised is set out below:

Share-based payments expense

2016
£’000

2015
£’000

110

116

16. Reserves
The nature and purpose of each of the reserves included within equity is as follows:
Share premium
Share premium is the amount paid for shares issued in excess of the nominal value.
Merger reserve
The merger reserve was created when the Group was formed on 23 June 2010, bringing AFH Financial Group and AFH Group
Limited under a common ownership structure. The shareholders of AFH Group Limited exchanged for shares in AFH Financial Group.
Share-based payment reserve
The share-based payment reserve is used to recognize the value of share-based payment transactions provided to employees,
including key management personnel, as part of their remuneration.
17. Directors’ remuneration
Details of Directors’ remuneration including share based payments made to directors during the years ended 31 October 2016 and
31 October 2015 are disclosed in the Report of the Remuneration Committee on page 8.
18. Cash generated from operations

Profit before tax

2016
£’000

2015
£’000

2,030

1,594

Adjustments for:
Interest and dividend income

(34)

(18)

Interest expenses

248

187

1,206

872

110

116

Depreciation, amortisation and impairment
Equity settled share based payment expense
Movements in working capital:
– Trade and other receivables

(114)

(1,932)

– Trade and other payables

(168)

1,420

3,278

Cash generated from operations

2.239

19. Financial commitments
At the reporting dates, the Group has outstanding commitments for future minimum lease payments under non-cancellable
operating leases, which fall due as follows:
Land &
buildings
2016
£’000

Other
2016
£’000

Land &
buildings
2015
£’000

Other
2015
£’000

Due within one year

386

60

242

25

Between one and two years

417

55

363

7

Between two and five years

1,253

16

605

–

831

–

484

–

2,887

131

1,694

32

In over five years
Total

The group lease their head office and photocopiers. The head office lease has no break clause and expires in 8 years’ time.
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20. Financial instruments
Interest rate risk management
The Group have an exposure to interest rate risk arising on interest-bearing deposits.
The Board monitors its treasury at least monthly and seeks to obtain a commercial rate of return from AA or above rated UK
institutions whilst not impacting on cash flow.
The possible movement in UK interest rates would not have a significant profit or loss.
Liquidity risk management
The Board monitors forecasts of the Group’s liquidity comprising undrawn borrowing facilities and cash and cash equivalents on
the basis of expected cash flows. This is carried out in accordance with recommended accounting practice and limits set by the
Group.

Governance
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The Board reviews the Group’s liquidity at its monthly meetings. Board policy involves projecting cash flows and considering the
level of liquid assets necessary to meet these requirements.
An analysis of the Group’s contracted maturities of financial liabilities, including interest payments is as follows:
Effective
interest rate

Carrying
amount
£’000

Contractual
cash flows
£’000

Within a year
£’000

1-2 years
£’000

2-5 years
£’000

›5 years
£’000

8%

752

752

–

–

752

–

7.5%

2,142

2,142

–

–

2,142

–

2.9% over LIBOR

534

534

76

126

189

143

Trade payables

1,090

1,090

1,090

–

–

–

Other payables

758

758

758

–

–

–

5,443

5,443

3,396

2,047

–

–

2016

Loans
8% unsecured bond
7.5% Unsecured bonds
Mortgage on freehold land

2,593

2,593

2,593

–

–

–

13,312

13,312

7,913

2,173

3,083

143

Effective
interest rate

Carrying
amount
£’000

Contractual
cash flows
£’000

Within a year
£’000

1-2 years
£’000

2-5 years
£’000

›5 years
£’000

8%

752

752

–

–

752

–

7.5%

2,142

2,142

–

–

2,142

–

2.9% over LIBOR

Commissions payable
Total

2015
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Contingent consideration

Loans
8% unsecured bond
7.5% Unsecured bonds
Mortgage on freehold land

601

601

63

126

189

223

Trade payables

850

850

850

–

–

–

Other payables

3,018

3,018

3,018

–

–

–

Contingent consideration

9,515

9,515

4,321

5,194

–

–

Commissions payable

1,000

1,000

1,000

–

–

–

17,878

17,878

9,252

5,320

3,083

223

Total

There is no material difference between the fair value and carrying value for those financial liabilities held at amortised cost.
Credit risk
The Group has no significant exposure to credit risk with no bad or doubtful receivables.
The Group’s maximum exposure to credit risk is represented by its trade receivables and cash balances, which are usually paid
within 35 working days.
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20. Financial instruments (continued)
Aged trade receivables
Current
£’000

›30 days
£’000

›60 days
£’000

›90 days
£’000

Total
receivables
£’000

2016

1,892

996

251

–

3,139

2015

1,584

942

380

–

2,906

The Group operates different credit terms in different parts of the business. The balances represent number of days from the date
of invoice. No impairments for bad or doubtful debts have been made. Given the credit terms across the different parts of the
business, the balances outside of the current category are not deemed to be past due.
21. Related party transactions
During the year fees of £7,969 (2015 – £14,984) were paid to the partnership “A & F Hudson”. The director, Mr A Hudson, has a
material interest in this partnership. Details of these fees are included in the Report of the Remuneration Committee on page 8.
During the year accountancy services amounting to £Nil (2015 – £7,368) were paid to AFH Price Pearson Wheatley Limited. The
director, Mr J Wheatley, owns 90% of the issued share capital in AFH Price Pearson Wheatley Limited.
22. Events subsequent to the Statement of Financial Position
On 7 December 2016 the Company announced the acquisition of the assets of David Rushton Associates Limited (“David
Rushton”), a Lancashire based IFA. Following the acquisition David Rushton, the vendor, will join AFH.
On 19 January 2017 the Company announced the acquisition of the assets of Shield Direct Limited, a Devon based IFA firm.
On 19 January 2017 the Company announced the acquisition of the assets of Aberdeen Wealth Management Limit, a Scottish
based IFA firm. Following the acquisition Mike Murray will be joining AFH.
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Company

Registered country

Holding Company

100%

England & Wales

Other legal activities

100%

England & Wales

AFH Independent Financial Services Ltd

Other financial services

(1)

100%

England & Wales

Origin Financial Limited

Other financial services

100%(1)

England & Wales

Dormant

100%

England & Wales

AFH JV (Holdings) Ltd

Other financial services

(1)

100%

England & Wales

K.L. Plester Financial Services Holdings Ltd

Other financial services

100%(1)

England & Wales

Shape Financial Ltd.

Other financial services

100%

England & Wales

Roxborough Consultancy Ltd.

Other financial services

100%

England & Wales

Clarendon Financial Solutions Limited

Other financial services

(1)

100%

England & Wales

Independent Financial Services (U.K.) Limited

Other financial services

100%(1)

England & Wales

Quest Financial Management Limited

Other financial services

100%

England & Wales

Davisons Financial Management Limited

Other financial services

100%

England & Wales

AG Financial Planning Limited

Other financial services

100%

England & Wales

St Johns Asset Management Limited

Other financial services

100%

England & Wales

St John’s Capital Limited

Other financial services

100%

England & Wales

AFH Acquisitions Limited

Holding Company

100%

England & Wales

Other financial services

100%

England & Wales

AFH Group Ltd
AFH Legal Limited

GetInvested Limited

AFH SPV1 Limited

(1)

(1)
(1)

(1)
(1)

(3)

(2)

IMechE Limited

Holding Company

100%

England & Wales

FSB Independent Financial Services Limited

Holding Company

100%

England & Wales

Holland House Financial Services Limited

Holding Company

50%

England & Wales

Mercury House Financial Services Limited

Holding Company

50%

England & Wales

Price Deacon Witham Financial Services Limited

Holding Company

50%

England & Wales

Broomfield & Alexander Wealth
Management Ltd

Holding Company

50%

England & Wales

Lindasi Limited

Holding Company

50%

England & Wales

Swinford Independent Financial Advisers Limited

Holding Company

50%

Palmer Clark Limited

Holding Company

50%

England & Wales

PPW Financial Services Ltd

Holding Company

50%

England & Wales

DKM Financial Advisers Ltd

Holding Company

50%

England & Wales
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Percentage owned
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Principal Activity
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23. Group Companies
Listed below are the companies which are owned by the Group:

England & Wales

(1) 100% subsidiaries owned by AFH Group Ltd, a wholly owned subsidiary of AFH Financial Group plc.
(2) AFH SPV1 Ltd is a 100% subsidiary owned by AFH Acquisitions Ltd, a wholly owned subsidiary of AFH Financial Group plc.
(3) St Johns Capital Limited is a 100% subsidiary owned by St Johns Asset Management, a wholly owned subsidiary of AFH Financial Group plc.
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Financial highlights

Funds Under Management per adviser

£m

£m

2000

13.80

850

6.25

11.00

1800

Funds Under Management

Oct-14

Oct-15

Oct-16

Oct-14

Oct-15

Oct-16

Average total revenue per adviser

£m

£’000s

Oct-14

Oct-15

166

24.10

110

15.00

143

21.00

Total Revenue

Oct-14

Oct-16

Oct-15

Earnings per share

£m

(p)

3.6

7.16

3.31

1.3

2.8

5.95

EBITDA

Oct-16

Oct-14

Oct-15

Oct-14

Oct-16

Oct-15

Oct-16
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