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Colefax Group is an international designer and distributor of luxury
furnishing fabrics and wallpapers and a leading international decorating
company. Sales are made under the brand names Colefax and Fowler,
Cowtan and Tout, Jane Churchill, Larsen and Manuel Canovas. The Group
has offices in the UK, USA, France, Germany and ltaly which form part of
an expanding worldwide distribution network.
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FTENANCIAL HIGHLIGHTS

2008 2007 Increase/

£000 £000 {Decrease)
Revenue 78,181 71,013 10%
Profit from operations 6,081 5,842 4%,
Profit before taxation 5,942 5,806 2%
Profit attributable to shareholders 4,065 3,899 4%,
Basic earnings per share 27.5p 24 8p 11%
Diluted earnings per share 26.1p 239 9%
Dividends per share 4.20p 4 00p 5%
Equity 19,229 15,269 26%
Operating cash flow 7,027 8,034 (13}%
Net funds 2,419 363 566%
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CHAFRMAN S STATEMLNI

Financial Results

The Group's pre-tax profit for the year to 30th April 2008 increased by 2% to £5 94 mullion {2007
— £5 81 mulhon) on sales up 10% at £78 18 milhion (2007 — £71 01 million) Earnings per share
increased by 11% to 27 5p (2007 - 24 8p) The Group ended the vear with net funds of £2 42
milhon (2007 - £363,000)

During the year the Group purchased for cancellation 303,932 shares at an average price of £1 53
per share and representing 1 9% of the Group’s 1ssued share capital at the start of the year

The Board has decided to recommend that the final dividend 15 increased by 4% to 2 65p per share
(2007 — 2 55p), making a total tor the year of 4 20p 2007 — 4 00p) an increase of 5% The final
dwidend will be pasd on 10th October 2008 to shareholders on the register at the close of business
on 12th September 2008

Trading conditions remained good throughout the year although our two major markets, the US and
the UK started weakenuing i the last quarter ot the year The dechne of the US dollar adversely
impacted our results by £823,000 on a constant currency basis dunng the year and the re-
arganisation of the Accessories division in France resulted in £413,000 of exceptional costs being
taken during the year We ended the year with a strong balance sheet which puts us n a good
position to handle current market conditions

Product Diwvision
* Fabric - Portfolio of Brands “Colefax and Fowler”, “Cowtan & Tout”, “Jane Churchill”,
“Manuel Canovas”, and “Larsen”

Sales in the Fabnec Division, which represent 79% of the Group’s sales, increased by 7% to £62 15
million {2007 - £58 29 million) and by 8% on a constant currency basis

Sales in the LS, which represent 50% (2007 - 529%}) of the Fabric Dmviston's sales, increased hy 8%
on a constant currency basis (2007 - 5%) We are expanding our agent showrcom in Flonida which
15 an important market We are also refurbishing our Los Angeles showroom which is a significant
market offering good growth opportunities

UK sales, which represent 21% (2007 — 21%) of the Fabric Division's sales, increased by 10% (2007
- 16%) This pertormance reflects favourable trading condihions throughout the year Sales growth
slowed towards the end of the year and we expect market conditions to become progressively more
drificult

Sales in Continental Europe, which represent 25% (2007 - 24%) of the Fabric Dwision’s sales,
increased by 5% (2007 — 11%) on a constant currency basis The majonty of European countries
performed well dunng the year but sates m France, which 1s our largest market, were down by 5%
on a constant currency basis This has reduced the overall growth rate in Europe

Sales n the rest of the world, which represent 4% (2007 - 3%) of the Fabric Division’s sales,
increased by 13% (2007 - 329%) on a constant currency basis although it is still a small proportion
of overall sales We are starting to see growth in newer markets such as Russia and China and
believe that these trends will continue

*  Furniture — Kingcome Sofas

Sales of Kingcome furmiture, which account for 4% (2007 — 4%) of Group sales, increased by 10%
to £2 92 million {2007 - £2 65 mullion) and produced a good profit for the year However, as this
area of the Group’s activities 1s the most sensitive to the current problems in the UK, we expect a
weakening in trading

*  Accessones — Manuel Canovas

Manuel Canovas 15 hased n Pans and sales which comprise beachwear and scented candles
account for 3% (2007 - 4%} of Group sales Dunng the year sales decreased by 12% to £2 47
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CHAIRMAN S STATEMENT

mallion (2007 — £2 82 million) As reported in our interim results, a full review of this actvity has
been carned out and this resulted in a complete change of management together with certain
operational changes These changes incurred a one-off cost of £413,000 in the year We now have
a new team 1n place and a strategy that should return this activity to profit

Interior Decorating Division

Intertor decorating sales which account tor 14% of Group sales (2007 — 10%), increased by 47% to
£10 64 milhon (2007 — £7 26 million) duning the year, praducing our best result for over 10 years
The decorating order book remains heaithy and as this part of the Group operates in a market less
affected by the current economic problems, we are optimistic for the coming year However, we do
not expect results for the current financial year to match the excellent performance reported for the
year to 30th Apnl 2008 This 1s partly due to lower antique sales, which are heing affected by the
downturn in the UK and US

Prospects

Current trading condions in owr two principal markets, the US and UK, look increasingly
challenging due to the downturn n the housing markets, and are difficult to forecast with any
certainty Historically we have been last in to a recession and last out and my experience of any
downturn 1s that it 1s always deeper and lasts longer than everyone forecasts For now our focus will
be on conserving our cash and reducing costs where possible but not to the long term detnment of
the Group We have a strong balance sheet and are well placed to handle any downturn and take
advantage of any market opportunities which may arise

I would like to thank all our staff for their contnbution to this year's results and for their continued
hard work and support

0

David B Green
Chairman
241th July 2008
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REVIEW OF OPERATIONS AND FINANCL

Key Performance Indicators

2008 2007
Constant Currency Sales Growth 10 9% 81%
Gross Profit Margin 53 4% 55 5%
Operating Profit Margin 7 8% 82%
Basic Earmings Per Share 27.5p 24 8p
Operating Cash Flow £7 Om £8 0m
Stock Turn {Days) 134 139
Cost of Equity Capital 16.7% 10 4%

Sales Growth

Group sales increased by 10 1% to £78 18 million (2007 — £71 01 million} and by 10 9% on a
constant currency bhasis This compares to an 8 1% constant currency increase in 2007 and 3 2% in
2006 The strong sales growth reftects the unprecedented housing boom which took place in the
UK, the US and certain parts of Europe in 2006 and the first half of 2007 These conditions came to
an abrupt halt with the onset of the worldwide credit crunch which started in the middle of last year
The impact of the credit crunch 1s not reflected in our results to 30th April because of the lag that
exists between housing transactions and decorating activity Looking ahead it seems inevitable that
trading conditions are going to become increasingly challenging and the collapse in housing
transactions 1n the UK and US 15 a major concern We believe that people spend significantly more
money when they move house compared to re-decorating their existing home

A sigmficant part of this year’s sales increase s due to a very strong performance hy our decorating
dmision which increased sales by 47% to £10 6 million In our core fabric division ltke for hke sales
tncreased by 10 1% in the UK, 8% in the US, 4 5% in Europe and 13% n the Rest of the World
The performance in Eurape 1s distorted by a weak performance in France where sales decreased by
5% on a like for like basis We have restructured our senior management in France and believe this
will improve our performance in this market

Gross Profit Margin

The Group’s gross profit margin dechined by 2 1% from 55 5% to 53 4% This 1s the main reason
why this year's sales growth has not translated nto higher operating profits There are two mamn
factors behind the decline in our reported gross profit margin The first 15 simply the change in the
mix of sales between the lower margin decorating dwision and the higher margin tabric division
This has reduced the reported gross margin by 0 9% The second 15 the weakness of the US dollar
which averaged $2 01 durning the year compared to $1 92 last year

The US market represents aver 40% of the Group’s total safes and 50% of fabric sales All of our US
fabric sales are invoiced in US dollars but mainly sourced i Euros or Sterhng The change in the
average dollar rate adversely impacted our gross margin by £608,000 or 0 8% This equates to
approximately £60,000 per one cent movement in the dollar The Group seeks to hedge its US
dollar exposure through forward contracts to sell dollars for Sterling Gains and losses on forward
contracts are included in the cost of goods sold Ths year net gains on forward contracts were
£87,000 compared to £302,000 last year So together with the change in the average rate the total
impact of the weaker dollar was to reduce gross margin and profit by £823,000 Since the year end
the US dollar has strengthened shghtly The Group has forward contracts covenng 25% of its
exposure for the year enchag 30 Apnl 2009 at 1 95 and so there 15 sigruficant upside potential from
any further strengthening of the dollar

During the second half of the year the Euro apprecrated in value by approximately 13 5% from 1 44
to 1 27 The Group has a natural hedge between Euro costs and Euro revenues but this 1s dependent
on mamtaimng Euro sales at their current levels The impact of a stronger Euro will be to push our
reported gross profit margn lower next year At constant volumes the quantum of gross margin will
nut change but if revenues and the cost of goods sold increase by an equal and opposite amount
due to changes 1 exchange rates then our reported margin will fall The strong Euro 15 also starting
to impact our balance sheet pushing up the Sterling value of stock, debtors and creditors
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REVIEW OF OPLRATIONS AND FINANCE

The average and closing US dollar and euros rates were as follows

2008 2007 % change
US doltar average 20 192 476%
US dollar closing 198 2 00 (D 97%)
Euro average 139 147 (5 31%)
Euro closing 127 147 {13 46%)

Operating Profit Margin

Group profit from operauons increased by 4 1% to £6 08 mlhon (2007 - £5 84 million)
representing an operating profit margin of 7 8% (2007 - 8 2%} The decline in our operating profit
margin 1s due to two main factors The first 1s the effect of the weak dollar which had an impact of
£823,000 as reported above The second 1s due to reorganisation costs of £413,000 in France which
underperformed during the year and 1s now under new management for both our fabnc sales and
accessories operations

The Group 1s lughly operationally geared with a high gross profit margin and a relatively fixed cost
hase More difficult trading conditions will inevitably put pressure on operating margins The key
driver of sales in our core product division 15 new product investment and we expect that returns
on wwvestment will fall in the current economic clhimate As a result the Group will focus on cash
flow and maintaining a tight control over working capital

Although tougher trading conditions will put pressure on operating margins we helieve that the
Group 15 well placed to weather any downturn in market conditions for three reasons Firstly the
Group has a strong balance sheet with net cash at the start of 2008 of £2 4 million and unused bank
faciliies of £7 3 milion Secondly the Group 15 orentated towards the luxury end of the market
which may prove more resilient to adverse conditions Thirdly the Group makes 69% of its sales
overseas and has a reasonable spread of geographic risk between the UK, the US and Europe

Taxation

The Group tax charge was £1 88 mullion (2007 — £1 91 millen), an effective tax rate of 31 6%
(2007 — 32 8%) The reduction in the effective rate 1s primarly due to the change in the mix of
profits between the UK and the US where corporate tax rates are approximately 40% Profits at our
US subsidiary company Cowtan and Tout have been impacted by the weak dollar and a simular
overall tax rate 15 expected in 2009 The Group balance sheet includes a sigmficant deferred tax
asset of £2 0 mullion (2007 - £2 1 million) nearly all of which relates to temporary difterences in
the US

Bastc Earmings Per Share

Group earnings per share increased by 11% to 27 5p (2007 — 24 8p) This follows a 42 5% increase
in EPS in 2007 and s partly explained by the effect of share buybacks in the current and prior years
During the year the Group bought for cancellation 303,932 shares representing 1 9% of the 1ssued
share capital at a cost of £465,000 or £1 53 per share In the prior year the Group bought for
cancellation 1,510,068 shares at an average price of 2 05p These buybacks have reduced the
weighted average number of shares in 1ssue compared to last year by 6%

Cost of Equity Capital

The Group Board 15 1n favour of share buybacks for so long as they continue to enhance shareholder
value through therr efiect on earmngs per share, net assets per share and return on capital employed

The Group's cost of equity capital measured in terms of earnings as a percentage of the share price
15 16 7% up from 10 4% 1n 2007 and well 1n excess oi the Group’s post tax cost of debt of 4 3%

The Group was ungeared at the year end with net cash of £2 4 millan and after the year end on
22nd May 2008 the Group bought for cancellation a further 500,000 shares representing 3 3% of
the 1ssued share capital at a total cost of £850,000 or £1 70 per share The Company has significant
distributable reserves of £6 0 million to cover further share buybacks but this will depend on cash
generation and market conditions

At our AGM on 16th September, the Group will seek approval to buy back up to 15% of the issued
share capital of the company or 2 22 mullion shares The shareholding of David Green, Chairman
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REVILW OF OPERATIONS AND FINANCE

and Chief Executive, 1s currently 28 9% (30 9% including outstanding share options) and as a result
further share buybacks will require the renewal of an existing authonty to waive Rule 9 of the
Takeover Code Under Rule 9 anv person or persons acting in concert with a shareholding of 30%
or more are required to make an offer for the entire 1ssued share capital of the company An
Extraordinary Ceneral Meeting to seek approval of the waiver will be bheld on
16th September 2008 aiter our Annual General Meeting

Dhvidends

The Board has proposed a 4 0% increase in the final dividend to 2 65p (2007 ~ 2 55p) making a
total for the year of 4 20p (2007 - 4 00p) which 1s an increase of 5 0% This 1s consistent with the
Croup’s progressive dividend policy The total cost of the dividend 1s £604,000 which represents
dwidend cover of 6 7 imes (2007 - 6 2 times) This remains a high level of cover but currently the
Board’s opinton 1s that the interests of shareholders are best served by utibsing the Group's
distnbutable reserves for share buybacks or to fund acquisitions which fit with the Group’s existing
brand portfolio

Cashflow

The Group has a strong operating cashflow and generated cash from operations of £7 0 million in
2008 compared to £8 0 million last year The net increase in working capital was £744,000
comprising an increase in stock of £1 2 million, an increase n debtors of £672,000 and an increase
in creditors of £1 1 milhon There was considerable pressure on working capital during the year
driven by the 10 1% increase 1in Group sales Thrs pressure was exacerbated by the dramatic
strengthening of the Euro in December which has had the effect of increasing the Sterling value of
stock, debtors and creditors in our balance sheet

Qur fabne ranges require a significant investment in stock to satisfy customer service expectations
and as a result inventory management 1s of crical ymportance to cashflow especially if there 15 a
downturn in business During the year our stock turn reduced shightly from 139 to 134 days

Tax cashflows increased to £2 3 million from £1 8 million last year This payment is higher than the
profit and loss charge of £1 8 nullion and 1s due to timing differences and changes in deferred tax
Capital expencliture during the year was £1 4 mithon compared 1o depreciation of £1 7 nullion

Cash generation before divdends and share buybacks was exactly the same as last year at £3 1
million and compares to profit after tax of £4 milhion Dividend payments were £604,000 (2007 -
£600,000) and share buybacks were £465,000 (2007 — £3 09 milhon) As a result the Group has
ended the year with net cash of £2 4 million

IFRS

The Group has adopted IFRS for the year ending 30th April 2008 The first reporting under the new
accounting rules was for the intenm penod ending 31st October 2007 Restated balance sheets for
30th Apnl 2006 and 30th Apnl 2007 were announced at the same time as our iterim results on
24th January 2008 and are wncluded in our Annual Report The impact of adopting IFRS 1s relatively
modest and resulted 1n a reduction in equity at 30th Apnl 2007 of £422,000

Going Concern

The Directors are conhdent having made appropnate enguinies that the Group and the Company
have adequate resources to continue in the foreseealle future For this reason they continue to
adopt the going concern basis in prepaning the accounts

K178t & py S er

Rob Barker
Group Finance Director
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DIRECTORS REPORI

The Directors submit their report and Group financial statements for the year ended 30th April 2008

Principal Activities

The principal activities of the Group are the design, marketing, distribution and retailing ot furmishing fabrics,
wallpapers, tnmmings, related products and upholstered furniture in the UK and overseas and the sale of antiques,
interior and architectural design, project management, decoration and furmishing for private andt commercial clents

Review of the Business and Future Developments
Details of the Group’s actvities during the vear and of future plans are contained in the Chairman’s Statement on
pages 2 and 3, and in the Revtew of Operations and Finance on pages 4 to 6

Financial Instruments
Details of the use of financial instruments by the Group are contained n note 20 on pages 35 and 36 ot the
financial statements

Share Capital
At the forthcoming Annual General Meeting, certain resolutions are to be proposed relating to the allotment and
purchase of shares

Resolution Number 6, proposed as an ordinary resolution, would authorise the Directors to allot shares in the
Company up to a maximum of the authorised but unissued share capital of the Company (this represents 123% of
the ssued share capital as at 24th July 2008 for a penod expiring on the date of the next Annual General Meeting
or 15 months after the passing of the resolution, whichever occurs first

Resolution Number 7, propased as a special resolution, would authorise the Directors ta allot shares for cash,
other than to existing shareholders in proportion 1o their exising holdings, 0 respect of a maximum of 5% of the
existing 1ssued share caprtal of the Company, for a period again expinng on the date of the next Annual General
Meeting or 15 months after the passing of the resolution, whichever occurs first

Resolution Number 8, proposed as a special resolution, would authonse the Directors to purchase up to a total
nominal value of £222,900 of the Company's ordinary shares at pnces from 10p up to a maximum of 5% above
the middle market quotations for the preceding five business days This represents 15% of the issued share capital
as at 24th July 2008 This power will only be exercised by the Board when 1t 1s satisfied that any purchase would
have a beneficial impact on earnings per share, would not have a matenal adverse impact upon attnbutable assets
and would be in the interests of shareholders Excluding the Company’s ESOP share options the number of aptions
for ordinary shares which were ocutstanding at 24th July 2008, the latest practical date prior to publication of this
report, was 15,000 (0 1% oi the current issued ordinary share capital) If the proposed authonity for the Company
to purchase 1ts own shares 1s used in full, the total number of such options will represent 0 1% of the 1ssued
orchnary share capital

Results and Diwvidends

The Group’s profit on ordinary activities after taxation was £4,065,000 (2007 - £3,899,000) An interim dividend
of 155p (2007 - 1 45p) per share was pad to shareholders on 10th Apnil 2008 The Directors recommend the
payment of a tinal dividend of 2 65p {2007 - 2 535p) per share to be paid on 10th October 2008 to shareholders
on the register at the close of business on 12th September 2008 The total dividend 1s 4 20p (2007 - 4 0Cp) per
share and the total of the interim and proposed final dividend 1s £599,000 (2007 - £596,000)

Employees

The Group values the involvement of its employees and keeps them informed on matters affecting them and on
factors affecting the performance of the Group Information s given at formal and wformal meetings throughout
the year

The Group believes in the policy of equal opportunities Recrustment and promotion are undertaken on the basis of
ment, regardless of gender, race, age, mantal status, sexual orientation, religion, nationality, colour and disability

Disabled Persons

it 15 the pohcy of the Group to employ disabled persons wherever appropnate Such disabled employees are given
the same opportunities for training and promaotion as other employees In the event of members of staff becoming
disabled, every effort 1s made to ensure that therr employment with the Group continues
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DIRECTORS REPORT

Payment to Supphers

It 1s the Group’s policy that payments to suppliers are made 10 accordance with those terms and conditions agreed
between the Group and its suppliers, provided that all trading terms and conditions have heen comphed with At
30th April 2008, the Group had an average of 35 days purchases outstanding to trade creditors (2007 - 38 days)
The parent company makes no payments to suppliers

Chanitable Donations
During the year the Group made various chantable donations totalling £25,685 (2007 - £34,442)

Dnrectors
The Dhrectors Listed on page 7 have held office throughout the year to 30th Apnl 2008

In accordance with Article 14 1 of the Campany’s Articles of Association, A K P Siuth will retire by rotation at
the Annual General Meeting Resoclution 5 proposes his re-election as Director A K P Smith has a service
contract, which 15 terminable by one year’s notice by enher the Company, or the Director

Non-Executive Directors
A K P Smuth was appointed as non-executive Director in February 1994 He 15 also the non-executive Chairman
of Space NK Ltd

Substantial Shareholdings
Interests amounting to 3% or more mn the 1ssued share capital of the Company were as follows as at 24th July 2008

Number of shares %
> B Green 4,442,862 299
Discretionary Uit Fund Managers 3,000,000 202
Schroder Investment Management 2,144,927 14 4
Hunter Hall Investment Management 1,490,000 100
Colefax Group Plc ESCOP 797,422 54

Directors’ Interests
The Directors’ interests in the share capial of the Company at the end of the financial year were as follows

Ordinary shares of 10p each

2008 2007
D B Green 4,442,862 4,442,862
R M Barker 105,000 125,000
w Nichells 260,354 260,354
A K P Smith 45,000 45,000
K Hall 50,000 50,000

D B Green’s shareholding included 402,400 (2007 - 402,400) ordinary shares in which his interest was non-
heneficial No Director was interested in the shares of any subsidiary company On 25th September 2007, R M
Barker sold 20,000 shares at a pnice of 245p per share
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Share Options
The following options are outstanding 1n respect of the Colefax Group plc Employee Share Ownership Plan Trust
The options each have an exercise price of £1 n total

Granted/

(Exercised)
Exercise At 1st during At 30th Date ot  Exercisable Expiry
price  May 2007 the year  Aprnl 2008 Grant from Date
D B Green £1 100,000 - 100,000 2804 06 2804 06 270416
D B Green £1 50,000 - 50,000 2704 07 2704 07 260417
R M Barker 0 75,000 - 75,000 2804 06 2804 06 270416
R M Barker £1 50,000 - 50,000 270407 270407 260417
R M Barker £1 - 100,000 100,000 300408 1004 08 290418
K Hall £1 100,000 - 100,000 280406 1804 06 270416
K Hall £1 50,4000 - 50,000 2704 07 27 04 07 260417
K Hall £1 - 100,000 100,000 3004 08 300408 290418

The market price of the Company’s shares at 30th Apnl 2008 was 164 Op The range of market prices during the
fmancial year was between 149 50p and 262 50p

Corporate Governance

Although 1t 15 not a requirement of AIM listed compantes, the Group seeks within the practical confines of a
smaller company to act in comphiance with the principles of good governance and the code of best practice as set
out tn the Combined Code on Corporate Governance The Audit Committee and Remunerabon Commuttee are
headed by the Group’s non-executive director The whole Board acts as a Nomination Commuttee The Board has
identified the principal business and financial risks facing the Group and documented the key control procedures
that are in place to manage these nsks This document 1s subject to review by the Audit Commuttee and updated
on a regular basis

Auditors
All of the current directors have taken all the steps that they ought to have taken to make themselves aware of any
information needed by the Company’s auditors for the purposes of their audit and to establish that the auditors are
aware of that information The directors are not aware of any relevant audit information of which the auditors are
unaware

A resolution to reappoint BDO Stoy Hayward LLP as auditors will be put to the members at the Annual General
Meeting

By order of the Board

1O o furtr— fO 11, oartts

R M Barker BSc ACA
Secretary
24th July 2008
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STATEMENT OF DIRECIORS RESPONSIBILITIES IN RESPECT OF
IHE FINANCIAL STATEMENTS

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at
any time the financial position of the company, for safeguarding the assets of the cormpany, for taking reasonable
steps for the prevention and detection of fraud and other irregulanities and tor the preparation of a Directors’ Report
which complies with the requirements of the Compantes Act 1985

The directors are responsible for preparing the annual report and the financial statements in accordance with the
Companies Act 1985 The directors are also required to prepare financial statements for the group i accordance
with Intemational Financial Reporting Standards as adopted by the European Union (IFRSs) and the rules of the
London Stock Exchange for companies trading securities on the Alternative Investment Market The directors have
chosen to prepare financial statements for the company in accordance with IFRSs

International Accounting Standard 1 requires that financial statements present fairly for each financial year the
company’s financial position, financial performance and cash flows This requires the faithful representation of the
efiects of transactions, other events and conditions in accordance with the definiions and recogmition cntena for
assets, liabiliies, income and expenses set out 1n the International Accounting Standards Board’s ‘Framework for
the preparation and presentation of financial statements’ In virtually all circumstances, a fair presentation will be
achieved by comphance with all applicable IFRSs A fair presentation also requires the Directors to

. consistently select and apply appropnate accounting policies,

. present information, including accounting policies, in a manner that provides relevant, reliable, comparable
and understandahle information, and

. provide additrtanal disclosures when comphiance with the specific requirements in IERSs 1s insufticient to
enable users to understand the impact of particular transactions, other events and conditions on the entity’s
financial posihon and financial performance

Financial statements are published on the group’s website in accordance with legislation in the United Kingdom
governing the preparation and dissemination of financial statements, which may vary from legislation in other
jurisdictions  The maintenance and integnty of the group’s website 1s the responsibility of the directors The
directors’ responsibility also extends to the ongoing integrity of the financial statements contained therein
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INDEPENDENT AUDITORS REPORT
1O THE MEMBERS OF COLLFAN GROUP PLC

We have audited the group and parent company financial statements (the “’financial statements™) of Colefax Group
Plc for the year ended 30th Apnil 2008 which comprise the Group Income Statement, the Group and Company
Balance Sheets, the Group and Company Cash Flow Statements and the Group Statemeni of Recognised Income
and Expenses and the related notes These financial statements have been prepared under the accounting policies
set out therein

Respective responsibilities of directors ard auditors

The directors’ responsibihities for prepaning the financial statements in accordance with applicable law and
International Financial Reporting Standards {IFRSs) as adopted by the European Union are set out in the statement
of directors’ responsibilities

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory
regquirements and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and far view and have been
properly prepared in accordance with the Companies Act 1985 and whether the information given in the directors’
report 1s consistent with those financial statements We also report to you 1, in our oprion, the company has not
kept proper accounting records, 1f we have not received all the information and explanations we require for our
audit, or if information specified by law regarding directors’ remuneration and other transactions 1s not disclosed

We read other information contained in the annual report, and consider whether it 1s consistent with the audited
financial statements This other information comprises only the Chairman’s Statement, the Review of Operations
and Finance and the Directors’ Report We consider the implications for our reports 1f we become aware of any
apparent misstatements or matenal inconsistencies within the financial statements Our responsibiities do not
extend to any other intormation

Qur report has been prepared pursuant to the requirements of the Companies Act 1985 and for no other purpose
No person s entitled to rely on this report unless such a person 1s a person entitled to rely upon this report by
virtue of and for the purpose of the Companses Act 1985 or has been expressly authorised to do so by our prior
written consent Save as above, we do not accepl responsibility for this report to any other person or for any other
purpose and we hereby expressly disclaim any and alt such liabiity

Basis of audit opinmion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued hy the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements It also includes an assessment of the significant estimates and jucgments
made by the directors 1n the preparation of the financial statements, and of whether the accounting policies are
appropriate to the group’s and company’s circumstances, consistently applied and adequately chsclosed

We planned and performed our audit so as to obtain all the mformation and explanations which we considered
necessary tn order (o provide us with sufficient evidence to give reasonable assurance that the financial statements
are free from ratenal misstatement, whether caused by fraud or other irregulanty or error In forming our opimion
we also evaluated the overall adequacy of the presentation ot information in the financial statements

Opimon
In our opimion

* the group financial statements give a true and fair view, in accordance with IFRSs as adopted by the European
Union, of the state of the group’s affairs as at 30th April 2008 and of 1ts prout for the year then ended,

* the parent company financial statements give a true and fair view, 1n accordance with IFRSs as adopted by the
European Union as applied in accordance with the provisions of the Companies Act 1985, of the state ot the
parent company’s aftairs as at 30th Apnl 2008,

» the financial statements have been properly prepared in accordance with the Companies Act 1985, and

« the informahon given in the directors’ report 1s consistent with the financial statements

BDO STOY HAYWARD LLP W e
Chartered Accountants and Regstered Auditors

London ,

24th July 2008 24 |tfov.




COLI AN GROLP PIC

GROUP INCOML STATLMELNI
For the year ended 30th Apnl 2008

Notes 2008 2007
£000 £'000
Revenue 4 78181 71,013
Cost of sales 36,467 31,602
Gross profit 41,714 39,411
Operating expenses 6 35,633 33.569
Profit from operations 7 6,081 5,842
Finance income 127 138
Finance expense (266) (174)
9 {139 (36)
Profit before taxatron 5,942 5,806
Tax expense
- UK (1,899) (1,247)
- Overseas 22 (660)
10 (1,877) (1,907)
Profit for the year attributable to the equity
holders of the parent 22 4,065 3,899
Basic earmings per share 12 27 5p 24 8p
Diluted earnings per share 12 26 1p 23 9p

All activity has ansen from continuing operations

The notes on pages 18 to 41 form part ot these Consohdated hnancial statements
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GROUP BALANCL SHEEI
At 30th Apnil 2008

Notes 2008 2007
£000 £'000
Non-current assets
Property, plant and equipment 13 4,960 5.135
Deferred tax asset 19 1,991 2,164
6,951 7,299
Current assets
Inventories and work in progress 15 13,357 12,045
Trade and other recevables 16 10,561 9,558
Cash and cash equivalents 17 3,862 4,313

27,780 25,716

Trade and other payables

Current corporation tax 995 1.529

Other amounts talling due 1in one year 14,152 15,979

18 15,147 17,508

Net current assets 12,633 8,208

Total assets less current habilies 19,584 15,507
Non-current labihties

Deferred tax habihty 19 123 35

Pension Liabihity 26 232 203

355 238

Net assets 19,229 15,269

Capital and reserves attributable to equity
holders of the Company

Called up share capital 21 1,536 1,565
Share premium account 22 11,148 11,141

Caprtal redemption reserve 22 1,338 1,308
ESOP share reserve 22 20 (157)
Share hased payment reserve 22 664 508
Foreign exchange reserve 22 124 (539
Retained earmings 22 4,439 1,443

Total equity 23 19,229 15,269

The financial statements were approved hy the board of directors and authonsed for 1ssue on
24th July 2008

Green  Directo
B

| .
—
arker [hrector /17 M

DB
R M

The notes on pages 18 to 41 torm part of these Consohdated financial statements
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COMPANY BALANCE SHEE]
At 30th Apnl 2008

Notes 2008 2007
£000 £'000
Non-current assets
Investmenis 14 27,562 27,270
Current assets
Trade and other recewvables 16 3,472 4,052
Cash and cash equivalents 17 358 -
3,830 4,052

Trade and other payables amounts falling due within one year 18 10 2,599
Net current assets 3,820 1,453
Net assets 31,382 28,723
Capital and reserves attributable to equity
holders of the Company
Called up share capital 21 1,536 1,565
Share premum account 22 11,148 11,14
Merger reserve 22 10,762 10,762
Capntal redemption reserve 22 1,338 1,308
ESOP share reserve 22 (20) (157)
Share based payment reserve 22 664 508
Retained earmings 22 5,954 3,596
Total equity 31,382 28,723

The financial statements were approved by the board of directors and authonsed for 1ssue on

24th July 2008

D Green  Director
R B

B
M Barker Director

P

The notes on pages 18 to 41 form part ot these Consolidated tnancial statements




COlEFAN GROLP PIC

GROUP CASIHT TLOW STATEMENI
For the year ended 30th Aprit 2008

Notes 2008 2007

£000 £000
Operating activities
Profit hefore taxation 5,942 5,806
Finance income (127) (138)
Finance expense 266 174
Depreciation 13 1,690 1,629
Cash flows from operations before changes in working capital 7,771 7,471
Increase In inventories and contracts In progress (1,215) {1,355)
{Increase)/decrease in trade and other receivables (672) 394
Increase 1n trade and other payables 1,143 1,524
Cash generated from operations 7,027 8,034
Taxation pad
UK corporation tax paid (2,002) (1,432)
Overseas tax paid (307} (393)

(2,309) (1,825)
Net cash inflow from operating activities 4,718 6,209
Investing actvities
Payments to acquire property, plant and equipment 13 (1,448) {1,648)
Receipts from sales of property, plant and equipment 10 45
Interest received 125 129
Nel cash outflow from investing (1,313) (1,474)
Financing activities
Purchase of own shares (465) (3,093)
Repayment of long-term loan - (500)
Interest paid (280) (150)
Equity dwvidends paid (604) (600}
Net cash outflow from financing (1,349} (4,343)
Increase in cash in the year 2,056 392

GROUP STATEMENT OF RLCOGNISLD INCOME AND FAPENSES
For the year ended 30th Apnl 2008

2008 2007
£000 £'000
Profit for the financial year 4,065 3,899
Currency translation difierences on foreign currency net investments 704 861)
Deferred tax on long-term loan foresgn currency movements 1) 322
Total recognised income and expenses relating to the year 4,728 3,360

The notes on pages 18 to 41 form part of these Consohdated financial statements
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COMPANY CASH TLOW SIATLMENT
For the year ended 30th April 2008

2008 2007

£000 £7000
Operating activities
Profit before taxation 378 309
Finance income (562) (503)
Finance expense 148 137
Profit from operations before changes in working capital (36) (57)
Decrease in trade and other receivables 2,470 696
(Decrease)/increase i trade and other payables (32) 7
Cash generated from operations 2,402 646
Taxation paid
UK corporation tax paid (1,902) (1,432)
Net cash inflow from operating activities 500 (786)
Investing actities
Interest received 4 13
Dividends recewved from subsidharies 3,400 4,000
Net cash inflow from investing 3,404 4,113
Financing activities
Purchase of own shares (465) (3,093)
Repayment of long-term loan - {500)
Interest pad! (179) (6)
Equity dividends paid (604) {600)
Net cash outflow from financing (1,248) (4,199)
Increase/(decrease) in cash i the year 2,656 {872)

The notes on pages 18 to 41 torm part of these Consoldated tinancial statements
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COlITANY GROULP PIC

NOITES TO THE ACCOUNI1S
For the year ended 30th Apnl 2008

Accounting Policies

General Information

Colefax Group Plc {the Group) 15 a limited company incorporated in the United Kingdom The address
of its registered office and prnincipal place of business are disclosed on page 7 The principal activities
of the Group are the design, markeung, distnbution and retailling of turnishing  fabrics, wallpapers,
trimmings, retated products and upholstered furniture 1in the UK and overseas and the sale of antiques,
interior and archrtectural design, project management, decoration and furmishing for private indwiduals
and commercial firms Colefax Group Pl (the Companv) s a hmited company incorporated i the
United Kingdom The address of its registered office and principal place of bustness are disclosed on
page 7 The poncipal activity of the Company 1s 1o act as a holding company for the Group’s trading
subsicharies

Basis of Preparation

The financial statements have been prepared on the historical cost basis except for the revaluation of
certain financial instruments The prinupal accounting policies adopted in the preparation of the
financial statements are set out below The policies have heen consistently applied to all the vears
presented, unless otherwise stated The policies have been applied to the Group and Company, unless
otherwise stated

These financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRSs and [FRIC interpretations) sssued by the International Accounting Standards Board
{1ASB) as adopted by the European Union (“EU adopted IFRS ") and wiath those parts of the Companies
Act 1985 applicable to companies preparing therr financial statements 10 accordance with IFRS This is
the first ume the Group has prepared its financial statements i accordance with [FRSs, having
previously prepared its financial statements in accordance with UK GAAP accounting standards Details
of how the transiion from UK accounting standards to EU adopted IFRS has affected the Group’s
reported financial position, financial performance and cash flows are given in note 3

Changes in Accounting Pohcies

{a)Standards interpretations and amendments to published standards eftectie in 2008 but which are
not refevant to the group

The following standards, amendments and interpretanons to published standards are mandatory for

accounting periods beginning on or after 1 January 2007 but are currently not relevant to the group's

operations

—IRIC 7, Apphang the restatement approach under IAS 29, Financral Reporting i Hypeninflatonary
Economues (effective for accounting penids beginning on or after 1st March 2006) 1FRIC 7 provides
guidance on the apphcation of IAS 29 requirements in a reporting penod in which enuity 1dentifies the
existence of hypeninflation in the economy of its functional cusrency, when the company was not
hyperinflationary in the prior period  IFRIC 7 15 not relevant to the group as nonc of the group
companies has a currency of ¢ lypennilanonary economy as us funcnonal currency

{b) Standards amendments and mterpretatons to published standards not yel elfective

Cestain new stantlards, amendments and interpretations io existing standards have been published that
are mandatory for the group's accounting penods beginnemyg after Tst January 2008 or later penods and
which the group has decided not 10 adopt early These are

— IFRS 8, Operating Segments (cifective for accounting penods beginning on or after 1 January 2009
This standard sets oot requirements for the disclosure of information about an entity's operating
segments and also about the entity’s products and services, the geographical areas in which 1t
operates, and its majar customers [t replaces [AS 14, Segmental Reporting The group expects to apply
this standard in the accounting penod beginning on 1st May 2009 As this 1s a disclosure standard 1t
will not have anv impact on the results or net assets of the group

- Revised IFRS 3,Business Combinations and complementary Amendments (0 1AS 27 *'Consolidated and
separate financial statements (both effective far accounting penods beginning on or after 1st July
2009) The revised IFRS 3 and IAS 27 are stll to be endorsed hy the EL} The revised IFRS 3 and
amendments to 1AS 27 anse trom a jomnt project with the Financial Accounting Standards Board
(FASB), the US standards setter, and result in IFRS being largely converged with the related, recently
issued, US requirements There are certain verv sigmiicant changes to the requirements of [FRS, and
opuons available, 1t accounting for business combinations Management 15 currently assessing the
impact of revised IFRS 3 and amendments to [AS 27 on the accounts

—IFRIC 14, 1AS 19 The Limtt on a Defined Benett Asset, Munmum Funding Requirements and their
Interaction {effective for accounting penods beginning on or after st January 2008) iFRIC 14 15 sull
to he endorsed by the EU IFRIC 14 clanifies when refunds or reductions in future contributiens should
be regarded as avalable in accordance with paragraph 58 of 1AS 19, how a minimum funding
requirement might affect the availabifuy of reductions n future contributions and when a mmimum
funding requirement might give rise to a habilitv. Management 1s currently assessing the impact of
IFRIC 14 on the accounts
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NOITES 1O THE ACCOUNIS
For the year ended 30th Apnl 2008

Accounting Policies
continued

- Amendment to IFRS 2, Share based payments vesting conditions and cancellations (effective for
accounting pertods beginning on or after 1st January 2009} This amendment s sull to be endorsed by
the EU The Amendment to IFRS 2 1s of parucular relevance to compantes that operate employee
shares save schemes This 15 because it results 1n an immediate aceelerauon of the IFRS 2 expense that
would otherwise have been recognmised in future penods should an employee decde to stop
contributing to the savings plan, as well as a potential revision to the fair value of the awards granted
to factor 1n the probahility of emplovees withdrawing from such a plan Management 15 currently
assessing the impact of the Amendment on the accounts

- Amendments to IAS 1 Presentatron of Financial Statements A Rewised Presentation (effective for
accounting periods beginning on or after 1st January 2009} This amendment 15 still to be endorsed by
the EU The revised version of 1IAS 1 (revised 2007) replaces IAS 1 Presentation of Financial Statements
revised 1in 2003) as amended in 2005 and key changes include the requirement to aggregate
information in the financial statements on the basis of shared charactenstic, changes in the titles of
some primary statements (non mandatory), introducing the possibihity of a single Statement of
Comprehensive income (combining the Income Statement and the Statement of Recognised Income
and Expense), Only the 1otal of comprehensive income 1s to be shown in the Statement of Changes in
equily Management 15 currently assessing the impact of the Amendment on the accounts

- Amendments to IAS 32 Fmnancal Instruments  Presentation and IAS 1 Presentation of Financial
Statements  Puttable Financial instruments and Obligatons Ansing on Ligudation (effective for
accounting pericds beginning on or after 1st January 2009) This amendment 1s st to be endorsed by
the EUJ The amendments result i certain types of financial instrument that meet the defininon of a
lability, but represent the residual interest in the net assets of the entitv being classified as equity
Management 1s currently assessing the impact of the Amendment on the accounts

— Amendments to IFRS T and IAS 27 Cost of an investment mn a Subsidiary jorntly-Controlled Enutv or
Associate (eftective tor accounting penods beginning on or after Tst January 2009) These amendments
are still to he endorsed by the ELJ The amendments permits the entity at 1ts date of transition to [FRSs
in 1ts separate financial statements to use a deemed cost 10 account for it tvestment 10 subsicdiary,
jointly controlled entity or associate The deemed cost of such 1nvestment could be either the fair value
of the investment at the date of transiion, which would be deternuned in accordance with 1AS 39
Financral instruments Recogmition and Measurement or, the carrying amount of the investment under
previous GAAP at the date of transition  Management s currently assessing the impact of the
Amendment on the accounts

- Improvements to IFRS (eftective for accounhing penods beginming on or after 1st July 2009) This
improvements project is shll to be endorsed by the EU The amendments take various forms, including
the clanfication of the requirements of IFRS, the elimination of inconsistencies betweon Siandards
and a restructuning of IFRS 1 Fust-ime Adoption of IFRS Management 1s currently assessing the
impact of the Amendment on the accounts

The following principal accountng policies have been applied consistently in the preparation of the
financial statements

Basis of Consohdation

wWhere the Group has the power either directly or indirectly, 1o govern the financral and operating
policies of anuther entity or business so as to obtain benetits from its actvines, 1t 1s classified as a
subsidhary The consolidated financial statements present the results of Colefax Group Ple and ats
subsidiaries as if they formed a single entity

No income statement 1s presented for the Company as provided in 5 230 of the Companies Act 1985
The profit dealt with 1n the financial statements of Company was £3 427 000 (2007 - £4,900,000) Total
recogmised income and expenses relatng to the year tor the Company consists of profil for the year onh

Acquisibons are accounted for using the acquisiion or merger method as required Where the
acquisition method 15 used, the results of subsidiary undertakings are included from the date of
acquIsition

Where merger accounting was used in business combinations pror to 1st May 2006 {transiion date),
the investment 15 stili recorded 10 the Company’s Balance Sheet at the nominal value of the shares
issued, together with the fair value of any additional consideration pawd as the Group has applied the
IFRS 1 ‘First-ime Adoption of International Financial Reporting Standards exemption relating to
business combinations

In the Group Financial Statements, merged subsidiary undertakings are treated as 11 they had always
been a member of the Group Anv difference between the nominal value of the shares acquired by the
Group and those 1ssued by the company to acquire them is taken to reserves
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NOTES 1O THE ACCOUNTITS
For the year ended 30th Apnl 2008

Accounting Polictes
continued

Goodwill
Goodwill ansing an acquisitions prior to 30th Apnil 1998 was set off directly against reserves Coodwill
previously eliminated against reserves has not been reinstated upon transstion 1o IFRS

Investments i Subsidiaries
Investments 1N subsidianies i the Company Balance Sheet are stated at cost less any prowvision for
impairment

Revenue Recogmition

Revenue, which excludes value added taxes, represents the ameunts recewvable from its customers for
goods and services supplied Sales of goods are recognised when goods are delivered and ntle has
passed Sales of services are recognised when the service has been complcted

Property, Plant and Equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and
accumulated impairment losses Histonical cost compnises the purchase price and costs directly incurred
n bringing the asset into use The carrving values of property, plant and equipment are reviewed tor
mpairment when events or changes i arcumstances indicate the carrying value may nol be
recoverable

Depreciauon 1s provided on all propeny, plant and equipment other than freehold land at rates
calculated to wnite off the cost less estmated residual value evenly over its expected useful life, as
follows

Freehold bulldings 30 years

Leasehold land and buildings 50 vears (or, 1f shorter, over the period of the lease
and leaschold improvernents or hfe of the asset)

Furnnure, fixtures and equipment 5 - 10 years

Mator vehicles 4 years

Screens and origmations 4 years

Assets 1n the course of construction are not deprecrated

Inventories

inventones are stated at the lower of cost and net realisable value Costs, inctuding an appropriate
portion of fixed and vanable overhead expenses, are assigned to inventories by the method most
appropnate to the particular class of inventory, with the majonty being vatued on a weighted average
cost basis Net realisable value represents the estimated selling price for inventonies less all estemated
costs of completion and costs necessary to make the sale Provision 1s made for obsolete, slow moving
and defective stocks

Work in Progress

Wik in progress 1s valued at cost less progress payments received and recervable Cost includes all direct
expenditure on matenal, external services, labour and related overheads that have been incurred n
bringing the work n progress to 1s present location and condition Provision s made for any losses
expecied to anse on completion of the work entered inlo at the date ot the balance sheet

Taxation
income tax expense represents the sum of the tax currently payable and deferred tax

Current Tax

The tax currently payable 1s based on taxable profit for the year Taxable profit differs from profit reported
i the income statement because it excludes dems of iIncome or expense that are taxable or deductible
i other years and it further excludes items that are never taxable or deducuble The Group's habthty for
current tax is calculated using tax rates that have been enacted ar substantively enacted by the balance
sheet date

e I

Deferred tax 15 recogmsed on differences between the carrying amounts of assets and liabihises in the
financial statements and the corresponding tax bases used in the computation of taxable profit, and s
accounted for using the balance sheet liability method Deferred tax habidines are generally recogmised
for alf taxahle temporary differences, and deferred tax assets are generaily recognised for all deductible
temparary difterences to the extent that 1t s probable that taxable profits will be available agamnst which
those deductible temporary differences can be ublised Such assets and habilwes are not recognised 1f
the temporary difference anses from goodwill or from the initial recognition (other than a business
combunation) of other assets and habilities in a transacuion that aifects neather the taxable profil nor the
accounting profit
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IHE ACCOUNIS

For the year ended 30th April 2008

Accounting Pohicies
continued

r terre s
Current and deferred tax are recognised as an expense ar income i profit or loss, except when they
relate to items credited or debited directly to equity, 1 which case the tax is also recognised directly in
cquity
Lease Commitments
Leases where substantially all of the nsks and rewards incidental to ownership of a leased asset are
retained by the lessor are classihed as operating leases Pavments made under operating leases are
charged o the income statement on a strarght Line basis over the lease term

Retirement Benefits

Defin ntributiun Schem

The Group operates defined contribution pension schemes which are externally adwunistered  Payments
made to the funds are charged when payable 1o the income statement as part of employment costs
There are no outstanding or prepatd contnbutions at the year end

Defined Benefit Schemes
One Group company operates a defined benefit pension scheme for employees The scheme’s tunds are
admimistered by trustees and are independent of Group finances Annual contnibutions are based on
external actuanal advice

The ditfercnce between the fair value of the assets held in the Group’s defined benefit pension scheme
and the scheme’s habilites measured on an actuanal basis using the projected umit credit method are
recogmsed in the Group s balance sheet as a pension asset or habihty as appropriate Any related
deferred tax s recognised wathin the Groups deferred 1ax asset or habibity followsng the principles
described in the deterred tax accounting policy note

Changes in the defined benefit pension scheme asset or liability anising from factors other than cash
contribution by the Group are charged to the income statement or the statement of total recognised
income and expenses in accordance with [AS 19 ‘Employee Benefits'

Foreign Currency

The indwidual financial statements of each Group entity are presented in the currency of the pnmary
econamic cnvironment in which the enuty operates (s functional currency) For the purpose of the
consolidated financial statements, the results and financial positton of cach Group entity are expressed
in Great British Pounds ({GBP"), which is the functional currency of the Company and the presentation
currency far the consolidated financial statements

Group

The assets and habilities of overseas subsidiary undcrtakings are translated at the rate of exchange ruling
at the balance sheet date and the results of overseas subhsichanes are translated at the average rate of
exchange for the year The exchange difterences ansing on the rerranslation of opeming ner asseis and
on loans which form pant of the net investment are taken directly to reserves

g:gmpm Y
Transactions in foreign currencies are recorded an the rate reling at the date of the transaction: Monetary
assets and labibves denomimated 1n foreign currencies including loans o subsidianies are retranslated
al the rate of exchange rubing at the balance sheet date All differences are taken to the income
statement

Financial Instruments

Cash equwvalents are defined as including shon term deposits with onginal matunity withine 3 months
For the purposcs of the cash fliw statements cash and cash equivalents consist of cash and cash
equivalents nel of outstanding bank overdrafts held with the same bank where there is a fegal right and
intention to oitset

Trade and Other Recervables

Trade and other receivables do not carry interest and are stated at their nomnal (invoiced) value as
reduced by appropnate allowances for esumated wrrecoverable amounts When a trade recevable 1s
considered uncollectble, 1t 15 written off against the allowance Subsequent recovenes of amounts
previously wntten off are credited against the allowance Changes in the carning amount of the
allowance are recognised 1n the income statement

Trade and Other Payables
Trade and other payahles do not carry interest and are recogmised and carried at oniginal invoice cost
and are a short-term habilitv of the Group
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ITHE ACCOUNIS

For the year ended 30th Apnl 2008

Accounting Policies
contnued

Dervative Financial Instruments

The Group uses denvative financial instruments such as foreign currency contracts o hedge 1ts nsk
associated with foreign currency fluctuattons Such denvative financial instruments are stated at faer
value The fair value of forward exchange contracts 15 caleulated by relerence to current forward
exchange rates tor contracts with similar matunty profiles

Forward Contracts

The Group uses forward foreign currency contracts to reduce transactional currency exposures on future
expected sales denominated in US Dollars 1ts the Group's policy not ta undertake any trading activity
in financial instruments Gauns or losses resulting from changes in fair value on forward contracts used
to mitigate foreigh currency risk are recognised at the end of each financial year and upon realisation
of the contract Financial instruments are disclosed n note 20

Employee Share Option Plan (ESOP}

The cost of the Group's shares held hy the ESOP 15 debited 1o the ESOP share reserve and s deducied
from shareholders’ funds in the Group and Company balance shect Any cash recerved by the ESOP on
disposal of the shares 1t holds is also recogised directly in shareholders’ funds

Any shares held by the ESOP are treated as cancelled for the purposes of calculaing earnings per share

Share-Based Payments

When share and share ophons are granted to employees a charge 1s made to the income statement and
a corresponding entry made 1n reserves Lo record the fair value of the award This change 15 spread over
the period of performance relating to the grant

When sharcs and share options are granted to employees of subsidiary companies, the fair value of the
award made 15 treated as a capital contnbution spread over the peniod of performance relating to the
grant The corresponding entry 1s made 1p reserves

Dvidends

Dwvidends are recogrised when they become legally payable [n the case of interim dividends to equity
shareholders, this 15 1n the year in which they are pard Final dvidends are not accrucd unul the
proposed dividend has been appraved by the shareholders at the Annual General Meeting

Segmental Reporting

A business segment 15 a disingushable component of the Group that 1s engaged in providing an
indiwdual product or service and that 1s subject to risks and returns that are different from those ot other
business segments

A geographical segment 1s a distinguishable component of the Group that 1s engaged in providing
products or senaces within o particular economic environment and that 1s subject to risks and returns
that are different from those of components operating in other ecanomic environments
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NOITES 1O THE ACCOUNTS
For the year ended 30th Apnl 2008

Cntical Accounting
Estimates and
judgements

In preparation of consohdated financial statcments under IFRS the Group makes esumates and
assumptions regarding the future Estimates and judgements are continually evaluated based on
histonical expenence and other factors, including expectations of future events that are believed w be
reasonable under the circunistances In the future, actual expenience may ditfer from these estimates and
assumptions The estimates and assumplions that have a sigmficant nisk of causing a2 matenial adjustment
to the carrying amounts of assets and liabilities within the next inancial vear are discussed below

Deferred tax

Deferred tax habitiies are recognised for taxable temporary differences associated with investments in
substdianes, except where the Group is able 1o control the reversal of the temporary difference and it 1
probable that the temporary ditference will not reverse in the foreseeable future

Deferred tax assets ansing from deductible temporary differences associated with such investments and
interests are only recogmzed 1o the extent that it 1s probable that there will be sufficient taxable profits
against which to utilise the benefits of the temporary differences and they are expected 1o reverse i the
foreseeable future

The carrying amount of deferred tax assets 1s reviewed at each balance sheet date and reduced 10 the
extent that it 15 no longer probable that sufficient taxable protits will be available to allow alt or pan of
the asset to be: recovered

Inventories

The Group reviews the net realisable value of, and demand for, 1ts inventones to provide assurance that
recorded inventory 1s stated at the lower of cost or net realisable value Factors that could impact
estimated demand and selling prices include the success ot future collections, competitor achions,
suppher prices and economic trends

2N (]
The costs, assets and habiliues of the defined benefit scheme operated by the Graup are determined
ustng methods relving on actuanial esumates and assumptions Details of the key assumptions are set
vt in nate 26 The Group takes advece from mdependent actuanes relating o the appropriateness of
the assumptions Changes in the assumptions used may have a sigmificant effect on the consohdated
income statement and the balance sheet

Income Taxes

The Group 1s subject to mcome tax i several junsdictions and sigmificant judgement 1s required 1n
determining the provision for income taxes During the ordinary course of business, there are
transactions and calculations for which the ulumate tax determination s uncertain As a result, the
Group recognises fax habilities based on estimates of whether additional taxes and interest wall be due
Ta the extent that the final tax outcome of these matters 15 different than the amounts recorded, such
differences will impact income tax expense in the period m which such deternmination 1s made

Einangial Instruments

As descrnibed in note 20, the Board use thetr judgement in selecting an approprate valuahon technigue
for financial instruments not quoted 1 an active market Valuation technigues commonly used by
market praciiioners are apphed

For derivative financial mstruments assumptions are based on quoted market rates adjusted for speaific
features of the instrument Detatls of the assumptions used are provided tn note 20
s base y

The Group operates an equity-settled share based remuneration scheme for directors and employecs
Employee services received, and the corresponding increase 1n equity, are measured by reference to the
fair value of the equity instruments at the date of the grant, excluding the impact of any non-market
vesting conditions The fair value of the share operatrons (s estimated an the date of the grant based on
certain assumptions Those assumptions are described in note 24

First time adoption
of International
Financial Reporting
Standards (IFRS)

Reconcihiations and explanatory notes on how the transition to IFRS has affected profit and net assets
previously reponted under UK Generally Accepted Accounting Principles are given below

The Group has applied the IFRS i “First-ime Adoption of International Financial Reporting Standards”
exemptions relating ta business combinations and emplovee benefits
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First tame adoption
of International

Group income Statement reconcibation for the year ended 30th Apnl 2007

Reclass
Financial Reporting profit s
Standards (IFRS) disposal
continued Short term  Long term of property
employee  emplovee Lease  plant and
benchts bencits payments  equipment
UK GAAP 1AS 19 1AS 19 1AS 17 IAS 1 IFRS
{ar h () ()
£ 000 £ 006 £000 £000 £ 000 £000
Revenue 71,013 - - - - 71,013
Cost ot sales 31,602 - - - - 31,602
Grass profit 39,411 - - - - 39,411
Operating expenses 33,465 10 2) 112 ey 33,569
Profit from operations 5.916 o 2 (12) 16 5,842
Profit on disposal of property,
plant and equipment 16 - - - (16) -
Proiit on ordinary activities before
interest and taxation 5,962 am 2 {11hH - 5,842
Finance income 127 - - - - 127
Finance expense {266) - - - - (266)
Profit on ordinary actwities
before taxation 5,926 (o 2 (112} - 5,806
Tax on profit on ordinary activities 1,955 {4 1 45} - 1,907
Profit for the year 3,971 (6} 1 (67) - 3,899
Profit reported under UK GAAP Note 3,971
Holiday pay accrual {a) (3]
Retirement benefits accrual ) 1
Straight-hne lease adjustment {c) (p7)
Total adjustments to protit (72)
Profit reported under IFRS 3,899
Basic earnings per share 25 3p 24 8p
Diluted earmings per share 24 3p 13 9p
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3 First time adoption
of International

Group Balance Sheet reconalliation as at 30th April 2007

Short-term Long term Foreign
Financial Reporting emplover  employee lease Deterred  exchange
Standards {IFRS) benefits benetits  payments tax asset rescrve
continued UK CAAP 1AS 19 1AS 19 1AS 17 1AS 1} 1AS 21 IFRS
(a) (a3} ic) (d) (e)
£'000 £000 £000 £ 000 £1000 £000 £'000
Non-current assets
Property, plant
and equipment 5135 - - - - - 5,135
Deterred taxation - - - - 2,164 - 2,164
5.13% - - - 2,164 - 7,299
Current assels
Inventories and
contracts in
progress 12,045 - - - - - 12,045
Trade and other
rocevables 11,384 33 50 172 (2,081} - 9,558
Cash and cash
egurvalents 4,113 - - - - - 4,113
27,542 33 50 172 (2,081} - 25,716
Trade and other
payables amounts
falling due within
one year 16,831 109 144 424 - - 17,508
Net current assets 10,711 (78) (94) (252 (2,081} - 8,208
Total assets less
current habihties 15,846 (76) (94) (252) 83 - 15,507
Non-current habilities
Deferred taxation 35 - - - - - 35
Pension hability 120 - - - 83 - 203
155 - - - 83 - 238
Net assets 15,691 (76) 94 (252) - - 15,269
Capital and reserves
Called up share
capital 1565 - - ~ - - 1565
Share prermum
aceount 11,141 - - - - - 11,141
Capital redemption
reserve 1,308 - - - - - 1,308
ESOP share reserve (157} - - - - - (157}
Share based
payment reserve 508 - - - - 508
Foreign exchange resene - 4 2 20 - {563) (539
Retained earmings 1,326 (B0) (96) (272) - 565 1,443
Total equity 15,691 (76) (94) (252) - - 15,269
Total equity reported  Note
under UK GAAP 15 691
Holiday pay accrual (@ (76}
Retirement benefits
accrual (b} (94)
Straight-line lease
adjustment {c} (252)
Total adjustment to equity (422}
Equity reported under [FRS 15,269

2%
i
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First ime adoption
of International

Group Balance Sheet recanciliation as at 1st Mav 2006 - transition date

Short term  Long teem Fareign
Financial Reporting emplovee  employee Lease Deverred exchange
Standards (IFRS) benefits benents  payments tax asset wserve
contrinued UK GAAP 1AS 19 1AS 19 1AS 17 1AS 12 1AS 21 IERS
{a} Y} ) (ch )
£000 £000 £'000 £ 600 £000 £ 000 £ 000
Non-current assefs
Property, plant
and equipment 5,403 - - - - - 5,403
Current assets
Inventorres and
contracts in
progress 10,942 - - - - - 10,942
Trade and other
receivables 18,498 31 52 141 93 - 11,815
Cash and cash
equvalents 2,347 - - - - - 2,347
24 787 31 52 141 91 - 25,104
Trade and other
payables amounts
falling due within
one year 14,493 105 149 346 - - 15,093
Net current assets 10,294 74 97) (205} 93 - 10,011
Total assets less
current habilities 15,697 (74} 197) (205} 93 - 15,414
Non-current habilities
Deferred taxation 57 - - - - - 57
Pension habulity 134 - - - 93 - 227
191 - - - 93 - 284
Net assets 15,506 (74} {97} (205 - - 15130
Capital and reserves
Called up share
capal 1,709 - - - - - 1,709
Share prenum
account 11,087 - - - - - 11,087
Capital redemption
reserve 1,157 - - - - - £, 157
ESOP share reserve (287) - - - - - (287)
Share based
payment reserve 228 - - - - - 228
Foreign exchange reserve — - - - - 392 392
Retained earnings 1612 (74} 97) (205} - (392} 844
Total equity 15,506 (74) (97) (205} - - 15,130
Total equity reported  Note
under UK CAAP 15,506
Haohday pav accrual (a) (74}
Retirement benetits
accrual (b} 97}
Straight-line lease
adjustment {c} (205}
Total adjustment to equity (376}
Total equity reported under IFRS

15,130
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3 First time adoption
of International
Financial Reporting

Adjustments
Explanations of the adjustiments made to the UK GAAP income statement and balance sheets are as
follows

i:;;:?J:;,“FRS) (a) Employee Benefits - Short-term benefits {(IAS 19)
IAS 19 ‘Employee Benefits’ requives holiday pay to be accrued recogmising the emplovee benefits to be
pard 1n exchange for that service during the accounting period This results 1in the recogmitton of a
provision of £105,000 and a deferred tax asset of £31,000 on transitton to 1FRS and a reduction in pre-
tax profit of £10,000 for the vear ended 30th Apnl 2007
Net assets at 1st May 2006 are reduced by £74,000, a1 31st of October 2006 are reduced by £73,000
and at 30th Apnl 2007 are reduced by £76,000
{b) Employee Benefits — Post-employment benefits (IAS 19)
LAS 19 ‘Employee Benefits’ requires retirement benefits to be accrued recogmsing the employee benefits
to be pard on retrement in relation 1o emplovee pensions This resulls 1n the recognition of a provision
of £149,000 and a deferred 1ax asset of £52,000 an transition to IFRS and an increase in pre-tax protit
of £2,000 in the year ended 30th Aprid 2007
Net assets at 15t May 2006 are reduced by £97,000, at 3115t October 2006 are reduced by £94,000 and
at 30th April 2007 are reduced by £94,000
() Leases (IAS 17)
IAS 17 ‘Leases’ requires operating lease payments to be recognised as an expense on a straight-hine basis
over the full length of the fease This adjustment 1s due to lease ncentives previously rccognised over
the period to the hirst break clause now being recognised over the Life of the fease This results in the
recognition of a provision of £346,000 and a deferred tax asset of £1471,000 on transition to IFRS and a
reduction of £59,000 in pre-tax profit i the six months ending 315t October 2006 and reduction of
£112,000 for the vear ended 30th Aprit 2007
Net assets ab 1st May 2006 are reduced by £205,000, at 315t October 2006 are reduced by £210,000
and at 30th April 2007 are reduced by £252,000
(d) Deferred Tax Asset (IAS 12)
Unlike FRS 17 Retirerment Benefits', 1AS 19 'Employee Benetits” requires the pension deficit to be shown
gross under long term habilities rather than net ot deferred tax We will continue to recognise a deferred
tax asset of £93,000 at 1st May 2006 and 3 st October 2006 and £83,000 at 30th Apnl 2007 but it will
now be reported within non-current assets
{e) Foreign Exchange Reserve (IAS 21}
1AS 21 ‘The Effects of Changes in Foreign Exchange Rates” requires the exchange differences ansing on
consohdation on the transtation of overseas subsidiaries to be recognised as a separate equity resenve
This results 1n an increase in the foreign exchange reserve of £392,000 at 1st May 2006, a reduction in
the foreign exchange reserve of £370,000 at 31st October 2006 and a reduction in the foreign exchange
reserve of £5139,0000 at 30th April 2007
() Presentation of Financial Statements {(IAS 1}
Unlike FRS 3 ‘Reporting Financial Performance , 1AS 1 ‘Presentation of Financial Statements” does not
state that profit on disposal of property, plant and equipment may not be reported as part of the profit
from operations This results 10 an increase in profit from operations of £19,000 a1 315t October 2006
and £16 000 at 30th Apnl 2007
2008 2007
£000 £7000
4 Revenue Revenue anses from
Sale of goods 76,906 69,974
Provisian of services 1,275 1,039

78,181 71,013
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5 Segmental Analysis

The Group operates in the following main business segments retailing of furmishing fabnics and related

products {product dvision} and interror and architectural design for private and commercial clients

{decorating division)

The Group's pnimarv reparting format for reporting segment information 15 bustness segments

Revenue
Total segment revenue
[nter-segment revenue

Revenue
Segment result

Proiit from operations
Finance income/(charge)

Profit before iIncome tax
Tax expense

Profit for the year

Other segment stems :ncluded in the income statement are as follows

Depreciation (note 13)

All results are from continuing operations

Product division Decorating division Total

2008 2007 pLHIE 2007 2008 2007
£000 £000 £'000 £000 £'000 £000
67,741 63,956 10,641 7,257 78,382 71,211
(201) (200) - - (201) (200)
67,540 63,756 10,641 7,257 78,181 71,013
4,402 5,471 1,679 371 6,081 5,642
(139) 36)

5,942 5,806

1,877 1,907

4,065 3,899

1,579 1,529 1 100 1,690 1,629

Inter-segment transfers are priced along the same lines as sales to external customers

Segmental assets and habiliies as at 30th Apnl 2008 and capital expenditure for the vear then ended

are as follows

Assets
Liabiliies

Capital expendhtures

Product dwision Decorating division Total

2008 2007 2008 2007 2008 2007

£000 E£'000 £000 £000 £°000 £000
31,261 310,001 3,470 3,014 34,71 33,015
13,017 15,297 2,485 2,449 15,502 17,746

1,377 1,345 71 103 1,448 1,648

The Group's secondary reporting format for reporting segment informatron 1s geographrc segments

External revenue Total assets Capital exponditure
bv {ocation of customers by location of assets by location of assets

2008 2007 2008 2007 2008 2007

£'000 £°000 £000 £000 £'000 £000

United Kingdom 24,594 20,294 21,198 18,551 522 751
United States 32,371 31,594 9,911 10,491 815 804
Europe 17,255 16,364 3,622 3.973 111 93
Rest of World 31,961 2,761 - - - -
Total 78,181 71,013 34,731 33,015 1,448 1,648
2008 2007

£'000 £000

6 Operating Expenses  Distribution and marketing costs 22,887 22,322
Administrative costs 12,746 11,247
Total operaling expenses 35,633 33,569
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2008 2007
£000 £000
Profit from This has been arrived at after charging/(crediting)
Operations Audit services - group 24 23
Audit services — subsidianes 116 100
Non-audht services 86 102
Depreciation of owned property, plant and equipment 1,690 1,629
Operating lease rentals — land and buildings 2,998 2,852
Operating lease rentals ~ plant and machinery 57 70
Exchange differences 553 (392}
Pension costs (see note 26} 269 297
Share-based payment (see note 24) 293 410
Exceptional costs — French Accessones division reorganisation 413 -
2008 2007
E'000 £7000
Staif Costs Staff costs, including Executive Directors, were as follows
Wages and salaries 14,034 13,257
Social securnity costs 1,944 1.716
Pension costs 269 297

16,247 15,270

The average monthly number of employees durmg the year, including Executives Directors, was made
up as follows

No No
Distribution and marketing 352 336
Admunistration 75 74
427 410
The holding Company did not have anv employees duning the year
2008 2007
£000 £'000
Directors’ (hey management personnel) remuncration was as follows
Emoluments 1,174 962
Pension contributions 37 42
Payment in lieu of option exercise - 146
1,211 1,150
Emoluments of the highest pard director
Emoluments 553 523
553 523

As the directors have the authorty and responsihility for planning, directing and controlling the
activities of the Group they are secn to be key management

Four Directors parucipated in the Group s defined contribution pension scheme in 2008 (2007 - four)
No Directors participated in the Group’s defined benefit pension scheme 1n 2008 2007 — nil)

Out of the share based payment charge (see note 7 on page 290 £279,000 relates to share based
pavyments to directors (2007 - £359,000)

2008 2007
£7000 £'000
Finance income and Finance expense
expense Bank loans and overdrafts repayable within five years (266) (174}
Finance income
Interest received on bank 127 1318
(139) 36)
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2008 2007
£000 £'000
10 Tax on Profit on {a) Analvsis of charge for the year
ordinary actvities UK corporation lax

UK corporation tax on profits of the year 2,141 1,696
Double tax relief (301) -
Adjustments in respect of previous years (35) 41
1,805 1,737

Overseas tax
Overseas tax on profits of the year 1 392
Adjustments in respedt of previous years {76) -
{75) 392
Total current tax 1,730 2,129

Deferred tax
Ornigination and reversal of uming differences 147 222
Total Income tax expense 1,877 1,907

{h) Factors affecting the tax charge for the year
The tax assessed for the year is higher than the standard rate of corporation tax in the UK

The differences are explained below

2008 2007

£000 £:000
Profit on ordinary activires before taxation 5,942 5,806
Profit on ordimary actrvities muttiplied by standard rate of

corporation tax in the UK of 28% (2007 - 30%) 1,664 1,742

Effect ot
Cisallowed expenses and non-taxable income 280 119
Adjustments (n respect of prior period (current tax} a1 41
Adjustments in respect of prior penod (deferred tax) 85 ()
Rate difterences on opening deferred tax balances 33 16
Rate differences on current tax charge 156 -
Tax losses not recognised 66 -
Overseas tax relieved (301) -
French tax credit received (51 -
Unprovided deferred tax 44 -
French minimum tax 12 -
Total tax ¢xpense 1,877 1,907

On 5th Apnl 2008, the UK corporation tax changed from 30% to 28%

(c) Factars that may affect future tax charges

A deferred tax asset amounting 1o £25,000 {2007 — £17,000 primaribv for capital lusses has not been
recogmsed This ss because in the opimion of the Dhrectors there will be no sutable taxable gains in the
foreseeable future, and i cannot be regarded as more likely than not that there will be surtable taxable
profits from which any future reversal of the underlving timung diftesences can be deducted

The Group's overseas tax rates are higher than those in the UK primarnily because profits earned in the
United States are taxed at a rate i excess of 28% There 15 no indication that these rates are likelv to
change in the near future

30




NOIES 10

COLIFAN GROLP PIC

I1HE ACCOUNL1S

For the year ended 30th April 2008

2008 2007

£'000 £000

11 Dmdends Final (paidh of 2 55p (2006 — 2 37p) en 11th Ociober 2007 178 3182
Interim (paid) of 1 55p {2007 — 1 45p) on 10th Apnl 2008 226 218

604 600

Final dividend proposed tor the year ot 2 65p (2007 - 2 55p) 373 378

The proposed final dwidend has not been accrued for because the dividend was declared after the
year-end

12 Earmings per share

Basic earmings per share have been calculated on the basis of profit on erdinary activities after tax of
£4,065,000 (2007 — £3,899,000} and on 14,784,331 (2007 — 15,719,278 ordinary shares, heing the
weighted average number of ordinary shares in issue during the vear Shares owned by the Colefax
Group Plc Employees” Share Ownership Plan (ESOP) Trust are extluded from the basic earnings per
share calculation

Diluted earmings per share have been calculated on the basis of profit on ardinary activities atter tax of
£4,065,000 (2007 — £3,899,000} and on 15,553,508 (2007 - 16,339,872) being the weighted average
number of shares i 1ssue duning the vear, calcutated as follows

2008 2007
Rasit weighted average number ot shares 14,784,331 15,719,278
Dilutive potential ordinary shares, including shares under option
owned by the Colefax Group Pic ESOP Trust 769,177 620,594

15,553,508 16 339,872

On 22nd May 2008 the Group purchased for cancellation 500,000 shares at a price of 1 70p per share

Furniture,
Fixtures Screwns
Frecheld Shirt and Motor and
Property  leaschold  Fguipment Vehicles Ongpinabions Total
£ 000 £ 000 £000 £000 £ 000 £ 000
13 Property, plant and Group
equipment Cost
At 1st Mav 2007 231 6,316 4,110 456 5,064 16,177
Exchange adjustment - 42 199 6 55 302
Addihans - 133 428 41 846 1,448
Disposals - (4} 192} (34 (m (131}
At 30th Apnl 2008 231 6,487 4,645 469 5,964 17,796
Depreciation
At 1st May 2007 42 4208 3,088 180 3,523 11,042
Exchange adjustment - 34 141 3 42 220
Charge for the year 3 442 330 110 805 1,690
Dhsposals - {4) 92 (19) n {116}
At 30th Apnl 2008 45 4,681 3,467 174 4,369 12,836
Net Beok Value
At 30th Apnl 2008 186 1,806 1,178 195 1,595 4,960
At 1st May 2007 189 2,107 1,022 276 1,341 5135

K}
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Furniture
Fixtures Screens
Freehold Short and Motor and
Property  Leasehold  Equipment Vehicles Onginations Total
£000 £000 E£000 £000 £000 £000
13 Property, plant and Group
equipment continued  Cost
At 1st May 2006 231 6,515 4,220 398 4,843 16,207
Exchange adjustment - (432} (251) - {448) (1,131}
Additions - 263 357 189 839 1,648
Disposals - (30) (216) (131) (1700 (547}
At 30th Apnl 2007 231 6,316 4,110 456 5,064 16,177
Depreciation

At 1st Mav 2006 39 4,154 3,209 196 3,206 10,804
Exchange adjusiment - (329) {226 - (318) 873
Charge for the year 3 402 320 9% 805 1,629
Disposals - (18) (215) {115} (170) (518}
At 30th April 2007 42 4,209 3,088 180 3,523 11,042

Net Book Value
At 30th Aprd 2007 189 2,107 1,022 76 1,541 5135
Al Tst May 2006 192 2,361 1,011 202 1,637 5,403
Shares Loans Total
£000 £'000 £'000

14 Investments Company

AL Ist May 2007 19,620 7,650 27,270
Share options granied 1o subsidiary employees 29 - 292
At 30th Apnill 2008 19,912 7,650 27,562

The principal subsidiaries of the Group alt of which have been included in these consoltdated tinancial
statements, are as follows

Name of Company

Colefax and Fowler Limited*+

Sihyl Colefax and

john Fowler Limited*
Kingcome Sofas Limited*
Colefax and Fowler
Holdings Lirmted*

Incorporation and
Principal Country
of Operation

England and Wales
England and Wales

England and Wales
England and Wales

Cowtan & Tou! Incorporated USA

Manuel Canovas SAS*
and Accessones

Colefax and Fowler GmbH

Cofefax and Fowler Srl

france
Germany
ltaly

*Qwned directly by parent company

Effective % of
Issued Share
Capttal beld

by the Group
100%
100%

100%
100%

100%
100%

100%
100%

Principal Products

Fabrics and Wallpapers
Interior and
Architectural Design
Upholstered Furniture
Holding Company for
Calefax and Fowler Inc
Fabrics and Wallpapers

Fahrics, Wallpapers
Fabrics and Wallpapers
Fabrnics and Wallpapers

+On 6th December 2007 Jane Churchill Limsted changed 1ts name to Colefax & Fowler Linuted

There was no movement tn the number oi shares held in subsidiary undertakings during the vear

Al 30th Aprii 2008, the ESOP Trust owned 797 422 (2007 — 847,422) ordinan shares of 10p in the
Company at cost with a market value of £1,307,772 (2007 - £2,071,947) Dividends on these shares

have been waived

The ESOP can provide heneits to alt employees ot the Group
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14 Investments 760,000 shares in the ESOP were under option at the balance sheet date
continued
Number of Number of Exercise pnce  Date of grant  Exercisable from  Expiry Date
shares opuion holders
25,000 1 £t total 21 1602 211003 201012
25,000 1 £1 total 2903 04 2903 05 280314
325,000 5 £1 total 280406 28 04 06 270416
175,000 5 £1 total 27 04 07 27 04 07 2604 17
210,000 3 £1 total 300408 1004 08 300418
Group
2008 2007
£000 £'000
15 Inventories and Finished goods for resale 12,706 11,716
work in progress Work 1n progress 1,407 1,676
Less progress payments received and recevable (756) (1,347)

13,357 12,045

The difterence between purchase price and replacement cost of stocks ts not matenial

Group Company
2008 2007 2008 2007
£000 £ 000 £000 £000
16 Trade and other Amaunts owed by subsidiary undertakings - - 2,83 4,032
receivables Trade recevables 8,807 8,073 - -
Other recewables 596 460 - -
Prepavments and accrued income 1,158 £,025 641 -
10,561 9,558 3,472 4,052
All recevables fall due for payment within one year
17 Cash and cash Far the purposes of the consolidated cash flow statement, cash and cash equivalents compnise the
equivalents following
Group Company
2008 2007 2008 2007
£000 £000 £000 £'000
Cash at bank and 1n hand 3,862 4111 358 -
Bank overdrafts (1,443) {3,750) - (2,298)
2,419 363 358 (2,298)

Cash at bank carns interest at floating rates based on daily bank depusit rates The fair value of cash and
cash equivalents are considered to be their book value
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Group Company
2008 2007 2008 2007
£7000 E000 £000 £'000
18 Trade and ather Bank overdraft 1,443 3,750 - 2,298
payables — current Trade pavables 4,983 4,647 - -
Accruals 3,848 4,252 10 42
Pay ments receved an account 1,169 1,227 - -
Corporation tax 995 1,529 - 259
Other taxes and social security costs 1,106 1,132 - -
Other pavables 1,603 971 - -
15,147 17,508 10 2,599

The Group's overdrafl taciliees are secured by an unlimited multlateral company guarantee and a furst
fixed and floating charge over all assets of the Company

Group
2008 2007
£000 £7000
19 Deferred Taxation Deterred taxation has been provided as follows
Accelerated capital allowances on property, plam and equipment 86 96
Excess of depreciation over capital allowances on property, plant and equipment (319) (186}
Short-term tuming duferences (1,635} (1,839)

(1,868) (2,129

Deferred tax assets have been recogmised in respect of all tax losses and other temporary difterences
giving rise to deferred tax assets where the directors believe 1115 probable that more assets will be
recovered

This s made up as follows
Deferred taxation included i non-current assets (1,991) 2,164}
Deferred taxation included in non-current liabilitres 123 35

(1,868) (2,129)

Deferred taxation

£000 £°000
Movements In provisions
At Tst May {2,129 (1,407}
Mavement n year 118 834)
Movement relabing 1o change in lax rate 142 -
Translatien adjustment 1 112
At 30th Aprl (1,868) (2,129}

Deferred 1ax assets and llabihnies are measured at the Lax rates that are expected to apply in the penod
in which the liability 1s settled or the asset realised, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the balance sheet date The measurement o deferred tax habihitres
and assets reflects the tax consequences that would follaw from the manner in which the Group expects,
at the reporting date, to recover or settle the carnving amount of its assets and lialnhities

Deferred tax assets and labilities are offset when there s a tegally enforceable nght to set of current tax
assels against current tax lahbties and when thev relate to income (axes levied by the same taxation
authonty and the Group intends to settle its current tax assets and liabiliies on a net basis

A deferred tax asset amounting to £25,000 (2007 — £17,000) pnmarily for capial losses has not been
recognised This 1s because in the opinion of the Directors there will be no suitable taxable gains in the
foreseeabile future, and 1t cannot be regarded as more likely than not that there will be suitable taxable
profits from which any future reversal of the underlying timing differences can be deducted
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20 Financial Instruments

The hnancial instruments of the Group as classified 1n the financial statements as at 30th April 2008 can
be analysed under the followsng [AS 39 categories

Loans and
As at 30th Apnl 2008 recevables Total
Financial asscts
Trade and other recewvables 9,403 9,403
Net cash and cash equivalents 3,862 3,862
Total 13,265 13,265
Other
financal
hatwhities Total
Financial babilities
Trade and other short term creditars 8,029 8,029
Total 8,029 8,029
Loans and
As at 30th Apnil 2007 recetvables Total
Financial assets
Trade and other receivables 8,533 8,533
Net cash and cash equivalents 4,113 4,113
Total 12,646 12,646
Cther
financial
labilities Total
Financial habiltties
Trade and other short term creditors 9,368 9,368
Total 9,368 9,368

The Group’s principal financial instruments cornpnise of cash, short-term deposits, bank overdrafts, bank
loans, forergn currency dervatives and vanous stems such as trade and other receivables and trade and
other payables that anse direcify from 1s operations

The main nsks ansing from the Group’s tinancial instruments are iterest rate nsk, liquichty nsk, credn
nsk and foreign currency nish The Board reviews and agrees policies for managing each of these risks
and they are summansed below These policies have remained unchanged since 1st May 1998 with the
exception of forward contracts used tor the first tme this vear to muigate foreign currency risks

Interest Rate Risk
The Group has a seasonal cash tlow that moves between net cash and net debt in the course of each
year The Group 1s exposed 10 cash flow interest rate nisk on floating rate deposits and bank overdrafis

Liquichty Risk

The Group's objective 1s o maintain an appropriate balance between continuity of funding and
flexibnlity through the use of multi-currency overdrafts and bank toans The Group has varous barrowing
tacihties available to it amounting to £7 3 oullion (2007 - £7 3 million} The undrawn committed
facihnes available at 30th April 2008 in respect of which all conditions had been met at that date total
£7 3 rmlhon (2007 — £7 3 mithon} Group borrowing facilibies are reviewed annually with HSBC

At 30th Apnl 2008 the Group's trade pavables were £5 0 mullion (2007 - £4 6 mslhon} and trade
recevables were £8 8 million (2007 - £8 0 milhon) giving a ratio of 1 6 Thas, together with the Group’s
unused borrowing faciity constitutes a very low liquidity nsh
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20 Financial Instruments
continued

Credit Risk

Credrt risk 1s the risk of financial loss to the Group If a customer or counterparty to a financaal instrument
fails to meet 1ts contractual obligations The Group 15 mainly exposed to credit risk from credit sales [t
15 Group policy, implemented Incally to assess the credit risk of new customers before entering
contracts Such credht ratings are taken nto account by local business pracices

Credit nsk also anses from cash and cash equivalents and deposits with banks  For banks, only
independently rated parties with mimimum rating “A” are accepted

The Group's credit risk 1s spread over a large number of customers and histonically the Group’s bad debt
experience has been extremely low

Foretgn Currency Risk

Due to the international nature of nts operations, the Group faces currency exposures In respect of
exchange rate fluctuations aganst sterling The most significant of these 1s the US which represents 44%
of Group sales

The majonty of the US subsidiary's revenue 15 sourced by imports from the UK and Europe These sales
are invoiced 1n US dollars The Group nenimuses the currency translation exchange risk by the use of
forward contracts The fair value of these contracts at 30th Apnl 2008 15 detailed below

The Group's exposure to movements in the US dollar 15 esimated at approximately £60,000 per one
cent movement i the dollar The Group has a natwral hedge between Euro costs and Euro revenues bul
this 15 dependent on maintaining Euro sales at therr current levels

About 27% of the sales of the Group are to customers in countries other than the UK and US Most of
these sales are invoiced in the currencies of the countnies involved The Group does not hedge currency
exposures on these sales using torward contracts as any exchange rate risk 15 considered to be
insignificant due to the offsetting effect of mports

The Group has continued 1ts policy of not hedging balance sheet translation exposures except to the
extent that overseas liabilties, including borrowings, provede a natural hedge It 15 also the Group’s
palicy not to hedge income slatement translation exposures

The balance sheets of overseas operations are translated into sterling at the closing rates of exchange for
the year and any exchange difference 15 dealt with as a movementan the foreign exchange reserve The
Income stalements of overseas business are translated at an average rate of exchange

Dernatives

The Group uses currency dervatves to forward buy ioreign currency in order to hedge future
ansactions and cash flows The Group 15 party to forward contracts denommated in US dollars to
eliminate transactional currency exposures on future expected sales in the US

At 30th Apnt 2008 the Group had 6 outstanding forward coentracts to sell USS1 milhion each with a
maturity date ranging from 18th November 2008 to 17th April 2009

The fair values of the Group's torward foresgn contracts based on market to market values using spot
rates at the balance sheet date are as follows

2008 2007
£000 £'000
Fair value of torward foregn currency coniracts a3 -

Caputal Disclosures
The directors consider the Group’s capital to consist of its share capual and reserves

The Group’s objective when maintaiming capital s to safeguard the Group s ability to continue as a going
concern so that it can continue to provide returns for shareholders and benefits tor other stakeholders

To the extent that the Group consider it has surplus capital 1t has been Group policy to return this o
sharehoiders through share buy backs

Other Financial Instruments

The book amount for trade and other recewvables cash and cash equivalents, bank overdrafts, and trade
and other payables with an expected life of 12 months or less, 15 considered to reflect its farr value
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Allotted, called up

Authonised and fully paid
2008 2007 2008 2007
21 Share Capital Ordinary shares of 10p each £3,300,000 £3,300,000 £1,536,000 £1,565,393
Number o1 shares 33,000,000 33,000,000 15,360,000 15,653,932

Allotted, called up and fully paid

2008 2008 2007 2007
Number £ Number £
Ordinary shares of 10p each
At beginning of year 15,653,932 1,565,393 17,090,000 1,709 000
Employee share oplions exercised 10,000 1,000 74,000 7,400
Purchase of own shares for cancellation (303,932) (30,393) (1,510,068) (151,007)
At end of year 15,360,000 1,536,000 15,653,932 1,565,393

Pursuant to the Company’s Executive Share Option Scheme, the following options, including options
held by Directors, have been granted and were outstanding at 30th Apnil 2008

Number of Number o Exercise price  Date of grant  Exercisable from  Expiry Date
shares option holders
15,000 2 83ip 06 04 99 06 04 02 05 04 09

Details of share options and shareholdings of Directors are shown i the Durectors” Report on pages 8
to 10

Share options over the ESOP shares are shown in note 14 on pages 32 and 33

10,000 ordinary shares of 10p each were ssued during the vear to satisfy the exercise ot emplovee share
aplions at an exercise price of 83p

During the year the Company purchased 303,932 ordinary shares in the market for cancellaton, for a
consideration of £465,000, representing approximately 1 9% of the issued share capital

Share
Share Capital ESOP Based Foreign
Premium Maerger Redemption Share Payment  Exchange  Retained
Account Reserve Reserve Reserve Reserve Reserve Farmings
£ 000 £000 £ 000 £000 E'000 £ 000 £'000
22 Reserves Group

At 1st May 2007 11,141 - 1,308 (157) 508 (539} 1,443
Share buybacks - ¢ - 30 - - - (465)
ESOP shares granted - - - 137 156 - -
Share option exercised 7 - - - - - -
Forergn Currency translation - - - - - 661 -
Profit retained - - - - - - 4,065
Dwvidends paid - - - - - - 604
At 30th April 2008 11,138 - 1,338 (20} 664 124 4,439

Company
Al 1st May 2007 11,141 10,762 1308 (157) 508 - 3,596
Share buybacks - - 30 - - - 465)
ESOP shares granted - - - 137 156 - -
Share option exerused 7 - - - - - -
Profit retained - - - - - - 3,427
Didends paid - - - - - - (604
At 30th April 2008 11,148 10,762 1,338 (20) 664 - 5,954
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Share
Share Captal ESOP Based Foreign
Premium Merger Redempton Share Payment  Exchange  Retained
Accaunt Resene Reserve Resene Resene Reserve Earnmgs
£000 £000 £000 £000 £000 £000 £000
22 Reserves Group

continued As at 1st May 2006 11,087 - 1,157 (287} 228 392 884
Share buybacks - - 151 - - - {3,093)
ESOP shares granted - - - 130 280 - -
Share option exercised 54 - - - - - -
Foreign Currency translation - - - - - (931) 353
Profit retained - - - - - - 3,899
Dvidends paid - - - - - - (600)
At 30th Apnl 2007 11,141 - 1,308 (157) 508 (539) 1,443

Company
As at 15t May 2006 11,087 10,762 1,157 287) 228 - 2,389
Share buybacks - - 151 - - - {3,093)
ESOP shares granted - - - 130 280 - -
Share option exercised 54 - - - - - -
Profit retained - - - - - - 4,900
Dunidends pad - - - - - - (600
Al 30th April 2007 11,141 10,762 1,308 (157) 508 - 3,596

The cumulative amount of goodwill wniter oft on
(2007 - £23,062,000}

all acqusibons to date s £23,062,000

Retained carmings includes £139,000 (2007 - £120,000), stated after deferred taxation ot £93,000
(2007 - £83,000), 1n respect of the pension scheme liabihty of the Group s defined benefit pension
scheme

The following describes the nature and purpose of each reserve within owners” equity

Rescrve Description and purpose:

Share capital

Share premium
Capital redemption
ESOP shares

Share based payment
Merger

Amount subscnbed for share capital at norminal value

Amount suhscribed for share capitad in excess of nominal valve

Amaunts transferred teom share capital on redemiption of 1ssued shares
Weighted average cost of own shares held by the ESOP trust

Difference hetween cost and tair value of ESOP optons granted

Premium on shares 1ssued to fund acquisitions prior to 1999, which s for used
for wrnc-off of goodwill on consolidation

Retaned earmings Cumulative net gains and losses recogmised in the consolrdated income

statement

2008 2007

£000 £'000

23 Group Reconciiation  Total recognised income relating to the year 4,728 3,360
of Movements in Dividends (604) 600)
Equity Repurchase of shares (465) (3,093)
Exeruise of share option 8 61

ESOP shares granted 293 410

et increase 1n equity 3,960 138

Equity at 15t May as previously stated 15,269 15,506
Prior vear adjustments - (375

Equity at 1st May 15,269 15,131

Equity funds at 30th Apnil 19,229 15,269
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24 Share Based Payment

The Group operates an equity-settled share based remuneration scheme for directors and employees
The conditions being that the individual remains an employee of the group over the vesting pertod and
in ceAain circumstances, the shares cannot be sold for a minmum of three years Share options vest
immediately The shares in this scheme are disclosed in the table below

2008 2008 2007 2007

Weighted Weighted

average average

exercise exercse
price  Number price  Number
Outstanding at 1st May £1total 600,000  £1 total 425,000
Granted dunng the year £1total 210,000 £1 total 200,000
Exercised duning the year Eltotal (50,0000 £1 ol (15,0000
Lapsed during the year £1 total - £l towal (10,000)
Outstanding at 30th Apnil Eltotal 760,000 £itoral 600,000

All of the options outstanding at the end of the year had vested and were exercisable (2007 — all)

The weighted average share price (at date ot exercise) ot options exercised during the year was 224 5p
(2007 - 209 Op}

The weighted average fair value of each option granted during the year was 164 Op (2007 - 241 0p) No
options lapsed during the year In 2007 the weighted average share price of each opton which lapsed
was 196 5p

Share based payment charge

In calculating the share based payment charge for the current year, the market value of the shares at the
date of grant was used as an approximation of the fair value of the share options 1ssued This charge has
been discounted at a rate 0f 15% to take mto account of the fact that the shares under option cannot
be sold within three years of the date of grant

2008 2007
E£'000 £000
The share-based remuneration expense (note 7) comprnses
Employce share option scheme 293 410

The Group also operates an approved executive share option scheme  No options have been granted
since October 2000 and there are currently no plans to grant options under this scheme The share
opuons outstanding under this scheme are disclosed in note 21

The Group did not enter into any share based payment transactions with parties other than emplovees
dunng the current or previous vear

25 Commatments Under
QOperating Leases

At 30th April 2008 the Group had 1otal commitments under non-cancelfable aperating leases as
follows

1008 2007
Land and Land and
Buildings Other Buldings Other
£000 E'000 £ 000 £:000
Operating leases which expire
No later than one vear 82 - 364 24
Over one year but not later than five years 932 51 546 3
tater than five years 2,226 - 1,789 -
3,240 a1 2,699 57

The majonty of leases of land and buldings are subject to rent reviews every 5 years
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26 Pension Commuiments Group compames previously operated a defined centribution pension scheme which was closed in
December 2006 and therefore no penston cost charge has been recorded in the current year (2007 —
£16,085)

Group companies also make pension contributions for eligible employees 1o group personal pension
schemes  These schemes are independently administered The pension cost charge represents
comnbutions payable bv Group compames 1o the schemes during the vear and amounted to £268,716
(2007 - £281,2849)

The Group’s US subsidiary Cowtan & Tout operates a funded benefit punsion scheme This scheme
relates to the acquisition of Jack Lenor Larsen on st july 1997 The scheme was closed to new members
on 31st December 1997 Existing members’ current penston contnbutions were transferred to a defined
contribution scheme and hence all future benefits became fixed on the date the stcheme was closed The
maost recent actuanal valuation of the fund was on 30th Apnil 2008 using the projected umt credil
method As the scheme 15 ¢losed to new members and all benefits have been frosen, assumptions
concerning inflation and the rate of increase ot salanies, pensions and deferred pensions are not
applicable The rate used to discount scheme habilities was 5% (2007, 2006 — 5%) The market value
of investments at 30th April 2008 was £634,874 (2007 - £674,042, 2006 - £769,097), all of which have
an expected long term rate of return of 5% (2007, 2006 - 5%) Due o the nature of the investiments,
the actuanal value of the assets and the market value are the same The present value of scheme
liabxlties at 30th April 2008 was £867,341 {2007 - £877,056, 2006 - £996,004), resulting in an
unfunded actuanal accrued liability of £232 467 (2007 — £203,014, 2006 — £226,907} An accrual of
£232,000 (2007 - £203,000, 2006 - £227,000) covenng the unfunded actuanal accrued hability 1s
included n the Group balance shect together with a related deferred tax asset ot £93,000 (2007 -
£873,000, 2006 - £93,000)

The fair value of the assets in the scheme and the expected rate of return at 30 Aprel 2008 were

2008 2007 2006 2005 2004

£'000 £'000 £000 £'000 £7000
Cash and cash equivalents 14 21 25 762 892
Fixed mcome 335 334 395 - -
Equities 286 319 349 - -
Total market value ol assets 635 674 769 762 892
Present value of scheme habibhities (867) {877} (996) (951} (1,051)
Deficat in scheme (232) 203 (227) (189 (159)
Related deferred tax asset 93 a3 91 77 65
Net pension hability (139 120} (134 (1 94)
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2008 2007
£'000 £000
26 Pension Commitments Movement in defiat duning the year
continued Defiat in scheme at 1st Mav 2007 {203) (227)
Finance charge (a0 {1R)]
Actuanal gains and losses (17} 12
Currency translation differences 2 23
Deficit in scheme at 30th Apnl 2008 (232) {201
% scheme % scheme % sche me ¥, scheme Yo scheme
008 assets/ 2007 assels/ 2000 LR 2005 assels/ 2004 assers/
£000 habilities £000 hatlines £000 llabilies L0000 Ihbilines £000 labilimes
Historv of
experience
guns and Josses
Actual return
less expected return
on pension scheme
assels (6) (10%) 19 (2 5%} 3 QR 32 42% 30y 3 4%
Experience
lexsses arising on
the pension scheme
hahilives a1 13% 7y 07% (20 20% 4 04% 200 1 9%
Actuanal loss {(17) (2 0%) 12 {12%) 7y 17% {360 3 7% {50 48%

27 Guarantees

The Company has grven an unlimited guarantee to HSBC to secure all the present and tuture
indebtedness and habilities to the Bank of the Company, Colefax and Fowler Incorporated and Cowtan
& Tout Incorporated There 1s a cross guarantee betwecn the Company and each of its U K subsidiaries
in respect of their overdraflt facthities At 30th April 2008 the value of subsidary overdrafis covered by
the guarantee amounted to £1,442,957 (2007 - £1 530,779)

28 Evenls after the
balance sheet date

On 22nd May 2008 the Group purchased for cancellation 500,000 shares at o price of T 70p per share
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2008 2007 2006 2005 2004

IFRS IFRS UK GAAP UK GAAP UK GAAP

£000 £000 £000 £000 £°000

Revenue 78,181 71,013 68,361 64,455 63,381

Profit from operations 6,081 5,842 4,419 3,427 3,187

Profit before taxation 5,942 5,806 4,094 3,147 2,910

Profit attributable to shareholders 4,065 3,899 2,824 2,209 1,933
Basic earnings per share 27.5p 24 8p 17 4p 13 1p 10 4p
Diluted earnings per share 26.1p 23 9p 16 8p 13 Op 102p
Dividends per share 4.20p 4 00p 375p 3 50p 3 40p

Equity 19,229 15,269 15,506 12,426 12,745

Operating cash flow 7,027 8,034 7.556 4,786 6,499

Net funds/(debt) 2,419 363 (300) {4,051) (2,773)
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Notuice 15 hereby gwven that the 2008 Annual Ceneral Meeting of Colefax Group plc will be held at
19-23 Grosvenor Hill, London W1K 3QD on 16th September 2008 at 11 00 am o transact the following
business

Ordinary Business

1

S

To receve, and i thought fit, 1o adopt the audited Annual Accounts of the Company for the year ended
30th Apnl 2008, together with the reports of the Directors and of the auditors thereon

To declare a final dividend of 2 65p per ordinary share

To re-appoint BDO Stoy Hayward LLP as auditors of the Company from the conclusion of this Annual General
Meeting until the conctusion of the next general meeting of the Company at which accounts are laid

To authonse the Directors to determine the remuneration of the auditors

To re-elect A K P Smiuth, who retires by rotation, as a Director

Special Business

To consider and, »f thought fit, to pass the following resolutions of whech resolution 6 will be proposed as an
ordinary resolution and resolutions 7 and 8, will be proposed as special resolutions

6

THAT the Directors be and are hereby generally and unconditionally authonsed pursuant to Section 80 of the
Companies Act 1985 {the "Act") to exeruise all or any of the powers of the Company o allot relevant secunities
{within the meaning of that section) of the Company up to an aggregate nomnal amount of £1,825,000 (being
the amount of the authonsed but unissued share capital of the Company) for a period expinng (unless
previously renewed varied substituted or revoked by the Company in general meeting) fifteen months aiter the
passing of this resolution or at the conclusion of the next Annual General Meeting of the Company iollowing
the passing of this resolution, whichever first occurs, save that the Company may prior o such expiry make
an offer or agreement which would or might require relevant securities to be allotted after such expiry and the
Directors may allot relevant secunties pursuant to any such offer or agreement and so that all previous
authorities given by the Company 1n general meeting pursuant to Section 80 of the Act are revoked (save 1o
the extent relied upon prior to the passing of this resclution)

THAT, subject 1o the passing of Resolution 6, the Directors be and are hereby generally empowered pursuant
to Section 95 of the Act to allot or make offers or agreements to allot equity securities (within the meaning of
Section 94(2) of the Act) of the Company pursuant to the authonity conferred by Resolution 6 as «f Section 89(1)
of the Act did not apply to such allotment prowided that this power

(a) shall expire fifteen months after the passing of this resolution or at the conclusion ot the next Annual
General Meeting of the Company following the passing of this resolution, whichever first occurs, save that
the Company may prior to such expiry make an offer or agreement which would or might require equity
securities to be allotted after such expiry and the Directors may allot eguity securities pursuant to any such
offer or agreement, and

(b) shall be hmuted to

(n allotments of equity secunties where such secunties have been offered {whether by way of nghts
1ssue, open ofter or otherwise) to holders of equity secunties 1n proportion (as nearly as may he) to
their existing holdings subject enly to the Directors having a night to make such exclusions or other
arrangements 1n connection with such offering as they deem appropriate, necessary or expedient,

(A) to deal with equity securities representing (ractional entitfements, and

(B) to deal with legal or practical problems under the laws of, or the requirements of any recognised
regulatory body or any stock exchange 1n, any territory, and

() allotments of equity secunities for cash otherwise than pursuant to paragraph (1) up to an aggregate
normunal amount of £74,300
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8 THAT the Company be generally and unconditionally authorised to make one or more rmarket purchases
(within the meaning of s163 (3) of the Act) of ordinary shares of 10p each in the capital of the
Company("ordinary shares") provided that
(a) the maximum aggregate number of ordinary shares authonised to be purchased 15 2,229,000 (representing

15% of the issued ordinary share capital),

(b the mimmum pnice which may be paid for an ordinary share 1s 10p,

{c} the maximum price which may be paid for an ordinary share 15 an amount equal to 105% of the average
of the middle market quotations for an ordinary share as derived from The London Stock Exchange Darly
Qificial List for the five business days wamediately preceding the day on which that ordinary share 1s
purchased,

(d) this authonty expires at the conclusion of the next Annual General Meeting of the Company or within
twelve months from the date of the passing of this resolution, winchever is earlier, and

(e) the Company may make a contract to purchase ordinary shares under this authonty before the expiry of
the authonty which will or may be executed wholly or partly after the expiry of the authonty, and may
make a purchase of ordinary shares in pursuance of any such contract

By order of the Board Registered Office

R M Barker BSc ACA 39 Brook Street

Secretary London W1K 4JE

24th July 2008

Notes

1

Onlv those members entered in the register of members of the Company as at 6 00 pm on 14th September 2008 shal! be
cntitled to attend and vote at the above meeting in respect of the number of shares registered in their name at that tme
Changes to entries in the register of members after 6 00 p m on 14th September 2008 shall be disregarded in determining
the rights ol any person to attend and vote at the mecting

A member enntled to attend and vote at the mecting 15 entitled to appuint one or more proxies to attend, speak and vote,
on a poll on histher behalf A proxy need not be a member of the Company A Form of Proxy 15 enclosed [f you require
additonal forms, please contact Computershare Investor Services on 0870 702 0003

A member may appoint more than one proxy in relation to a meeting, provided that each proxy 1s appointed to exercise
the rights attached 1o a different share or shares held by him

Members who are unable to be present at the Annual General Meeting are invited 10 complete and return the Form of Proxy,
which in order to be etfective, must reach the Company’s registrars not less than 48 hours before the ume appointed for the
meeting The lodgement of a Form of Proxy, other such instrument or any CREST Proxy Instruction (as described in paragraph
below) will not preclude a shareholder from attending and voting at the meeting in person

In order to facditate voling by corporate representatives at the meeting, arrangements will be put in place at the meeting so
that

(tt if a corparate sharcholder has appointed the Chairman of the meeting as s corporate representative with instructions
to vote on a poll in accordance with the directions of all of the other corporate representatives for that sharcholder at
the meeting, then on a poll those corporate representatives will give voting directions to the Chairman and the
Chairman will vate {or withhold a vote) as carporate representahive in accordance with those directions, and

{1 1f more than one corporate representative for the same corporate shareholder attends the meeting but the corporate
shareholder has not appointed the Chairman of the mecting as its corporate representative, a designated corporate
representative will be nominated trom those corporate representatnes who attend, who will vote on a poll and the
other corporate representatrves will give voting directions to that designated corporate representative

tun Corporate shareholders are referred to the guidance issued by the Institute of Chartered Secretaries and Admunistrators
an proxies and carporate representatives  See wwawviesa org uk for further details of this procedure The guidance
includes a sampte form of representation letter if the Chairman 1s being appointed as described n (1), above
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Further detais ot the resolutions proposed at this Annual General Meeting can be found 1n the Directors’ Report on pages
B8 to 10 The following documents will be available for inspection at the registered office of the Company during normal
business hours on cach business day from the date of the notice convering the Annual General Mceting up to the close of

the meeting
(1 the Register of Interests of Directors (and their families) in the capital of the Company, and

(m copies of all contracts of service under which Dhrectors of the Company are employed by the Company or any of its
subsidianies




