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Chairman’s statement

| am pleased to present our results for the year ended
31 January 2010

When we started the financial year in February 2003, trading
condiions were difficult in an uncertam economic chmate
Retallers were unsure of demand and consequently were
de-stocking some product lines and buying others cauticusly
The trend towards diwect delivenes ("FOB™ sales} to our
customers arranged by our Hong Kong office, which exclude
distribution costs, continued This has the effect of reducing
revenue for the same quantities sold Despite these factors,
we continued to follow our strategy of mantaining profitability,
to reduce borrowings and to strengthen the balance sheet. |
am therefore pleased to report that revenue for the year ended
31 January 2010 increased 1 5% to £35,678,000 from £35,161,000
in the prior year There was a profit before goodwill impairment
and taxation of £1,023,000 compared to £1,018,000 last year
Profit after goodwili impawrment and before taxabon was
£1,023,000 {2009 - £593,000)

Basic earnings per share was 1767p per share compared
with 534p last year, after adjusting for the share capital
recrgamisation that took place in September 2009

The balance sheet continues to strengthen with cash less
nvoice finance habiity as at 31 January 2010 being £1,190,000,
an improvement of £1,658,000 over the previous year

Woe do not propose to pay a dvidend but will keep the position
under review

Further details of the operational actuvities can be found in the
Business review on page 3

Share capital reorganisation

The share capital recrganisation was approved by shareholders
at a General Meeting held on 24 September 2009 Before
the reorganisaton the Company had approximately 17,500
shareholders, a large proporhion owning & small number
of shares that would be uneconomic to sell As part of the
reorganisation small shareholders were able to receve cash
for their shares without incurnng dealing costs The Company
was also able to purchase 263,080 of s own shares and hold
them n treasury, taking the total shares held in treasury to
519,080 Following the reorgamisatton we had fewer than 5,000
shareholders We estimate this will save nearly £50,000 per
annum in administration costs

We will be sending out a letter in May to small shareholders
gwing them the chance to sell thewr shares without deahing
costs

Pensions

The Group operates two pension schemes that have defined
benefit habiities Both of these schemes have no actwve
members and are closed to new members Despite this, these
schemes continve to utihse cash resources and management
time as government legislavon and actuanal views change
Dunng the year £191,000 was paid into the schemes to
reduce the deficits in the funding and over £76,000 was paid
out in government levies and admunistration costs Despite
a nise n the value of investments, changes in the Actuary's
mortality assumptions and discount rates have increased the
net deficit in the schemes from £964,000 as at 31 January 2009
to £1,450,000 as at 31 January 2010

Employees

We wish to thank all management and employees for their
contnbution in increasing the Group's profitability in difficukt
times The established team of management and staff have the
skills required to take the busmess forward

In the last few months we have appointed two non-executive
Directors Thew biographes are shown on page 4 Simon
Mornis brings a wealth of City expenence in the mud-cap
corporate market and will no doubt be a valuable contributor
Andy Bestwick 1s another excellent addmion to the Board,
bringing us expenence in areas of product development,
sourcing and sales which are very much alhed to those
of Tandem

| waill not be standing for re-elecbon at the AGM te be held on
21 June 2010 Immediately following the AGM, Mervyn Keene
will be appoimnted non-executive Chairman of the Company
Mervyn has managed the Group for a number of years and
has been responsible for leading the team that has delvered
consistent profitability aver the last four years, with profit
before tax and goodwill impairment of over a million pounds
in each of the last three years In addimon, the balance sheet
has strengthened considerably with the profit ehminating
bank barrowings at 31 January 2010 At the same time Steve
Grant, our Commercial Director, will be appowmnted Group Chief
Executive and Jim Shears, currently Group Financial Controller
and Company Secretary, will be appomnted Group Finance
Director | am confident that these changes will continue
to take the business forward and enable future growth
and development.




EU Customs issues

A number of European bicycle companies have recewved
notfication from the EU Customs authorities that Generahsed
System of Preferences {GSP} forms 1ssued by the Cambodian
government between 2007 and 2009 were valid The impact
of this 1s that 1t 1s alleged duty should have been paid at the
full rate rather than the zero rate charged at the time of the
inportstion We understand that those companies affected
are appealng agamst the notfication Although we have
purchased a significant number of bicycles from Cambodia
we have not receved any notice to this effect. If we recewve
such notice, it 1s the Board's intention to vigorously defend and
appeal agamst it as we beheve there is no hahihity and strongly
consider that we have acted properly and m good farth at afl
times

We have, however, receved notficaton from HM Revenue
& Customs affirming their intention to seek cenfirmation
from the authorties in Indonesia and Bangladesh that
bicycles purchased from these countnes and admitted to
the United Kingdom at a preferenual rate of Customs duty
were manufactured there in accordance with the rules of
onigin Once again we consider that we have acted in good
farth in respect of these imports, in all cases having receved
preference certificates which have been issued by the proper
authority in each exporting country Over the last three years
we have benefited from a reduction in duty of approximately
£3 mithon through 5SP forms 1ssued by foreign governments

Outlook

The Group has traded well during a very drfficult economic
period We have been and continue to be faced with very
significant cost pressures in respect of US dollar volatlity,
mcreases tn freight and raw matenal prices, shipping Jine
disruptons and Far East labour shortages. Sales for the
12 weeks to 23 April 2010 were 24% up on the previous year
We behlieve this growth 1s unlikely to contnue into the second
quarter as we recewed a large order for bicycles from a
national retailer in the comparative period last year We have
secured bustness from the same retailer this year but at lower
volumes

Revenue for the year to 31 January 2011 1s currently expected
to be shghtly down on the previous year principally due to the
reduction in national retailer sales on bicycles and competition
from new licences on sports, lersure and toys Gross margin
and profitability will also be under pressure as a result of the
issues referred to above

In spite of very competrive market conditions, we have
over the last four years managed to mamntan profitability
and to strengthen our balance sheet Current markets are
partieclarly challenging but the Group 1s now In a position to
actively explore opportunities for growth in our bicycles and
accessories and sports, leisure and toys businesses, both
organically and by acquisttion

In the year to 31 January 2010 the spons, leisure and toys
business was significantly more profitable than bicycles
However, although this sector can grow profits rapidly, the
nature of character licences make 1t far more volatle By
contrast, the bicycle business, with our well established
brands, provides a platform for steady pregression We believe
that the development of both busmesses enhances the ablity
of the Group to achieve growth in the long term

Further detalls about current trading and prospects are
contamed in the Business review on page 3

Graham Waldron
Chairman
28 April 2010




Operations

In the second half of the year revenue was 24% down
on the same penod m the previous year The gross margn
percentage was in Jme with the comparative penod last year
With overheads in the second half down 3 3% operating profit
before goodwill impairment was 3 6% higher

Revenue for the year ended 31 Jenuary 2010 mcreased
15% to £35,678,000 from £35,161,000 last year Gross margin
percentage reduced due to a change i the mix between
direct bulk delweries and sales from our UK warehouses
Rising costs w1 Asia and the volaule US dollar aiso had a
negative impact on gross margm To counter this, operating
expenses were 14% down on the previous year There were
reductions across most overhead categories, mast notably
establishment costs, with the closure of a warehouse facility
However, the Board recogmsed the need te continue to
promote brand awareness and accordingly adverbsing and
marketing expenditure increased over the previous year

This has resulted in a profit before goodwill impairment and
taxation of £1,023,000 compared to £1,018,000 last year Profit
after goodwill impairment and before taxation was £1,023,000
{2009 - £593,000)

Bicycles and accessones

Revenue wn our bicycles end accessories businesses of
£21,951,000 was 11 1% ahead of last year {2009 - £19,763,000)
The operatng proftt before management charges and
goodwill impairment was £689,000 (2009 - £1,148,000)

Improved sales to national retallers increased revenue
A proportion of this business was shipped direct to our
customers from our overseas productien sources and as such
had lower margins with no distnbution costs and minimal UK
overhead Akhough our unit selling prices increased it was
not possible to recover the full impact of rising costs in Asia
and the volatile US dollar and as a consequence marg:ns in
the bicycle businesses were lower

Unit sales to independent bicycle retalers were down on
last year but with customers moving to models with higher
price ponts, average selling price and therefore revenue
in this sector was up The Claud Butler and Dawes brands
increased revenue Sales of tradittonal bikes with mudguards,
padded leather look seats, stands and baskets for ladres were
considersbly up on last year

We continue to wavest in marketing to support the brands
by attending bicycle events, trade fairs and supporting
customers with promotional hiterature, point of sale matenals
and equipment. Hits on pur websites have increased as our
brands develop further This I1s a posrtive sign in a highly
competitive market.

The stock of bicycles as at 31 January 2010 was over 33%
down on the previous year This was primanly due to the
shipping of the 2009 range ahead of the two week closure
for Chinese New Year which fell on 26 January 2009 As
these goods were in transit prior to the year end they were
classified as stock. In 2010 Chinese New Year was later, on
14 February 2010, enabling shipment of the new 2010 range
after 31 January 2010

Bicycles revenue for the 12 weeks to 23 Apnl 2010 was 13%
up on the previous year We expect revenue to be betund
last year in the second guarter due to a reduction in sales

to national retallers mentoned in the Chairman’s statement.
However, increasing levels of demand from independent
retatlers combined with good weather during the summer
should help to mitigate this shortfall

Sports, leisure and toys

Revenue from our sports, leisure and toys business of
£13,727.000 was 10 9% down on last year (2009 - £15,398,000)
Operating proft before management charges ncreased to
£1,201,000 {2009 - £808,000)

The demise of Woolworths, one of our largest customers, in
late 2008 and the conttnued trend towards direct deliveries
arranged by our Hong Kong office, which exclude distrbution
costs, reduced total revenue Sales of Barbe and In the Night
Garden were down on the same periwod lastyear whilst Thomas
and Friends revenue was up signtficantly However, the big
success of the year were the Ben 10 wheeled products which
won the award for Best Licensed Toy or Games Range at the
industry’s Licensing Award ceremony in September 2009
Sales of this range considerably exceeded expectations

Our conunued product development and innovative design
enabled us to sustain our posimon as marketleader for hicensed
wheeled toys Although this helped to maintain margins in the
sports, leisure and toys business, the maim improvement to
profitabibty was as a result of overhead savings The increase
towards FOB sales tacilitated the closure of a warehouse and
further reduced expenses in the UK

Whilst cur Ben Sayers golf business suffered from
recessionary pressures and poor weather, we benefited
from a camplete period of the integration within the MV
busmess reducing overheads further A focus on new product
development and strong product reviews has led to increased
revenues for the 12 weeks to 23 Apnil 2010

Some large national retailers are developing their own brands
rather than using well known hcensed brands They can
design and source these products themselves or buy them
from expenenced companies such as us Itis a credit to our
product development and sourcing teams that we are able
to secure these sales ahead of the competition, albet at
lower margins

The success of our sports, leisure and toys business depends
on securing hcences that perform well, designing and
developing product and sourcing at competitive prices We
have experienced staff both in the UK and Hong Kong that
achieves success at these tasks

We have taken on a number of new bicences for 2010 These
new hcences, parucularly in wheeled toys, include Moxie
Girlz, Iron Man 2, Star Wars and Doctor Whe Due to the
nature of the business we are already creating products for
the 2011 ranges and have successfully secured lcences for
Ben & Holly's Littie Kingdom, Tinga Tinga Tales and Angelina
Ballerina

Sports, leisure and toys revenue for the 12 weeks to
23 Apnil 2010 was 43% up on the previous year Whilst this
ts a promising start to the year, we anticipate that revenue
may fall hehind last year in the second half due to the hugh
levels of sales for Ben 10 0 the same period of last year and
competrtion from new licences However, we are encouraged
by the potential that our new licences are showing




Directors’ report

The Directors submit thew annual report with the audited
financial statements for the year ended 31 January 2010

Principal activity

The Group 1s principally engaged in the design, development,
sourcing and distribution of sports and lessure equipment. The
Chairman’s statement and Business review on pages 1 1o 3
should be read in conjunction with this report.

Results and dividend

The results for the year ended 31 January 2010 are set out in
the consolidated income statement on page 9 No dwidend
has been paid or declared for the year (2009 — £ml}

Significant shareholders

As at 28 Apnl 2010 the Directors have been notthed of the
following interests representing 3% or more of the i1ssued
ordinary share capital The percentage holdings exclude
519,080 shares held in treasury

Ordtmary
Shares
of 25p %
Mr A Burgess 661,750 120
Jupiter Asset Management 519,040 94
Barclays PLC 406,560 74
MrM P J Keens 173,960 32
MrRC LDavies 171,920 3
Directors
The present Birectors are as follows
G Waidron

Graham was non-executive Chairman of Casket plc which
the Company acquired in 1983 He became Chairman of the
Group in 1996 He s Chairman of Headlam Group plc and was
formerly a non-executive Director of Ryland Group ple

M P JKeene

Meirvyn joined the Company in 1989 and became Managing
Director of the former Garden Leisure Division He was
appointed Group Finance Director in 1993 He 15 a Fellow of
the Association of Chartered Cerufied Accountants

§JGrant

Steve joned MV Sports & Leisure Lmited from the
accountancy profession in 1930 becoming Finance Dwrector n
thatyear He was appoited Managing Director of MV in 1956

J 8 T Mornis (appomted 22 March 2010)

Simon has worked in corporate finance for over 30 years,
mimally at Lazard Brothers and Dillon Read and later with
MS8 Corporate Finance and Smith & Willamson He 15 an
experienced non-executive Director

A Q Bestwick (appamted 14 April 2010)

Andy was formerly Managing Birector of Gardman Holdings
Limited He has considerable experience n product development,
sourcmg and supply chain management, especially from Asa,
and selling to national and independent retailers

The interests of the Directors who served duning the year and
their immediate families (as defined by the Companies Act
2006) tn the shares of the Company are shown below

Held beneficially and fully paid

Restated

28 April 31 Jamvary 1February

2010 2010 2009

25p ordinary 25p ordinary 25p ordinary

shares shares shares

G Waldron 58,400 58,400 58,400
MP J Keene 173,960 173,960 144,000
S J Grant 56,000 56,000 48,000

In accordance with the Articles of Associanon, G Waldron,
whose service contract may he terminated by erther party
giving 6 months’ written notice, retires at the Annual General
Meeting and does not offer hmself for re-election

In accordance with the Articles of Associaton, J S T Morns
and A Q Bestwick, whose service cantracts mayhbe termnated
by either party giving 6 months’ written notice, retire at the
Annual General Meeting and offer themselves for re-election

Details of the Directors” share options are disclosed in note &

Directors’ and officers’ liability insurance
Directors’and officers’ iability msurance has been purchased
by the Group durmg the year

Business review

A review of the Group's trading operations 15 contamed in
the Business review on page 3 We produce a wide variety
of daily key figures for all of our businesses that enable us to
identify performance agamst budget and the previous year
The key performance indicators are as foltows




2010 2010 2009

Actual Target Actual
Gross profit margin 211% 289% 312%
The ratioc of gross profit to sales expressed as 8 percentage
Turnover per employee £357,000 £295,000 £320,000
The total of sales invoiced to customers, excludng value added tax, divided
by the average number of employees during the penod
Net operating expenses % of sales 237% 26 5% 230%
The ratio of net operating expenses, before goodwill impatrment and
excepuional items, to the total of sales invoiced to customers, exciuding
value added tax, expressed as a percentage
Interest cover 128 12 16
The ratio of operating profit before goodwill impairment and exceptonal items,
to net interest payable on bank overdrafts and invorce finance faciliies
Shareholders return 146% 9 4% 107%
The ratio of net profit for the year before goodwill imparrment and exceptional
items to shareholders’ funds at the start of the year expressed as a percentage
Adjusted earnings per share — pence 1717 1.4 125

The net profit for the year before goodwill impairment and exceptional tems
divided by the weighted average number of ordinary shares in i1ssue during the year

Environmental pelicies

The Board welcomes the government's “Cyching England’,
‘Cyching City, Cyching Towns' and *Bikeabibty’ intiatives and
its ongoing objective to increase the Natopal Cycle Network
throughout the country As a major suppher of bicycles and
wheeled toys in the UK we beheve that we are contnibuting to
a sustainable transport strategy, improving the environment
by providing an emission free transport alternatve and
encouraging better health and fitness of the nation

Corporate social responsibility

The Group has a Corporate Sccial Responsibility Committee
{CSRC) which meets regutarly, with members fram each of the
Group’s operations, including the Hong Kong office

The CSRC i1s responsible for ensunng that each business inthe
Group operates to the same broad guideines defined in the
Group policy statement issued by the CSRC Tiis statement
deals with health and safety, employee well being, the Group's
impact on the environment and its social responsibihity

Every new or prospective suppher must satsfactonly
complete an audit before being validated by the Group Follow
up audits are undertaken on a regular basis once supplers
are accepted With the benefits of language and location, the
Groups Hong Kong office 1s able to control the audits of the
supphers in Asia Cther supplier audsits are controlied fram
the UK

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

Employment policies

It 1s the policy of the Group that there should be no unfair
disenmination in considering applications for employment,
including those from disabled persons All employees are
gven equal opportumties for career development and

promotion Health and safety committee meetings are held
within the operating businesses

The necessity and smportance of good communications and
relatons with all employees 1s weli recognised and accepted
throughout the Group Employees are kept fully aware of
management pelicies applicable to thewr respective duties
The Directors are committed to the pnnciple of employee and
executwe share partcipation as ewidenced by the existence
of share option schemes Options are granted under these
schemes in order that employees can participate in the
Group's performance

Policy on payment of suppliers

Payment terms with supplers are agreed before contracts
are placed. It s the Group's code to abide by agreed payment
terms with supplers The trade credtors of the Group at
31 January 2010 represent 39 days (2009 — 65 days) as a
proportion of the total amount nvoiced by supphers during
the year

Pnocipal risks and uncentainties

The managementofthe business and the nature of the Group's
strategy are subject to a number of nsks and uncertainties
The Dwectors have set out below pnncipal nsks facing
the business

Suppliers

In order to achieve competitively priced products the Group
has cutsourced production, mainly to countries in Asia Risks
and uncertainties of this strategy include management issues
ot the factories, the possibility of changes in tmport dutes
and shipping delays We manage this nsk by having a local
office in Hong Kong with a team that works closely with the
factonies and we develop contingency plans should the need
anse to make changes




Directors’ report continued

Fluctuations in currency exchange rates

A signficant amount of the Group’s purchases are made in
US dollars As a Group, we are therefore exposed to foreign
currency fluctuations The Group manages s foreign
exchange nsk with forward foreign exchange contracts and
other financial instruments to reduce the exposure i these
activites do not mibgate the exposure, then the results and the
financial condiion of the Group may be adversely impacted

Licences

A number of the Group’s brands are used under hcence from
global hicensars The licences are generally for between twe
and three years [f the icenses are not renewed the Group
would have to seak alternative icenses in order to avoid a
reduction Iin turnover

Competition

The compantes :n the Group operate in highly competitive
markets As a result there 1s constant pressure an margins
and the additional nsk of being unable to meet customer's
expectations Policies of supply chain management and
product development are in place to mitigate such risks

Volaulty mn financial markets may require further cash
contribution to our pensien fund

The Group has commitments under defined benefit pension
schemes The Group 1s obhged to make contnbutions to the
schemes based on actuanal valuations, which in turn are
based on lang-term assumptions Volaulity of the financial
markets can affect the value of the assets in the schemes and
may lead to a requirement to increase the cash contributed
by the Group to the schemes |f the Group 1s required to make
significant additional contnbutions, the financial positon
of the Group may be matenally affected with 8 significant
reduction in operating cash flows |n turn, this may adversely
impact future developments of the business

Financial nsks

The main fisks ansing from the Group's financial instruments
are nterest rate nsk, hquidity nsk, credit nsk and foreign
currency sk The Board reviews and agrees pohcies for
managing each of these nisks A summary of these risks 1s
disclosed in note 16

Statement of Directors’ responsihilities

The Directors are responsible for prepanng the annual report
and financial statements i accordance with applicable taw
and regulations

Company law requires the Directors to prepare financial
statements for each financial year Under thet law the
Directors have to prepare the Group financial statements in
accaordance with International Financial Reporting Standards
{IFRS) as adopted by the European Unton, and the Directors
have elected to prepare Company financial statements
in accordance with United Kingdom Generally Accepted
Accounting Practice (UK GAAP) The financial statements are
required by law to give a true and fair view of the state of
affarrs of the Group and the Company and cf the profit or loss
for that peniod In preparing these financial statements, the
Directors are required to

@ select suteble accounting pobicies and then apply them
consistently;

e make judgements and estimates that are reasonable and
prudent;

» state whether applicable accounting standards have been
followed, subject to any metenal departures disclosed and
explamed in the financtal statements,

@ prepare the financial statements on the going concern
basis unless 1t 1s inappropriate to presume that the Group
and Company will continue in business

The Directors are responsible for keeping adequste
accounting records that disclose with reasenable accuracy
at any tme the financial posiion of the Group and the
Campany and enable them to ensure that the financial
statements comply with the Compames Act 2006 They are
also respons:ble for safeguarding the assets of the Group and
the Company and hence for takeng reasonable steps for the
prevention and detection of fraud and other irregulanyes

In so far as each of the Directors 1s aware

@ there is no relevant audit information of which the Group's
audrtors are unaware, and

o the Directors have taken all steps that they ought to have
taken to make themselves aware of any relevant audnt
information and to establish that the auditors are aware of
that infarmation

The Directors are responsible for the mantenance and
integrity of the corporate and financral mformation included
on the Group’s website Legislation n the United Kingdom
governing the preparation and dissemmation ol financial
statements may differ from legislation in other junsdictions

Auditors

A resolution to reappomt Grant Thorntan UK LLP as the
Company's audritor will be proposed atthe forthcoming Annus!
General Meeting

Annuval General Meeting

The notice of the Annual General Meeting includes Resolution
No 5 proposed as special business This resolution seeks the
authonty from shareholders for the Company to purchase its
own shares The Company would only exercise the authority
if the effect of doing so would be to increase the earnings
per share of the remaming shareholders and be in the best
interests of shareholders generally In addmon, in exercising
suth authority, the Company would comply with the currem
guidehnes of the ABI and the UK Listing Authority

By Order of the Board
JC Shears

Company Secretary
28 Apn 2010




Corporate governance statement

The princtpal steps taken by the Group are set out below

The Company s controlled through the Board of Directors
which compnses two executive Directors and three
independent non-executive threctors The service contracts
of the two executive Directors may be termunated by esther
party giving 12 months’ wntten notice The remuneration
and other emoluments of executive Directors and semior
managers are determined by the Remuneration Committee, of
which 6 Waldron and J S T Morns are members Executve
remuneration packages are subject to an annual review and
are designed to attract, motvate and retain Directors and
semor managers of a8 high calibre

The Board has a formal schedule of matters reserved to
it and meets monthly |t s responsible for overall Group
strategy, acquisiton and divestment policy, approval of major
caprtal expenditure projects and consideration of significant
financing matters It monitors the exposure to key business
nsks and reviews the strategic cirection of its trading
businesses, theirr annual budgets, their progress towards
achievement of those budgets and their capital expenditure
programmes The Board also considers environmental and
employee i1ssues and key appointments All Directors will
submit themselves for re-election at least once every three
years

The Board has established three committees The Audit
Committee meets as appropnate to review the Group's
accounting policies, reporting procedures and financial
matters, with the Finance Director and the external auditors
mn attendance The Nominations Committee meets when
apphicable to constder and recommend to the Board changes
in the Board’s composiion The Remuneration Committee
reviews the terms and condmons of employment of the
Directors and semor managers G Waldron and J ST Mormns
are members of the Audit and Remuneration Committees
G Waldron and A 0 Bestwick are members of the Nommations
Committee Independent external advice is taken when
appropnate

The Group encourages two-way communication with both
its institutional and private mvestors and responds quickly
to all queries receved verbally or in writing The executive
Directers attended meetings with institutional shareholders in
the year ended 31 January 2010

The Group has a comprehensive system for reporing
financial resulis to the Board Each operating unit prepares
monthly results with a companson against budget. Towards
the end of each financtal year the operating units prepare
detailed budgets for the following year Budgets and plans are
reviewed by the Board befare being formally adopted

Qualty and integnty of personnel 1s regarded as wital to
the maintenance of the Group’s system of internal control
Due to the relatively small number of key employees within
the busmess, the Board has first hand knowledge of their
perfermance

The executive management has defined the financial controls
and procedures with which each ¢perating unmit 35 required
to comply Key contrals over major business nsks include
rewiews agamst performance wndicators and exception
reporting The operating units make regular assessments
of the extent of thew complance with these controls and
procedures

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

With a substantal part of purchases i US dollars, hedging
against foreign exchange fluctuations in this currency 1s
recognised by the Directors as a key responsibility The
prudent use of varnous financial instruments minimises
vulnerability to the volatlity of the US dollar that may affect
this net exposure

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

The Group meets its day to day working capital requirements
through cartain gverdraft faciities The bank facitities wara
renewed n Apnil 2010 and the Group expects to operate within
the faciites currently agreed Based on the Group's plans,
and after making enquines, the Directors have a reasonable
expectation that the Group has adequate resources to
continue operations for the foreseeabls future For this
reason, the Directors continue to adopt the going concemn
basis in prepanng the financial statements




Report of the Independent Auditor

to the members of Tendem Group plc

We have audited the financial statements of Tandem Group
plc for the year ended 31 January 2010 which comprise the
consolidated income statement, the consohdated statement
of comprehensive ncome, the consclhdated balance
sheet, the consolidated statement of changes in equity, the
consohdated cash flow statement, the Company balance
sheetand the related notes The finanecial reporting framework
thathas been applied in the preparation of the Group financial
statements s applicable law and International Financtal
Reporting Standards (IFRSs} as adopted by the European
Union The financial reporung framework that has been
apphed m the preparation of the parent Company financtal
statements s apphcable law and Uruted Kingdom Accounting
Standards {United Kingdom Generally Accepted Accounting
Practice)

This report 15 made solely to the Company's members,
as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so
that we might state to the Company’s members those matters
we are required to state to them in an auditor’s report and for
no other purpose To the fullest extent permitted by law, we
do net accept or assume responsibility te anyene other than
the Company and the Company’s members as a body, for our
audit work, for this report, or for the opinions we have formed

Respective responsibilities of Directors and auditors

As explamed more fully in the Directers’ Responsibilies
Statement set out on page 6 the Directars are responsible
for the preparation of the financial statements and for bemng
satishied that they give 8 true and fair view Our responsibility
15 to audit the financial statements in accordance with
apphcable law and International Standards on Audsting (UK
and Ireland) Those standards require us to comply with the
Audmting Practices Board’s (APB's} Ethical Standards for
Auditors

Scope of the audit of the financial statements

A descniption of the scope of an audit of financial statements
s provided on the APB's website at www frc org uk/apb/
scopefUKNP

Opinion on financial statements
{n our opimion

@ the financial statements give a true and fair view of the
state of the Group's and of the parent Company’s affairs
as at 31 January 2010 and of the Group’s profit for the year
then ended,

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

@ the parent Company financial statements have been
praperly prepared in accordance with United Kingdom
Generally Accepted Accounting Practice, and

o the financial statements have been prepared n
accordance with the requirements of the Companies Act
2006

Opmnion on other matter prescnibed by the Companies Act
2005

In our opmion the mfarmation given in the Directors” Repont
for the financial year for which the financial statements are
prepared i1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report i respect of the folfowing matters
where the Companies Act 2006 requires us to report to you if,
N OUr opinion

® adequate accounhng records have not been kept by the
parent Company, or returns adequate for our audit have
not been recewved from branches not wisited by us, or

® the parent Compeny financtal statements are not in
agreement with the acceunting records and returns, or

e certan disclosures of Directors” remuneration specified
by law are not made, or

o we have not receved all the information and explanations

we require for our audit.

David Wiite

Senior Statutory Audrtor

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

28 Apnl 2010




Consolidated income statement

Year ended 31 January 2010 Year ended 31 January 2009
Before After Before After
goodwill Goodwull goodw!l goodwill Goadwall goadwill
wmpairment  impairment impmiment  imparment Impairment impatrment
Note £000 £'000 £000 £000 £000 £000
Revenue 3 35,678 — 35,678 35,181 — 35,161
Cost of sales (25,998) — {25,998) {24,193} — {24,193}
Gross profit 9,680 — 9,680 10,968 —_— 10,968
Operaung oxpenses 4 {8,463} {8.463) 19,842} {825) {10,267}
Operating profit 1,217 1217 1,126 {425} m
Finance costs 5 {194) _ (194} (173} —_ {173
Finance income 5 _— _ — 65 — 65
Profit before taxation 1,023 —_ 1,023 1,018 (425) 593
Tax expense 7 {22) — {22) {278) —_ (278}
Net profit for the year 1.001 — 1,001 740 (425) 315
Restated
Earnings per share 8 Pence Pence
Basic 1167 534
Diluted 17 67 531

Consolidated statement of comprehensive income

Yearended Year ended
31 Janvary 31 January

2010 2009
£'000 £000
Profit for the year 1,001 315
Other comprahensive income
Forexgn exchange differences on translation of overseas assets subsidiaries {250) 583
Actuarial loss an pension schemes (578) {938)
Movement in pension schemes’ deferred tax provision 136 191
Other comprehensive income for the year {652) (164)
Total comprehensive income for the year attributable to owners of the parent company 3 151

All figures relate to continuing operations

The accompanying notes form an integral part of these financial statements




Consolidated balance sheet
At 31 January 2010

At At
31 January 31 January
2010 2005
Neote £'000 £000
Nan current assets
Goodwill 9 2236 2,236
Propenrty, plant and equipment 10 368 488
Deferred taxation 11 1,365 1,009
3.969 3,133
Current assets
inventories n 4,991 1,583
Trade and other recewvables 12 3,956 5,786
Cash and cash equivalents 13 3,046 2an
11.993 15,490
Total assets 15,962 19,223
Curreat habilities
Trade and other paysbles 1 {5,352} {8,536}
Financial habibties 15 {1,856) {2,589)
Current tax Labilities (301) {276}
{7,509} (11,401)
Non current liabihities
Pension schemes' deficits 18 {1,450) (964}
Total habilities {8,959) {12,365)
Net assets 7,003 6,858
Equity
Share capital 19 1,503 1,503
Shares held in treasury (129) {64)
Other reserves 2759 3,009
Profit and loss account 2870 2410
Total equity 7,003 6,858

The financial statements were approved by the Board on 28 April 2010 and signed on its behalf by

G Waldron MP J Keene

/ér;tl}//f//h M

The accompanying notes form an integral part of these financial statements
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Consolidated statement of changes in equity

Shares Share Capnal Profit
Share  heldin premmwm  Merger redemption Translation  and loss
capital freasury account reserve feserve  feserve  account Total
£000 £000 £000 £000 £000 £'000 £000 £000
Balance at 1 February 2008 1,503 —_ 5,258 1,036 1427 {37) (2,293} 6,894
Share-based payments — — —_ —_ - —_ 16 16
Share buyback — {64} - — — — (139) (203}
Cancellatign of share premium account — — (5,258} — — — 5,258 —_—
Transactions with owners —_ {64} (5,258} —_ — —_ 5,135 (187)
Net prefit for the year — —_ _ — — — 315 315
Re-translation of overseas subsidianes — —_ —_ — - 583 —_ 583
Net actuanal loss on pension schemes  — — — — — — (ran (747)
Totat comprehensive income attnbutable
to owners of the parent company — —_ —_ —_ —_ 583 {432) 15
Balance atd February 2009 1,503 {64) —_ 1,036 1,427 546 2,410 6,858
Share-based payments —_ - — —_ —_ —_ 15 15
Share buyback —_ {65) —_ — —_ —_ (114} (179
Trensactions with owners — {65} — — —_ — (99} {164}
Net profit for the year —_— —_ — _ — — 1,001 1,001
Re-translauon of ovarseas subsidiaries — — —_ — — (250} —_ (2501
Net actuarial loss on persion schemes  — — — — — — (842) (442}
Total comprehensive income attributable
to owners of the parent ccmpany — — — — — {250) 559 309
Balance at 31 January 2010 1,503 {129) — 1,036 1,427 296 2,870 7,003

The merger reserve was created as a result of merger rehef being claimed in respect of previous share 1ssues

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

The profitand loss accountincludes all current and prior penod results and share-based payments as disclosed in the consolidated

incoma statament.

The accompanying notes form an integral part of these financial statemants
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Consolidated cash flow statement

Yearended  Year ended
31 Janvary 3t January
2010 2009
£000 £000

Cash flows from operating activities
Net profit for the year 1,001 35
Adustments
Depreciation of property, plant and equipment 132 186
Goodwall impairment — 425
Loss on sale of property, plant and equipment —_ 1
Finance cost 194 173
Finance income — {65)
Taxation patd {282) 133
Tax expense 2 278
Share-based payments 15 16
Farr value adjustments of forward contracts 437 (394)
Net cash inflow from operating activities before movements in working cepital 1519 802
Decreasef{increase) in inventonies 2,592 {2,001}
Decrease in trade and other recevables 1173 242
{Decrease)/increase tn trade and other payables {3,095) 3
Cash generated/{utilised) from operations 2,189 (624)
Cash flows from investing activities
Purchases of property, plant and equipment {16} {168)
Sale of property, plant and equipment — 8
Net cash used in investing activities (16) (150)
Cash flows from financing activities
{Decrease)/increase in invoice financing {733} 289
Interest pasd (8s) (147
Payment to acquire own shares (1719) {203}
Net cash used in financing activities {1,001} {61)
Net incroase/idecrease) in cash and cash equivalents 1112 (845)
Cash and cash eguivalents at beginning of year 211 2,389
Effect of fareign exchange rate changes (247} 571
Cash and cash equivalents at end of year 3,046 2121

The accompanying notes form an integral part of these financial statements
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Notes to the financial statements

1.

General information

Tandem Group plc, a publc lmited Company 1s
incorporated and domiciled in the United Kingdom The
Company acts as a holding Company of the Group The
registered office and pnincipal place of business of the
Greup 1s disclosed on the Directers and advisors page to
these financial statements The Group’s principal actwity
1s disclosed on page 4

The financial statements for the year ended 31 January
2010 {including the comparatives for the year anded 31
January 2009) were approved by the Board of Directors
on 28 Apnl 2010 Under the security regulations act of
the EU, amendments to the financial statements are not
permitted after they have been approved

The Group dees not have an ultimate controlling related
party

Accounting policies

Basis of preparation

The principal accounting policies of the Compeny are
set out below and are consistent with those applied n
the 2009 financial statements except far the adoption of
IAS 1 Presentation of Financial Statements (Revised 2007}
and IFRS 8 Operabing Segments

The adopuon of IAS 1 (Revised) 2007 does not affect the
financial posiion or profits of the Company, but gives
nse to additonal disclosures The measurement and
recognition of the Company’s assets, habtibes, mcome
and expenses 15 unchanged, however some tems that
were recognised drectly in equity are now recogrused
m other comprehensive income JAS 1 (Revised) 2007
affects the presentation of owner changes in equity and
introduces a “Statement of Comprehensive Income”
IAS 1 (Rewvised) 2007 requires, in certain circumstances,
presentation of a comparative balance sheet as at the
beginning of the first comparative period Management
consider that this 1s not necessary as the balance sheet
as at 31 January 2008 is the same as previously published

The adoption of IFRS 8 Operating Segments has not
affected the dentfied operating segments IFRS 8
requires segments to be idensfied based on the internal
management reportng nformation that 15 regularly
reviewed by the chief operating decision maker In the
previous financial statements, segments were dentified
by reference to the dominant source and nature of the
Company’s nsks and returns

Overall considerations

The consclidated financial statements have been
prepared using the measurement bases specified by
IFRS for each type of asset, liability, income and expense
The measurement bases are more fully described in the
accounting policies below

All accounbing esttmates and assumptions that are used
in prepanng the financial statements are consistent with
the Group’s latest approved budget where applicable
Judgements are based on the information available at
each balance sheet date Disclosure of the signficant

accounting estimates and judgements can be found on
page 17

Basis of consolidation

Subsidiaries are all entities over which the Group has
the power to control the financial and operating policies
The Group obtams and exercises control through voting
nghts The consolidated financial statements of the
Group tncorporate the financial statements of the parent
Company as well as those entities controlled by the Group
by full consolidation

In addition, acqured subsidianes are subject to
apphication of the purchase method This involves the
revaluation at fair value of all identihable assets and
habilihes, including contingent babihties of the subsidiary,
at the acquisition date, regardless of whether or not they
were recorded in the consolidated financial statements of
the subsidiary prior te acquisttion On inthia! recognition,
the assets and liabilies of the subsidiary are mcluded in
the consolidated balance sheet atthese fair values, which
are also used as the bases for subsequent measurement in
accordance with the Group accounting policies Goodwall
represents the excess of acquisition cest over the far
value of the Group's share of the tdenufiable net assets of
the acquired subsidiary at the date of acquisitien

Intra-Grouvp balances and transactions, and any
unrealised gains or losses ansing from intra-Group
transactions, are eliminated in preparing the consohdated
financial statements

The Group has elected not to apply IFRS 3 'Business
Combinations’ retrospectively to business combinations
pnior to 1 February 2006

Foreign currency

The Group’s consohdated financial statements are
presented n sterhng (£}, which 15 also the functional
currency of the parent Company

Foreign currency transactions are translated into the
functional currency of the respective Group entity,
using the exchange rates prevading at the dates of the
transactions Foreign exchange gains and losses resulting
from the settlemant of such transacttons and from the
remeasurement of monetary balance sheet items at year
end exchange rates are recognised in the consolidated
income statement.

In the Group’s financial statements, all items and
transactions of Group entities with a functional currency
other than sterling were translated into sterling upon
consclidaton Assets and habilbes have been translated
mto sterling at the closing rate at the balance sheet
date Income and expenses have been translated into
sterling at the average rates over the reporting period
Any differences ansing from this procedure have been
charged or credited to the currency translation reserve
i equity Goodwill and fair value adjustments arsing on
the acquisition of a foreign entity have been treated as
assets and habilities of the foreign entity and translated
nto sterling at the closing rate

13




Notes to the financial statements
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Accounting policies centinued

The Group has taken advantage of the exemption m IFRS 1
and has deemed cumulative translation differences for all
foreign operations to be £nil atthe date of transiion to IFRS
The gan or loss on disposal of these operatons excludes
translation differences that arose before the date of
transition to IFRS butncludes later translation differences

Income recognition
Revenug 15 measured by reference to the fair value
of consigeration recewable by the Group for goods
supplied and services provided, excluding VAT and
trade discounts Revenue 1s recognised upon the sale of
goods, performance of services or transfer of nsk to the
customer Revenue from the sale of goods s recogmsed
when sll the following condiions have been satsfied

® the Group has transferred to the buyer the significant
nsks and rewards of ownership of the goods which i1s
generally when they are recewed by the custemer at
the agreed place of dehvery,

@ the Group retans nerther continumg managenal
mvolvement to the degree usually associated with
ownership nor effective control over the goods sold,

® the amount of revenue can he measured reliably,

® 1tis probable that the economic benefits assomiated
with the transaction will flow to the Group, and

® the costs incurred or to be incurred 1n respect of the
transaction can be measured rehably

Goodwilt

Goodwill represents the excess of the acquistion cost in
a business combination over the fair value of the Group’s
share of the identifiable net assets acquired Goodwill i1s
carned at cost less accumulated impairment losses and
15 tested annually for imparrment as descrnbed below

Impairment
The Group's goodwill and propesty, plant and equipmentis
subject to )impairment testing

For the purposes of assessing impairment, assets
are Grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating
units} As a result, some assets are tested indvidually
for impairment and some are tested at cash-generating
unit level Goodwill is allocated to those cash-generating
umits that are expected to benefit from synergies of the
related business combination and represent the lowest
level within the Group at which management controls the
related cash flows

Indvidual intangible assets or cash-generating units that
include goodwill with an indefinite useful ife are tested
for imparrment at least annually All other indwidual
assets or cash-generatng units that include goodwill
are tested for impairment whenever gvents or changes
in circumstances indicate that the carrying amount may
not be recoverable

An impairment loss 15 recogmsed for the amount by
which the asset’s or cash-generating umit's carrying

amount exceeds its recoverable amount The recoverable
amount 1s the higher of fawr value, refiecting market
conditions less costs te sell and value In use, based on
an mternal discounted cash flow evaluation Imparment
losses recognised for cash-generating units, to which
goodwill has been allocated, are credited inrvally to the
tarrying amount of goodwill Any remaining impairment
loss 1s charged pro rata to the other assets in the cash
generating umit. With the exception of goodwill, all assets
are subsequently reassessed for indicabons that an
impairment loss previously recogmsed may no longer
exist

Property, plant and equipment

Property, plant and equipment 15 camed at acquisition
cost less subsequent depreciation and mpairment
losses Depreciation 1s charged cn these assets on a
straight ine basis over the estimated useful economic
Wife of each asset. Matenal residual value estmates
and useful economic hves are updated as required and
at least annually The useful lives of property, plant and
equipment can be summansed as follows

Short leasehold land and buildings
Vehicles
Plant and machinery

Length of lease
3-4years
3-10 years

Inventories

All nventories and work 0 progress are stated at the
lower of cost and net realisable value Cost s based
on the first n first out method and, where appropnate,
includes a proportion of related overhead expenditure

Leases

In accordance with 1AS 17 {revised 2003}, the economic
ownership of a leased asset 1s transferred to the lessee
if the lessee bears substantally all the risks and rewards
related to the ownership of the leased asset. The related
asset s recognsed at the ttme of inception of the lease at
the fair value of the leased asset or, if lower, the present
value of the lease payments plus ncidental payments, if
any, to be horne by the lessee A corresponding amount
1s recognised as a finance leasing hahility, urespectve
of whether some of these lease payments are payable in
advance at the date of inception of the lease

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

Taxation

Current income tax assets or habihtes comprese those
obligations to, or claims from, fiscal authories refating to
the current or prior reparting penod, that are unpaid atthe
balance sheet date They are calculated atcording to the
tax rates and tax laws applcable to the fiscal periods to
which they relate, based on the taxable profit for the year




2 Accounting policies continued

Deferred tncome taxes are calculated using the habiity
method on temporary differences This involves the
companson of the carrymg amounts of assets and
habilites in the consohdated financial statements with
ther respective tax bases However, in accordance
with the rules set out n 1AS 12, no deterred taxes are
recognised on the intial recogmitten of goodwall, nor on the
instial recognition of assets or habilihes unless acquired
n a bustness combination or In 8 transaction that affects
tax or accounting profit. Thus apples also to temporary
differences associated with shares i subsidianes o
reversal of these temporary differences can be controlled
by the Group and 1tis probable that reversal wll not oceur
n the foreseeable future In addrion, tax losses available to
be carned forward as well as other income tax credits to the
Group are assessad for recognition as deferred tax assets
Deferred tax habiines are prowided for in full Deferred tax
assets are recognised to the extent that it ts probable that
they will be able to be offset against future taxable income
Deferred tax assets and habiltes are calculated, without
discounting, at tax rates that are expected to apply to their
respective penod of realisation, provided they are enacted
or substantively enacted at the balance shestdate

Most changes in deferred tax assets or habilites are
recognsed as a component of tax expense i the
consohdated income statement. Only changes in deferred
tax assets or habdines that relate to a change in value of
assets or habiliies that are charged directly to equity ara
charged or credited directly to equity

Employee benefits

Defined contribution pension schemes

Pensions to employees are provided through contributions
to mdiwvidual personal pension plans A defined contnbution
plan 1s a pension plan under which the Group pays fixed
contnibutions mto an mdependent entity The Graup has no
legal or constructive obligations to pay further contributions
after payment of the fixed contribution

The contnbutions recognised in respect of personal
pension plans are expensed as they fall due Liabilmes
and assets may be recogrused if an underpayment or
prepayment has occurred and are included in current
habilities or current assets as they are normally of a short-
term nature

Defined benefit pension schemes

Scheme assets are measured at faw values Scheme
habilues are measured on an actuanal basis using the
projected umt method and are discounted at appropnate
high quality corporate bond rates that have terms to
maturrty approximating to the terms of the related labihty
Appropriate adjustments are mada for unrecogmsed
actuanal gans or losses and past service costs Past
service costis recogmsed as an expense on a straight-hne
basis over the average penod untll the benefits become
vested To the extent that benefits are already vested the
Group recognises past service costimmediately

Actuanial gams and losses are recognised tmnmediately

n the consohdated statement of comprehensive income
The net surplus or deficit 1s presented i non current
assets or habilities on the consolidated balance sheet,
The related deferred tax)s shown with other deferred tax
balances A surplus)s recognised only to the extent thatat
15 recoverable by the Group

The current service cest, past service cost and costs
from settlements and curtallmenis are charged to
operating expenses Interest on the scheme labdites
and the expectad return on scheme assets are included
in finance costs or income i the consohdated income
statement. Post-employment benefits other than pensions
are accounted for in the same way

Other employee benefits

Short-term employee benefits, including holiday entrtiement,
are mcluded in current pension and other employee
obligations at the undiscounted amount that the Group
expects to pay as a result of the unused enttlament. Cther
long-term employee benefit cbligations are accounted for at
the net of the present value of the defined benefit obligation
and the fair value of schema assets atthe balance sheet date

Financial assets
The Group’s financral assets nclude cash and cash
equivalents and trade and other receivables

Allfinancial assets are recogmsed when the entity becomes
party to the contractual provisions of an instrument. All
financial assets are mmally recogmised at far value, plus
transaction costs, and are subsequently measured at
amortsed cost using the effective mterest rate

Interest and other cash flows resultng from holding
financial assets are recogmised in the consohdated
ncome statement using the effective mterest rate
method, regardiess of how the related carrying amount of
finencial assets 1s measured

Trade receivables are provided against when abjectwe
evidence 1s receved that the Group will not be able
to collect all emounts due to rt m accordance with the
ongmal terens of the recevables The amount of the write-
down s determined as the ditference between the asset’s
carrying amount and the present value of esbtmated
future cash flows

Forward foreign exchange coatracts

Fromtime to tme the Group enters mto forward contracts
for the purchase or sale of foretgn currencies These are
classified as derivatives and carned at fair value in the
consohdated financial statements Any re-measurement
gamns or losses are taken to the conseclidated \ncome
statement.

Cash and cash equivalents

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

Equity

An eguity instrument 1s any contract that evidences a
residual interest in the assets of an entity after deducting
ali of its habilties

Share capital i1s determuned using the nominal value of
shares that have been issued

The merger reserve was created as a result of merger
relief being ¢laimed i respect of previous share issues

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

The profit and loss account includes all current and prior
pened results and share-based payments as disclosed n
the consohdated income statement.

Share-based employee remuneration

All share-based payment arrangements granted after
7 November 2002 that had not vested prior to 1 February
2005 are recogmised wn the consolidated financial
statements The Group operates equity settled share-
based remuneration plans for ts semier employees

All employee services recewved in exchange for the grant
of any share-based remuneration are measured at therr
fair values These are indirectly determined by reference
ta the fair velue of the share options awarded Their value
15 appratsed at the grant date and excludes the impact of
any non-market vesting condtions

All share-based remuneration 1s ultmately recogmised as
an expense I the consolidated income statement with a
torrespondmg ereditto reserves, net of deferred tax where
applicable |f vesting periods or other vesting conditions
apply, the expense 15 allocated over the vestng pened,
based an the best available estimate of the number of share
options expected to vest. Non-market vesting condmions
are included in assumptions about the number of options
that are expected to become exercisable Estmates are
subsequently rewised if there 15 any indication that the
number of share options expected to vest differs from
previous estmates No adjustment is made to the expense
recogmsed in prior penods if fewer share options ulbmately
are exercised than onginally eshmated

Upcn exercise of share options, the proceeds recewed
net of any directly attnbutable transaction costs up to the
nominal value of the shares issued are allocated to share
capital with any excess being recorded as share premium

Fiancial habilities

The Group's fmancial habilires include trade and other
payables, inveiwce finance and forward exchange
contracts

Financial lhabimes are recognised when the Group
becomes a party to the contractual agreements of the

instrument, All interest related charges are recognised in
the consolidated sncome statement.

Finance charges are charged to the consahdated income
statement on an accruals basis using the effective
interest method and are added to the carrying amount of
the instrument to the extentthat they are notsettled in the
penod in which they anse

Trade and other payables are recognised wtrally at their
fair value and subsequently measered at amortised cost
less settlement payments

Invoice finance llabiities are recognised at the time the
Group becomes a party to the contractual provisions of
the woice finance agreament.

Forward exchange contracts are entered inte to mitigate
exposure to foreign exchange fluctustions relating to
purchases made in foreign currencies, principally the US
dollar The Group's policy 15 to reduce substantally the
nsk associated with purchases denominated n foreign
currencies by using forward fixed rate currency purchase
contracts, taking into account any foreign currency ¢ash
flows The foreign exchapge contracts do not meet
the crtena for treatment as an effectve hedge and
accordingly any gain or loss 1s recogmsed immediately <
the consolidated income statement.

Other provisions, contingent liabilities and contingent
assets

Other provistans are recognised when present obligations
will probably lead to an outflow of economic resources
from the Group and they can be estmated rehably
Timing or amount of the outflow may sull be uncertain

A present obligation anses from the presence of a legal
or constructive commitment that has resufted from past
events, for example, legal disputes or onerous contracts

Provisions are measured at the eshmated expenditure
required to settle the present obligation, based on the
most reliable evidence avallable st the balance sheet
date, including the nisks and uncertaintes associated
with the present ocbligatton Any reimbursement expected
to be recewed in the course of settlement of the present
obhigation 1s recogrused, if virtually certain as a separate
asset, not exceeding the amount of the related provision
Where there are a number of simlar abligatons, the
hkelikood that an outflow will be required in settlement
1s determmed by considening the class of obligations as
a whole in addition, long-term provisions are discounted
to their present values, where tme value of money 15
material

All provisions are reviewed at each balance sheet date
and adjusted 1o reflect the current best esumate

In those cases where the possible outflow of economic
resource as a result of present obligations 1s considered
improbable or remate, or the amount to be provided for




cannot be measured reliably, no habiity 1s recogmsed in
the consolidated balance sheet.

Probable inflows of economic benefits to the Group
that do not yet meet the recognition criteria of an asset
are considered contungent assets and therefore not
recognised

Significant accounting estimates and judgements
Certain estmates and judgements need to be made
by the Directors of the Group which affect the results
and position of the Group as reported in the financial
statements Estunates and Judgements are required if,
for example, as at the reporting date not all habilittes
have been settled and certamn assets and labilittes
are recorded at far value which requires a number of
estimates and assumptions to be made

Key areas of estimation uncertainty

Impairment of goodwill

The annual imparrment assessment in respect of
goodwill requires estimates of the value in use of cash
generating units to which goedwill has been allocated to
be calculated As a result, estmates of future cash flows
are required, together with an appropnate discount factor
for the purpose of determuming the present value of those
cash flows The basis of review of the carrying value
ol goedwill 1s as detaled in note 9 to the consolidated
financiel statements

Pension scheme valuation

The labilites in respect of defined benefit pension
schemes are calculated by qualfied actuanes and
reviewed by the Group, but are necessarly based on
subjectve assumptions The principal uncertainties
relate to the estmation of the life expectancies of scheme
members, future investment yields and genaral market
condmons for factors such as inflation and interest rates
The specific assumptions adopted are disclosed n detail
in note 18 to the consohdated financial statemants Profits
and losses in relation to changes in actuanal assumptions
are taken directly to resarves and therefore do not impact
on the profitability of the business, but the changes do
impact on net assets

IFRS 9 Financig] Instruments
IAS 24 (Revised 2009} Related Party Disclosures

Inventory provisioning

The Group reviews the net reahsable value of and demand
for its inventory on an ongoing basis to ensure recorded
inventory s stated at the lower of cost or net realisable
value Factors that could impact estmated demand
and selling pnces are the tming and success of future
technological innovations, competitor acuons, suppliers
prices and economic trends If total inventory losses differ,
the Group’s consohdated net income i the year would
have impraved or dechned, depending upon whether the
actual results were better or worse than expected

Bad debt provision

Ateachreporting pericd, the Directors review outstanding
debts and determine appropriate provision levels The
recovery of certain debts s dependent on the \ndwidual
circumstances of customers As disclosed in note 12
there are a number of debts which remawn outstanding
past therr due date, which the Directors believe to be
recoverable

Deferrad tax assets

In determining the deferred tax asset to be recogmsed
the Directors carefully review the recoverability of these
assets ona prudent basts and reach a jJudgement based on
the best available information Estimates and judgements
used in the financial statements are based on historical
expenence and other assumphons that the Directors and
management consider reasonable and are consistentwith
the Group’s latest budgeted forecests where applicable
Judgements are based on the information available at
each balance sheet date Although these estmates are
based on the best information available to the Directors,
actual results may ultimately differ from those estimates

Key judgements

The Dwectars, do not consider they have had to make any
critical judgements in applying the accounting polcies
which are descnbed above

Standards and interpretations not yet applied

The following new standards and interpretations, which
are yet to become mandatory, have not been apphed in
the Group's consolidated financial statements for the year
ended 31 January 2010

Effective for annual perods
beginning on or after 1 January 2013
beginning on or after 1 January 2011

IAS 27 {Revised 2008) Consohdated and Separate Financial Statements  beginning on or after 1 July 2009

IAS 39 (Amendment)  Financial Instruments Recognition and
Measurement — Ehigible Hedged ltems

IFRS 3{Rewvised 2008) Business Combinations

beginning on or after 1 July 2069

beginning on ar after 1 July 2009

Based on the current business model and accounting palicies, the Group does aot expect matenal impacts on the
consohdated financial statements when the standards become effective
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Segmental reporting
For management purposes the Group 1s organised into two operating segments The revenues, results and net assets for
these segments are shown below

Bicycles and Sports, leisure

accessories and toys Total
£000 £000 £000
Year ended 31 January 2010

Revenue 21,951 13,727 35,678
Segment result before management charges 689 1,201 1390
Management charges (564) {104) (668}
Segment result after goodwill impairment and management charges 125 1,097 1,222
Unallocated corporate expenses {5)
Operating profit 1217
Finance costs {194)
Finance income —
Profit before taxation 108
Tax expense {22}
Net profit for the year 1.001
Segment assets 9,081 3847 12928
Unallocated assets 4121
17,048
Segment hiabilities {5.468) {2116} {8,184}
Unallacated liabilities {1,862}
(10,045)

Consolidated net assets 7.003
Capital additions 3 13 16
Depreciation and goodwill impairment 55 7 132




3 Segmental reporting continued
Bicycles and Sports, leisure

accessones and toys Total
£000 £000 £000
Yeas ended 31 January 2009
Revenue 19,763 15,393 35,161
Segment result before goodwill impairment 1,148 808 1,956
Goodwill tmpairment {425} — {425)
Segment result after goodwill imparment 123 808 1,53
Unallocated corporate expenses (830)
Operating profit 0
Finance costs {173)
Finance income 65
Profit before taxation 593
Tax expense 1228}
Net profit for the year 35
Segment assets 12123 4,227 16,350
Unallocated assets 3616
19,966
Segment habiltes (8,963) {2,625) {11,588}
Unallocated habilibes {1,520}
{13,108)
Consolidated net assets 6,858
Capntal additions 33 135 168
Depreciation and goodwill imparrment 480 1 611
The Group's revenues and non turrent assets are dwided into the following geographical aveas
United Rest of
Kingdom Eurape the World Total
£'000 £000 £000 £000
Year ended 31 January 210
Revenue 3939 1,504 235 3556718
Non current assets 3,955 — 13 3,969
Year ended 31 January 2009
Revenue 33,397 1432 332 35,161
Non curcent assets 3,702 — 3 3,133

Theve were two customers (2009 — two) whose revenues from transactions amountad to 10% or more of the Group's revenue
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4. Operating expenses
Yearended  Year ended
3 Janvary 31 January

2010 2009

£'000 £000
Distnbution costs 4974 5,857
Admustrative expenses 3.489 3,985
Goodwitl impairment —_ 425
Total operating expenses 8s shown in the consolidated income statement 8.363 10,267
The operating expenses disclosed above include the following charges
Employee benefits expenses [note 6) 3950 4,081
Oepreciation 132 186
Goodwll impairment — 425
Other expenses 4,381 5,575

Auditors’ remunaration in the capacity as auditors of the parent Company was £3,000 (2009 — £3,000) and in the capacity
as auditors of the subsidiary companies was £58,000 (2009 — £59,000} Non audit remuneraton in respect of tax complrance
services totalled £13,000 {2009 — £13,000)

5 Finance costs and finance income
Year ended Year ended
31 January 31 January

2010 2009
£°000 £000
Finance costs
Interest payable on bank overdrafts and invoice finance facilities {95) (148)
Expected return on pansion scheme assets less mterest on habiities (99) {25}
Finance costs {194} {173)
Finance income
Expected return on pension scheme assets less interest on habilies -— 65

6. Directors and employees remuneration
Employee benefits expense
Expense recogmsed for employee benefits 15 analysed below
Yearended  Year ended
31 January 3t January

nmae 2009

£000 £000

Wages and salanes 33% 3474
Social security costs m 3718
Share-based employee remuneraton 15 16
Pension scheme contributions — defined contnbution schemes 204 213
Finance costs 3.950 4,081
Number Number

The average number of people (including Directars) employed by the Group during the year was 100 110
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6 Directors and employees remuneration continued
Directors’ remuneration

Year anded 31 January 2010 Year ended

Performance Benefits Pension 31 January

Selaryflees bonus mkind contnbutions Total 2009

£000 £000 £7000 £000 £000 £000

G Waldron 50 —_ — — 50 50
M P J Keene 89 102 3 82 276 210
S J Grant 14 c) 5 30 242 237
253 195 B 12 568 557

The Group considers the key management of the business to be the Directors of Tandem Group plc During the year and in
the previous year the Group contributed to defined contnbution pension schemes for M P J Keene and S J Grant. The related
share-based remuneration charge was £8,000 (2009 — £8,000}

Share-based employee remuneration
The following options were held at 31 January 2010 under the Group's share option schemes

Option
prnce
Granted Exercised Cancelled per 25p
1 February duning during dunng 31 January  ordinary
Number of shares 2009 year year year 2010 share Exercise perniad
2007 Emplgyee Share Option Scheme
Directors
G Waldron _ — — — — —_ —
M P JKeene 86,400 — — —_ 85,400 78 91p 31/01/10-14/08/20
S$J6Granmt 83,200 — — - 83,200 7891p 31/01/10~14/06/20
Other employees 172,000 — — — 172,000 7891p 31/01/10-14/06/20
1996 Approved Share Option Scheme
Directars
G Waldron - - —_ — — _ —
M P JKeene 15,200 — — — 15200 7188p 01/05/06-01/05/13
16,000 — —_ — 16,000 62 50p 26/09/09-26/06/16
S J Grant 20,800 — — — 20,800 71 88p 01/05/06-01/05/13
16,000 —_ _ — 16,000 62 50p 26/06/09-26/06/16
Cther employees 59,200 — — — 59,200 7188p 01/05/06—01/05/13
41,600 — — —_ 41,600 62 50p 26/06/09-26/06/16
1896 Unapproved Share Option Scheme
Directors
G Waldron — — — — —_ —_ -
M P JKeeng 26,400 — — — 26,400 7188p 01/05/06-01/05/10
S J Grant 8,000 — — —_ 8,000 T 88p 01/05/06-01/05/10
Other employees 21,600 — —_ — 21,600 T 88p 01/05/06-07/05/10
The Group has the following outstanding share options and exercise prices
2010 2009
Remaining Remainng
Exercise  contractual Exercise  contractual
price Irte price Iife
Number {pence) {years) Number {pence) {years)
Date exercisable {option life)
2006 {up to 2013) — Approved 95,200 7188 3z 95,200 7188 42
2005 {up to 2010} — Unapproved 56,000 .88 02 56,000 nss 12
2008 {up to 2016) 73,600 62.50 64 73,600 6250 14
2010 {up to 2020) 341,600 78.91 104 341,600 7891 14
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6

Directors and employees remuneration continued

The ordinary share mid-market price on 31 January 2010 was 80 5p (2009 restated — 47 7p} Duning the year, the highest
mid-market price was B85 Op (2009 restated — 120 3p) and the lowest was 34 4p (2009 restated — 42.2p) The weighted average
exercise price of the opbions in 1ssue was 74 9p {2009 restated ~— 74 9p) The ordinary share mid-market prices for the year
ended 31 January 2003 have been restated for the share consoldation and sub-dwision which became unconditional on
24 September 2009

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

exercise prices of 62 50p (2009 restated - 62 50p) to 78 91p (2009 restated — 78 91p),

36 3% {2009 - 36 3%) to 48 0% (2009 - 48 0%) volatility based on expected and histoncal share price,
a nisk-free interest rate of 0 60% (2009 - 0 86%),

all options are assumed to vest after three and a half years from the date of grant of the options, and
no dvidends

In total-£15,000 (2009 — £16,000) of share-based employee remuneration expense has been included in the consohdated
mcome statement. No labilites were recognised due to share-based transactions

Tax expense
The relationship between the expected tax expense at 28% (2009 — 28%) and the actual tax income recognised in the
consolidated mcome statement can be reconciled as follows

Year ended Year ended
31 January 31 January
2010 2009
£000 % £000 %
Profit before taxation 1,023 593
Tax rate 28% 2%
Expected tax expense 286 80 166 280
Expenses not deductible for tax purposes 2 0.2 54 91
Movement in unrecogn:sed deferred tax asset {138} (194} 29 49
Effect of differing rates on overseas taxation (68) 66} {26) (a4}
Effect of change in tax rate —_ —_ 55 93
Actual tax expense 2 22 278 469
Actual tax expense comprises
Current tax expense 242 200
Deferred tax {credn/charge (220} 78
2 278

There 15 no tax expense or credit i relavon to share-based payments credited to equity At 31 January 2010 there are trading
losses and loan relatienship deficits of approximately £14,164,000 (2009 — £13,854,000) avallable for carry forward against
future profits of the same trade




8. Eamings per share
The caiculation of earnings per share s based on the net profit and ordinary shares tn sssue during the year as follows

Restated
Yearended Year ended
3 Janvary 31 January

2010 2009

£'000 £000

Net profit for the year — before goodwill impairment 1,001 740
Net profit for the year — after goodwill impairment 1,001 315
Weighted average shares in issue used for basic earnings per share 5,665,222 5,898,455
Weighted average dilutive shares under option —_ 28400
Average number of shares used for diluted earnings per share 5,665,222 5,926 855
- Pence Pence

Basic earnings per share — before goodwall impairment 1167 1255
Basic earnings per share — after goodwill impairment 1767 534
Diluted earnings per share 1267 531

There was no dilutive effect of shares under option for the year ended 31 January 2010 because the option exercise prices
were greater than the average market share price The weighted average shares inissue for the year ended 31 January 2009
have been restated for the share consolidation and sub-division which became unconditional on 24 September 2009

9 Goodwill

Goodwll
£'000
Gross canrying amount at 1 February 2008, 1 February 2009 and 31 January 2010 7,193
Impairment provisions
At 1 February 2008 4,532
Provided m the year 425
At 1 February 2009 4,957
Provided in the year —
At 31 January 2010 4,957
Net book value
At31 January 2010 2236
At 31 January 2009 2,236

Goodwill above relates to the following cash generating units
Goadwill on Carrying value
acquistion  of goodwll

Date of acquisition £000 £'000

Pot Black Lumited 28 September 2000 1,906 965
Dawes Cyclas Limited 26 June 2001 895 €95
Ben Sayers Limited 25 February 2002 715 576
Others (fully impaired} 3,677 —
7,193 2,236




Netes to the financial statements

9 Goodwill continued
Goodwill ansing on consohdaton, representing the excess of the fair value of the consideration given over the fair value of
the identifiable net assets acquired, 15 capitalised and 15 tested annually for impairment.

The key assumptions for each of the cash generating units include stable growth and profit margins, which have been
determined based on past expenence i this market. Internal and external market data has been used in sethng the
assumptions Itis considered that this 1s the best avaslable input for forecasting this market.

The recoverable amounts were determined based on a value-in-use calculation, covenng a detaled one year conservative
forecast, followed by an extrapolation of expected cash flow over the next four years at growth rates of between 50% and
75%, which represents a conservative long-term average growth rate, followed by year five cash flows in perpeturty The
growth rate used does not exceed the long-term average growth for the market in which the Group operates A forecast
period of ten years has been used representing the expected minmum penod that the business model is sustainable assuming
no significant changes in the business The discount rate used 1s 13 35% which s considered to be suitabie for each cash
generating unit as they cperate tn similar markets

Goodwill and impairment policies are detailed in note 2 to these consolidated hinancal statements

10. Property, plant and equipment

Short
leasehold land Plant and
and buildings Vehicles machinery Total
£000 £000 £'000 £000
Gross carrying amount
At 1 February 2008 405 22 kx]| 3658
Additions 32 — 136 168
Disposals —_ — {1,309} {1,303)
Foreign exchange adjustments 15 —_ 9 44
At 1 February 2009 452 22 2,087 2,561
Additions —_ —_ 16 16
Disposals — — {14} {14)
Forergn exchange adjustments {6) — 112) {18)
At 31 January 2010 446 22 2011 2545
Depreciation
A1 February 2008 256 22 2810 3,48
Provided in the year 30 — 156 186
Ebminated on disposals — —— {1,300) {1,300}
Foreign exchange adjustments 15 — 24 39
At 1 February 2009 301 22 1,750 2,073
Provided in the year 25 —_ 107 132
Ehminated on disposals — — {14} 14)
Foreign exchange adjustments (4) — {10} 114
At 31 January 2010 K773 22 1.833 2177
Net book amount a1 31 January 2010 124 — 24 358
Net book ameunt at 31 January 2009 151 — 337 488

All assets stated above are secured by a fixed and floating charge over the assets of the Group

11. Inventories

at At

31 January 31 January

2010 2008

£000 £000

Fimshed goods for resale 4.9 1,583

Cost of sales mcludes matenal costs of £24,339,000 (2009 — £22,659,000) and other costs of £1,659,000 (2009 — £1,534,000)
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12 Trade and other receivables

At At

31 Jenuary 3 January

2010 2009

£'000 £000

Trade receivables 3,569 4,832
Prepayments and accrued incomse 294 318
Other recewvables 03 635
3,956 5,786

Trade and other recewables are usually due within 30 and 9¢ days and do not bear any effective interest rate All trade
receivables are subject to credit nsk exposure However, the Group does not identify specific concentrations of credrt nsk
with regards to trade and other receivables as the amounts recognised resemble a large number of recewvables from vanous
customers

The fa value of these short-term financial assets 15 nat individually deternuned as the carrying amount s & reasonable
approximation of fair value

All of the Group’s trade and other recewvables have been reviewed for indicators of imparment. Certan trade receivables
were found to be inpaired and accordingly a provisson of £115,000 (2009 — £369,000} has been made The movement in the
provision for imparment losses can be reconciled as follows

At At
31 January 31 January

2010 2009

£000 £000
At 1 February 369 s
Amounts written off (84) {116)
Impairment loss 9 209
Impairment loss reversed {261) {41}
At 31 January 115 369

Some of the umimparred trade receivables were past due as at the reporting date The age of trade recewvables at the reporting
date was

At At
31 January 31 January
2010 2009
£000 £000
Not past due 3,046 4,536
Past due (-90 days 517 216
Past due 91-180 days 1 17
Past due more than 180 days 5 3
3,569 4,832

13. Cash and cash equivalents
At At
3 January 31 January
2010 2009
£000 £000
Cash and cash equvalents per consolidated cash flow statement 3,046 211

Cash and cash equivalents consist of cash atbank and it hand All cash at bank and in hand held by subsidiary undertakings,
are available for use by the Group
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14. Trade and other payables

At At

31 January 31 January

2010 2009

£'000 £000

Trade payables 3359 6,495
Other payables 1,993 2,041
5352 8,536

The Directors consider, due to their short duration, that the carrying amounts recogmsed in the consohdated balance sheet

to be a reasenable approximation of the fair value of trade and other payables

15. Financial liabilities

At At
31 January 31 January
2010 2009
£000 £000
Invouce finance habiity 1,85 2,589
16. Financial assets and liabilities
The financial assets of the Group, all of which fall due within one year, comprised
A1 January 2010 At 31 January 2009
Assets Assets
held at Assets held st Assets
fair value Loans not fair value Leans not
through and within the through and within the
profitor recewv- scope of profit or recew- scope of
loss ables IAS 39 Total loss ables IAS 39 Total
£000 £000 £000 £000 £000 £000 £000 £000
Cash and cash equivalents
— Sterling —_ 247 — 247 —_ 1,731 —_ 1,13
— US doltars —_ 2,804 — 2,804 — 349 —_ 349
— Euro — el - {8) — k) —_ 3
— Dthers —_ 3 —_ 3 — 4 — 4
_— 3,046 —_ 3,046 —_ 2121 -_— 2,12
Trade and other receivables —_ 3594 362 3,956 437 4,886 463 5,786
Inventories — — 4,991 49 —_— — 1,583 7,583
Current assets _ 6,640 5,353 11,993 437 7,007 B,046 15,490
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16 Financial assets and liabilities continued
The financial habdives of the Group, all of which fall due within one year, compnsed

At31 January 2010 At 31 January 2009
Other Other

financael Liabilities financial Liabihties

labilities at not within liabilities at not within

amortised the scope amortised the scope
cost of IAS 39 Total cost of IAS 39 Total
£000 £000 £000 £000 £000 £000
Trade and other payables 4,146 1206 5,352 71128 1,408 8,536
Invoice finance lability 1,856 —_ 1,856 2,589 — 2,589
Current tax hability —_— am 30 — 276 276
Current habihties 6,002 1,507 1,509 9717 1,684 11,401

The Group 1s exposed through its operatians to one or more of the following financial nsks

Interest rate risk

The Group s banking and inveice finance facilities are subject to vanable interest rates As a result, changes in interest rates
could have an impact on the net resuh for the year and to equity Interest rate sensitivities have not been presented here as
the amounts would not be material to the financial statements

Liquidity nisk
Liguidity nisk 1s managed centrally en a Group basis Bank and invoice finance faciliies are agreed at appropriate levels
having regard to the Group’s forecast operating cash flows and capital expanditure

Credit nsk

The Group faces credit nsk due to the credit it extends to customers in the normal course of business All customers are
subject to stnict credit checking and acceptance procedures in order to minimise the risk to the Group Credit limits are agreed
and closely momitored on a local lavel

Foreign currency nsk

The Group uses forward foreign exchange contracts 1o mingate exchange rate exposure ansing from forecast purchases
i US dallars and other currencies All forward exchange contracts are considered by management to be part of economic
hedge arrangements but have not been formally designated The decision to hedge 1s influenced by the size of the exposure,
the certanty of it ansing and the exchange rate prevailing atthe time

The fair values for these contracts have been estmated using relevant market exchange and mterest rates
The Group's US dollar forward contracts relate to cash flows that have been forecasted for 2011 At 31 January 2010, a

cumulative loss of £437,000 {2009 — gain £394,000) has been recorded m the consohdated income statement in relation to
these mstruments There is no fawr value adjustment for forergn exchange contracts held at 31 January 2010
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17. Deferred taxation

Deferred taxation ansing from temporary differences and unused tax losses can be summansed as follows

31 January Movement 31 January Movement 31 January

2008 n the year 2009 in the year 2010

£000 £000 £'000 £000 £90D
Provided
Pension obligations {79) {191} (270} {136} (406)
Accelerated capita) altowances {466} {222} {688} 191 {487}
Short-term temporary differences {48} 95 47 i54) N
Unused tax losses (303) 205 (98) (357) {455)
Total (896) (113} {1,009} (356) {1,365)
Presented as
Deferred tax asset {970} {39) {1,009) (356} {1,265}
Deferred tax liabiity 74 (74) _ — —
Total (836} (13} {1,009} (3561 (1,365)
Unprovided
Accelersated capital allowances {19) (8) (27 (48} (79)
Shor-term temporary differences — (22} {22} {26) (48)
Unused tax losses {3,738) 632 {3,106} 287 {2,819}
Capital losses {1,086) {800} {1,866} {292) {2.158)
ACT (648) — {648) — {648)
Total {5,471) {198} {5,669) (79} (5,748)

A deferred tax asset has not been recogrised in respect of certain trading losses, capital losses, excess management
expenses and advance corporation tax {ACT) as the Group does not anticipste sufficient taxable trading profits, capital gains,
utthisation of management expenses or recovery of ACT, respectvely, to anse within the foreseeable future

18. Pension scheme arrangements
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The Group operates two funded pension schemes, The Tandem Group Pension Plan and The Casket Group Rettrement and
Death Benefit Scheme In addrtion, subsidiary companies of the Group cantribute to other defined contribution schemes and
ndvidual pension plans

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

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

Contributions to the final salary saction are determined by an independent qualified actuary on the basis of the tnenmal
vefuation using the Attamed Age Method

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

2010 2009 2008 2007 2006
£000 £000 £000 £000 £000
Present value of defined benefit obligation at the
beginning of the year 71383 7,190 10,749 11,340 9,296
Current service cost —_ — 14 9 3
Contnibutions — —_ 2 5 5
Interest cost 4719 439 513 545 478
Actuanal lossfigam) 1,090 248 {1,227} {697) 1,945
Benefis paid {488) {494) (1,021} (483} {417
Payment due to members following buyout of
non-statutory increases — — (352) _ —
Past service saving — — {1,488) — —
Present value of defined benefit obligation
31 January 8,464 7,383 7,150 10,749 11,340




18. Pension scheme arrangements continued
For determination of the pension obligation, the following actuanal assumptions were used

2010 2009 2008 2007 2006
Discount rate 5.50% 670% 530% 550% 4 90%
Increase in pensionable salanes —%* —%* 360% 315% 2.75%
Increase i penstons in payment Upto500% Upw500% Upto500% 500% 500%
Increase in deferred penstons 3 00% to 5 00% for all years
Inflation assumption 350% 330% 360% 315% 2.75%

Mertality assumption table

PA92 (YOB MC)PA92 (YOB MC) PA92(C=2010) PA92(C=2010) PA92(C=2010}

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

follows
2010 2009 2008 2007 2006
‘ £000 £000 £000 £000 £000
Farr value of scheme assets at the
beginning of the year 6,736 8,161 5,202 9,139 8,041
Expected return on scheme assets a4 504 546 499 an
Actuanal gan/iloss) 667 (1,541) (682) (77} 953
Contnbutions 9 106 116 124 91
Benefits paid (488) {494} (1,021} {483} {417)
Fair value of scheme assets at 31 January 1410 6,736 8,161 9,202 9,139
The long-term expected rates of return were
2010 2009 2008 2007 2006
Equites 74% 74% 76% 75% 75%
Property 64% 64% 66% 65% —%
Gilts 44% 44% %6% 45% 45%
Corporate Bonds 56% 67% 58% 55% —%
Cash and other 4.0% 15% 55% 50% 45%
The value of assets In the scheme were
At At At At At
3 January 31 January 31 January 31 January 31 Janvary
2010 2009 2008 07 2006
£000 £000 £000 £000 £000
Equities an 3,168 38677 4,345 3,263
Property 809 699 81 981 —
Gitts 2150 2,012 2,686 2,910 5,639
Corporate Bonds 802 €83 900 860 —_
Cash and other 178 174 25 5 37
Total fair value of agsets 1410 6,736 8,161 9,202 9,139

* There are no members whose benefits are

linked to salanes
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18 Pension scheme arrangements continved
The reconcthation of movements w the year were as {ollows

2010 2009 2008 2007 2006
£'000 £000 £000 £000 £'000
|Deficitysurplus at the beginming of the year 1647) 1 {1,547 {2,201} {1,255)
Movement in year
Current service cost —_ —_ (14) {39) {33}
Contributions N 106 114 19 86
finance {costhincome {75) 5 K<) {46} i)
Actuarnial {loss)fgain (423) {1,788} 545 620 (992)
Payment due to members following buyout of
non-statutory increases — —_ 352 — —
Past service saving —_ — 1,488 - —
(Defici)/surplus at 31 January (1,054) (647} M (1,547) (2,201)
Related deferred tax asset/{liabilrty} 295 181 {272} 464 660
Net (deficitl/surplus at 31 January {759} {466) 699 {1,083) {1,541}
2010 2009 2008 2007 2006
History of expenence gains and losses
Difference between the actual and expected
return on scheme assets
Amount {£000) 667 {1,541) (682} {17} 953
Percentage of scheme assets 9.0% {22 9)% (B4at% (08)% 4%
Expenence losses on scheme habihses
Amaount (£000} 1 (542} (539) — (447)
Percentage of scheme habilities —% 13% 7 5% —% 39%
Total amount recognised in the consohdated
statement of comprehensive income
Amount (£000} (423} {1,789} 545 620 {992)
Percentage of the present value of the
scheme habilibes (5.0)% {24.2)% 16% 58% 87)1%

The expected contributions in the year ending 31 January 2011 are £92,000

The Casket Group Retirement and Death Benefit Scheme

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

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

2mo 2009 2008 2007 2006
£000 £'000 £000 £000 £000
Present velue of defined benefit obligation at the
beginning of the year 1,737 21M 2,223 2,304 2,077
Interest cost 13 135 121 n2 108
Actuanial loss/{gam) 391 (511} {124} {168} 155
Benefits pasd 101} {58} 149} {25) {36}
Present value of defined benefit obligation
31 .January 2,140 1,237 21N 2,223 2,304
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18. Pension scheme arrangements continued
For determination of the penstan obhgaton, the following actuanal assumptions were used

2010 2062 2608 2007 2006
Discount rate 560% 670% 630% 550% 490%
Increase in pensions in payment 3150% 330% 360% 315% 2.75%
Increase in pensionable satanes*® —% —% —% —% —%
Increase wn deferred pensions 350% 2330% 360% 315% 1.75%
Inflaton assumption 350% 330% 360% 315% 2.75%
Mortality assumption table PA92 (YOB MC) PASZ {YOB MC} PAS2(C=2010} PA92(C=2010) PA92 (C=2010)

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

2010 2009 2008 2007 2006
X £000 £000 £000 £000 £000
Fair value of scheme assets at the beginning
of the year 1.420 1,625 1,633 1,468 1,164
Expected retern on scheme assets 10 10% 99 84
Actuanal ganf{loss) 2% {367} {169} {10} 153
Contributrons 100 110 ]| m 103
Benefits paid (101} (58) (49) (25} (36}
Fair value of scheme assets at 31 January 1,744 1,420 1,625 1,633 1,468
The fong-term expected rates of return were
2010 2009 2008 2007 2006
Equities 74% 74% 76% 75% 75%
Property 64% 64% 65% 65% —%
Gilts 44% 44% 46% 45% 45%
Corporate bonds 56% 67% —% —% —%
Cash and other 0% 15% 55% 50% 45%
The value of assets in the scheme were
At At At At At
31 Janvary 31 January 31 January 31 January 31 January
2010 2009 2008 2007 2006
£000 £000 £0060 £1000 £000
Equities 104 810 952 977 883
Property 4 183 07 244 216
Gifts 1,013 n A22 394 356
Corporate bonds 496 — — - —
Cash and other 856 50 44 18 13
Total fair value of assets 1,784 1420 1,625 1,633 1,468

The reconcihiation of movemants n the year were as follows

2010 2009 2008 2007 2006

£000 £000 £000 £000 £000
Deficit at the beginning of the year " {546) {590} {836) {913)
Movement in year
Contributions 100 10 101 in 103
Other finance cost (29) {25} 12} {13} {23)
Actuanal {loss)/gamn (155) 144 {45} 158 (2}
Deficit at 31 January {396) (317 (546) (590) {836)
Related doierrad tax asset m 89 153 177 251
Net deficit at 31 January (285) (228} {393} {413} {585}

* There are no members whose benefits are linked to salares
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Pension scheme arrangements continued
2010 2009 2008 2007 2005
History of experience gains and losses
MhHerence between the actual and expected return
on scheme assets
Amount (£000) 236 (367} {169} (10 153
Percentage of scheme assets 13.5% {25 8% (10 4}% (061% 104%
Expenence gains/{losses) on scheme habilities
Amount {£°000} — 351 —_ 103 175
Percentage of scheme liabilities —% 202% —% 46% 16%
Total amount recognised in the consolidated
statement of comprehensive ncome
Amount (£000) {155) 144 (45) 158 2)
Percentage of the present valve of the
scheme latbties (7.2)% 83% {21)% 71% {01)%
The expected contnibutions in the year ending 31 January 2011 are £101,000
Group pension scheme deficit
010 2009 2008 2007 2006
£060 £000 £000 E000 £000
(Deficit/surplus
The Tandem Group Pensien Plan {1,054) 647) M {1,547) 12,201}
The Casket Group Retirement and Death
Benefit Scheme (396) {7 {545) {590) {838)
{1,450} {964) 425 (2,137) (3,037)
Related deferred tax asset/{liabiiity)
The Tandem Group Pension Plan 295 181 {272) 454 660
The Caskst Group Retiremant and Death
Benefit Scheme m &9 153 177 251
(1,044} (694) 306 {1,496) (2,126}

The amounts recogmsed in the consohdated statement of comprehensive income in the year ended 31 January 2010 are a
loss of £309,000 in respect of the Tandem Group Pension plan and a loss of £133,000 1n respect of the Casket Group Retrement
and Death Benefit Scheme The net cumulative actuanal gain taken directly to the consolidated statement of comprehensive
income since the date of transimon to 1FRS on 1 February 2006 1s £75),000 in total in respect of both schemes

Deferred tax habiities and assets have been recognised n respect of the surpluses and deficits on the Tandem and Casket
schemes to the extent that itis believed probable that a benefit will arise




19. Equity

Number of

Shares £000
Authonsed
At 1 February 2008 and 1 February 2009 — ordinary shares 4p each 51,875,000 2,075
24 September 2009 Consohdatien and sub-dvisien {43,575,000} —
At 31 January 2010 — ordinary shares 25p each 8,300,000 2,075
Non-voting “A” ordinary shares of 1p each
At 1 February 2007, t February 2008 and 31 January 2009 125,000,000 1,250
Total authonised share capital at 31 January 2010 133,300,000 3,325
Allotted, called up and fully paid
At 1 February 2008 — ordinary shares 4p each 37,584,412 1,503
20 August 2008 Share buyback (1,600,000) (64}
At1 Feﬁruarv 2009 — ordinary shares 4p each 35,984,412 1439
24 September 2009 Consohdaticn and sub-dwision (30,226,932) —
25 September 2009 Share buyback {263,080) (65}
At 31 January 2010 — ordinary shares 25p each 5.494,400 1,374

{luring the year the Group purchased 263,080 of its ordinary shares and held them as treasury shares Followtng the purchase
there were a total of 519,080 shares held n treasury

20. Financial commitments
The total charge for the year for operating lease rentals in respect of land and buildings was £607,000 {2009 - £793,000} and for
other operating leases was £213,000 (2009 - £213,000)

At 31 January At 31 January
2010 2009
Land and Land and
buldings Other bwldings Other
Gperating lease commitments £000 £°000 E000 £000
Total future mimimum payments under operating leases
Within 1 year 691 186 728 155
Within 2 to 5 years 2344 222 2587 293
More than 5 years 420 — 876 —
3,455 a8 4,191 448

Total future mmimum lease commitments include £514,000 n respect of premises at Pinchbeck, Spalding, previously occupied
by the Group’s former Garden Leisure Division, which have been sublet at an equivelent annual rental




Notes to the financial statements

21. Related parties
The only related parties are the Directors Transactions with the Directors are disclosed in note 6

22. Contingent assets and liabilities
The Group had ne contingent habilities at 31 January 2010 or 31 January 2009

| 23. Capital management policies and procedures
The Group's capital management chjectives are

o To ensure the Group's ability to continue as a going concern, and
e To provide an adeguate return to shareholders

In order to maintan or adjust the capital structure, the Group may adopt a number of approaches to meet these objectives
The principal nstruments which are used to meet the Group’s working cepital requirements are equity, bank overdrafts and
invaice finance errangements




Five year history

IFRS IFRS IFRS IFRS UK GAAP
2010 2008 2008 2607 2006
£000 £000 £000 £000 £000
Revenue 35578 35,161 34878 33,785 42,169
Cost of sales (25,998) (24,193) {23,753) {23,195) {30,819}
Gross profit 9,680 10,968 11,125 10,616 11,941
Operating expenses (8,463} (9,842} {9,757) (9,696) {13,097)
Goodwill impairment — {425) {16) — {640)
Operating profit 1.217 70 1,352 920 {1,796}
Finance costs (194} (173} {280} {271) (361}
Finance income — 65 33 — —
Profit before taxation 1,03 593 1,105 649 {2,157)
Tax expense (22) {278) — 297 1152)
Net profit for the year 1,00% 315 1,105 945 2,309}

Tha Five year history does not form part of the audited financial statements
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Company balance sheet under UK GAAP

At 31 January 2010

2010 2009
Note £000 £000

Fixed assets
Intangible assets 4 585 680
Investments 4 1.909 1,309
Tangible assets ] 2 1

2,456 2,590
Current assets
Debtors 6 4,902 4,435
Cash at bank and in hand 2,733 2,289

7,635 6,724
Creditors — amounts talling dus within one year 7 (5,094} (5,282}
Net current assets 2541 1,442
Total assets less current habifities and net assets before pension scheme deficit 5,037 4,032
Net pension scheme deficit 13 (759) {466)
Net assets after pension scheme deficit 1278 3,566
Capital and reserves
Called up share capnal 9 1503 1,503
Shares held in treasury 0 (129} (64)
Merger reserve 10 1,036 1.036
Capital redemption reserve 10 1,427 1427
Profit and loss account 10 441 {336)
Shareholders’ funds 4218 3,566

The financial statements were approved by the Board of Directors an 28 Apnl 2010

G Waldron MP JKeene
Diregtor Director

P A i

The accompanying notes on pages 38 to 45 form part of these UK GAAP financial statements
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Notes to the UK GAAP financial statements

1. Accounting policies

Basis of preparation

The financial statements have been prepared under the
histoncal cost conventon and in accordance with UK
accounting standards

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

Investments

Investments in the Company are mcluded at cost less
amounts wntten off Where the consideraten for the
acqusthon of a subsidiary undertaking wicludes shares
n the Company to which the prowvisions of sections 612
and 613 of the Companies Act 2006 apply, cost represents
the nomnal value of shares 1ssued together with the fair
value of any additienal cons:deration given and costs

Goodwill

Goodwill arising on acquisitions, representing the excess
of the farr value of the consideration given over the far
value of the idenvhable assets acquired, 15 capitahsed
within fixed assets and amortised on & straight line basis
over 20 years Itis considered thatthe businesses towhich
the goodwaill relates will generate profits indefinitely but
a 20 year amortisation penod has been prudently used
Goodwill impairment reviews have been tonducted
both the current and comparatve periods

Negatve goodwill »s amortised over the lives of the
identihable assets to which it relates

Tangible fixed assets

Tangible fixed assets are held at cost unless the value
1s impaired at which point they are carried at the higher
of net realisable value or the present value of future
cash flows ansing from that asset. On all other assets,
depreciation 1s provided on a straight line basis to write
off the assets over their economuc hves as follows

Plant and machinery 310 years
Foreign exchange

Transactions n foreign cusrencies are translated at the
rate ruling en the date of the transaction Where monetary
assets and kabilties exist in foreign currencies, they are
translated into sterling at the exchange rates ruling at the
balante sheet date Differences on exchange are taken
directly to the profit and loss account,

Fimancial instruments

The Company’s financial insttument compnises cash
The Company does not trade n financial instruments
All financial assets are recogmsed when the Company
becomes a party to the contractual provisions of the
instrument.,

Deferred taxation

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

Pension costs

Retrementbenefits to employees are funded by contnibubons
trom the Company and employees Poyments to the
Company’s pension plans, which are financially separate and
independentfrom the Company, are made in accordance with
penodic calculatons by independent consuling actuanes
The costs of funding the plans are accounted for over the
penod covenng the employees’ service

The difference between the fair values of the assets held
i the Company'’s defined benefit pension scheme and
the scheme's habilities measured on an actuarial basis
using the projected unit method are recogrised in the
Company’s balance sheet as a pension scheme asset or
habiity as appropnate, adjusted for deferred taxation
The carrying value of any resulitng pension schems asset
1s restricted to the extent that the Company 1s able to
recover the surplus either through reduced contributions
in the future or through refunds from the scheme

Changes in the defined benefit pension scheme asset or
hability ansing from factors other than cash contribution
by the Group are charged ta the profit and loss account
or the statement of total recognised gams and losses in
accordance with FRS17 ‘Retirement benefits’

For further pension information see note 13

Share-based employee remuneration

All share-based payment arrangements granted after 7
November 2002 that had notvested prior to 1 February 2006
are recogmsed m the finencial statements The Company
operates equity settled share-based remuneration plans
for its semor employess

All employee services receved in exchange for the grant
of any share-based remuneration are measured at thewr
fair values These are indirectly determined by reference
to the fair value of the share eptions awarded Their value
1s appraised at the grant date and excludes the impact of
any non-market vesting conditions

All share-based remuneration is ulbmately recogmised
as an expense in the profit and loss account with a
corresponding credit to reserves, net of deferred tax where
apphcable |f vestng perntods or other vesung condrtions
apply, the expense ts allocated over the vesung period,
based on the best available estimate of the number of share
options expected to vast Non-market vesting conditons
are included in assumptions about the number of options
that are expected to become exercisable Estumates are
subsequenty revised, if there 15 any indication that the
number of share aptions expected to vest differs from
previous estmates No adjustment 15 made to the expense
recognised in pnior pertods if fewer share options ulimatety
are exercised than onginally estimated

Upon exercise of share opbions, the proceeds recewed
net of any directly attnbutable transactaon costs up to
the nominal value of the shares i1ssued are allocated to
share capital with any excess being recorded as share
premium.
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Notes to the UK GAAP financial statements

2.

Profit for the financial year
The Company has taken advantage of section 408 of the Companies Act 2006 and has not included its own profit and loss
account n these financial statements The Company's profit for the year was £884,000 {2009 — loss £1,114,000)

Auditors’ remuneration incurred by the Company durmg the year for audit services totalled £3,000 (2003 — £3,000), and for tax
compliance services totalled £1,000 (2009 — £1,000)

Directors and employees remuneration

Expense recognised for employee benefits 1s analysed below
Yearended  Year ended
31 January 31 January

2010 2009

£000 £000

Wages and salanies 347 342
Benefits q 4
Social security costs 0 L
Share-based employee remuneration 15 16
Pension scheme contributions — defined contribution scheme 106 92
515 495

Number Nuember

The average number of persons employed by the Company during the year was 3 3

During the year and in the previous year the Company contributed to a defined contribution pansion scheme for M P J Keene
An anatysis of Directors’ remuneration 15 shown in note 6 to the consolidated financial statements.

Intangible fixed assets and investments

Unhisted
nvestments
1n subsidiary Negative
undertakings Goodwill goodwill
£000 £'000 £000
Cost
At 1 February 2009 and 31 January 2010 5,866 2.506 (197}
Amortisation and impairment provisions
At 1 February 2009 3,957 1,826 (197}
Amortisation provided n the year — 95 —
At 31 January 2010 3957 1,921 (197)
Net hook value
At 31 January 2010 1,909 585 _—
At 31 January 2009 1,909 680 —

The princtpal wholly owned subsidiary undertakings of the Company at the year end are isted below M V Sports {Hong Kong)
Limited was incorporated in and operates in Hong Kong The other compames were incorporated n and operate in the United
Kingdom

Design, development, sourcing and distribution of

Falcon Cycles Limited Bicycles and bicycle accessones

Dawes Cycles Lmited® Bicycles and bicycle accessories

MV Sports Group Pic* Sports, snooker and pool, cutdoor play, toy and
leisure products

M V Sports (Hong Kang) Limited Sports, sncoker and pool, outdgor play, toy and

{eisure products

* Denates 100% of issued ordinary shares




5. Tangible fixed assets

Plant and
machinery
£000
Cost
At 1 February 2009 21
Addiions 2
At 31 Jenuary 2010 23
Depreciation
At 1 February 2009 20
Prowded in the year 1
At 31 January 2010 21
Net book value
At 31 January 2010 2
At 31 January 2009 1
6. Debtors
2010 2009
Amounts due within one year £000 E£'000
Amounts due from subsidary undertakings 4818 4,344
Other debtors 6 8
Other taxation [ ] 75
Prepayments and accrued income 9 8
4,902 4,435
1. Creditors — amounts falling due within one year
2010 2003
£000 £000
Trade creditors 99 16
Amounts due to subsidiary undertakings 4,692 4,783
Taxation and social security costs 8 16
Other creditors 156 133
Accruals 139 214
5,094 5,282
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8. Deferred taxation

2010 2009

£000 £000
At the beginning of the year 181 {74}
Origination and reversal of tming differences 114 255
At 31 January 295 181
Not Not

Provided Provided Provided Provided

2010 2010 2009 2009

£000 £000 £000 £000

Accelerated capital allowances —_ (a) —_ (5)
Short-term timing differences — {16} — {16}
Losses — {43) —_— {167}
Excess management expenses _— (680} — {690)
Capitatlosses - {174) —_ {774)
Advance corporation tax (ACT) —_ {51) —_ {51)
Pensions 295 — 181 —_
295 {1.578) 181 (1,703}

A deferred tax asset has not been recognised in respect of certamn tradmg losses, capital losses, excess management
expenses and ACT as the Company does not anticipate sufficient taxable trading profits, capital gains, utlisation of
management expenses or recovery of ACT respectively, to anse within the foreseeable future

9 Called up share capital

Number of

Shares £'000
Authonsed
At 1 February 2008 and 1 February 2009 — ordinary shares 4p each 51,875,000 2,075
24 September 2009 Consclidation and sub-division {43,575,000) —
At 31 January 2010 — ordinary shares 25p each 8,300,000 2,075
At 1 February 2007, 1 February 2008 and 31 January 2009 125,000,000 1,250
Total authorised share capital at 31 January 2010 133,300,000 335
Allotted, called up and fully paid
At 1 February 2008 — ordinary shares 4p each 37,584,412 1,503
20 August 2008 Share buyback {1,600,000) {64)
At 1 February 2009 — ord:nary shares 4p each 35,984,412 1,439
24 September 2009 Consolidation and sub-division (30,226,932} -
25 September 2009 Share buyback {263,080) {65)
At 31 January 2010 — ordinary shares 25p each 5,494,400 1314

Durtng the year the Group purchased 263,080 of its ordinary shares and held them as treasury shares Following the purchase
there were a total of 519,080 shares held in treasury




9, Called up share capital continued
Share options
The following options were held at 31 January 2010 under the Group's share aption schemes

Option
price
Granted Exercised Cancelled per 25p
1 February during during during 31 January  ordinary
Number of shares 2009 year year year 2010 share Exercise Perrod
2007 Fmployee Share Optian Scheme
Darectors
G Waldron — — — — — - —_
M P JKeene 86,400 — - - 86,300 1891p 31/01/10-14/06/20
S JGrant 83,200 — —_ — 83,200 1891p 31/01/10-14/06/20
Other employees 172,000 — — — 172,000 7891p 31/01/10-14/06/20
1886 Approved Share Option Scheme
Drrectors
G Waldron — — - — — —_ —
M P J Keene 15,200 — — — 15,200 N 88p 01/05/06-01/05/13
16,000 —_ —_ —_— 16,000 62 50p 26/09/09-26/06/16
S J Grant 20,800 — — — 20,800 7188p 01/05/06-01/05/13
16,000 —_ —_ — 16,000 62 50p 26/06/09—26/06/16
Other employees 59,200 — — — 59,200 7188p 01/05/06-01/05/13
41,600 —_ — —_ 41,600 62.50p 26/06/D3-26/06/16
1996 Unapproved Share Option Scheme
Directors
G Waldron — — — — — — —
M P JKeene 26,400 —_ —_ — 26,400 71 88p 01/05/06-03/05/10
S J Grant 8,000 — — - 8,000 7188p 01/05/06-01/05/10
Other employees 21,600 —_ —_ —_ 21,600 71 88p 01/05/06-01/05/10
The Group has the following outstanding share options and exercise prices
2010 2009
Remaining Remaining
Exercise  contractual Exercise  contractual
price Iife price life
Number {pence) {years) Number pence) lyears)
Date exaercisable {option Life}
2006 (up to 2013) — Approved 95,200 71.88 32 95,200 FAR. ] 42
2006 (up to 2010) — Unapproved 56,000 7188 02 56,000 7188 12
2009 {up to 2016) 73,600 6250 64 73,500 6250 714
2010 {up to 2020) 341,600 78.91 104 341,600 89 114

The ordinary share mud-market price en 31 January 2010 was 80 Sp {2009 restated — 47 7p) Dunng the year, the highest
mid-market price was 85 0p (2009 restated -— 120 3p) and the lowest was 34 4p {2009 restated — 42.2p) The weaighted average
exercise price of the opuons 1 1ssue was 74 9p {2009 restated — 74 9p} The ordinery share mid-market pnces for the year
ended 31 January 2009 have been restated for the share consohdation and sub-dwision which became unconditional on
24 September 2003

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

exercise pnces of 62.50p (2009 restated — 52 50p) to 78 91p (2009 restated — 78 91p),

36 3% (2009 - 36 3%) to 48 0% (2009 — 48 0%} volatilty based on expected and historical share price,
a nsk-frae ntarest rata of 0 60% (2009 — 086%,),

all options are assumed to vest after three and a half years from the date of grant of the options, and
no dwidends

In total £15,000 (2003 — £16,000) of share-based employee remunergtion expense has been mcluded in the consohdated
income statement. No habiities were recognised due to share-based transactions
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10. Statement of movements on reserves

Capital Profit

Shares held Merger  redemption and loss
in treasury reserve reserve account Total
£'000 £000 £000 £'000 £'000
Balance at 1 February 2009 {64) 1,036 1477 {336) 2,063
Profit for the year — — — B34 884
Net actuarial loss on pension scheme — — -~ (309) (309}
Share buyback {65} —_ — {114) (179)
Share-based payments —_ —_ — 15 15
Transfer of intercompany impairment provisions —_— — — 301 30
Balance at 31 January 2010 {129) 1,036 1,427 a0 2,775

The ntercompany impairment provisions relate to balances recewable and payable between wholly owned subsidary
compames Accordingly, the provisions have been transferrad to the subsidianes to which the impairments relate

11 Contingent liabilities
A cross guarantee exists between all companies in the Group for all amounts payable to HSBC Bank Ple The maximum
potential habihty to the Company st year end was £ml {2009 — £168.000)

12. Capital commitments

There were no capital commitments at 31 January 2010 or at 31 January 2009

13. Pension arrangements

42

The Tandem Group Pension Plan

A contributory pension scheme, the Tandem Group Pension Plan, has two sections One provides benefits based on final
pensionabla salary, the other provides benefits based on defmed contributions The scheme ts clesed to new members

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

Contnibutions to the final salary section are determined by an independent qualified actuary on the basis of the tnennial
valuation using the Atteined Age Method

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

2010 2009 2008 2007 2006
£000 £000 £000 £000 £000
Present value of defined benehit obhigation at the
begmning of the year 1.383 1,190 10,749 11,340 9,296
Current service cost — — 1u k| 3
Contnbutions — — 2 5 5
Interest cost 479 43% 513 545 478
Actuarnal loss/{gain) 1,000 248 {1,221 {697} 1,945
Benefits paid {488) {494) (1,021} (483} 17)
Payment due to members fallowing buyout of
non-statutory increases — — {352) — —_
Past service saving — —_ {1,488) — —
Present value of defined benefit cbligation
31 January 8.464 7,383 1,190 10,749 11,340




13. Pension arrangements continued

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

2010 2009 2008 2067 2006
Discount rate 5.60% 670% 630% 550% 430%
Increase in pensionable salanes —%* —%* 360% 315% 2.75%
Increase in pensions in payment Upto50D0% Upto500% Upto500% 500% 500%
{ncrease in deferred pensions 3.00% to 5 00% for all years
Inflation assumption A50% 130% 3160% 315% 215%

Mortality assumption table

PA92 {YOB MC) PA92 {YOB MC) PA92(C=2010) PA92{C=2010) PA92(C=2010)

The assets held for the defined benefit obligations can be reconcited from the opeming balance to the balance sheet date as

follows
2010 2009 2008 2007 2006
£'000 £000 £000 £000 £000
Fair value of scheme assets at the
beginming of the year 6,736 8,161 9,202 9,139 8,041
Expected return on scheme assels 304 504 546 459 an
Actuanal gain/{loss) 667 {1,541} (682) {1 953
Contributions n 106 16 124 91
Benefits paid (488) {494) {1,021) {483} {117)
Fair value of scheme assets at 31 January 1410 6,736 8,161 9,202 9,139
The long-term expected rates of return were
2010 2009 2008 2007 2006
Equities 148% 14% 16% 75% 15%
Property 64% 64% 66% 65% —%
Gilts 44% 44% 46% 45% 4 5%
Corporate Bonds 56% 67% 58% 55% —%
Cash and other 4.0% 15% 55% 50% 45%
The value of assets iy the scheme were
At At At At At
31 January 31 January 31 January 31 January 31 January
2010 2009 2008 2007 2006
£000 £000 £000 £000 £000
Equites am 3,168 3,677 4,346 3,263
Property 809 699 8§73 981 —
Gilts 2,150 2,012 2,686 2910 5,839
Corporate Bonds 802 683 800 960 —
Cash and other 178 174 25 5 37
Total far value of assets 7.410 6,736 8,161 9,202 9,133

* There are no members whose benefits are hnked te salanes




13. Pension arrangements continued
The reconcihation of movements in the year were as follows

2010 2009 2008 2007 2006
£'000 £000 £000 £000 £000
{Deficit)/surplus at the beginning of the year (647) 971 {1,547} (2,201} (1,255)
Movement in year
Current service cast - — (14 {33 {33)
Contnibutions 9 106 114 19 86
Finance {cost)/income (75) 65 3 (46) {7)
Actuanal {losslgam 1423) (1,789) 5 620 (992}
Payment due to members following buyout of
non-statutory increases — — 352 — —
Past service saving —_ —_ 1,488 —_ —
(Deficitl/surplus at 31 January (1,054 {6471 m {1,547} (2,201}
Related deferred tax asset/{hiability} 235 18 {272} 464 660
Net {deficit)/surplus at 31 January {759) (466) 699 {1,083} {1,541)
210 2009 2008 2007 2006
History of experience gains and losses
Difference between the actual and expected
returit on scheme assets
Amount [E'000) 667 11,541) {682} m 953
Percentage of scheme assets 9.0% (22 9)% B4% (081% 104%
Experience losses on scheme habilities
Amount {£000) 1 {542) (539) — (447}
Percentage of scheme liabilities —% 73% 75% —% 319%
Total amount recogmised
Amount {£'000) (423) (1,789) 545 620 (992)
Percentage of the present value of the
scheme habilties (5.0)% {24 21% 76% 58% 8 71%

The expected contributions in the year ending 31 January 2011 are £92,000

14. Related party transactions
Transactions between Group compames have not been disclosed in accordance with the exemption conferred by FRS 8




45




IMPORTANT INFORMATION FOR SHAREHOLDERS

Unsolicited mail

Some shareholders may recewe unsolicited mail, including from unauthorised
investment firms For more information on unapproved or unauthonsed investment
firms, wisit the website of the Financial Services Authonty at www.fsa.gov.uk.

If you wish to hmit the amount of unsolicited mail you receive contact

Mailing Preference Service (MPS)

DMA House

70 Margaret Street

London

WI1W 8sS

Telephone 020 7291 3310 or register online at-
www.mpsonline.org.uk

Duplicate mailings

If you receive duplicate mailings, it may be because we have more than one
shareholding in your name, To ensure that your shares are registered correctly
and amalgamated into one account, please contact the Company's registrars :

Capita Registrars
Northern House
Woodsome Park,

Fenay Bridge

Huddersfield

HD8 OLA

Telephone 0871 664 0300
www.capitaregistrars.com




