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CHAIRMAN'S STATEMENT

lntroducuon

I'he Group’s strategy of focusing on brands and bicensed
products, where the business can bang into play its cxportisg in
charcter icensing, product & brand development and
distribution, has enabled the business to report sohd growth in
both revenue and profitability

Importantly, in these challenging markets, this s a testament to
our people, therr experuse and, their worlung relanonships
with licensors, manufacturers and customers These
partnerships have been instrumental m creating a modern and
exating portfolio of produce for the UK and a growing
presence and opportunities i overseas ternrories

In the penod under review, around 60% of our revenues came
from own-deviloped, branded product Both our own-
developed and third-party distributed products performed well
1 a difficult marcker enabling Character to mamtain its posttion
as one of the UK’s leading toy comparues

Fimancials for the v car ended 31 August 2011
Group sales in the year amounted to £94 95 mulhon, up 11 4%
on last year (2010 £85 23m) Overall margmns hadd up well at
34 3% against 35 3% last year Seclling and distnbution costs
increased mn bne with turnover and admmstration costs
remained stmudar to those of 2010

Fotal operating profit stood at £9 30 mullion aganst £7 59
mullion last year Group profit before rax amounted to £905
mallton (2010 £7 55m)

Basic earmings per share for the year under review were 28 47
pence compared to 20 12 pence 1n the year ended August
2010

Net Assers at 31 August 2011 increased o £7 57 mullion
(2010 £6 46m)

Stocks at the August 2011 year-end stood 2t £11 56 milhon
compared to £9 32 cullion at end of the 2010 financial year

Cash and cash cquivalents ac 31 August 2011 were 10 86
mlhon (2010 £16 4m) At the same date, short-term
borrowings wore £1573 malhon (2010 £16 9my)

Iollowing both the Group’s share buy-backs and the propern
transactions undortaken duning the year, the business contnues
to have substantial headroom within us workung capial
facibinies

Dividend

TI'he Directors are cecommending a final dondend of 3 00
pence per ordinany share (2010 2 00p), thus, together wath the
miertm dividend pard m July 2011 of 3 00 pence per ordinary
share makes a total for the year of 6 00 pence (2010 4 00p)

I'he dividend 15 covered approximately 4 7 imes by earnings in
the year 10 31 August 2011 (2010 5 0 nmes)

Subycct to approval by sharcholders at the Annual General
Meeting to be held on 18 Jznuary 2012, the final dividend wall
be pard on 27 January 2012 to sharcholders on the Register as
at 6 January 2012 The shares will be marked ex-dwidend on 4
January 2012

The Ycar under Review to August 2011
Dunng the 2010/2011 fnancal year we have built on the
previous years' successes through enhanced marketing
activitics and new product introductnons

The strength of the Group’s portfolio has seen product sell
through well, particularlv when compared to the marker s a
whole We ended the financial year with higher than cxpected
stocks which have aleeady returnced to more normal levels

Agamst the backdrop of the unusually difficult trading
environment, we have experienced some outstanding
SUCCLSSCS -

¢ Zhu Zhu Pets, which were the recipient of two
trade awards during the ycar, continued to have a
strong year at retasl

¢  Scooby-Doo’s new product hne did well in the UK
and, as importantly, had an exceptional year in [taly,
France and Spam Addinonally, 1t showed substanual
growth 1n the US, a terntory whuch 15 now becoming
an important market for Character

*  Peppa Pig put in another strong performance at
retadd and, with the addition of Fireman Sam
(which was presented with a pre-school toy of the
year award for the De-Luxc [irestaton by the 1oy
Retaler’s Assocraton}, our pre-school offenng
remains one of the strongest in the UK

*  Doctor Who and HM Armed Forces have both
contributed to the sirength of the Group's brands
and
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CHAIRMAN'S STATEMENT  CONTINUED

+  New additions, like Angry Birds, added excitement
to the line-up of grear product, whilst new
mtroductions also included Bob The Builder,
Squinlaces and our own deviloped line, Character
Bulding (a range of construcuon tovs), with the
latter getting off to a great start

New for 2012
During the current financial vear, the programme of both
enhancing our brands by creaung new products and the

addiion of new brands/catcgories will continue

Ar Christmas 2011, wi shall be mtroducing XiaXia
{pronounced ShaSha), a ncw range developed by the creator of
the successful brand ZhuZhu Pets

In Februan, we shall launch the toys celating to Deadly 60, a
BBC producuon which we beheve will firmlv establish our
Character Building brand m the market place

1n May, Mike The Knight will enter the pre-school market
place and following the TV programme, just atred, has got off
to an cxciting start

We shall launch Appgear in June Appgear 1s a completely
ncw concept for Character which combines tovs, mobile app
technology and augmented reality, to creare the ultimare virrual
gamung expenence For Character, this s a truly excinng
project as we are working with WowWec, the creators of
Robosapien, whom we know from past experience make

dreams happen through advanced technology

We look forward to keeping sharcholders updated of our
progress both with our new and existing brands/range
developments

Properny
Dunng the year, the Group completed a number of property
transachions

In May 2011, we acquired the enure frechold property at 80 o
88 Coombe Road, New Malden, Surrey  1Tus 16,500 sq fr
property includes the Group's Head office, whach the
Company has leascd sincc 1998 The property was purchased
for £3 00 mullion {(excluding expenses) and financed from the
Group’s own cash resources We bebeve this investment
provides the opportunn to expand our business wathout the
disruption of moving premuses and will provide the Group
with a good long-term mnvestment  The property currenth
produces a rental income of cirea £154,000 per annum, from
the space not currently utbiscd by the Group

We completed the sale of cur 1eddington offices in August
2011 (purchased 1n March 2011}, when they became surplus to
our requirements following the frechold of our leased New
Malden offices becoming avatlable The net proceeds of
approximacely £1 00 mulhon were credited to Group funds

In July 2011, the Group purchased the frechold interest of
Vernon Mill, Oldham This 325,000 sq ft facility, ona 5 5-acre
site, was alreadv occupred and leased by our trading subsidiary
Character Opuons Limated Lecs Brook Mill, Lees, Oldham
whteh 1 also owned by the Group, contnues to provide the
central logastical facility but, by purchasing Vernon Mall, 1
gives us the opportunity for expansion of the Group’s
principal trading operation, agam, without disruption or
rcdocanon  The purchase price was £1 70 mullion (excluding
cxpenses), which was patd i cash  An addinonal payment will
be madc to the seller 1f Vernon Mill 1s sold wath the benefit of
planning pcrmussien within 15 years of complunion and the
prce achreved exceeds £2 20m plus vanous associated costs
incurred by the Group

Our People

We announced i March 2011 the appomtmant 1o che Main
Board of Mike Hyde He has been in charge of the Group's
Far bast operanions since joming the Company in 2005 and,
subscquently Mike has taken on the additional responsibility of
US sales

Gurry Mcloughlin has jomned the Board of Character Opuions,
our pnncipal trading subsidsary in the UK, as Opcorations
[nrector Gerry jomed Character in December 1997 and has
fately held the positon of Logistues Manager

We arc fortunate that the Group’s management teams ase
expenienced, effective, and capable of taking further and
increastngly important roles in the future runnming of the
Group

I'he Group average number of employees over the year was
165 102 of thesc are based 1n the UK and the remaining 63 i
Hong Kong and Chuna (2010 156 of which 98 were i the UK
and 58 in Hong Kong and China)

We have beun 1n business now for twenny years and on behalf
of the Board welcome all new emplosees to the Group 1
would also hike to thank those colleagues who have been long
standing mumbers of the Character farmuly, somd from the
carlest vears, for not only their hard work but for thar loyalty
and foendship which has helped Character overcome a rough
and challcnging environment for everyonc at home and
ntcrnationally
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CHAIRMAN’S STATEMENT

Share Buy-Back Programme

Since June 2006, the Company has followed a policy of buyving
back 1ts own shares in the market, whenever the Directors felt
that the share pricc undervalued the Group and when they
considered 1t to be the best use of Group funds

Dunng the financil year ended 31 August 2011, the Company
acquired a total of 3,028,500 ordinary shares of 5 pence each n
the capital of the Company (“Ordinary Shares”) at an
aggregate cost of approxmately £3,103,000, (Lxcluding stamp
duty and dealing costs), with the average cost being
approximately 168 pence pur Ordinary Share

Since the August year-cnd, the Company has purchased for
canccllation a further 925,420 Ordinary Shares in the market at
an agpregate cost of approximatcly £1,596,000 (excluding
stamp duty and dealing costs), with the avcrage cost bemg 173
pence por Ordinary Share

I'he Company has an ununhsed authorny to buy back up roa
further 4,537,080 Orchinary Shares As at today’s date, the
Company has 22,935,581 Ordinary Shares i 1ssue {"lssued
Votng Share Capital”), excluding shares held 1n treasury, and
holds 4,019,456 Ordinary Shares in treasury, represenung
approximately 17 52 per cunt of the Issued Voung Share
Capital, which do not carry vonng or dividend rights

It remains part of the Group’s overall strarcgy to continue to
tepurchase tts shares when approprate, thereby further
enhancing shareholder value  Accordingly, the Board will be
secking a rencwal of the authonty to buy-back 1ssued Ordman
Shares at us forthcomng Annual General Meeting, i January
2012

Outlook

I'here 1s no longer any doubt that Chnistmas trade has suffered
to date as a direct resulr of the abnormally temperate chmate
but also by the excepnonally difficult reearl marker tn generat

It 13, therefore, even more important for us than normal o
focus on remnvesting 1n our brands to keep them both fresh
and novel, as wcll as brnging new concepts to the marker
whether via our own in-house developmunt or through third
party devdlopment

We belicve that we are making continued progress as a
Company n ths regard and that our efforts are helping us to
better establish our posinon each vear within the industry

CONTINUED

Looking ahead, whilst we cannot influence the overall toy
mdustry, and retail spending 1n rotal, we believe tha by
conunuing to ‘refresh’ our product bines at retail and by
marketng our products in mnovatve ways, we shall be
celauvely successful when compared to the mdustry as a whole

Bearing tn mind the tough economic conditions, we have
reduced our sales forceasts for the current financial year and
taken steps to reduct, our total costs accordingly We expect,
however, to continue to be cash generative and provided we
see no further deterioranon m sales, we also expect 1o mamntain
our profitability for 2012 at a sumalar level to the financial year
ended 31 August 2011

@m& AN

Rachard King
Chairman

29 November 2011
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DIRECTORS' BIOGRAPHIES

Rachard King (aged 66), Lxecutive Charrman, has extenanve expertence m the toy industry and has been involved mn imporong
consumer products from the Far Fast since 1969 He estabhished the onginal business of The Character Group ple jointly with Mr
Kissane and Mr Shah m 1991 and works tn close associauon with the management to develop and implement Group strategres

Kiran Shah (aged 57), Group Fiance Director and Joint Managing Dicector, 15 2 member of the Chartered Association of
Certificd Accountants After intmally, working 1n a private accountancy practice, he moved mto industry and, since 1978, has been
involved extensively 1 the toy industry, notablv in hus role m jointly heading up 2 successful management buyout of Ment Lovs
Limisted 1n 1981 and 1ts subsequent sale to Bluebird [oys ple in 1988 He joint]y established the engmal business of 1'he Character
Group ple with Mr King and Mr Kissane m Aprl 1991

Jon Daver (aged 47), Group Marketing Dhrector and Joint Managing Dhrector, jomed the Group tn September 1991 from
Rambow Toys Linted, where he was Sentor Markenng Execunive 1le became Group Markenng Director in August 1994 and has
devdloped close working relavonships with the Group’s suppliers e has played a key role in product duvelopment and the
development and implementanon of the Group’s marketing strategy

Joe Kissane (aged 593, Managing Director of Character Oprions Lirmited, has considerable sales expertise both at ectarl and
supplier base in and outside the toy mdustey, guned over a period of over 35 years, notably wath such companies as Nabisco,
Lego and Tonka He 15 onc of the founders of the Group

Michael Hyde (aged 37), Managing Director of Far East Operations, has been i charge of the Group’s Far Last operatons
smce joining the Company i 2005 Prior to joming Character, Michael spent six vears working for Mattel Inc, the NASDAQ
listed US toy designer and manufacturer, where he held a number of management positions, focusing on brand managument,
markenng and product development | e artaned a Bachelor of Arts {(BA) 1in Mandann Chinese from Brngham Young University,
Utah and a Master of Business Admumstranon (MBA) from Lojola Marymount Unsversity, Cabifornia

Lord Birdwoed (aged 73), Independent Non-xceunve Director, was appomecd to the Board in September 1995 1le has
expernience as a director of quoted and private companses 1e has particular interests in executive placement and recrwtment He
15 also retamed by privare equiny firms to advise on furure technologies and 1s on the board of a speciabist investment fund

focusing on new defence products  1le chairs a hotel acquisition and development company which he co-founded

Dawid Harns (aged 61}, Semor Independent Non-Executive Director, was appomted to the Board m May 2004 e has very
broad financial cxperience gatned over a 30 year career in both execubve and non-executive capacties 11c 1s currently a non-
exccunve director of Small Companies Dhividend | rust ple, Manchester and London Investment | rust ple, Aseana Properues | d,
COBRA Holdings ple, F&C Managed Portfoho T'rust plc and Core VCTV plc, all of which are quoted comparues on the London
Stock Exchange He 1s also a non-execunve director of SDI' [ imited and Phorus Chent Services Limuted, both prvate companies

The Character Group plcannual repont and accounts for the year ended 31 tugast 2011
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DIRECTORS” REPORT AND BUSINESS REVIEW

The directors prusent thetr report together wath the financaal statements for the vear ended 31 August 2011

Dhrectoes
I'he following are the dircctors that served dunng the yvear
Richard King (xecutive Chairman)
Kirankumar Premchand Shah FCCA (Group Finance Director and Jomnt Managing Director)
Jonathan James Diver (Group Marketng Dircctor and Jomnt Managing Director)
Joseph John Pamnck Kissane (Managing Dicector, Character Options Limuted)
Michael Spuncer Hyde (Managing Director, IFar 'ast Operanons) (appomted 1 March 2011)
1 ord Brrdwood (Indepundent Non-Lxecunve Director)
David Harrts (Senior independent Non-Execunve Director)
Biographtes of the directors are set out on page 5

Principal activity
The Group 1s engaged in the design, duvelopment and international distnbunon of toys, games and gifts

Busincas review, resuls and dividend

A review of the business 1s contamned in the Chairman’s Statement on pages 2 to 4 and the results are detaled m the consolidared
income statement on page 20, the consobdated statement of comprehensive income on page 21, the consolidated balance sheet
on pagt 22, the consolidated statement of cash flow on page 23 and the consohidated statement of changes in equity on page 24
Ihere was a profit for the year, after taxatton, amountng to £6,835,000 (2010~ £6,187.000)

[he dircetors recommend a final dividend of 3 0 pence per share {2010 20 pence} making a tota) dividend for the year of 6 0
pence per ordinary share (2010 4 0 pence) If approved, the final dividend wall be patd on 27 january 2012, to sharcholders on
the regaster on 6 |anuary 2012

Directors and therr interests 10 sharcs
The directors and therr intorests (all of which arc beneficial) in ordinary shares of 5p each in the capital of The Character Group
ple (“Ordmary Shares”) as at 31 August 2011 and 1 December 2011 (baing the buainess dav prior to the date of this report) were

as follows

1 December 2011 31 Auguse 2011 31 August 2010
Ordinary Ordinany Ordinan
Miszmber of Sharcs “wumber of Shares Number of Shares
Ordinary under Ordimary under Ordinan under
Directors Shares option Shares option Shares ophon
R King 3,831,209 550,000 3,996,209 550,000 4,146,209 550,000
K P Shah 5,573,250 550,000 5,738,250 550,000 7,178,250 550,000
J ] Diver 1,046,003 1,465,000 1,096,003 1,465,000 1,436,003 715,000
) P Kissane 600,000 715,000 620,000 715,000 715,000 715,000
M S Hyde 100,000 72,000 100,000 72,600 - -
Lord Birdwood 8,750 — 8,750 - 8,750 -
D Haros 44,097 - 44,097 - 49,097 -

&  The Character Group pleanneal repon and accounts for the year ended 31 August 2011




DIRECTORS” REPORT AND BUSINESS REVIEW  CONTINUED

Included 1n the mtcrests of R King are hus interests in Ordinan Shares held by Cedarberg Investments Limted, being 1,635,428
Ordinary Shares at 1 December 2011, 31 August 2011 and 31 August 2010 There s also meluded 1n the interusts of R King his
nterests i Ordinary Shares held by 10PS Penston Scheme being 871,750 ar 1 December 2011, 1,036,750 ar 31 August 2011 and
1,186,750 at 31 August 2010

Included 1n the interests of K P Shah are hus mterests i Ordinany Shares held by Sanssa Holdings Limated (“Sarissa™), being
5,030,000 Ordinary Shares at 1 December 2011, 5,630,000 Ocdinary Shares at 31 August 2011 and 6,545,000 Ordinarv Shares at
31 August 2010 Also mcluded 1n the ainterests of K P Shah are 518,250 Ordinary Shares of Mr Shah’s personal punsion scheme
at 1 December 2011 and 83,250 Ordinary Shares at 31 August 2011 and 608,250 Ordinary Shares at 31 August 2010

At 1 December 2011, 31 August 2011 and 31 August 2010, included 1n the interests of ) | Diver are 401,867 Ordinary Shares held

by M Diver's personal pension scheme

Further, Orbis Penston Lrustees Limuted, the trustee of the Company’s cmployee share ownership trust (“the | rust™), held
285,000 Ordinary Shares at 1 December 2011, 31 August 2011 and at 31 August 2010 Each of R King, K P Shah, | ] P Kissang, J
J Daver and M 5 Hyde 15 deemed to be mterested in such holding by virtue of being wathin the class of beneficanes defined by
the Lrust

Employ menat poboes
The Group depends on the skills and commatment of its employecs m order to achieve us objecuves Group staff at every level
are encouraged to make thetr fullest possible contribution to the Group’s success

The Group’s sclection, traiming, development and promotion pohcies ensure cqual opportunitres for all emplovees regardless of

gender, mantal status, race, age, suxual ortentation or disabality All decisions are based on ment

[t 15 the Group’s policy not to discriminare between emplovees or potenual umployees on any grounds Full and fawr constderanon
15 gIven to the recruitment, training and promotion of disabled people and should staff become disabled during the course of therr
employment, efforts would be made to provide appropuoate re-tramning The Group places enormous importance on the
contributions of its cmplovees and aims to keep them informed of developments 1n the Group by wav of regular meetings,
newsletters and publications, together with distnbution of the Annual Report

Employces arc tncouraged to become involved 1n the financial performance of the Group through participation in the Group's

share option schemes

Rescarch and deselepmont
The Group's research and development activities are concentrared on the devilopment of new products, new processes and
mprovements to, or developments of, exssung produces

Policy and practice on payment of creditors

TI'he Group dacs not follow any standard code of practice for paying 1ts supphers but, mnstead, agrees with each principal supplier
the terms of payment for each transacuon or senes of transactons  The Group’s policy 1s then to abide by those pre-arranged
terms for payment At 31 August 2011, rrade creditors of the Group represtnted an average of 79 (2010 72) days credit m
relation to total purchases for the year

Prnncipal nsks and uncuoramues
T'he management of the business and the nature of the Group’s strategy are subject to 2 number of nisks and uncertamues The

directors have sct out below the panapal nisks facing the business

Supphors

In order to achteve compenuvely priced products, the Group has outsourced production, mainly to China Risks and uncertambies
of this strategy include management and quality control 1ssues at the factories The Group manages thus nsk by having local
offices 1n Hong Kong and China with teams that work closely with the factones

The Characrer Group ple sanual xeport and accounts for the pear ended 31 Awguse 2017




DIRECTORS’ REPORT AND BUSINESS REVIEW  CONTINUED

Compeniton
I'he Group opcrates in a highlv competiove marker As a result there 1s a constant pressure on margins and the addinonal nisk of
being unable to mect customers’ expectations Poliacs of supply chain management and product development are in place to

mutigate such risks

Foreign currency

A significant amount of the Group’s purchases are made 1n US dollars  The Group 1s therefore exposed to foretgn currency
fluctuanons The Group manages s forergn exchange risk with forward foreign exehange contracts and other denvauve financial
mstruments such as currency options, to reduce the (xposure

Environmental

I'he Group places emphasis upon cnvironmental comphance 1n its business and not only secks to ensure ongoing comphance
with relevant legislation m the major markets but also strives to ensure, as far as possible, that environmental best pracuce 1
incorporated mnto key processes Foliowing the Group’s successful efforts to reduce the packaging content of us products, cvery
opportunity 1~ now taken to rcview all product packaging wath a view to reducing the impact on the environment

Finanuial nsks

I'he main nsks ansmng from the Group's financrl mstruments are foretgn currency nsk, credit rsk, concentration nsk, interest rate
and quidity nisk

I'he Board reviews and agrees pohcies for managing each of these nsks A summary of these nisks 1s disclosed 1n note 23 to the
Group financial statements

Kev Performance Indicators (KPIs)

I'he dicectors are of the option that the relevant KPIs for an assessment and measurement of the Group’s performance and
financial positon are revenues, gross margans, operating profit, earnings per share and cash generation, the mformation for which
15 avalable in the accompanying financral statements  [he Group maintams a robust planning system and progress 15 momtared

on a regular basts
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DIRECTORS’ REPORT AND BUSINESS REVIEW  CONTINUED

Dll’CCIOFS" ll'ld(..ﬂ]lll[} msurandce
The Companv has purchased and mamtains msurance to cover its directors against kabihitics in refation to their dunes to the
Group

Substantial shareholders other than directors
At 1 December 2011, the followang, other than the directors and their related interests, had noufied the Company of an interest in
3% or more of the Company’s 1ssued Ordinary Shares

Shareholding % (excluding
Name Number of Ordinary Shares Qrdinary Shares held in treasury)
Sweet Briar Investments Limuted 1,275,000 56%

Changes i share capital

During the year, the Company repurchased for cancellzrion 3,028,500 Ordmary Shares, which represents 12 74% of the tssued
share capital at 31 August 2011, (xcluding shazes held in Treasury

403,850 Ordinary Shares wire tesued dunng the year to employees uxerctsing ther share options

Details are given in note 28 to the Group financial statements

Share optron schemes

Details of the Company’s sharc option schemes are gaven i note 28 to the Group financial statements

Chantahie and polihical donauons
Paymnts to health and childrun’s chanties, and community support amounted to £41,000 (2010 £61,500) There were no

political contnbutions m either year

Aonud General Mecting

Notice converting an annual general meeang of the Company 15 set out on page 66 of this document  bull details of the business
to be transacted ar that meeting are set out in that notice

['he business of the meenng will include specal business, proposing the consideratton of resolunons o

e runew the directors’ general authoniy to allot unissued shares in the capital of the Compam and to grant rights to subscribe
for or to convert any secunity into shares in the Company up to an aggregate nomunal amount of £396,143 (7,922,860
Ordinary Shares} This authonty, which replaces the existing authonty to allot relevant secunitics granted at the annual
guneral meenng held in January 2011, will expire on whichever 1s the earlier of the conclusion of the annual general mecting
of the Company to be held 1 2013 or the date faling 15 months following the passing of this resolunon  [he directors have
no present mrtenton of exerasing thuis authonity, which represents approximately 33 3% of the 1ssued share capital of the
Company at 31 August 2011, excluding shares held 1n treasury,

® authonse the directors to offer to allor new shares n the Company to shareholders who elect to accept the same m bicu of
any cash dividend enmtlument,

e  authonse the directors to make purchases of the Company's 1ssued Ordinary Shares in the market for cancellation, or to be
held 1 ceeasury, if and when the dizectors consider that it would be in the best interest of the Company and shareholders
generally to do so, up to a maximum of 5,942,000 Ordinary Shares, represenung approximately 25% of the current ssued
share caputal of the Company at 31 Auguse 2011 (excluding shares held 1n treasury)  The price at which an Ordinary Share
the Company may be purchased i exercise of this authonty 15 subject to a maximum price of 150% of the average muddle
market values of an 1ssued share in the Company in the five business days prior to purchase and 2 mmamum of 5 pence,
being the nomunal value of an 1ssued share tn the Company  The dircctors intend to exerase this authonny if and when to do
so will, in the oprmon of the directors, enhance shareholder value I all opuons granted by the Company (pursuant to the
Group's share option schemes partcularised m note 28 to the Group accounts) and subsisting as at 1 December 2011 (beng
the busmcss day prior to the date of this report) were exercised a total of 4,786,783 of new Ordinany Shares would be
allorted and 750,000 Ordinary Shares would be 1ssucd out of treasury |, represenung approximarely 19 4% of the enlarged
1ssue share capital of the Company following such exerase {excluding shares continuing to be hild in treasun) [f the
authont proposed for the buy-back of shares by the Company was to be exercised in full, then the number of shares to be
sssucd on exeraise of the sad opuons would consntute approximately 24 6% of the 1ssucd share capital as cnlarged by such

allotments of shares (cxcluding shares held in treasury),

The Character Group plc annual report and aceounts for the year ended 31 August 2011




DIRECTORS' REPORT AND BUSINESS REVIEW  CONTINUED

Anmuial General Meeung  cuntinucd

®  approve a disapplicatton of sharcholder pre-emptron nghts to enable the 1ssue of ¢quuy secunties in connection wath any
rights 1ssue and/or an offer of 1ssued shares held 1n treasury by wav of rights made by the Company, with certamn
adjustments to shareholder entitlements to be made for practical purposcs to deal with fractional enntlements and overseas
restricions on offers of shares in UK compames and further lirnuted disapplications of these pre-emption nghes applving
relauon to

() the allotment for cash of up to an aggregarc nomunal amount of £118,840 (2,376,800 Ordinary Shares), representing
approximately 10% of the nomunal value of the 1ssued ordinary share captal of the Company as at 31 August 2011
(excluding shares held in treasury),

(u) the sale of all or any of the 4,019,456 Ordinary Shares in the capital of the Company held 1n treasury as at 1 December
2011

Auditors

On 21 November 2011, our auditors zdopted the trading name MIIA Maclntyce IHudson (formally Maclntyre Hudson LLP}
A resolution to reappomt MHA Maclnryre Fludson as auditors to the Company will be proposed at the forthcoming Annual
General Mecung

Statemens of disclosure to auditors

The directors who were 1 office on the date of approval of thesc financial statements have confirmed that, as far as they are
awarc, there 15 no relevant audit information of which the auditors are unaware Fach of the dircctors has confirmed that he has
taken all the steps that he ought to have taken as a dircctor 1n order to make himself aware of any relevant audit informaton and
to establish that 1t has been communicated te the anditors
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CORPORATE GOVERNANCE STATEMENT

I'he rules relating to sccunues traded on the London Stock Exchange’s AIM market (AIM) do not require AIM compames to
report n accordance with the Combined Code Howwver, the Board believes in the prinaples of good corporate governance and
18 commutted to applying the lughest principles commensurare with s sire

Directors

I'he Board of directors compnses five execunive directors and two nan-executive directors, as detaled on page 5 The
mdependent non-execuave direcrors are Lord Budwood and My Harrs (who 1s the senior independint non-executive dirceror)
Whilst Lord Btrdwood has sueved as a dieector of the Company for more than 9 years, the Board considers that he has
demonstrated throughout his tenure that he 15 independent, both in character and judgment The Board 1s strucrured so that no

onc mdvadual or group domunates the deaston-making process

Board meetngs are held at least four tumes a year and ar other imes as required to address requirements anising between these
schedulcd meetings

During the vear, five Board mectings were held The dircetors attended as follows

Attendance
R King
K I’ 5hah
11 Dver
} 1 P Kissane
M S Hyde (appointed 1 March 2011)
1 ord Birdwood
1> Harers

Wit op oE e e

The Board has a formal schedule of matters reserved for tts consideraton It determunes the overall Group strategy, creation,
acquisinon or disposal of matcrial corporate entities or assets, public announcements (including seatutory financeal statements),
significant changes tn accounning policy, capital structure and dividend policy, Group remuncration pobey, and Board strucrure,
composinon and succession

T'he Board delegates to management, through the exceunve dircctors, the overall performance of the Group, which 1s conducted
pronapalh through the setung of clear objectives

The Board has established an Audit Commuttee, a Remuneration Commuttee and a Nomunations Commuttee, with duties and
responsibihaes formally delegated to them  he terms of ceference set out each Commuttee’s responsibilines Fhe terms of
reference for the Audit Commuttee can be viewed at the Company’s Registered Office

In accordance with the terms of their appointments, cach of the non-execunve directors of the Company 1s obliged to reure each
year and 15 elgble for re-election at the Company’s annual general meeting  1'he executive directors are not subject, either
contractually or under the Company’s Articles of Association, to a requirement to retire by rotation

Evaluation of the Board, Board Committees and Directors

The performance evaluanion of the Board, s Commuttees and directors s5 undertzken by the Chairman and implemented in
collaboratton with the Commuttee Chatrmen The 2011 Board evaluanon was conducted by way of a discussion berween the
Chairman and each of the dircctors  The independent non-executive directors met separately to review the Chairman’s
performance and provide fecdback to lum Following formal performance evaluation, the Charrman confirms that the
performance of non-execunive directors continues to be effective and demonstraces their commutment to the role

Audit Comnnuee

13 tlams (Charrman) and Lord Birdwood

The Audit Commuttee 1s cesponsible for ensuring that the financial performance of the Group 15 properly measured and reported
and for reviewing reports from the auditors relaung to Group finanaal statements and the Group's tnternal contrel systems [he
commuttee 15 also responsible for the development, implementation and monstonng of the Company’s policy on external audst
The commuttee reserves oversight responsibility for monmtoring the auditors’ indepundence, objecuvin and comphance with
ethical and regulatory requirements  The commustee also ensures that key partners withan the external auditors are rotated from
ume to time, m accordance with UK rules Dunng the year, two mecungs were held, which were attended by all members
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CORPORATE GOVERNANCE STATEMENT CONTINUED

Remuneration Conurittee

Lord Birdwood (Chairman) and D Harns

I'he Remuneranon Comrmuttee 1s cesponstble for serung the remuneranon of the execunve directors and the senior management
and for the operauon of the Cempany’s share option schemes  1'he Directors’ Rumuncration Report 1s shown on pages 14 to 16
Durning the vear, one meenng was held, which was attended by all members

Nomanauons Cnmmlttcc

R King (Chatrman), Lotrd Birdwood, and 1D ilaros

I'he Nomunations Commuttee 1s responsible for considenng and recommending to the Board changes m the Board™s composition
and membership One mectung was held duning the year

All non-executive directors of the Company who are members of these committees are eniitled to seck, at the Company’s

expunse, independent professtonal advice in connection with ther coles on these commuttees

Intcenal Control
T'he Board 1s ulimately responsible for the Group’s system of internal control and for reviewing its cifectuveness However, such
a systemn 15 designed to manage rather than eliminate the nsk of falure to achieve business objectves and can provide only

reasonable, and not absolute, assurance agamst material misstatement or loss

kollowng publication of the guidance for directors on mternal control “Internal Control Guidance for Direcrers on the
Combined Code”, the Board confirms that there 1s an ongoing process for identifying, evaluating and managing the signuficant
nisks faccd by the Group his process has been tn place throughout the year under roview and up to the date of approval of the
annual report and financial seatements and 1s regularly reviewed by the Board and accords wath the guidance

I'he Board has reviewed the offectivencss of the system of internal controls In particular, it has revicwed and updated the process
for idunufving and cvaluaung the sygmuficant nisks affceung the business and the policies and procedures by which rhese nsks are
managed

Ky elements of the Group’s system of internal controls are as follows

Control environiment

e the serung of appropriate levels of authonisaton which must be adhered to as the Group conducts tts business,

¢ the implementanon of 2 recognised, organtsanonal and management repornng structure within which individual execunve
directors have responsibihity for the day-to-day running of the business,

¢ cstablished and detailed procedures for the setting of annual budgets and monthly forecasts and the monttonng of actual
financial performance against these targets, on a monthly basis, both ar operatonal and Board level, and

®  aclearly defined and wdll-cstabhished sct of accounting policics, which ensure that the finanenl parformance s recorded on a
consistent and appropoate basis throughout the Group's reporting entiies

Montonng and correcave acuon

I'here are ongoing procedures in place for monitoring the system of mnternal financal controls The remie of the Audit Commureee
includes meeting to review the effectiveness of the Group’s systemn of internal financial controls and considenng reports made to
1t by the Group’s auditors I'he Group does not have an internal audit funcion During the year, the Board has reviewed the need
for an internal audit functuon and connnues to believe that the current size of the Group does not warrant the establishment of an
nternal audit funcoon  I'he need for an internal audit funciron will contnue to be revicewed on an annual basis

Risk managt ment

Management are responsiblc for the sdenuficanon and evaluanon of significant risks applicable to their areas of the business
together wath the design and operanon of swrable mternal controls These nisks are assessed on a connnual basis and rmay be
assocated with a vanety of internal or external factors, meluding control breakdowns, discuption 1n informanen systems, natural
catastrophe and regularory requirements

Management repott to the Board regularly on their review of risks and how they have managed the nisks The Board reviews the
key nsks mnherent 1n the business and the system of controls neccssary to manage such nisks
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CORPORATE GOVERNANCE STATEMENT CONTINUED

Relatons wath shareholders

I'he Board supports the prinaiple of clear reporting of financial performance to sharcholders Dunng a financial vear,
sharcholders recewve esther a letter informung them that the Group’s full annual report and an intenm report are avarlable to view
and download from the investors section of the Company’s website or, 1f they have so clected, hard copy of such reports Other
supplementary trading statermnents issued via the | ondon Stock I xchange arc also placed on the invistors section of the
Company’s website and, where appropriate, may also be sent to sharcholders in the post

As mdicated tn the Charrman’s statument, as well as spceding up the provasion of informanon to shareholders, the Board believes
that unbsing electromic communications delivers savings to the Company 1n terms of admemstranon, pnnting and postage, and
also benefits the environment through reducud consumption of paper and inks

Members of the Board wall be available at the forthcoming Annual General Mcenng to answer any questions from the
shareholders

Gomng Concorn
After making cnquimes, the Board considers that the Group has adequate resources to continue operaung for the foresecable
future and has therefore adopred the going concern basts in preparing the financaal statements

By Order of the Board

KPM

Secretary

Regtstered Qffice
20 Floor

10 Chiswelt Strect
London

EC1Y 4UQ

Regstered number 3033333
2 December 2011

The Character Group plcannul report and accounts for the year ended 31 August 2011 13




DIRECTORS’ REMUNERATION REPORT

I'he Board prescnts the Rumuneration Report for the year ended 31 August 2011

The Remuneranon Comsmattee
The Remuneration Comnuttee consists of two independent non-executive directors Lord Birdwood (Chairman) and Mr Harns

Remuneranon of Directors

Lach execunve director 1s paid a basic salary and 1s enuiled to bencfits, namelv payments of pension contnbubions ro a smnable
scheme of his choter, the option of the use of 2 company car, fuel and/or miloage allowance and participation n a private health
care scheme Where a director chooses not to take a pension allowance, an equivalent sum 1s added to his gross salary

Each of the executive directors 15 also entitled under the terms of hrs service contract to a bonus in the event that speaificd

performance targets are met or exceeded  These targets require increases in carnungs per share 1o each financal year of the Group,
adjusted to exclude certain exce poonal non-trading items. Messces Diver, Shah and Kissane are atso enmtled 1o a further bonus of
4%, 2% and 1% respecuvelv of the consolidated, pre-tax profits of the Group i the event that 2 specified munimum target 1s met

or exceeded

T'he bastc salartes referred to above are reviewed every year by the Remuneranon Committee No dircctor has a service contract
incorporanng a notice period of more than 12 months

I'he Company behieves that share ownership by executive directors and senior executives strengthens the hnks berween their
personal intercsts and those of the sharcholders All exceutive dircctors are enntled to participate 1n the Company’s 2003
Lnterprise Management Incenuve Share Oprion Schome and 1ts 2006 Lxecunve Share Option Plan, details of which may also be
found 1 note 28 to the financal statements

I'he non-executive directors are appomicd for a fixcd term exprning ar each Annual Gencral Meeting of the Company, when thev

may offer themselves for re-elecnon Each of the non-executive directors 15 entitled to fues, currently at the rate of £25,000 per
annum (2010 £25,000), plus expenses, without anv night to compensauon on carly termmnanon
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DIRECTORS' REMUNERATION REPORT  CONTINUED

Audited Infurmaton
[he followmg table shows a breakdown of the remuneranion of the directors for the year ended 31 August 2011 and the year
ended 31 August 2010

Year ended 31 August 2011

Performance Benefits Pension
Salary /fees bonus m kind contnbuuon ‘Total
£ £ £ & £
R King 248,924 248,924 3,880 - 501,728
K P Shah 245,916 433,208 2,699 - 681,823
|| Diver 245,916 629,608 9,079 - 884,603
J 1 P Kisane 215,592 313,792 2,505 - 531,889
M S Hyde (appomted 1 March 2011) 75,910 18,342 11,924 - 106,176
1 ord Birdwood {non-executive) 25,000 - - . 25,000
1D Harrts (non-exccunive) 25,000 - - - 25000
1,082,258 1,643,874 30,087 - 2,756,219
Year ended 31 August 2010
Performance Benefits Pension
Salary/lees bonus n kind contribution Total
£ £ £ £ £
R King 248,924 248,924 3,289 - 501,137
K P Shah 236,808 399,208 2,193 - 638,209
J] Dwver 218,592 543,392 9470 - 771,454
1] P Kissane 215,592 296,792 2,775 - 515,159
['S Fenn (non-uxecutive)(resigned 26

March 2010) 11,667 - - - 11,667
1 ord Birdwood (non-exceutive) 22,500 - - - 22,500
1> Harns (non-executive) 22,500 - - - 22,500

A B MacKay (non-execunve){restgncd
26 March 2010) 11,667 - - - 11,667
988,250 1,488,316 17,727 - 2,494 293

On 5 February 2003, opuons over 185,000 new Ordinary Shares wire granted to each of | | P Kissane and | J Diver These
options were granted pursuant to the Company’s Laterpnse Management Incenave Share Option Scheme, which was approved
by sharcholders on 22 January 2003 I'he opnions are exercisable at a price of 54 pence per share normally no earbier than three
vears and not later than ten years from the date of grant, subject to the achievement of a predetermuned profit related

performance rarget, which has been achieved

On 11 May 2006, options were granted ar a price of 63 pence per share over 960,000 new Ordinary Shares to the four executive
directors R King and K P Shah were cach granted options over 250,000 new Ordinary Shares J | Daver and ] | P Kissane were
cach granted opuons over 230,000 new Ordinary Shares These options were granted pursuant to the 2006 Share Option Plan,
which was approved by sharcholders on 29 November 2005 and adopted by the Company on 22 February 2006 'he options are
excraisable ar a price of 63 pence per share normalh no earlier than three years and not later than ten years from the date of grant,

subject to the achievement of a predecermined profit related performance target, which has beon achieved

On 6 May 2009, options were granted at a price of 35 5 pence over 300,000 new Ordinan Shares i the Company to each of the
four cxecutive directors  These options were grantod vanously under the Compamy’s 2003 | nterprise Management [ncentive
Share Option Scheme and 1ts 2006 Share Opnon Plan and are normally exerasable no carher than three vears and not later than
ten years from the date of grant and potentially vest in three equal tranches, subject to the achievement of predetermmed profie
related performance tasgets, which have been sansfied in respect of the first of these tranches

On 2 I'cbruary 2011, a2n unapproved, option over a total of 750,000 wasting Ordinary Shares held by the Company m treasury
wax granted to Jonathan Diver, a director of the Company, at an exercise price of 187 pence pur share  ['Tus option was granted
1 exerase of the power to sell shares held by the Company as treasurv shares granted to the direcrors (in accordance with section
570 of the Compamcs Act 2006) at the Annual General Mecting of the Company hdld on 19 January 2011
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DIRECTORS' REMUNERATION REPORT CONTINUED

At 31 August 2011, the rud-market price of an 1ssued Ordnary Shase in The Character Group plc was 160 5 pence  During the
year the rmid-marker price ranged from 128 pence to 216 pence

On bihalf of the Board
Lord Birdwood

Chairman, Remuneration Commuttee
2 December 2011
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DIRECTORS" STATEMENT OF RESPONSIBILITIES IN RELATION TO THE
GROUP FINANCIAL STATEMENTS AND THE ANNUAL REPORT

I'he. directors are responsible for prepanng the annual report and the Group financial statements in accordance with applicable

law and regulanons

Company law requires the directors to prepare financial statements for each fnancaal vear Under that law the directors are
required to prepare the Group Fiancial Statements in accordance wath [nternanonal Finanazl Repornng Standards (IFRS) as
adopted by the Luropean Unton

Under company law the directors must not approve the financial statements unless they are sausfied that they give a true and fair
vicw of the state of affars of the Compam and of the Group and the financal performance and cash flows of the Group for that
year In prepanng these financial statements, the directors are required to

. stlect switable accounnng policics 1n accordance with IAS 8 “Accounung Policies, Changes in Accounting | stimatcs and
Freors™ and then apply them consistuntly,

. present information, including accounting policies, m a manner that provides relevant, reliable, comparable and
understandable informanon,

. provide addinonal disclosures when complance with the speafic requirements of IF RS 15 insufficient to enable users to
understand the tmpact of partcular transactions, or other events and condittons of the Groups financial position and
financtal performance,

. stare that the Group has comphicd with 1HRS, subject to anv material departures disclosed and explained i the financial
statements, and

. make judgements and accountny cstimates that are reasonable and prudent

I'he dircctors are responstble for keeping adequate accountmng records which disclose, with reasenable accuracy atany time, the
financial poson of the Company and to cnable them to ensure that the financial statements comply wath the requirements of the
C ompanies Act 2006 Thes arc also responsible for safeguarding the assets of the Group and for taking reasonable steps for the

prevennon and detection of fraud and other rregulanities

I'he directors are responsible for the mauntenance and integnny of the Company’s website  Legistation n the United Kangdom
govermng the preparanon and disseruination of financial statements may differ from legtslanon m other junsdictions

I'he directors conhrm chat they have comphied with the above requirements in preparing the financal statements
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INDEPENDENT AUDITOR’S REPORT
7O THE MEMBERS OF THE CHARACTER GROUP plc

We have audited the consolidated financial statements of Uhe Character Group ple for the year ended 31 Avgust 2011, which
comprise the Consolidated Income Statement, the Consolidated Statement of Comprehensive Income, the Consoldated Balance
Shect, the Consolidatcd Cash Flow Statement, the Consolidated Staternent of Changes i Equn and the relared notes 1 1o 31
I'he financral reporting framework that has been apphed i thets preparation 15 apphcable law and International Financial
Repornng Standards (IFR$s) as adopted by the European Union

I'his report 1» made solely to the Company’s members, as a bodv, n 2ccordance with Chapter 3 of Part 16 of the Companies Act
2006 Our audit work has been undertaken so that we maght state to the Company’s members those matters we are required to
state to them 1 2n auditor’s report and for no other purpose [ o the fullest cxtent permirted by law, we do not accept or assume
responsibilin to anvone other than the Company and the Company’s members as a body, for our audst work, for thus report, or

for the opimions we have formed

Respectve responsibihnes of dircctors and auditors

As uxplamed more fully i the Statement of Directors’ responsibiliics i respect of the Group financial statements and the
Annual Report, the directom are responsible for the preparation of the consohdated statements and for being sausfied thart they
give a true and fair view  Qur responsibality 1s to audse and cxpress an opmion on the consolidated financial statements m
accordance with applicable law and International Standards on Audiing (UK and Ireland) Ihose standards requrire us to comply
with the Audiing Practices Board’s Lthical Standards for Auditors

Scope of the audut of the finaoaal statements

An audit involves obtaining evidence about the amounts and disclosures in the financal stacements sufficent to give reasonable
assurance that the financal statements are free from matertal musstatement, whether caused by fraud or error s includes an
assessment of whether the accounting polictes are approprate to the Group’s arcumstances and have been consistently appled
and adequately disclosed, the reasonableness of significant accounuong estimates made by the directors, and the overall
presentanon of the financial statements

In addition, we read all the financial and ron-financtal informadon in the annual report to idenify marenal mconsistencies with
the audited financial statements  1f we become aware of any appacent matenial musstatements or mconsistences we consider the

impheations for our report

Opimon on financal statements

In our opinion the conscldated financial statements

® jove 2 true and fair view of the state of the Group’s affairs as at 31 August 2011 and of 1ts profit for the year then ended,
®  have been properly preparced i accordance with IFRSs as adopted by the Furopean Umion, and

®  have been prepared in accordance with the requirements of the Companies Act 2006

Opiruon oo other matter prescrthed by the Companies Act 2006
In our opimion the information grven i the Directors’ Report for the financal year for which the consolidated financial
statcnents are prepared 15 consistent with the consobidarcd financial statements

Matters on which we are regueed to report by exception
We have notlung to report i respect of the following matters where the Companies Act 2006 requires us to report to you if, in

our opinion

¢  certain thsclosures of dircctors” remuncratton speafied by law are not made, or
e  we have not recaved all the mformation and explanations we require for our audit
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF THE CHARACTER GROUP ple  CONTINUED

Other matter
We have reported separately on pages 54 and 55 on the parent company Enanaal statements of The Character Group ple for the
year ended 31 August 2011

Lisa Barking, ACA (Senior Staruton Auditor) //A%—/\/d (/@/ﬁ /Mfm

For and on behalf of MHA Maclntyre Hudson
Starutory Auditors and Chartered Accountants
New Brudge Strect House

30-34 New Brdge Streer

l.ondon

1.C4V 6B)

14 December 2011
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CONSOLIDATED INCOME STATEMENT

for the year ended 31 Awgust 2011

Total Tomt
011 2010
Nate £000%s £000'<
Contraing oprations
Revenuc 94,947 85,228
Const of sales (62,355) (55,180)
Grose profit 32,592 30,048
Net opurating Lspenscs
Selhing and distnbution costs (8,285) (7,458)
Admunmistration expenses (15,318) (15,034)
Other openting income 308 30
Operauny profit 3 9,297 7.586
Fnance income 6 70 143
Financc costs 6 (322) (177
Profit be fore taxation 9,045 7,552
laxation 7 (2,210) (1,365)
Profit for she voar attnihutable to equaty holders of the parcne 6,835 6,187
Earmuags per share (puncc) 10
Basic 28 47p 2012p
IFully diluted 25 45p 18 94p
Dhvidend per share (pence) 9 5 0p J0p
EBITDA {carmngs before 1atercst, 1a, depreciaton and amortisaton) 12,531 9,797
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

for the year ended 31 Awguest 2011

Total T'onal

¢ 2010

Do £000°s L000’=

Profie for the vear after tax 6,835 6,187

Lxchange differences on ranslanen of foreign operanons 151 (356)

Income tax on exchange difference (L)) -

(l.oss) on cash flow hedges (232) (232)

Income tax on cash flow hedges 65 65
Lol comprehensn e mcome for the vaar sunbueable o d cquin

holders of the parent 6,740 5,664
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CONSOLIDATED BALANCE SHEET

as at 31 August 2011
2011 2010
Note £000s {000
Non — current assets
Intangible asscts ~ product development n 1,630 1,123
Investment proporiv i3 2,172 -
Propcrty, plant and equipment 12 3,845 1,243
D ferred tax assers 8 658 -
8,305 2,366
Current 1ssets
Inventories 15 11,563 9,323
| rade and other recewvables 16 17,106 15,786
Denvanve financial instruments 17 355 232
Cash and cash equivalents 19 10,859 16,405
39,883 41,746
Current habihues
Short term borrowings 20 (15,727) {16,857)
I rade and other pavables 21 (20,529) (19,903)
Income tax 18 (2,282) (481}
Detavatve financial instruments 17 (1,598) (301)
(40,136) (37,542
Net curre nt (babihues)/assets (253) 4,204
Non-current habiities
D ferred tax 8 (486) (14
Nt assets 7,566 6,456
Equmn
Share eaprtal 28 1,390 1,521
Shares hedd in treasury 28 3,313 (3,373)
Investment 1 own shares 30 (508) (908)
Capiial redemprion reserve 1,380 1,229
Share based payment reserve 1,350 891
Share premivm account 13,163 12,928
Merger reserve 651 651
| ranslanon reserve 1,934 2,075
Profit and loss account (8,021) (8,558)
T owal cqngy aunbueable w cquity holders of the parent 7,566 6,436

I'he financral statements on pages 20 to 52 were approved by the Board of Dhrectors on 2 December 20114

% RIS

K P Shah
Chairman Group | mance Ducctor and Jomnt Managing Director
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CONSOLIDATED STATEMENT OF CASH FLOW

for the year ended 31 August 2011

12 months to

12 months o

31 August 31 August
201 2010
£000s £000s
Cash low f-om opcranng acutities
Profit hetore tivanon for dse vear 9,045 7,552
Adjristene nts for
[Deprecranon of propurty, plant and equipment 314 285
Deprecanon of investmont property 22 -
Amortisation of intangible assets 2,898 1,926
Gamn on disposal of subsidian 3 -
(Profit) on disposal of property, plant and equipment - (18)
Interest expense 252 34
Financial mstruments fair value adjustments 942 (634)
Sharc based payments 459 158
(Increasc) in mnventories (2,240) (2,280)
{(Inercasc) in trade and other reecivables (1,520) (2,435)
Increasc in trade and othur creditors 626 9304
t ash goac red from oprinons 10,995 13,892
Lntcrest pasd (252) (34)
Encome rax pad ({709) (1,091)
Net cash mflow from oporiang wiine 10,034 12,767
Cash flows teom v o-ting acuuaries
Payments for mtangable assets (3,405) (2.226)
Payment for nvestment property (2,194) -
Paymunts for property, plant and cquipment (3,893) (372)
Proceeds from disposal of property, plant and equipment - 37
Proceeds from disposal of ~ubstdiany 970 -
Net cash ourflow bom mvesting sweivitos (8,522) (2,561)
Cash flows from finmong aconaoes
Proceeds from 1ssuc of share capal 255 326
Purchasc of own shares for cancellaton (5,147) (10,591}
Recovery of sting expenses - 42
IDwvidends pad (1,197} (932)
et cash used i inumcimng acooanes (6,089) (11,155}
et o cntasey w cashoand sl ogunoalones {4,577 (949)
Cash, cash equivalents and borrowings at the beginning of
the year (452) 854
[«ffucts of exchange rate movements 161 (357
€ ash, aash equivalents and borrowings at the end ot the year (4,868) (452)
Cash, cash equivalents and berrowings consist of
Cash and cash equvalents 19 10,859 16,405
Short term borrowings 20 {15,727) (16,857)
Cush cavh cgunalents aned borrowanes arthe end of the < (4,868) {452)
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the year ended 3T August 2011

Calfed up Investment Capnal Share Share Profit
share n own Treasury redemption premum Merger based  Translabon and loss

capital shares shares reserve account reserve payment reserve account Total

£000°s £000's £000s L000's LO00s  L00%s L£000's L000s £000’s £000°s
The Group
At 1 September 2009 1,925 (908) (3,373) 798 12,587 651 733 1,866  (2,490) 11,789
Profit for the year after tax - - - - - - - - 6,187 4,187
Exchange differences on
translanng foreign operauons - - - - - - - 209 (565) (356)
Net loss on cash flow hedged
contract - - - - - - - - (167) {167)
Total comprehensive income
and expense for the year - - - - - - - 209 5,455 5,664
Sharc-based payment - - - - - - 158 - - 158
Dividends - - - - - - - - (932) (932)
Shares issucd 27 - - - 299 - - - - 326
Sharcs cancelled (431) - - 43 - - - - (10,591)  (10,591)
Recovery of listing expenses - - - - 42 - - - - 42
At 1 September 2010 1,521 (908) (3,373 1,229 12,928 651 891 2,075  (8,558) 6,456
Profir for the year after tax - - - - - - - - 6,835 6,835
Net exchange diffurences on
translating foreign operations - - - - - - - (141} 213 72
Net loss on cash flow hedged
contract - - - - - - - - (167) (167)
Total comprehensive income
and expense for the year - - - - - - - (141) 6,881 6,740
Share-based pay ment - - - - - - 459 - - 459
Dividends - - - - - - - - (1,197 (1,197
Shares 1ssued 20 - - - 235 - - - - 255
Shares cancclled {151} - - 151 - - - - (5,147) (5147
At 31 August 2011 1,390 (908) (3,373) 1,380 13,163 651 1,350 1,934  (8,021) 7,566

Capital and Reserves

*  Called up share capital represents the nomunal value of equity shares

®  Share premium represents the excess of the fair value of constderation recerved for the cqunty shares, net of expenses of
the share 1ssue over the nominal value of the equity shares

*  Capital redemption ceserve represents the buyback and cancellaton of shares at nomunal value

»  Merger reserve represcnts the promium ansing on shares ssued as consideranon for the acquisiion of subsidiarcs and
which quabfied for merger reli f

®  Share based pavment represents the amounts recognesed in profit and loss m respect of share based payments

*  |ranslation reserve represents the cumulative foreign exchange differcnces on the translation of the ner assets of the
Group’s foreign operations to the presentation currency of the parent

*  Profit & Loss represents retained profit and losses

24 The Character Group picannua) report and accauns for the scar ended 31 August 2011




NOTES TO THE FINANCIAL STATEMENTS

1 PRINCIPAL ACCOUNTING POLICIES

General mformaucn

I'he Character Group ple (‘the Company’} 1s a public imueed company mncorporated and domuciled in the United Kingdom
The Compamy's shares are quoted on the ATM Market of the London Stock Exchange

The Group’s principal places of operanons are the United Kingdom and the Far ast
I'he principal acuvities of the Company and uts subsidrancs (‘the Group?} are detatled an the Dircctors’ Report on pages 6 to 10

Standards, amendments and interpretanons cffectrve nr the current perzod
T'he following nuw standards and amendments are mandatory for the fiest time for the financial period beginning 1 September
2010 bur do not currently have a marersal impact on the Group

IFRS 2 Sharc Bascd Payments (Amcandment) Group cash settled payment transactrons
IAS 32 Fmancial Instruments Presentation (Amendment) Classificanion of rights 1ssues
IFRIC 19 Lxungushing Fmancaal Labiboes with Equity Instruments

Improvements to IFRS (ssucd Apnil 2009)
Improvements to IFRS (issued May 2010) certain amendments effective from 1 fuly 2010

Standards, amendments and interpretations mossoe not yet adopud
The following new standards, amendments and mnterprerations are vet to become mandatory and have not been apphiud in the
Group's consobdated financal statuments for the year ended 31 August 2011

Effective for annual pertods

beginning on or afier

IAS 1 Fmancial Statements Prosentation -1 July 2012
IAS12 Income Taxes (Amendment) — Deferred Taxes

Recovery of Underlving Assets -1 January 2012
IAS 19 Ismployec Benefits -1 January 2013
IAS 24 Related Party Disclosures - 1 January 2011
IAS 27 (revised 2011) Separate Financial Starements -1 January 2013
1AS 28 (revised 2011) Associates and Jomt Ventures -1 January 2013
IFRS 7 Fmancial Instruments Disclosures (Amendmont) -1 Julvy 2011
IFRS 9 Financial Instruments -1 January 2013
IFRS 10 Consohdated Financial Statements -1 January 2013
IFRS N Jomnt Arrangements -1 January 2013
IFRS 12 Disclosures of Interest of Other Entities -1 January 2013
IFRS 13 Fair value measurement -1 January 2013
HRIC 14 & [AS 19 I'he Lamt on a Defined Benefie Asset, Mimmum Funding Requirements

& thetr interaction - 1 January 2011
Improvements to IFRS (issued May 2010) -1 January 2011

Based on the cusrent business model and accounting policies, the Group does not antiaipate & maternal tmpact on the
consobdared Bnanceal statements by the adopuon of these standards and interpretatons 1n future penods
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NOTES TO THE FINANCIAL STATEMENTS  CONTINUED

Statermneni of comphance

I'he consolidated finanaal sratements of the Group have been prepared 1n accordance with lnternanonal Hnancal Reportung
Standards (‘TFRS’) as adopted by the | uropean Umon and are consistent wich 11°RS as 1ssued by the International Accounting
Standardy Bozrd and 1n accordance with the Companies Act 2006

Basts of preparauon
I'he consolidated financal statements have been prepared under the histonical cost convention, as modified by the revaluation of
certain dunvative financal mstruments and share based payments ar farr value

Basis of « ousehdanon

I'he consobdated financtal statements comprsce the financal statemcnts of the Company (The Character Group Plc) and
subsidianes controlled by the Company as at the balznce sheet date Subsidianes are ennties over which the Group has the power
to control financial and operanng policis so as (o obtam benefits from thur acuvings and are included 1n the consolidated
financial staternents from the date on which control s transferred to the Group and cease to be consolidated from the date on
which control 1s transferred out of the Group  The results of subsidianes acquired or disposed of duning the period are included
n the consobidated income statement from the date on which control 1s transfurrud 1o the Group and cuase to be consohdated
from the date on which control 1s transterred out of the Group

Allntra-Group transactions, balances, mcome and expenses are chmmarted on consobdanon

Sigmuficant pudgements and cstimates

I'he prepamuon of financial statements requires management to make judgements, estimates and assumpnons that affect the
applicanon of policics and rt_poncd amounts of assets and habibites, income and expenses Although these estimates are based on
histonical expenience and other assocnted factors bebteved to be reasonable under the circumstances, acrual results may differ
from these csumates Underlying assumprions are reviewed on an on-geing basts Arcas of sigmificant judgements are provisions
for stock obsolescence, customer rcturns and allowances, product development, fair vahue of denivatives, investment properties,
deferred tax and sharc based payments Revistons 1o accounting estmates arc recogmised 1 the penod i which the estumate 1s
revised o an the penod of the revision and future persods, if these are affieted  Informanon about the Group’s judgement and
recognitton of product development 1s contained 1n the accountng policies and 1 note 13 i relation to investment properties
I'he other key areas are summansed below

Stock obsolescence

I'he Group reviews the net realisable value of and demand for 1ts inventory on an ongoing basis fo ensurc recorded inventory 15
stated at the lower of cost or nct realisable value  In assessing the ulomate realisanon of mventones, the Group 1s required to
make judgements as to future demand requirements and to compare these with commutted iventory levels  Assumptions have
bcen made relating to the success of product ranges which would impact «sumated domand and seling prices

Customer returns & allowances

I'he Group operates in a highly compenive environment which 1s subject to seasonal demand  11ming and success of product
ranges arc major factors that determune the level of returns and allowances  Allowances reserves are established on management’s
best esimate of the amounts nccessary to meet clamms by the Group’s customers

Fair vahie of denvatives

The Group uses denwvatves to matigate nisks ansing from foreign exchange  The caleulation of far value of denvanves 1s bascd
on prevailing market condinons at the date of valuanon and appropnate valuation models  {'he use of different marker
assumptions and/or valuation moedels may have a martenal effect on the esumated fair value 2meounts  The Group’s denvative
financial tnstruments are disclosed 1 note 17

Deferred tax assers

['he Group reviews the recoverabibity of deforred tax asscts on a prudent basts in determining the eecogniion of deforred rax
assets  Judgemant is based on the best available information, historical experience and other assumpuons that are consistent with
the Group's forecasts  The Group’s deferred rax assets and habilines are discloscd in note 8

Share based payments
I'he Group has used a bmomual valvation model to estimate the fair value of share based payments  The model makes vanous
assumptions on factors outside the Group’s control, such as share price. volatihty and nsk free interest rates Details of the

opuions and assumpuons used in denving the share based payments are disclosed i nore 29
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

Foraign currendy translanon

In the Group companies’ individual financal statements, transacnons in foreign currencies are translated into their functional
currency at the rates applicable when they were completed and monetary assets and liabiliies at the pentod end are translated at
the rate at thar date Profirs and losses on retranslation are dealt wath in the income statement On consohdanon, assets and
liablities of overseas subsidanes are translated mto sterlmg at closmg rates of exchange Income and cash flow statements are
translated ar average rates of exchange The exchange differences ansing as a result of translanng mcome statements at average
rates andd rustaning openung net assets at closing rates are taken to the transhnon reserve

b unctional and presentation currencs

Hems included m the financial statements of each of the Group®s entities are measured using the currency of the pnman,
economg ¢mtronmant 1 which the entity operates (‘the funcnonal currency’) The consohidated financial statements are
presented i Sterhing, which 1 the Parent Compamy’s funcnional and presentation curtrency

INTANGIBLE ASSITTS

Pruduct dovelopiment eapenditure

Under [l RS, development costs are capitalised if specific conditions are fulfilled Costs incurced on devdlopment projects
(relaung to the design and testing of new products) are recogniscd as mtangible assets when it 15 probable thar the project will be a
success, considening 1ts commerctal and technical feasibibiny, and costs can be measured rehably  Lhe Group has capialised those
projects that have met these capiabsation coituria Amorusation 1s caleulated to allocate cost on a product by producr basis in line
with the rclated praduct’s forecast sales up to a maxtmum of two years [he assct will be reviewed annually for impairment or
whenever indicators suggest that the carnang amount may not be recovered All other development costs are charged directly to

LXPCnse in the income statcment as incurred

TANGIBLE ASSLTS

Property, Plant and Equipment

Property, plant and (quipment ts stated at histonical cost net of accumulated depreaanon and any imparment m value
Deprectanon 1s provided on 2 straight ine basts on all such asats, excepr freehold land, ar rates calculared 1o write off the cost of
czch asset over its expected useful ife The following prnincipal rates per annum are used

Frechold bulldings 4%

Shorthold leasehold improvements over the unexpired term of the lease
loohng 50-100%

Fixtures, fittings and equipment 20-33%

Motor vehicles 20-253%

Invesument Properues

Investment properties are properttes held to carn rentals and/or for capial apprecration  Investment propernes are recorded ar
cost less accumulated depreciation and any recognised imparrment loss

Investment propertics aze depreaciated on a straght Line basis at the following rates per annum

Freehold land wl

Frechold buildings 4%

Inventoncs

Inventones are stated at the lower of cost and net realisable value Cost s deternuned using the first in, first out (I 1FO) method
Nt realisable value 1s based on estimated selling price less the estimated cost of disposal

The Character Gmuppft‘:nnual cepon and accounts for the yaar ended 31 dugust 211 27




NOTES TO THE FINANCIAL STATEMENTS  CONTINUED

Finanud asscts
Financral aswets ate recogmsed on the Group™s balance shet when the Group bucomes a party to the contractual provistons of
the mnstrument

Imparrment of financial assets
Ihe Group assesses at each balance sheet dare whether a financial asset or group of assets 1s imparred

I'rade recenvables

I'rade receivables do not carny any mtercst and are stated at thar nominal value as reduced by approprtate allowances for
estimatced ircecoverable amounts A Group company has an agreamnent (recourse) under which debts of customcrs approved by
the finance company arc assigned to the finance company The Group retains all the nsks and rewards of the underhing trade
debt, and continucs to recognise the gross debtor balance net of speaific provisions  Cash advanced under ths arrangemant has
been treated as a finance advance under current habihnes

Cash and cash equivalents
Cash and short term deposits 1 the balance sheet comprise cash at banks and at hand and short term deposits with a marurity of
threc months or less from the date of acquisinon

For the purposes of the consohdated cash flow statemcnt, cash and cash cquivalents consist of cash and cash equivalents as
dcfined above, net of outstanding bank overdrafts

FINANCIAL LIABILTLIILS
Finance advances
Fnance advances are advances agunst trade debtors - Advances are interest beanng and are stated at thar nomunal value

Trade pavahles
I rade pavables are not interest bearing and are stated at thar nommal value

Tmport ioans
lmport loans are short term mnterest beanng trade finance instruments Import loans are mnally recorded ar fae value and
subsequently amaortised using the effective interest rare method

[nterest beanng loans and borrowings
Allloans and borrowings are itially recognised at farr value less directly attnibutable transaction costs After il recognition,
mterest bearng loans and borrowings are subsequently measured at amortsed cost using the effecttve interest method

Denvative financial instruments

Denvatves are mttally recognesed at fair value on the date a denvative contract 18 entered 1nto and are subsequently remeasured at
thur fair value  The method of recogmsing the resulung gam or loss depends on whether the denivauve 1s designated as a hedging
mstrument  The Group dosignates certain derivanives as hedges of hughly probable forecast transactions (cash flow hedge)

I'he Group documents at the mceprion of the transaction the rcdanonship betwien hedging mstruments and hedged items, as welt
as 1ts sk management objectve and strategy for undertaking varous hedge transacuons  The Group also documents 1ts
asscssment, both at hedge inception and on an ongomng bass, of whether the denvanves that are used 1 hedging transacnons are
highls effecuve in offsetting changes in cash flows of hedged 1tems

a) Cash flow hedge

I'he effuctive porton of changes i the fair value of denivatives that are designated and qualify as cash flow hedges are
recogmsed in equuty  The gain or loss relating 1o the incffective portion 15 recogmised immediarely 1n the mcome
statement

Amounts accumulated 1n equuty are recvcled 1n the income statement i the periods i which the hedged items affect
the incomc statement | lowever, when the forecast transacnon thar is hedged results in the recogminon of a non-
financral assct (for example, invuntony) or a liabiliny, the gans and losscs previously defesred n equiry are tansferred
from equity and included in the msal measurement of the cost of the asset or babihty

When a hedging instrument cxpires or 15 sold, or when a hedge no longer meets the entteria for hedge accounung, any
cumulanve gain or loss cxsting m equity at that time remzins in equity and is recognised when the forecast transaction
15 ultimately recognised in the income statement When a forecast transaction 1s no longer expeeted to occur, the
cumulative gain or loss that was reported in equary 1s immediately transferred to the income statement

b) Dunvanves that do not quabfy for hedge accounung

Certain denvanve mstruments may not qualify for hedge accounung  Such denivanves are classified as at fair value
through the incomc statement, and changes n the far value are recognised immechztely i the income statement
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

Derccogmition of finanaal assets and habihues
A financial asset or labiliry 1s generalh derecogrused when the contract that gives rise to it 1s settled, sold, cancelled or expires

Provisions

Prowvisions are recognised when the Group has a present obhgation as a result of a past event and where 1t 15 probable that the
Group will be required to settle the obligauon and a reltable estmate can be made of the amount of the obligation  [he amount
recogniscd as a provision s the best estimate of the consideration required to settle the obhgation at the balance sheet date, taking
nto account the risks and uncertamties surrounding the obbgation I the effect of imc value of money 1s materal, the carnang
value of the provision 1s the present value of the consideration

When some or all of the cconomuc benefits ruquired to sertle a provision are expected o be recovered from a third pary, the
recuivable 1s recognised as an asset if it 1s virtually certain that reimbursement will be recaved and the amount of the recervable
can be measured relably

Share based payment

The Group sssues equety scttled awards to certain employees The farr value of equity scetled awards granted after 7 Novemnber
2002, and that will vest on or after 1 September 2006, are measured using a binomal valuation model, talung into account the
teems and conditions under which the option was grantcd  Options vest subject to the emplovee remaiming in service during the
vesting penod and the rdevant non-market redated performance condition(s) bemng met  The fair value determuned on thus basis s
expensed on a straight hne basis over the vesting peniod, based upon the Group’s estimate of the number of shares that will vest
The estumate of vesung 1s reviewed annualh, with any impact on the cumulanve charge being recognised immediately The charge
m respect of share based pavments 1» marched by an equal and opposite adjustment to equin

Emplovie bems fits
Fhe costs of short-term employee bunefits are recognised when an cmploved has rendered service i exchange for those benefus

Conrtributtons o the occupanonal defined contabution punsion scheme and personal pension schemes are charged to the income
staturment as services are rendered by the employees

Leases
Where the lessor mantains substanoally ali the risks and rewards of ownership, leases arc treated as operanng leases  Their annual
rentals are charged to the income statement on a straight-line basis over the term of the lease

Allineennves for the agrecment of a new or renewed opcranng lease are recognised as part of net consderation, trrespective of
nature, form, or tung of payments he aggregate bonefit of incenuve 1s gunerlly recogrused as a reduction of rental cxpense
over the lease term, on a straght-line basts

Roevenue rccogmuon
Revenue 1s measured at the fair value of consideration receved or recevable for goods and services, after teturns and allowances
Revenue 1s recogmised as follows

a)  Sale of goods
Revenue from the sale of goods 1s recogmsed when the goods are debivered
b)  Salcs returns and allowance

A provision s established az the vear end for esnmated customer retuens, rebates and other allowances that reduce
mcome

Segmental mformation

Operatng segments are reported 10 a manner consistent with the internal reporting to the chief operanng decision maker The
Board of directors of the Group s idennficd as the chief operanng deasion maker and 1s responsible for allocating resources and
asseesing performance of the operating segments

The pecformance of reportable scgments 15 assessed on a measure of operatung profit, cxeluding non-recurnng stems, such as
sharc based payments charges, amornsation of mrangible asscts and unrealiscd gamns/(lossces) on finzacial nstruments

Income tases
Tax on income or expenses for the year comprise current and deferred tax and ts recognised in the income statement, except to
the extent thar it relates to iwems recognised dircetly in equity, 1 which case it 1s recognised 1n equaty

Current tax
TI'he current tax mnchudes UK and forewgn tax payable or recoverable and 1s provided at tax rates and i accordance with the rax
laws that have been enacted or substantially enacted by the balance sheet date
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NOTES TO THE FINANCIAL STATEMENTS  CONTINUED

Defuered tas

Under Internanional Accountng Standard (1AS) 12 “Income taxes”, deferred tax 1s recogmised on the temporan, diffesunces
between the carnying amounts of assets and babibines i the financral statements and the corresponding tax bases uscd 1 the
computation of taxable profit, and v accounted for using the balance sheet hability method

Deferred income tax babikines are recognised for all taxable emporzn differences except

- where the defirred income tax habiliry anses from the tumal recogmuon of goodwall or of an asset or labihity 1n a transaction
that 15 not a businese combmarnion and, at the ume of the transaction, affects netther the accounting profit nor taxable profit

or lovs,

- nrespect of taxable temporary differences associated with investments i subsidianies, associates and mterests i jomnre
ventures, where the timing of the reversal of the remporan differences can be controlled and 1t 15 probable that the
temporary differences will not ruverse 1 the foresecable future

Deferred income tax assets are recogmised for all deductible temporary differences, and unused tax losses, to the xtent that it 1s
probable that taxable profit will be available agamnot which the duducuble temporary differences and unused tax losses can be
unihised

The carrving amount of deferred mcome rax assers s reviewed at cach balance shect date and reduced to the extent thatitis no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset 1o be unhised
Unrecogmsed defesred income max assets are reassessed at each balance sheur date and are recognised if and ro the exrent thatir s
probabilc that future taxable profit that wll allow an unrecogniscd deferred tax asser to be recovered

Deferrd tax 1s calculated at the tax rates that are expected ro applv in the peniod when the lability 15 seetled or the asset s
reahsed Deferred ax 1s charged or credited to the income statement, except when 1t relates to items charged or credited directly
to cquiny

Own shares
Own shares deducred  arnving ar rotal equaty represents the cost of the Company’s Ordinary Shares acquired by the Company’s
Imployee Share Ownership ['rust

Treasury shares
I'he Company’s shares which have been purchased and not cancelled are held as treasury shares and deducted from equity
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NOTES TO THE FINANCIAL STATEMENTS  CONTINUED

2 SEGMENT REPORT

I'he Group operates in onc business segment — design, development and intemational distnibution of tovs, gamces and gifts

lror managemont purposes, the chief operating deaision maker, the Board of directors of the Company, considers the busmess

from a geopraphical perspective based on the location of its opurations

UK Far East Unallocated Total

Year Ended 31 August 2011 £000's £000's £000s £000°s
Revenue — external (by origin) 67,809 27,138 — 94,947
Segment adjusted operating profit/(loss) 7,452 1,606 (1,462) 13,596
Amorasation of intangible asscts - - - (2,898)
Financial mstruments fair value adjustmenes - - - (942)
Sharc based payments (402) — {57 {459)
Opcranng Profit 9,297
Fnance coses (228) {94) - (322)
Finance income 68 1 ] 70
Profir bofore rax 9,045
Taxanon (2,210)
Profit for the year after 1ax 6,835
Segment assets 26,305 15,039 6,844 48,188
Scgment babilities (22,723 {14,915) (2,984} (40,622)
Othcr segment mformation
Caputal addittons 1,962 3,156 969 6,087
Capital disposals - - (967) 967y
Depreciation 199 96 41 336
Analysts of unallocated assets and labilietes

Total Total
Asgets £000's Lisbal £00%s
Corporate assets 634 Corporate creditors & accruals {900)
Denvaave financial instruments 355 Denvative. financial instruments (1,598)
Deferred tax asset 359 Deferred tax balances (486)
Cash at bank and 1n hand 3,622
Intangible assets — product development 1,630
Corporate debtors & prepavments 244
Unallocated assets 6,844 Unallocated habihites (2,9849)

I'here are no sales berween the segments, assets and habilines are net of ntercompanv balances

Unallocated cxpenses comprise corporate cxpenscs

The Character Group pleannual repon and aceounts for the vear ended 31 August 2011 K}




NOTES TO THE FINANCIAL STATEMENTS

2 SEGMENT REPORT CONTINUED

CONTINUED

UK Far Cast Unallocated Total
Year Ended 31 August 2010 £000's £000's £000°s £000%s
Revenue — external (by orynn) 54,761 30,467 — 85,228
Segment adjusted operating profit/(loss) 4,026 6,415 (1,405} 9,036
Amortization of intangible assuts - - - (1,926)
Financal instruments far value adjustments - - - 634
Share based payments (98) - (60} (158)
Oporatng Profit 7,586
lnancc costs 79 9N ] a7
Finance mecome 102 5 36 143
Profit before tax 1,552
laxaton (1,365)
Profit for the yuar after tax 6,187
Segment assets 26,666 11,679 5,767 44,112
Segment babihnes (22,032) (14,941) (683) (37,650)
Other segment mformation
Capttal additiony 181 m - 372
Capiral disposals (127 (8) - (135)
Deprectanon (207 37 41) (285)
Analysis of unallocated assets and habihines
Toral Total
Assets £000°s Liabihiies £000°s
Corporate assets 673 Corporate creditors & accruals (268)
Corporar debtors & prepayvments 238 Denvanve financual tnstruments (301)
Cash at bank and 1 hand 3,501 Deferred tax balances 114y
Intangible assets — product development 1,123
Deanvauve fnancual nstruments 232
Unallocated assets 5,767 Unallocated habihties (683)

I'here are no sales berween the segments, assets and labihiucs are net of intercompany balances

Unallocated expunses comprise corporate cxponses

GEOGRAPHICAL DESTINATION OF REVENUE

31 August 2018 31 August 2010

£000%s [000 s

United Kingdom 79,808 70,853
Rest of the world 15,139 14,375
| otal Group 94,947 85,228

Revenucs of approximateh £45,173,000 (2010 £40,771,000) were denved from three external customers individualh represenung

10% or more of ruvenue

I'hesc revenues are attrsbutably to both UK & Far st segmonts

2011 2010

£000°s £000 5

Customer 1 20,245 19,375
Customer 2 13,378 B.643
Customer 3 11,550 12753
45,173 40,771
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NOTES TO THE FINANCIAL STATEMENTS  CONTINUED

3 OPERATING PROFIT

12 months to 12 months
31 August 2011 31 August 2010
Note £000°s S000+=
Opuratng profit 1s stated after charging
Eaxchange losses 178 49
Cost of mventorics recognised as an expense {included n cost of salcs) 54,188 50,199
Inventories write down charge 1,373 99
Staff costs 5 8,566 8,455
Depreciation of rangible fixed assets
— owned assets 314 285
Depreciation of imvestment property 22 -
(Profit) on disposal of property, plant and equipment - (18)
(Profit) on disposal of subsidiary 6)) -
Product development amortised (included 1 cost of sales) 2,898 1,926
Operating leases — land and buildings 390 698
4 AUDITOR'S REMUNERATION
12 mondhs 10 12 months to
31 August 2011 31 \upu=t 2010
L000°s £000 =
Group Auditor’s remnuncration
— Smtutory audit services current year 48 40
— [Over)/under provision for prior yvears - (10)
Net statutory audit services 48 30
— linanaal reperting adwisory services - 3
—- Taxaton comphance and advisory services 8 11
Other Auditors’ remuneration
— The audit of the Group’s subsidiaries pursuant to
Legaslation 40 40
— Taxaton comphance and advisory services 5 5
1 otal fces payable to Auditors 101 80
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NOTES TO THE FINANCIAL STATEMENTS

5 STAFF COSTS

CONTINUED

12 months to 12 month« o
31 August 2011 31 August 2010
£000°s £000°s

Staff costs including dirccrors” emoluments
Wages and salanes 7,486 7.658
Socal secunin costs 632 582
Other pension costs 182 17
Share bascd payments 266 138
8,566 8,455
T'he average number of umploy ces during the year was Number Number
Management and admitnstration 63 60
Sclling and hstnbution 102 96
165 156

Of the total average number of employees, 102 (2010 98) were based in the UK and 63 (2010 58} in tong Kong and mamland

China

{he amount pavable to pension schemes as ar the balance shoet date was £4,000 (2010 £48,000)

KEY MANAGEMENT PERSONNEL

12 ronths 1o
31 August 2011

12 momths to
31 tugust 2010

£0007s [0D's
Salacies and short-term benefits 2,756 2426
Share-bascd paymenis 210 74
2,966 2,500

Ky managemant comprise the directors of The Character Group ple

A detailed aumeneal analysis of directors’ remuneration and share options showing the highest paid director, 15 included m the

Ditectors” Remuneranon Report on pages 14 to 16 and forms part of these financial statements

6 NET FINANCE COSTS

12 months 1o
31 August 2011

12 months to
31 August 2010

£000°s £000 5
Finance costs
On bank overdraft and similar charges (168} (121)
Factor and mvoice discounting advances (154) (56)
(322) (am
Finance income
Bank interest 70 143
Net finance costs (252) {34)
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NOTES TO THE FINANCIAL STATEMENTS

CONTINUED

7  TAXAHNON
12 months to 12 months to
31 August 2611 31 \ugust 2010
L000’s £000°s
UK Corporanon Tax
Tax on profit for the penod 1,400 -
Adjustments to rax charge in respect of previous penods - -
1 otal UK corporation tax 1,400 -
Foreign Tax
lax on profit for the period 1,031 809
Adjustments to tax charge 1n respect of previous periods - 377
1 oral foreign tax 1,031 1,186
1 otal current tax 2,431 1,186
Deferced Tax
Ongmaton and reversal of oming differinces (221) 179
[ otal deferred tax (221) 179
I'ax on profit on ordinary actuvines 2,210 1,365
Facrors affecung tax charge for the penod
Profit on ordinan activities before taxation 9,045 7,552
Profit on ordinary activities muluplied by standard rate
of corporation tax in the UK of 27 162% (2010 28%) 2,457 2,115
Iftects of
Unrccogmsed timung differences 6 (67}
Expenses/{incomd) not deductble /{chargeable) for tax purposes 252 1)
Capital allowances (morce than}/less than deprecration (32) 45
Deduction for emplovee share options exercised (100) (103}
l.ower tax rate on overseas earnings (307) (516}
Uahsation of tx losses (83) {512}
lax losscs not unhsed 2 2
lax losses not recogmsed for deferred tax - 95
{ffect of change of tax rate 15 -
Adjustments 1o tax charge in respect of previous periods - 37
lax charge reporred 1n the income statement 2,210 1,365
lax relabng to items charged or {credited) to equity
Income Tax
Income tax charge on exchange gams on ntra group balances 79 -
Deferred Tax
Deferred tax (credi}/charge on hedged forward contract (loss)/ gan (65) (65)
Net Tax charge/ (credit) to equity 14 (65)

I'he Fance Act 2011 included legslation to reduce the main rate of corporaton tax from 27% to 26% from 1 Apal 2011 and to
25% from | Apnl 2012 I'he proposcd reducnon from 27% to 25% was substantively cnacted at the balance sheet date  The full
vear effective rax rate mcludes the impact to the mcome statement of calculanons UK deferred tax balances at the reduced UK

rate of 25%
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NOTES TO THE FINANCIAL STATEMENTS

8 DEFERRED INCOME TAX

CONTINUED

Defirred tax 15 calculated on temporary differences under the habihyy methed usmg a tax rate of 25% (2010 28%) for UK

differences and local rates for overseas differences

F'he not movement on the dofeered mcome tax account 1» as follows

2011 2010
£000°s S000's
As at 1 Seprember {114) -
Credhit/{chargd) to the tncome starcment 221 79
Credir directly 10 equiny 65 65
As at 31 August 172 (114)
Defurred tax asstts and habilines are only offset where there ts a legally enforceable nght of offsec
Deferred tax assers and Labilities age attnbutable 1o the following
Assers Liabthities
2011 2010 201 2010
L000°s L000°s £000°s L000’s
Product development - - (408) (314)
Denvanve financial mstruments 359 85 78) (65)
Inventories 226 148 - -
Short term amung diffcrences 73 32 - -
Tax assets/(habibues) 658 265 (486) (379
Net tax asser/(hability) 172 - - (114)
Movement in reeognised deferred wax dunng the year
1 September Recognised Recogrused 31 August
2010 n Icome n equity 201
L000’s £000°s £000°s L000Ps
Product development (314) (94) - (408)
Denvanve financal instruments 20 196 65 281
Inventornes 148 T3 - 226
Short term umung differences 32 41 - 73
(114) 221 65 172
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NOTES TO THE FINANCIAL STATEMENTS  CONTINUED

8 DEFERRED INCOME TAX  CONTINUED

Movement m recognised deferred tax dunng the prior year

1L Seprember Recogmsed Recogrused 31 August

2009 in tncome n equaty 2010

L000%s £000s £000°s £000°s

Product devdlopment - (314) - (314)
Dervanve financial instruments - (45) 65 20
[nventones - 148 - 148
Short term uming differences - 32 - 32
- (179) 65 (114)

Deferred rax assets amountng to £253,000 (2010 £733,000) have nor been recogmsed 1n respect of certan trading losses and tax
allowable deductions, due te the unpredictabilig of future taxable profir streams i certan subsidianes

9 DIVIDEND
12 months to 12 months o
3t Auguse 2011 31 Augus 2010
L£oors £000 <
On equuty shares
Final dividend pasd for the vear ended 31 August 2010
— 20 pence (2009 1 0 pence) per share 488 342
Intenm dvidend pard for the year ended 31 Auguse 2011
— 3 0 pence {2010 2 0 pence) per share 709 590
1,197 932

The directors recommend 2 final dividend of 3 0 pence per share (2010 20 pence) amounting to £680,000 (2010 £488,000) 1f
approved by sharcholders, the final dividend will be paid on 27 Januarny 2012 to shareholders on the register on 6 January 2012
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NOTES TO THE FINANCIAL STATEMENTS

10 EARNINGS PER SHARE

12 months to 3 Augus: 2011

CONTINUED

12 months 1o 31 August 2010

Weighted W aghted

average average

number of number of
Profit after Ordinary Pence per Profic aftee Ordmary Pence per
taxation Shares share 1axanon Shares share
Basic carmings pur share 6,835,000 24,006,854 2847 6,187,000 30,756,913 2012
Impact of share options - 2,849,795 {3 02) - 1,916,574 (118)
Diluted carnings por share 6,835,000 26,856,649 25 45 6,187,000 32,673,487 1894

11 INTANGIBLE FIXED ASSETS - PRODUCT DEVELOPMENT

Total
Cost £000's
1 September 2009 9,782
Addinons 2,226
Write off fully amorused assers (71,176}
31 August 2010 4,832
Addittons 3,405
31 August 2011 8,237
Amortisation
1 September 2009 8,959
Charge for the year 1,926
Wate off fully amornsed assets (7.176)
31 August 2010 3,709
Charge for the yar 2898
31 August 2011 6,607
Net book value
31 August 2011 1,630
31 August 2010 1,123
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NOTES TO THE FINANCIAL STATEMENTS  CONTINUED

12 PROPERTY, PLANT AND EQUIPMENT

Freehold Short Frxtures,

land and teasehold firtngs and Motor

buldings improvements Tooling equipment vehicles Toval
Cost £000°s £000*s £000°s £000°s £000s £000s
1 September 2009 1,182 8 26 1,998 326 3,540
Addwnons - 113 - i3 128 372
Wnite off fully deprecatcd assees - - (26) (622) - {648)
sposals - 8 - ~ (127) (135)
1 ranslation differences - - - 5 - 5
1 September 2010 1,182 113 - 1,512 327 3,134
Addwons 3,689 - - 179 25 3,893
Wate off fully deprecrated asscts - - - (45) - {45)
IDisposal of subsidtary undertaking (967) - - - - {967}
| ranslation differences - (6) - (10) - (16)
31 August 2011 3,904 107 - 1,636 352 5,999
Depteciatnon
1 September 2009 470 8 26 1,653 209 2,366
Charge for the year 40 18 - 170 57 285
Wate off fully depreciated assers - - (26) {622) - {648)
Disposals - (8) - - (108) {116}
I ranslanon diffrences — - — 4 - 4
1 September 2010 510 18 - 1,205 158 1,891
Charge for the vear 49 36 - 166 63 314
Wrte off fully depreciated assets - - - (45) - (45)
I ranslation differences - (1) -~ (5) - (6)
31 Augusi 2011 559 53 — 1,321 221 2,154
Net book value
31 August 2011 3,345 54 - 315 13 3,845
31 August 2010 672 95 - 307 169 1,243

A non-trading substdiary was disposcd of 1n August 2011 The assets of the subsidiary compnsed soleh land and buildings that
were acquired by the subsidiary in March 2011

A bank has a charge over a frechold property

13 INVESTMENT PROPERTIES

Total
Cost £000’s
1 September 2010 -
Additions 2,194
31 August 2011 2,194
Depreaiation
1 September 2010 -
Charge for the year 22
31 August 2011 22
Net book value
31 August 2011 2,172

31 August 2010 -

I'he Graup’s purchase of the invistment properties was completed on 17 Mav 2011 I'he investment propesties are held at
dupreciated lustorical cost whach, tn the opinion of the directors, a1 31 August 2011 approximates therr market value  During the
year the Group recaved rental income of £69,000 1n respect of these mvestment properucs

The Character Group Pleannual report and accounts for the year ended 31 Aupus 2011 39




NOTES TO THE FINANCIAL STATEMENTS

14 PRINCIPAL GRQUP SUBSIDIARY UNDERTAKINGS

CONTINUED

Details of the prinaipal subsidiary undertakings of the Company, which are included in the consolidated financial statements, are

set out below

Class of Proportian
Country of share held by the
HCOrporanon capital parent
Subsidianies and operation held Undertaking  Narure of business
Character Options Limated United Kingdom  Orcinan, 100%  Destgn and distribution of toys and games
Loy Opuons (Far | ast} Linured Ilong Kong Ordinary 100%  Design and distrbution of tovs and games
Charter Limated long Kong Ordinary 100%  Design and distribunion of toys and games
Character Games [ imated United Kingdom  Ordinary 100%  Design and distnibunion of toys and games
Character Gifts Famired United Kingdom  Ordinary 100%  Guft tmporter and distributor
Q-Star Lirnured Untted Kimgdom  Ordinary 100%  Property investment
15 INVENTORIES
w1 2010
£000’s £000 s
Fiushed goods for resale 11,563 9,323
16 TRADE AND OTHER RECEIVABLES
2011 2010
L000°s L000's
Current
Trade cecervables 13,458 13,772
Less provision for impairment of recetvables - -
Trade recevables — net 13,458 13,772
Other recervables 736 448
14,194 14,220
Prepayments 2,912 1,566
17,106 15,786

Advances recerved under the recourse invoice discounting facility amountng to £10,949,000 (2010 £11,083,000) are shown
within curcent kabilines  All the nsks and rewards of the trade debtors be with the Group

All amounts are short teem The carrying values are considered to be a reasonable approximation of farr value

Gross tradc receivables can be analysed as follows

w0n 20140

£000's £000°

Fulb pcrforming 13,440 13,483
Past due 18 289
Impaired - -
Trade receivables 13,458 13,772
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NOTES TO THE FINANCIAL STATEMENTS  CONTINUED

16 TRADE AND OTHER RECEIVABLES CONTINUED

Agung of past due, not impawed, receivables

2011 2010

L000°s £000's

1 - 90 days 12 285
> 90 days 6 4 |
18 289 |

Amounts relate to debtors for whom there 15 no recent history of default and there has been no sygmificant change i credit
quahtvy

The carrying amount of the Group’s net trade recetvables are denominated in the following currences

201t 2010

£000’s £000's

Pounds Sterling 7,083 7474
LIS Dollars 5,933 6,242
Euros 442 56
13,458 13,772

17 DERIVATIVE FINANCIAL INSTRUMENTS
Numerical financial mstruments disclosures are set out below Additional disclosures are set out i the accounting policies m
notes 1 and 22 and note 23 relavng to risk management

2011 2010
Assets Liabilities hysets [ ezbihities
£000's £000’s L000 s L0600 s
Forward foreign exchange contracts-cash flow hedges - - 232 -
Othcr forward foreign exchange contracts and options 355 (1,598) = .\ V
355 {1,598) 232 (301)

I'he net fair value gan on open forward foreign exchange contracts that hedge foretgn currency exchange risk of antiaipated
future purchases, are transferred te the meome statument when the related purchases are realised as cost of sales

FAIR VALUE HIERARCHY

During the year, the Group has implemented the amendments to 11°RS 7 for financial instruments  This requires 2 breakdown of

farr value by valuaton technique

The Group uscs the following valuanon hierarchy for determuning and disclosing the fair value of financial instruments

¢ Levid1 guoted (unadjusted) prices in active markets for idenacal assets or habiines,

s level 2 other techmques for which all mputs which have sigmficant cffect on the recorded fair value are observable, etther
directly or mdirectly, and

¢ Level 3 techniques which uscinputs which have a signtficant effect on the recorded farr value that are not based on
observable market data Unlisted equity mvestments ate included m level 3 The fair value of the embedded denvanve 15
determined using the present value of the estimated future cash flow based on financnal forecasts

All denvaave financial instruments are level 2 in the fair value hicrarchy, the fair value of which has been determuned using
reports from the banks from whom the denvanves have been acquired
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18 INCOME TAX (PAYABLE)/RECOVERABLE

CONTINUED

2011 2010
Asseis Liabihities Assers Labilitics
£000’s £000's £000 5 1000
UK mcome tax - {894) - -
Overseas ncome tax - (1,388) - {481)
- (2,282) - (481)
19 CASH & CASH EQUIVALENTS
2811 2010
£000°s 1000 s
Cash and cash cquivalents 10,859 16,405
Cash and cash equivalents are denomunated 1n the following currencies
At 31 August 2011 A3 Vugust 2010
Floating Floanng
rate rate
finzncial fouancal
asseils assets
Currency _£o0os £000 «
Sterhing 4,791 11,004
Uss 5,317 4,050
fuuro 309 48
1TKSS 424 1,276
Chmese renminbt 18 27
1otal 10,859 16,405
At 31 August 2011, the balaneus attracted interest at rates of barween 0 1% and 65 %
20 SHORT TERM BORROWINGS
201 2010
£000's £000's
I mancc Advances 10,949 11,083
[mport Loans 4,778 5,774
1otal 15,727 16,857
Analysis of short term borrowangs by currency
z011 2010
£000°s £000's
Sterbing 8,120 8,774
Uss 7339 8,044
l-uro 268 39
1ot 15,727 16,857

Fmance advances are advances agunst trade debtors  Import loans are short term trade finance mstruments

I'he Group hay a bank overdraft facihey of L1nullion and a trade finance facaility of £13 Smalbon, which cxpire wathin one yuar and
are repavable on dumand A UK subsidian bas an ongoing recourse invoice discounting facihey of £20 mullion

I'he inecrest charged on the above facihines 15 2 5% per annum over base ratc

flozting charges over the assets and undertakings of the Company and certam subsidianes

I'he facihinies are secured by vartous fixed and

Certn Far Fast subsidianies have bank overdraft and trade finance facihties equivalent to approximately £8 2mulhon  lhe
mtcrest charged 15 berween 0 25% per annum and 3 55% per annum over Pnme or HIBOR - A subsidiary has a pledged cash
deposit with a bank amounting to approximately {0 8rullion, which has been included i cash and cash equivalents
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NOTES TO THE FINANCIAL STATEMENTS

21 TRADE AND OTHER PAYABLES

CONTINUED

2011 2010

£000°s 000

Trade creditors 12,949 14,207

Other raxavnon and soqal secunn 364 -

Accrualy and deferred tncome 7,216 5,696

20,529 19,903

22 FINANCIAL INSTRUMENTS
I'he accounung policies for finanaal mstruments have been applicd to the bne items below
31 Augusi 2018 31 \ugust 2010
Denvanves Dernames
- 1 Loans and used for Laans and used for
Frnancial assets ‘Toral recewvables hedging Total tecenvables hedging
Current financial asscts Note £000%s £000's £000%s L1000 ¢ {0005 £000's
‘Trade and other recuvables 16 14,194 14,194 - 14,220 14,220 -
Denvative financial inscruments 17 355 355 - 232 - 232
Cash and cash equivalents 19 10,859 10,859 - 16,405 16,405 -
25,408 25,408 - 30,857 30,625 232
31 August 2011 31 Auguse 2010

DC]’IVEIUVEI Demvarn e
F | habils Finzncial used for | mancial used for
manaal habities ‘Fotat Liabthties hedging Toeal Laabdines hedging
Current financial habihties Note £000°s L000s £o00s fo00s (000 s £000's
[ rade and other payables 21 20,529 20,529 - 19,903 19,903 -
Denvanve financial mstruments 17 1,598 1,598 - 301 301 -
Short term borrowings 20 15,727 15,727 - 16,857 16,857 -
37,854 37,854 - 37,061 37,061 -

The carrying amounts of financial assers and financial abihines approvmate to their fair values

23 FINANCIAL RISK MANAGEMENT

T'he Group’s operations expose it to a variety of financual nsks that include the effects of changes in foreign currency cxchange

rates, market interest rates, concentration and counter party credit nsk and its hquidity posinon

TI'he Group has in place a nsk management programme that secks to hmir adverse effects on the financial performance of the

Group bv using foreign currency financral mstruments

The Board of directors reviews and agrees policies for managing cach of these nsks which are summarnsed below

FOREIGN EXCHANGE RISK

The Group 1s exposed o foreign exchange nisks against Stething, pnmanly on transactuons in US dollars It enters into forward

contracts and other denivanve fnancial imstruments o hedge the cash flows of its product sourcing operatton (i e 1t buys US

dollars forward in exchange for Sterhing) and usually looks forward 12 months on a rolling basss ar forecast purchase volumes

I'he Group has implemented precedurcs and documentaton ro enable cerratn forward denvatve contracts to qualify for hodge

accounung

FOREIGN CURRENCY SENSITIVITY

Ihe Group 1s primanly exposed to US Dollars, Hong Kong Dollars and the kuro

The sensitiviny analysis below 1s based on a change 1n an assumpuon while holding all other assumptions constant In pracuce thus
15 unlikely to occur and changes 10 some of the assumpnons may be coreclated, for example a change m nterest rate and a changce

n fOfﬂgﬂ CUrrenNCy MILrest rates
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23 FINANCIAL RISK MANAGEMENT  CONTINUED

CONTINUED

Ihe following table details how the Group’s income and equity would {decreasd)/imcrease on a before tax basis, given a 10%

depreciatnion m the respective currencis agamst Sterhng and in accordance with IFRS 7 all other varrables remarming constant A

10% depreciation m the value of Sterling agamnst the respective currencies would have the oppostte effect

I'he 10% change represents a reasonabh possible change i the speaified foreign exchange rates in relation to the Group™

functional currencies

2011 2010
Other Other
Total movements m Totl mon ements m
Equity Profit or (Loss) equary Equin Profit or (Loss) equiry
Noite £000°s L000%s £000°s £000's L0006 = £000 «
lauro 7 7 - © (6) -
uss (736) (736) - (1,204) (616) (588)
HKS 193 193 - 363 363 -
(536) (536) - (847) (259) (588)

INTEREST RATE RISK

The Group places excess funds on short term bank deposat thae attraces interest within 0 5% of the ruling markct ratc

The Group has a scasonal cash flow and uscs short term borrowings, namely bank overdrafts, finance advances and import loan

The Group believes that an intercst rate senstuvaty analysis 1 not representatve of the underlying nsks duc to the seasonaliny of

cash flows and the short term nature of borrowings and deposits

Interest rate sensitivities have not been prescnted here as the amounts would not be material to the consolidated fnaneal

statements

CREDIT RISK

The Group’s credit risk s attributable to trade and other recevables, cash and short term bank deposus

Exposurc to credit risk 1s lunieed to the careying amounts recognised ar the balance sheet date, summansed as below

2011 2010

Class of financial assets £000%s £000°s
I'rade recuvables 13,458 13,772
Other recetvables 736 448
Cash 10,859 16,465
25,053 30,625

The Group manages credit nsk of debtors through a credit control process and retention of title clauses Credit lirats are agreed

and closely monutored Credit insurance 1s held on the majoriy of trade debtors In addinon the Group employs trade finance

nstruments, such as letters of credi and bills of exchange to mummuse credit rsk further

T'he Group places 1ts cash with banks with high quality credit standing
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23 FINANCIAL RISK MAMAGEMENT  CONTINUED

COMNCENTRATION RISK

The Group 13 subject to sigmficant concentration of credit risk within s business Five major counterparties within trade
recervables amounted to £9,359,000 (2010 £10,663,000) Individual balances are closely montrored and managed 1n accordance
with the Group’s credit nsk pobaes darled above

LIQUIDITY RISK

The Group mamages hyuidity risk by mamtamning adequate rescrves, banking and borrowing fatlities and by connnuously
monttoring forecast and acual cash flows The Group has commutred debt facilittes to cover 1ts hgudity requirements for at least
the next 12 months

The Group's liabilitics have the following contractual maturities

2011 2010
Non-cutrent Non-current
Current withen five years Current within five years
£000°s £000's £000 « L0000«
funance advances 10,949 - 11,083 -
Import loans 4778 - 5,774 -
Trade pavables 20,529 - 19,903 -
Current tax habihties 2,282 - 481 -
Denvative Ainancnal instruments 1,598 - 3n -
Deferred tax Labihties 486 - - 114
40,622 - 37,542 114

24 CAPITAL RISK MANAGEMENT

The Group manages its capital to safuguard the Group’s ability to continue as a going concern and to maximuse returmns for
shareholders, reducing the cost of capual by optimusing the caprtal structure

In order to mamtan or adjust the capral structure, the Group mav adjust the amount of dividends pard to sharcholders, return
capital to shareholders or ssue now shares  [he Group holds shares i trcasury, which 1t can releasce

T'he Group considers its capital to comprise the equity attributable to equity holders of the parent

25 COMMITMENTS

2 The total of future aggregate minimum pavments in respect of non-cancellable operanng leases falling due are as follows

2011 2010

L£000°s J000's

Not later than one year 153 n
Later than one year bur not more than five vears 69 606
222 907

b The Group has entered into contracts for mimmum royalties i the amounts set out below which arc contracted to be pad
to bicensors irrespecnive of sales  These royalues are not provided for in the financal statements as the directors believe that
the required level of future sales wall be achieved

01 2010

£000's FU00's

Within one vear 1,295 751
Between one and two years 442 20
Butween rwo and five years 1,000 -
2,137 771
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25 COMMITMENTS CONTINUED

THE GROUFP AS LESSOR

I'he Group has future aggregate mumimum leasce recerpts under non-cancellable opcrating leases m respect of rented premuscs
which fall due as follows

201 00

£000°s £100 <

Within onc vear 144 -
Butwieen one and two years 480 -
Between two and five years 200 -
824 -

26 RELATED PARTY TRANSACTIONS

I'he Group has taken advantage of the cwmpnon available under 1AS 24 related parny disclosures not to disclose transacttons and
balances between Group ennities that have been eliminated on consoldation  There were no contracts with the Company or any
of 1ts subsidharies cxisting at the end of the financal year m which a director of the Company was matenally interested

27 CONTINGENT LIABILITIES
['he contingent ltabality for bills of exchange discounted i the normal course of business at 31 August 2011 amounted to
£581,000 {2010 £1,202,000)

28 CAILLED UP SHARE CAPITAL {EQUITY)

2011 2050
£000s L0
Authonsed
110,000,000 (2010 110,000,000) ordinary shares of 5 pence cach 5,500 5,500
Allotted, called up and fully paid
27,788,037 (2010 30,412,687) ordinany shares of 5 pence cach 1,390 1,521

* Inctuding 4,019,456 ordinary shares of 5 punce each 1n the capital of the Company (“Ordinary Shares”) held in treasury (2010
4,019,456)
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28 CAILED UP SHARE CAPITAL (EQUITY) CONTINUED

Share capntal movemenss in the vear

403,850 (2010 534,750) Ordinary Shares, total nommnal value £20,193 (2010 £26,738), were 1ssued dunng the vear to emplovces

excrasing their share options as follows

Date

13 September 2010
15 Septumber 2010
4 October 2010

29 October 2010

6 December 2090
7 December 2010
21 December 2010
5 January 2011

20 January 2011

25 January 2011

11 February 2011
14 Fibruary 2011
17 February 2011
22 lFebruary 2011
26 Apnl 2011

9 May 2011t

20 hay 2011

9 June 2011

15 June 2011

24.25p

4,500

Number of Ordinary Shares at exercise pnce
54 00p 63 0Op 63 25p 66 00p

- 25,000 - -
- 23,000 - _
- - - 10,000
10,000 - - -
- 20,000 - -
- 500 - -
- 20,000 - -~

- 13,500 - _
- 12,500 - _
- 90,000 - ~
- 29,850 - _

- 7,000 _ _
- 18,500 - _

- 4,000 - -
- 8,500 - -
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NOTES TO THE FINANCIAL STATEMENTS  CONTINUED

28 CALLED UP SHARE CAPITAL (EQUITY) CONTINUED

Share capnal mosements 10 the year (Lontinued)
Dunng the year, the Company repurchased for cancellation 3,028,500 (2010 8,619,000) Ordinary Shares as follows

% of the 1ssued share
caputal immedtately prior
to cancellaton {excludmg

Date Number of shares Prce shares held in Treasury)
13 Scptember 2010 1,000,000 150 00p 379%
14 Septumber 2010 166,000 150 00p 065%
14 September 2010 50,000 150 00p 0 20%
15 September 2010 50,000 150 0Cp 020%
15 September 2010 133,000 150 00p 053%
21 September 2010 125,000 150 00p 0 50%
22 September 2010 85,000 150 00p 034%
24 Scptember 2010 10,000 150 00p 004%
29 September 2010 75,000 150 00p 0 30%
30 Septumber 2010 14,000 150 00p 006%
30 September 2010 100,000 150 00p 041%
i October 2010 85,000 150 00p 035%
3 Februan 2011 105,000 180 00p 0 42%
14 February 2011 8,250 21000p 003%
16 February 2011 500,000 210 00p 202%
18 Februany 2011 250,000 21000p 103%
22 February 2011 132,000 21000p 055%
28 February 2011 4,750 208 00p 002%
21 }une 2011 5,500 147 00p 002%
26 July 2011 100,000 14500p 042°%
5 August 2011 30,000 139 00p 013%

At 31 August 2011 and 31 August 2010, a rotal of 4,019,456 Ordinary Shares were held i treasury
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NOTES TO THE FINANCIAL STATEMENTS  CONTINUED

28 CAILED UP SHARE CAPITAL [EQUITY) CONTINUED

Share opuons

I'he Company adopted the rules of an Inland Revenue approved execunve share opuon scheme (the “1995 Scheme™) on 3 May
1995 The 1995 Scheme termunated on 3 May 2005 but such terminanon has not affceted the status of options granted under 1t
prior 1o that darc

The Company adopted the rules of a quahfiing Pnterprisc Management Incentive share option schome (the “EMI Schume™) with
the sancuon of shareholders gaven at an <xtraordinan, general meeung of the Company on 22 January

2003 On 5 February 2003, opuons over a total of 1,131,250 new ordinary shares of 5 pence were granted to Group emplovees
under the 1995 Scheme at an exerase price of 54 pence per share On 6 May 2009, options over a total of 280,002 new ordinary
shares of 5 pence each were granted under the EMI Schome to certam executive directors at an cxcrasc price of 35 5 pence

I'he Company adopted the rules of a Share Opuon Plan (the “2006 Scheme™) on 22 February 2006, following approval by 11 M
Revenue and Customs On 11 Mav 2006, options over a total of 960,000 new ordinarv shares of 5 pence each were granted under
the 2006 Scheme to execunve direcrors ar an exercise price of 63 pence per share On 15 May 2006, opuons over a total of
1,093,250 new ordmnany shares of 3 pence each were granted under the 2006 Scheme to Group employces at an exercise pnce of
63 pence per share On 18 August 2006, options over 2 total of 100,000 new ordmary shares of 5 pence cach were granted under
the 2006 Scheme to a Group employee 2t an exercise price of 66 pence per sharc

On 11 Julv 2006, unapproved non-schime options over a total of 165,000 ncw ordinary shares of 5 punce cach were granted to
Group employccs at an exeraase price of 63 25 pence per share

On 6 May 2009, options over a total of 919,998 new ordinary shares of 5 pence each were granted undcr the 2006 scheme to
wxecunve directors at an exercse price of 35 5 pence per share Also 6 May 2009, options over a total of 1,069,029 new ordinary

shares of 5 penct were granted under the 2006 scheme to Group employers at an exererse price. of 35 5 ponce

On 23 July 2010, a subsudary entered mto an exchusive distasbution agreement with Cepra LLLC, a major supplicr to the Group In
constderauon for the exclusive distnbunon aghts of Cepia L1 C's products 1n the United Kingdom and Ireland, an affibate of
Cepra LLC was granted an opuon to subscribe for 1,000,000 ordmary shares of 5 punce at an exeraisc pnce of 122 50 pence per
share, subjct (inter ala) to the distribution agreement having continued 1in existence throughout the three year vesung peniod and
subsisting at the date of exeraise

On 2 bebruary 2011, an unapproved non-scheme option over a total of 750,000 castng ordinary shares of 5 pence held by the

company In treasury was granted {0 an e xccutive director at an exerase poce of 187 pence per share (together with the opuons
granted on 11 fuly 2006 referred to as “Non Scheme Opuons™)
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NOTES TO THE FINANCIAL STATEMENTS

28 CALLED UP SHARE CAPITAL (EQUITY) CONTINUED
At 31 August 2011, nghts to options over 5,629,203 Ordinan Shares of the Company were outstanding as follows

CONTINUED

A Exercised/ At Exercise Exercrse
1 September 2010 Granted lapsed 31 August 2011 Prnce  Penod
1995 Scheme
7,000 - {5,000) 2,000 24 25p 15 bibruary 2005 10
14 February 2012
EMI Scheme
186,500 - {11,500) 375,000 540p 5 February 2006 o
4 Februany 2013
93,334 - - 93334 3550p G May 2012 to
5 May 2019
93,334 - - 93334 3550p 6Mav2013two
5 Mav 2019
93,334 - - 93,334 3550p 6 May 2014 (o
5 May 2019
2006 Schome
960,000 - - 960,000 630p 11 May 2009 1o
10 May 2016
517,750 - (272,350) 245,400 630p 15 May 2009 o
14 May 2016
100,000 - (100,000) - 66 0p 18 August 2009 o
17 August 2016
652,303 - {10,036) 642,267  3550p 6 May 2012 10
5 May 2019
652,303 - (10,036) 642,267  3550p 6 May 2013 10
5 May 2019
652,303 - (10,030) 642,267  3550p 6 May 2014 10
5 May 2019
Non-8cheme Opuons 105,000 - {15,000} 90,000  6325p 21 December 2007 o
19 December 2014
1,000,000 - - 1,000,000 12250p 23 juh 2013 w0
22 July 2015
- 750,000 750,000 187 0p 021 cbruan 201410
01 February 2021
5,313,161 750,000 (433,958) 5,629,203

No amount 1s payable by anv grantee of an option at the ime of grant under any of the Company’s share option schemcs

particulansed above

Movements in the waghted average values are as follows

) ] 2011 2010
! | Weighted W eghted
l :\r!r:l.ge an Qﬂgﬂ
! Number E£XETCISC price Number CXCIcise prce
Quistanding at 1 September 5,313,161 6198p 4,887,579 49 35p
Granted 750,000 187 Op 1,000,000 122 50p
luxercised (403,850) 63 02p (534,750) 60 95p
Lapsed (30,108} 35 50p {39,668) 4521p
Quitstanding at 31 August 5,629,203 78 70p 5,313,161 61 98p
Weghted average romaning contractual bife in years 61 65

Opuons over 403,850 Ordinany Shares were exeraised m the vear (2010 534,750)

of wxercise) of options excrased duning the year was 182 00p (2010 130 00p)

I'he weighted average share price (at the date

At 31 August 2011 options over 1,672,400 Ordinary Shares were exereisable (2010 2,076,250)
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NOTES TO THE FINANCIAL STATEMENTS  CONTINUED

29 SHARE-BASED PAYMENT

i2 months 12 months

ended ended

34 August 2011 31 August 2010

£000°s L0004

Charge for share based payment 459 158

I'he fair value of equity sertled awards has been estmated at the date of grant using a binomual valuation model for which the

mpues are summanzed below

Non-Scheme & EMI Scheme Opuions

Option Scheme Non-5cheme Non-Scheme Non-Scheme EMI Scheme
Grant Date 1 July 2006 23 July 2010 2 February 2011 6 May 2009
Optons outstanding 1 September

2010 105,000 1,000,000 - 280,002
Granted 750,000

Lxercised (15,000) - - -
Options outstanding 31 August

2011 90,000 1,000,000 750,000 280,002
Caontract term year(s) 85 5 10 10
Lxpected life of option 6 5 5 7
Lxcraise & share price at grant 63 25p 122 50p 187 0p 3550p
Lxpected volatliry 55% - 65% 60% — 65% 60% — 65% 65% — 75%
Annual nsk free rate 469% 233% 274% 317%
Annual expected dividend 2% - 3% 3% -37% 3% -37% 0% —160%
l:air value per sharc under option 32p 58p 90p 25p

2006 Scheme

Grant Date 11 May 2006 15 May 2006 11 July 2006 & May 2009
Oprions ousstanding 1 September
2010 960,000 517,750 100,000 1,956,909
faxercised - (272,350 (100,000} -
_Lapscd/cancelled - - - (30,108)
Opuons outstanding 31 August
2011 960,000 245,400 - 1,926,801
Contract term year(s) 10 10 10 10
Lxpected bife of opuon 6 [ 6 7
Exercise & share price at grant 630p 63 0p 66 Op 3550p
Lxpected volatihity 55% - 65% 55% — 65% 55% — 65% 65% — 75%
Annual nsk free rate 4 425% 4425% 474% 317%
Annual expected dividend 2% - 3% 2% - 3% 2% — 3% 0% —160%
Fatr value per share under opron 32p 32p 32p 25p

Lxpected volanhty was determuned by caleulanng the histonical volanlity of the Group’s share pnce over the previous 3 years The
wxpected hfe used in the model has becn adjusted, based upon management’s best esumate, for the effects of non-transferabiliry,
excraise restricuions and behavioural consideranons Opnion valvations arc based upon the assumpuon that the dividend remams
at this level 1n the future

I'he shace opniens, when exeraised, shalk have the same dividend and voting aghts as the ordinan tssued share capatal
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NOTES TO THE FINANCIAL STATEMENTS  CONTINUED

30 THE CHARACTER GROUP plc EMPLOYEE SHARE OWNERSHIP TRUST

The Company’s Employ ce Share Ownership Trust (“the cust”™) 15 governed by a Trust Deed dated 19 June 1998 The lrustees
may grant opnons over such shares m the Company acquired by them or otherwase provide benefits to the beneficianes, as
defined 1n the Lrust Deed The Erust 1s requared to meet ts own costs out of the trust fund but 1f such fund 15 nsufficent such
costs will be borne by the Company At 31 August 2011, the [ rust held 285,000 Ordinary Shares (2010 285,000), which had a
market value of £475,425 (2010 £364,800), upon which it has waved its nght to dividend income  The cost of these shares was
£908,000 At 31 August 2011, no options had been grantcd by the [rust

31 EVENTS OCCURING AFTER THE BALANCE SHEET DATE

Under the authonty granted at the Annual Gencral Mecenng held on 19 January 2011, the Companv repurchascd for canccllation
925,420 Ordinary Shares, for an aggregate cost of £1,609,000 including charges during Seprember 2011

92,420 Ordinary Shares were 1ssued to employces exercising share options, at an average exeraise pnce of 62 6 pence per Ordimary
Share during September 2011
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DIRECTORS’ STATEMENT OF RESPONSIBILITIES IN RELATION TO THE
PARENT COMPANY FINANCIAL STATEMENTS

Statement of dircctors’ responsibilitics

L'he directors are responsible for propannyg the annual report and the fnancial statcments in accordance with applicable law and
regulanions

Company law requires the directars to prepare financial statements for each financial year Under thar law the directors have
clected to preparc the financial statements 1n accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law) Under company law, the dircctors must not approve the financal statements
unless they are sansfied that they gne a truc and fair view of the state of affairs of the Company and of the profit or loss of the
Company for that period In prepaning thesc financial statements the dircetors are required to

& sclect switable accounung policies and apply them consistently,
make judgements and accounnng cstimates that are reasonable and prudent,
®  stacc whether appbicable UK Accounting Standards have been followed, subject to anv matenal departures disclosed and

explaned 1n the financal statcments, and
®  prepare the financial statements on the gomng concern basis unless it 13 inappropnate to presume that the Company wall
continue mn business

I'he directors are sesponsible for keeping adequate accounting records that are sufficient to show and explain the Company’s
transactions and disclose with reasonable accuracy at any tme the finanaal position of the Company and to enable them to

eavure that the financal statements comply with the Companies Act 2006 Thev are zlso responsible for safeguarding the assets of
the Company and for taking reasonablc steps for the prevennon and deteetion of fraud and other ircegulanties

Ihe directors are responsible for the mamtenance and mtegnts of the corporate and financial mformation included on the
Company’s website  Legislation in the Umited Kingdom governing the preparition and dissemunatton of nancial statcments may

differ from legastatton i other jurisdictions

1 he directors confirm that they have complicd wath the above requirements in preparing the financial statements
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INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF THE CHARACTER GROUP plc

W have audited the parent company Bnancial statements of The Character Group ple for the vear ended 31 August 2011 which
compnse the Company Balance Sheet and the related notes  Phe financial reporting framework that has been applied n ther
preparation 1s apphcable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Pracnce)

I'his report 15 made soleh to the Company’s members, as a body, i accordance with Chapter 3 of Part 16 of the Compantes Act
2006 Our audit work has been undcrtaken so that we maght state to the Company’s members those matters we are required to
state to them 1n an auditor’s report and for no other purpose | o the fullest extent permutred by law, we do not accept or assume
responsibtliny to anyone other than the Company and the Company’s members as a body, for our audir work, for this report, or
for the opimons we have formed

Respecuve responsitinhiues of diceetors and auditor,

As explamned morc fully 1 the Staternent of Dircctors’ responstbilities 1 respece of the parent company financial statements see
out on page 53, the directors are responstble for the preparauon of the parent compamy financial statements and for being
satisfied that thoy give a true and far view Our responsibility 15 to audit and express an opmion on the parent company financial
statements in zccordance with apphcable law and Internanonal Standards on Audinng {UK and [reland) Those standards require
us to comph with the Audiaing Practices Board’s Lthical Standards for Auditors

Scope of the audit uf ithe finanaal statemenes

An audic involves obraming evidenee about the amounts and disclosures m the financial statements sufficient to give reasomable
assurance that the financial statements are frec from matenal musstatement, whether caused by fraud or error Thos includes an
assessment of whether the accounting pohicics are appropriate to the parent company™ circumnstances and have been consistently
applied and adequately discloscd, the reasonableness of wigmificant accounting estimates made by the directors, and the overall
presentation of the financial statements

In addition, we read all the financial and non-financial information 1n the annual report to dentify matenal inconsistencres with
the audieed financial statements 1 we become aware of any apparent matenal misstatements or inconststencies we constder the
imphcations for our report

Opimon of fnancial statemenis

In our opmmon the parent company finanaal statements

*  gvea true and fatr view of the state of the Company’s affairs as at 31 August 2011,

*  have buen propesly prepared in accordance with United Kingdom Genenally Accepted Accounting Practce, and
®  have been prepazed in accordance with the requirements of the Companies Act 2006

Opmon on uther matters presceshad by the Compames Ao 2006
In our opinion the information given i the Directors’ Report for the finanaal yuar for which the parent company finanaal

statements are prepared 1s consistent with the parent company financal statements
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF THE CHARACTER GROUP plc  CONTINUED

Matters on which we are required to report by exception
We have nothing to report mn respect of the following matters where the Companies Act 2006 requires us to report to you if, n
our opinion
*  adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been
recerved from branches not visited by us or
the parent company financial statements arc not in agreement with the accountng records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or
® we have not receved all the informanon and explanattons we require for our audit

Other maner
We have reported separately on pages 18 and 19 on the consolidated financial statements of The Character Group plc for the year
cnded 31 August 2011

1 1sa Barbing, ACA (Seasor Statutory Auditor)
For and on behalf of MHA Maclnnze Hudson
Statutory Auditors and Chartered Accountants
New Brudge Sereer House

30-34 New Bridge Strect

London

FC4V 6B)

14 December 2011
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COMPANY BALANCE SHEET

as at 31 August 2011
2011 2010
Note £000°s L0005
Eined assets
langmble assets 2 634 673
Investments 3 2,305 1,903
2,939 2,576
Current assets
Ddbrors 4 9,372 11,006
Cash at bank and 1 hand 3,622 3,501
12,994 14,507
Cruditors amounts faling due within one year 5 (927) (319
Nut curcent assets 12,067 14,188
I otal assets Jess current abshties 15,006 16,764
Nt Assets 15,006 16,764
Capital and resencs
Called up share capiral 78 1,390 1,521
Shares held m treasury 8 (3,373) (3,373)
Investment tn own shares 9 (908) (908)
Capital redempuion reserve 8 1,380 1,229
Share premium account 8 13,163 12,928
Share based payment reserve 8 1,350 891
Profit and loss account 8 2,004 4476
Shareholders’ funds 15,006 16,764

I'he financial statemonts on pages 56 to 65 were approved by the Board of directors on 2 December 2011

R King KPSmh

Director Director

Regustered number 3033333
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NOTES TO THE COMPANY FINANCIAL STATEMENTS

1 PRINCIPAL ACCOUNTING POLICIES

Basis of preparation

I'he separate financial statements of the Company are presented 2s required by the Companies Acr 2006 As persutted by thar
Act, the separate financial statements have been prepared m accordance with UK GAAP

I'he financal statements have been prepared under the historical cost convention and in accordance with all apphicable United
Kingdom accounting standards

No profit and loss account 15 presented by the Company, as pormutted by Section 408 Comparnies Act 2006 “The profit for the
year was £3,872,000 (2010 £10,696,000)

As permutted by | manaal Reporung Standard (FRS) 1 (Revised), “Cash flow statement”, the Compamy has nor included a Cash
flow statement as the Company’s results have been included within the Group’s consolidated financial statements

As perrutted by FRS 8 Related Party Disciosures, disclosures of related party transactions with other companues conrrolled by
I'he Character Group ple are not provided and there were no reportable transaciions wath related pasties

I'he Company has raken advantage of the excmpnoon in FRS 29 Financial Instruments Disclosures and has not disclosed
nformation required by that Standard as the Group®s consolidated financial statements provide cquivalent disclosures for the
Group under IFRS 7

Invearments
Shares i subsidiary undertakings arc stated at cost less provision for tmpairment Provision 1s made agamst investments where
diminunton 1n value 15 considered to be permanent

TANGIBLE FIXED ASSETS

Fangible fixed assets are stated at histoncal cost net of accumulared depreasation and any imparrment m value

Deprecation s provided on 2 strasght line basis on all such asscts, except freehold land, at rates calculated to wate off the cast of
each asset over its cxpected useful e The following pninapal rates por annum are vsed

Frechold butldings 4%
luxtures, fitings and equipment 20-33%

FRS 20 Share-hased pasment

I'he Company 1ssues equity settled awards to certain employees The fair value of equity stttled awards granted after 7 Novermnber
2002, and that will vest on or after 1 September 2006, are measured using a binormual valuation model, talung mto account the
terms and conditions under which the option was granted  Options vest subject to the employee remaining 1n service during the
vestmg penod and the relevant non-market rclated performance condinon(s) being met  Ihe fair value determined on this basis is
expensed on a straight kne basts ever the vestung pentod, based upon the Company’s esnmatc of the number of shares that will
vest The estimate of vesting 18 reviewed annually wath anv impact on the cumulative charge betng recogmsed inmedratelv Lhe
charge in respect of share based payments 1s matched by an equal and opposite adjustment to equity

I'he Company adopted ULLF 44 1n 2008 When the parunt enuty grants options over equity mstruments directly to the employees
of a subsidiary undertaking, then in the parent company financial statements, the effect of the share based payment, as calculated
n accordance wath FRS 20, 5s capitabised as part of the investment tn the subsidiary as a capital contnibunion, with a corresponding
ncrease in cquity

Leases

Rentals pard under operating luases are charged to ncome as meurred

Dafired taxation

Dcferred tax 1s recogmused mn respeet of all urung differences that have onginatcd but not reversed at the balance sheet dare where
transactions or cvents that result in an obbganon to pay more tax i the future or a nght to pay less ax 0 the future have
occurred at the balance sheet date  Timung differences arc differences berween the Company’s taxable profits and its results as
stated 1 the financial starements that anse from the incluston of gains and losses in tax assessments n penods different from
those in which they are recogrused in the financial statements
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NOTES TO THE COMPANY FINANCIAL STATEMENTS
CONTINUED

Defurred mx assets i excess of habilities are recognsed to the extent that, in the directors’ opimon, 1t 15 more ltkely than not that
suitable taxable profits will anise from which the underlying nmng differences can be deducted

Deferred tax 12 measured at the average tax rates that are expecied to apph i the panods in which uning differunces are
expected to reverse, based on rax rates and faws that have been enacted or substantally enacted by the balance sheet date
Deferred tax 15 measured on a non-discounted basis

Iavauon
Current tax 15 provided at amounts expected to be pard (or recovered) using the tax rates and laws thar have been enacted or
subsmnually enacted at the balance sheet date

Pension contnbutions

The Company operates defined contribunon pension schemes Contribunions are allocated to the profit and loss account when
due

1he Company had 6 employecs m 2011 and 2010 Details of the remuneravon of the directors are included within the dircctors”
remuncration report on pages 14 o 16

2 TANGIBLE FIXED ASSETS

Freehold Fixtures,

land and fithngs and

buildings equipment Totat
Cost £000°s £000°s £000's
1 September 2010 1,182 140 1,322
Additions - 2 2
31 August 2011 1,182 142 1,324
Depreciatnon
1 Scptember 2010 511 138 649
Charge for the year 39 2 41
31 August 2011 550 140 690
Net book value
31 August 2011 632 2 634
31 August 2010 671 2 673
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NOTES TO THE COMPANY FINANCIAL STATEMENTS
CONTINUED

3 FIXED ASSET INVESTMENTS

The Company

Shares in Capital Total
subsidiary contnbuuon
undertakings

Cost L£000°s £000s Lo00's
1 September 2010 3,195 604 3,799
Share based payment - 402 402
At 31 August 2011 3,195 1,006 4,201
Amortisation and provisions
1 Scptember 2010 1,896 - 1,896
Charge for the year - - -
At 31 August 2011 1,896 - 1,896
Net book value
31 Augusi 2011 1,299 1,006 2,305
31 August 2010 1,299 604 1,903

A non-trading subsidiary was disposed in August 2011 [he assets of the subsidiary compnised solcly land and buildings that werc
acqured by the subsidtany 10 March 2011 The profit an disposal of the subsidian recognised in the consolidated financial
statements 15 £3,000

At 31 August 2011, the Company held more than 10% of the equity of the following prinaipal undertakings

Class of Proporuon
Country of shate held by the
ncorporation capmal parent
Subsidianes and operation held undertaking  Nawre of business
Character Opuons Litmuted Usnated Kingdom  Ordmary 100%  [Design and distmbunon of toys and games
1oy Opuons {Iar Last) | iuted Hong Kong Ordinary 100%  Desipn and distibunon of toys and games
Charter Limuted Hong Kong Ordinary 100%  Design and disinbutton of toys and games
Character Games Lamuted Unated Kingdom  Ordimary 100%  Design and distnbuson of tovs and games
Character Gafts Limuted United Kingdom  Ordinary 100%  Gaft importer and distnbutor
Q-Stat Lirmuted Unated Kingdom  Ordinan 100%  Properry mvestment
4 DEBTORS
2011 2010
£000°s L0005
Duc from subsidiary undertakings 9,128 10,766
Othcr debtors 33 38
Prepayments and accrued mncome 205 200
Other taxation and social sccurty 6 2
9,372 11,006

5 CREDITORS AMOUNTS FALLING DUE WITHIN ONE YEAR

2011 201

L£000’s SO0

Due to subsidiary undertakings 27 48
Other taxanon and social secunty 1 4
Accruals and defurred income 899 267
927 319
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NOTES TO THE COMPANY FINANCIAL STATEMENTS
CONTINUED

& CONFHINGENT LIABILMES

TI'he Company has guaranteed the obligations of cortamn subsihan, companies to their finance companies, certain banks and others
1 the normal course of business A bank has a fixed and floating charge ovur the assets of the Company and somc subsidianies
I'he Company 1s a member of a Group registration for Value Added Tax purposes

I'he amount pasvable under the Group regstration scheme at the 31 August 2011 15 £361,000 (2010 mil)

7 CALED UP SHARE CAPITAL (EQUITY)}

201 2010
£000' 0005
Authornsed
110,000,000 (2010 110,000,000} ordinary shares of 5 pence cach 5,500 5,500
Allotted, called up and fully paid
27,188,037 (2010 30,412,687) ordinary shares of 5 pence each 1,390 1,521

* Including 4,019,456 Ordmary Shares held tn treasury (20010 4,019,456}

Shure vapual movenents i the year
403,850 (2010 534,750) Ordinary Shares, total nommnal value £20,193 (2010 £26,738), were 1ssued duning the vear to employecs

excrasing their share opnions as follows

Number of Ordinary Shares at exercise price

Date 24.25p 54 00p 63 00p 63.25p 66 00p
13 September 2010 - — 25,000 - -
15 September 2010 - - 23,000 - -
4 Qctober 2010 - - - - 10,000
29 Ocrober 2010 - 10,000 - - -
6 December 20110 - — 20,000 — -
7 Dccember 2010 - - 500 - -
21 December 2010 - - 20,000 - -
5 January 2011 - - - - 90,000
20 January 2011 - - 13,500 - -
25 January 2011 - - 12,500 - -
11 Februany 2011 - - 90,000 - -
14 February 2011 - - 29,850 - -
17 kebruary 2011 - - - 15,000 -
22 February 2011 - - 7,000 - -
26 Apnl 2011 500 1,500 - - -
9 May 2011 - — 18,500 - -
20 May 2011 - - 4,000 - -
9 June 2011 - - 8,500 - -
15 June 2011 4,500 - - - -
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NOTES TO THE COMPANY FINANCIAL STATEMENTS
CONTINUED

7 CALLED UP SHARE CAPITAL (EQUITY} CONTINUED

Share capital movements 1a the year (continucd)
Durning the vear, the Company repurchased for cancellavon 3,028,500 (2010 8,619,000) Ordinary Shares as follows

% of the 1ssued share
capital immediately prior
o cancellation (excluding

Date MNumber of shares Prnce shares held in Treasury)
13 Septernber 2010 1,000,000 150 00p 379%
14 September 2010 166,000 150 00p 065%
14 Scptember 2010 50,000 150 00p 020%
15 September 2(10 50,000 150 00p 020%
15 September 2010 133,000 150 00p 053%
21 September 2010 125,000 150 00p 0 50%
22 Septembir 2010 85,000 150 00p 034%
24 September 2010 10,000 150 00p 004%
29 September 2010 75,000 150 00p 0 30%
30 Scptember 2010 14,000 150 00p 006%
30 September 2010 100,000 150 00p 041%
1 October 2010 85,000 150 00p 035%
3 Februan 2011 105,000 180 00p 042%
14 lebruary 2011 8,250 210 00p 003%
16 February 2011 500,000 210 00p 202%
18 l-ebruary 2011 250,000 210 00p 103%
22 l-ebruary 2011 132,000 210 00p 055%
28 Februann 2011 4,750 208 00p 0 02%
21 June 2011 5,500 147 Wp 0 02%
26 july 2011 100,000 145 00p G42%
5 August 2011 30,000 139 00p 013%

At 31 August 2011 and 31 August 2010, a total of 4,019,456 Ordinary Sharcs were held i treasun,
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NOTES TO THE COMPANY FINANCIAL STATEMENTS
CONTINUED

7 CALLED UP SHARE CAPITAL (EQUITY) CONTINUED

Share options

[he. Company adopred the rules of an Inland Revenue approved executive share opnon scheme (the “1995 Scheme™) on 3 May
1995 The 1995 Scheme termunated on 3 May 2005 but such termunanon has not affected the status of options granted under 1t
prior to that datc

I'he Company adopted the rules of a quabifying Lnterprise Management Incentive share oprion scheme (the “LMI Scheme™) with
the sanction of shareholders given at an extraordinary general meeting of the Company on 22 January

2003 On 5 February 2003, opuons ovir a total of 1,131,250 new ordinary shares of 5 pence cach were granted to Group
employees under the 1995 Scheme at an exerase price of 54 pence per share On 6 May 2009, options over a total of 280,002 new
ordinan shares of 5 pence ¢ach werce granted under the EMI Scheme to certan cxccunve direcrors ar an exercse price of 355
pence

I'he Company adopted the rules of a Share Option Plan (the “2006 Scheme™) on 22 February 2006, following approval by 1T M
Revenue and Customs On 11 May 2006, opttons over a toral of 960,000 new ordinary shares of 5 pence each were granted under
the 2006 Scheme to executive directors at an exercise price of 63 pence pr share On 15 May 2006, options over a total of
1,093,250 new ordinary shares of 5 punce each were granted under the 2006 Scheme to Group emplovees at an exeraise price of
63 pence per share On 18 August 2006, options over a total of 100,000 new ordinary shares of 5 punce cach werc granted under
the 2006 Scheme o a Group cmployee atan exercise price of 66 punee per share

On 11 July 2006, unapproved non-scheme options over a total of 165,000 new ordinary shares of 5 pence cach were granted o
Group umployeds at an exercise price of 63 25 pence per share

On 6 May 2009, options over a total of 919,998 nuw ordinary shares of 5 pence each were granted under the 2006 scheme 1o
exccutive directors at an excrase price of 35 5 pence per share Also 6 May 2009, options over a total of 1,069,029 new ordinary
shazes of 5 pence were granted under the 2006 scheme to Group emplovies ar an cxercise price of 35 5 penee

On 23 July 2010, a subsidiary entered mto an wiclusive distnibution agrecment with Copa LLC, a major supplier to the Group In
consideration for the exclusive distribution nghes of Cepia LLC™ products 1n the Umted Kingdom and Ireland, an affibate of
Cepia LLC was granted an opnon to subscnbe for 1,000,000 ordinary shares of 5 punce at an exercise pnice of 122 50 pence per
share, subject {inter alia) to the distnbunon agreement having continued m exsstence throughout the thred year vestung peniod and
subststing at the date of exercise

On 2 February 2011, an unapproved non-scheme opuon over a tonal of 750,000 existng ordinary shares of 5 pence held by the
company 10 treasury was granted to an executive director at an vxercise price of 187 pence per share (together with the opnons
granted on 11 July 2006 refurrid 1o as “Non-Scheme Opuons™)

&2 The Character Group plcanmm) sepor and accounts far the year ended 31 Sugust 2001




NOTES TO THE COMPANY FINANCIAL STATEMENTS
CONTINUED

7 CALLED UP SHARE CAPITAL (EQUITY] CONTINUED

Share opuons {conunucd)
At 31 August 2011, nghts to options over 5,629,203 Ordinary Sharcs of the Company were outstanding as follows

At Exercised/ At Exercise Exercise
1 September 2010 Granted lapsed 31 August 2011 Prnice Penod
1995 Scheme
7,000 - {5,000) 2,000 24 25p 15 February 2005 to
14 February 2012
[.MI Scheme
386,500 - {11,500 375,000 540p 5 February 2006 to
4 Iebruary 2013
93,334 - - 93334 3550p 6 May 201210
5 May 2019
93,334 - - 93,334 3550p 6 May 2013 10
5 May 2019
93,334 - - 93,334 3550p 6 May 201410
5 May 2019
2006 Scheme
960,000 - - 960,000 630p 11 May 2009 to
10 May 2016
517,750 - (272,350) 245,400 630p 15 May 2009 w0
14 May 2016
100,000 - (100,000) - 66 0p 18 August 2009 to
17 August 2016
652,303 - (10,036) 642,261 3550p 6 May 201210
5 May 2019
652,303 - (10,036) 642,267  3550p 6 May 2013 to
5 May 2019
652,303 - (10,036) 642,267  3550p 6 May 2014 to
5 May 2019
Non-Scheme Opuons 105,000 - (15,000 90,000 63 25p 21 December 2007 to
19 December 2014
1,000,000 - - 1,000,000 12250p 23 July 2013 to
22 July 2015
- 750,000 750,000 187 Op 02 February 2014 to

01 February 2021

5,313,161 150,000 (433,958) 5,629,203

No amount 1s payable by any grantce of an option at the ime of grant under any of the Company’s share option schemes
particulansed above

Movements in the weighted average valus are as follows

2011 20t0

E Weighted W cighted {

E average a\ erage :
} Number F exercise prnice | Number | exercixe price
Cutstanding at 1 September 5,313,161 6198p 4,887,579 49 35p
Granted 750,000 187 Op 1,000,000 122 50p
txerased {403,850) 63 02p (534,750) 60 95p
lLapsud {30,108) 35 S0p (39,668) 45 21p
Ourstanding ar 31 August 5,629,203 78 70p 5,313,161 61 98p
Weighted average remaining contractual bf in years 61 65

Opuons over 403,850 Ordinary Shares werd excrased in the year (2010 534,750)  T'he weighted average share pnce (at the date
of exerensd) of options wxercised dunng the year was 18200p (2010 130 00p)

At 31 August 2011 options over 1,672,400 Ordinary Shares were exerasable (2010 2,076,250}
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NOTES TO THE COMPANY FINANCIAL STATEMENTS
CONTINUED

7 CALLED UP SHARE CAPITAL (EQUITY) CONTINUED
Sharc options (contnued)
Ihe fair value of equity settled awards hay been eshmated at the date of grant using a binemaat valuatnion model for which the

nputs are summansed below

Non-Scheme & EMI Scheme Opuons

Opuon Scheme Non-Scheme Non-Scheme Non-Scheme EMI Scheme
Grant Date 11 July 2006 23 July 2010 2 February 2011 6 May 2009
Opnons outstanding 1 Seprember

2010 105,000 1,000,000 - 280,002
Granted 750,000

Fxcremed (15,000 - — -
Opunons outstanding 31 August

2011 90,000 1,000,000 750,000 230,002
Contract term ycar(s) 85 5 10 10
Lxpected bife of option G 3 5 7
Excrcise & share price ar grant 63 25p 122 50p 187 Op 3550p
Lxpected volatility 55% — 65% 60% — 65% 60% — 65% 65% — 75%
Annual nk free rate 4 69% 233% 274% 317%
Annual expected dividend 2% - 3% 3% -37% 3% -37% 0% —160%
Fair value per share under option 32p S8p %0p 25p

2086 Scheme

Grant Date 11 May 2006 15 May 2006 11 July 2006 & May 2009
Opuons outstanding 1 Seprember

2010 960,000 517,750 100,000 1,956,909
Exercised - {272,350) {100,000) -
Lapscd/cancelled - - - (30,108}
Opuons outstanding 31 August

2011 960,000 245,400 - 1,926,801
Contract term ycar(s) 10 10 10 10
Expected Ife of option 6 6 6 7
Excrcise & share price at grant 63 0p 63 0p 66 0p 3550p
Lxpceted volaubity 55% — 65% 55% — 65% 55% — 65% 65% — 75%
Annual nsk free rate 4425% 4.425% 474% 317%
Annual expected dwndend 2% - 3% 2% — 3% 2% - 3% 0% - 160%
Fair value pur share under option 32p 32p 32p 25p

Lxpected volanhty was determuned by calculanng the listonical volatlity of the Group’s share price over the previous 3 vears The
expected life used 0 the model has been adjusted, based upon management’s best estimare, for the effects of non-transferabilicy,
exerctse restrictions and behaviounal considerations Opuon valuations are based upon the assumpuon that the dividend remams
at this level in the fature

Ihe share options, when exercised, shall have the same dividend and voung nghts as the ordinary 1ssued share capiral
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NOTES TO THE COMPANY FINANCIAL STATEMENTS
CONTINUED

8 SHARE CAPITAL AND RESERVES - SHAREHOLDERS' FUNDS

Called up Capital Share Share Profit

share  Treaswry redempuon  premium Based  and loss
capital Shares reserve account  Payment  account Total
L000s  LOUDs L000s LO00's  £000's OO0 £0OWs
1 Seprember 2010 1,521  (3,373) 1,229 12,928 891 4476 17,672
Sharc-based pavment - Company - - - - 57 - 57
Share-based payment — subsidiary undertaking - - - - 402 - 402
Profit after tax - - - - - 3,872 3,872
Drndend pard - - - - - (1,197 (1,197)
Shares 1ssued 20 - - 235 - - 255
Shares cancelled {151) - 151 - -~ (5147) (514N
31 August 2011 1,390 (3,373 1,380 13,163 1,350 2,004 15,914

9@ THE CHARACTER GROUP plc EMPLOYEE SHARE OWNERSHIP TRUST

The Companv’s Lmployee Share Ownership I rust (“the Irust™) s governed by 2 Trust Deed dated 19 June 1998 [he [rustees
may grant opaons over such shares n the Company acquired by them or otherwive provide benefits to the beneficiaries, as
defined in the Trust Deed The Trust s required to meet 1its own costs out of the trust fund bur ¢f such fund s msufficient such
costs will be borne by the Company At 31 August 2011, the Lrust held 285,000 Grdinary Shares (2010 285,000), which had a
marker value of £457,425 (2010 £364,800), upon which 1t has warved 11s night to dividend mcome  The cost of these shares was
£508,000 At 31 August 2010, nto options had been granted by the 1 rust

10 AUDITORS REMUNERATION

2011 2010
L£000°s £000 s
Audit of the financial statements 8 8

Fees pad to MHA MacIntyre Hudson for non-audit services to the Company uself are not disclosed 1n the mdividual financial
statements of Phe Character Group plc as group financial statements are prepared which are required to disclose such fees on a
consobidated basis

11 EVENTS OCCURING AFTER THE BALANCE SHEET DATE

Under the authonty granted at the Annual General Meeung held on 19 January 2011, the Company repurchased for cancellanon
925,420 Ordinary Shares, for an aggregate cost of £1,609,000 inchading charges during September 2011

92,420 Ordimary Shares were 1ssued to employees exercising share options, at an average exercise price of 62 6 pence per Ordmary
Share during September 2011
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NOTICE OF ANNUAL GENERAL MEETING

I'HIS DOCUMENT! IS IMPORTANT AND RLQUIRLS YOUR IMMEDIA L ATTLN [ION

[f vou are 1n any doubt as to what action you should take, you are rccommendcd to seck your owa finanenl advice from your
stockbrokcr or other independent adwiser authorised under the Finanaal Services and Markets Act 2000

NOTICI ISTIERI BY GIVEN I'HA'T the 2012 Annual General Mcocong of The Character Group plc will be held ar the offices
of Duanc Morns, 2% Iloor, 10 Chiswell Street, London, RC1Y 4UQQ on Wednesday 18 January 2012 at 11 00 a m to transact the
following business

ORDINARY BUSINISS

1 lorecuve and adopt the directors' teport and the accounts of the company for the year ended 31 August 2011 and the
report of the auditors thereon

2 lodeclare a final dividend on the ordinary shares in the capital of the compans (other than ordinary shares held by the
company in treasury) for the yaar ended 31 August 2011 of 3 pence per share

3 lo consider an ordinary resolution of the company that Lord Birdwood, who renres 1n accordance wath the terms of hus
Ictter of appomiment, be and 15 bercby re-deetd av a dircetor of the company

4 loconwder an ordmary resolution of the company that Mc 12 Harns, who retires in accordance wath the terms of his letter
of appontment, be and is hereby re-elecred as a director of the company

5  loconsider an ordinary resolunion of the company that Mr M Hyde, who retires in aceordance wath the Arucles of
Assocration of the compans, be and 1 hereby re-appomtud as a director of the company

6 loconsidor an ordinary resolution of the compans that MIEA Maclntyre Hudson be and are hereby re-appomnted as auditors

of thc company, on terms as to remuneration to be determuned by the directors

SPHCIA} BUSINESS

[0 consider and, if thought fie, to pass the following resolunions of the company

Ordinary Resolutton

T Thar, i accordance with section 551 of the Companies Ace (the “Act”), the directors be and are hercby generally and
uncondinonally authorised to allor shares i the company or grant aghts to subscrbe for or to convert any secunty mto
shares in the company ("Raghts") up to an aggregate nomnal amount of £396,143, such authonty to expire on the carlier of
fiftcen months following the date upon which this resolution was passcd and the conclusion of the Annual General Meeang
of the company next following the date upon which this resolution was passed, unless renewed, vaned or revoked by the
company in general meetng provided that the company may at any ume before the uxpiry, vanation ar revocaton of such
authority make offers or agreements which will or mughre requare shares i the company to be allotied or Raghts to be granted
and the directors may allot shares or grant Rights after the wxpiry, vananon or revocation of such authonty asif such
authonty had not cxpired or been vaned or revoked This authonty shali replace all casting authonities conferred on the
directors mn respect of the allotment of shares 1n the company or grant Rights under section 551 of the Act to the extent that
the same have not previously been unhsed

Ordmnary Resolunon

8  Subjct 1o and condinonal upen the passing of resolunon 6 above, that the directors be and are hureby authonsed for the
purposes of Arncle 191 of the Arncles of Associarton of the compamy, to offer to membcrs of the company, 10 accordance
with the provisions of the said Article, the nght to clect to recaive ordinary shares, ceedited as fully paid, tn whole or 1 part
mstead of cash i respect of all or any dividends declared or pard by the company or the directors pursuant to the Arncles of
Assocation of the company at any ame after the date of the passing of this resolunion and the conclusion of the Annual
General Meeung of the company awt following the datc upon which this resolunion was passed and that the directors be and
are hereby authonsed to make any such offir on such reems and condimons to such members of the company, subject always
to the provistons of the Articles of Association of the company, as they shall in their absolute discrenon determunc
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NOTICE OF ANNUAL GENERAL MEETING  CONTINUED

Otdinan Resolution

9 That the company be and 1s hercby generally and uncondisonally authonsed for the purposes of section 701 of the Act o
make market purchases {as defined 1n sectnn 693(4) of the Act) of ordinan shares of 5p cach 1n the capital of the company
provided that

() the maximum number of ordinan shares 5p each in the capual of the company hereby authonsed to be acquired 1s
5,942,000,

(B) the mummum price (exclusive of all expenses) which mav be pad for such shares 1s 5p per share,

(Q the maximum price which mav be paid for such shares 15, in respect of a share contracted to be purchased on any dany,
an amount equal to 150 per cent of the average of the middlc-markcr prices shown m the quotations for ordinary
shares of the company i the Daily Official List of the London Stock Lxchange on the five business days immediatcly
preceding the day on which the share 15 contracted to be purchased,

(13) the authonty hercby conferred shall expire at the carlter of the conclusion of the next Annual General Meeting
following the date upon which this resoluton was passed or 15 months following the date upon which ths resolunion
was passed, and

(I} the company may contract to purchase s own shares under the authonty horeby conferred prior to the expiry of such
authonty, which will or may be executed whelly or partly after the expiry of such authority, and mav make 2 purchase of
its own shares in pursvant of any such contract

Speetal Resolution
10 That
(A} m accordance wath secuon 570 of the Companies Act 2006 {the “Act™), the directors be and are hereby given the
general power to allot equity secunities {(as defimed 1 Section 560 of the Act) pursuant to the authornty conferred on
themn for the purposcs of Section 551 of the Act by an ordinary resolution of the company of Lven date herewith
and/or to sell equity secunitics held as treasury shares {(within the meaning of secnon 724 of the Act) for cashin each
case as 1f Section 561(1) of the Act did not apply ro any such allotment or ~ale, provided that this power shall be Limured
() to the allotment and/or sale of equity secunities 1n conncction wath any offer by wav of rights o holders of ordinary
shares 1n the capital of the company (other than o the holder(s) of ureasun shares) notwathstanding thar, by reason
of such exclusions or other arrangements as the directors may deem necessan or desirable ro deal with legal or
other problems ansing in 2ny otdrscas territory, in connection with fracuional cnutlements, record dates or
othurwise howsocever, the equity secunities to be allotted are not offered to all such holders 10 proportion to the
respective number of ordinary shares held by them,

{1} the allotmunt (otherwise than pursuant to paragraph (i) above) of cquity secunitics up to an aggregate nommal vahae
of £118,840,

() the sale of (otherwise than pursuant to paragraph (i) above) of equuity secuntes held as treasury shares up to an
aggregate nommal valuc of £200,972 80 (cquivalent to 4,019,456 ordwnary shares of 5p each i the company),

{B) the power hereby conferced shall expire at the earlier of the conclusion of the next Annual General Meeting following
the date on which this resoluton was passed or fiftcen months following the date upon which this resolution was
passed,

(C)} the power hureby conferred shall enable the company to make an offer or agreement that would or might require equty
secunitics to be allotted and/or sale after such power expires and the directors may allot and/or sell equity secunties in
pursuance of any such offur or agreement made within the bmuts presenbed in paragraph (A) above as of the power
hereby conferrcd had not expired, and

(12) this power shall replace ali exssting powers granted to the directors to allor and/or sell equity securines as if the said
Section 561(1) of the Act (or Scenon 89(1) of the Compantes Act 1985) did not apply to the extent that the same have
not been previoush unbsed

By ordur of the Board,

K P Shah Regstered Office
Sceretary 10 Chuswell Strect,
15 D<cember 2011 London LC1Y 4UQ
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NOTICE OF ANNUAL GENERAL MEETING  CONTINUED

Moty

1 The register of directors' interests and coptes of the directors’ service agreements or (as appropriate) thenr letters of
appomntment and the Arucles of Associaton of the company will be available for mspecuon at the registered office
durning normal bustess hours from the date of this nenice unul the date of the Annual General Meeung 2nd on thar day
will be available for mspection at the place of the meeting from 1000 2 m untl the concluston of the meeting

2 A member enuitled to attend and vote at the Annual General Meeung convened by the Natice above 1s enntled to
appomt a proxy ot proxies to attend, speak and vote m his/her place A momber may only appoint more than one
proxy if cach proxy 1s appomnted to txerese the vonng nghts attached to different shares A member may not appotnt
more than one proxy to excerase nghts attached to the same shares

3 io be vahd, forms of proxy must be lodged with Neville Registrars Limited, 18 Laurel Lane, ilalesowen, West
Midlands B63 3DA not less than 48 hours before the nme appomud for holding the Annual General Meetng A form
of proxy has been despatched separatedy to each shareholder 1f you do not have a proxy form and believe that you
should have one, or 1f you require addinonal forms, please contact the company Secretary

4 Completon of a form of proxy or any CRFST Proxy Instruction (as descnibed in paragraph 8 below) will not prevent a
membir from attending and voung at the Annual General Meenng should he or she so wish

5 For the purposes of Regulation 41 of the Uncertificated Secunities Regulations 2001, the members entitled to attend,
speak and/or vote at the Annual General Meeting shall be those entered on the company’s register of members at 6 00
pm on 16 January 2012 Changes to entries on the register of members afrer that ume will be disregarded m
determining the oghts of anv purson to attend and/or vote at the meeting

6 As at 14 December 2011 (betng the last business day prior to the publication of thts Notice) the company’s 1ssued shate
capital (excluding shares held in treasury) consisted of 22,935,581 ordinary shares, carrying one vote each  Therefore,
the. total votng rights in the company as at 14 December 2011 was 22,935,581

7 CRIST members who wish to appoint a proxy or proxies through the CRIST clectronic proxy appointment service
may do so by using the procedures described m the CRLST Manual CREST Personal Members or other CRESI
sponsored members, and those CRI.S| members who have appointed a service provider(s), should refer to thar
CRLESI sponsor or voung scrvice provider(s), who will be able to take the appropriate action on their behalf

8 In order for a proxy appomtment ot mstruction made using the CRFST service to be vahd, the appropriate CRLS1
message (a “CREST Proxy Instruction™) must be properly authenncated i accordance with CRESICo’s speaificanons,
and must contamn the nformaton required for such instrucnon, s deseribed tn the CREST Manual  The message,
regardless of whether 1t consntutes the appomtment of a proxy or 1 an amcndment to the mstruction given to a
previously appointed proxy must, 1n order to be vahd, be rransmitted so as to be received by the tssuer’s agent (11D
7JRA11) by 1100 am on 16 January 2012 For this purpose, the ume of recerpt wall be taken to be the ume (as
determmned by the amestamp applicd to the message by the CREST Apphcanon Host) from which the 1ssuer’s agent 1s
ablc to retncve the message by enquiny to CRESI m the manner presenbed by CREST After this ume any change of
mstructions to proxies appointed through CREST should be communucated to the appointec through other means

9 CRLST members and, where applicabl, thetr CREST sponsors, or votng service providers should note that Euroclear
UK & Freland Limated docs not make available speaal procedures in CRES for any particular message  Normal
system upungs and mitations will, thercfore, apply i relanon to the mput of CREST Proxy Instructions It 1s the
responaibility of the CREST member concerned to take {or, if the CRES1 member 15 a CREST personal member, or
sponsored member, or has appointed a voung service provider, to procure that lus CRIST sponsor or voung service
provider(s) rake(s)} such actton as shall be necessary to ensure that 2 message 1s transnutted by means of the CRFST
system by any particular time  [n this connecuon, CREST members and, where apphcable, their CREST Sponsors or
voting system providers are rcferred, in parucular, to those sechons of the CRLS! Manual concerming pracacal
bimitations of the CRES{ system and nmings

10 I'he company may treat as tnvalid a CRE S1 Proxy Instructan i the circumstances st out 1 Regulation 35(5)(a) of the
Unceruficared Secunities Regulanons 2001
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