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Financial Highlights

Group loss before tax was £24,000 (2008 profit £522,000)

Hemmers-Itex sales were £25,685,000 (2008 £21,974,000) and pre-
tax profit was £38,000 (2008 £586,000)

Focus on working capital management n difficult trading conditions
saw Hemmers-Itex bank debt fall by Euro 1,463,000 (19%)

550,000 shares were bought back in the year at a cost of £78,000
and 625,000 shares were cancelled

Net asset value per share {excluding treasury shares) increased by
12% to 45 2 pence

Loss per share was 0 5 pence (2008 earnings of 1 4 pence)

No dividend proposed while Board continues search for suitable
imnvestment opportunities




Directors

Ewen Wigley (Independent Non-Executive Chairman)

Born 1961, Ewen 15 a businessman who has over 20 years expenence 1n the City Prior to his recent work
with private and AIM listed compames, Ewen was a director of a corporate finance boutique that
specialised 1n advising compamies wn the small cap market sector on mergers, acqusitions and
restructuring  Before that, he was at Union Plc for 15 years, latterly as Chief Operating Officer, where he
gamned broad expertence in banking, leasing and corporate finance Ewen 15 a Fellow of the Association
of Corporate Treasurers He joined the Board of Leeds Group in September 2004 and became Chairman
i March 2007

Johan Claesson (Non-Executive Director)

Born 1951, Johan has been a major shareholder in the Group since 1999, and has extensive business
interests, both private and in the public arena Johan 15 Chairman of Claesson & Anderzen, a private
property company, and, besides Leeds Group, he 15 a director of two other public companies — Borés
Wafven AB (textiles) 1n Sweden, and K3 Business Technology Group pic Johan joined the Board of
Leeds Group 1n September 2004

Peter Gyllenhammar (Non-Executive Director)

Born 1953, Peter 1s a professional investor and has been a major sharcholder 1n Leeds Group since 1999
He is an active investor both 1n Sweden and in the UK, and has previously been a director of several
public companies in the UK 1n which he had a substantial interest Peter joined the Board of Leeds Group
tn March 2007




Group Information and Advisers
Principal Trading Subsidiary Company

Hemmers-Itex Textil Import Export GmbH
Twentestrasse 1

48505 Nordhom

Germany

Directors during the year
Jorg Hemmers
Thorsten Richter (resigned May 2009)

Principal activity
Import, sate & distribution of fabric
Incorperated 1n Germany

Subsidiary compamies of Hemmers-Itex Textil Import Export GmbH
KMT Stoffe GmbH (wncorporated im Germany)

Itex Brummen BV (incorporated in Holland)

Chinoh-Tex Ltd (wncorporated in China)

Group Advisers
Solicitors Financial Advisers Auditors
And Brokers
Walker Morris Seymour Pierce Limited BDO LLP
Kings Court 20 Old Bailey 1 Bridgewater Place
12 Kings Street London Water Lane
Leeds EC4M 7EN Leeds
LS1 2HL LSI11 5RU

Tel 0113283 2500

Solicitors

DLA Piper UK LLP
Princes Exchange
Princes Square
Leeds

LS1 4BY

Tel 08700111111

Tel 020 7107 8000

Registrars

Capita Registrars
Northern House
Woodsome Park
Fenay Bridge
Huddersfield
HD8 0GA

Tel 0871 664 0300*

0113 244 3839

Principal Bankers

Bank of Scotland

116 Wellingion Street
Leeds

LS14LT

Tel 0113 3883200

* Calls to the Capita shareholder helphine cost 10p a minute plus network extras Lines are open 8 30am-5 30pm Mon-Fn




Chairman’s Statement

Results

The difficult econormic chimate 1n the European countries that Hemmers-ltex sells into, which 1 wrote about 1n
last year’s Chairman’s statement, has continued dunng 2009 The Group made a loss afler tax of £144,000
during the year compared with a profit of £449,000 in 2008, resulting n loss per share of 0 5 pence (2008 1 4
pence profit) Net Asset Value per share (excluding shares held in treasury) was 45 2 pence at the year end,
compared with 40 3 pence at the end of the previous financial year, the increase arising primarily from Sterling’s
depreciatton against the Euro and the Group’s share buy-back programme

Hemmers-Itex

Matenial sales at Hemmers-ltex tncreased by 3 3% to 13 Imullion linear metres whlst revenue in the local
currency of this German-based subsidiary increased by 2 8% to EUR 29 5 mullion (2008 EUR 28 7 million)
The difficult economic chimate referred to above has kept all margins under pressure, and Hemmers-fex made a
pre-tax profit in the year of just EUR 44,000 (2008 EUR 766,000) As I noted in the trading statement 1ssued 1n
November 2009, management at Hemmers-Itex have already taken a number of steps to reduce costs and
improve margins, and will continue to seek changes so that their costs are more aligned to the current sales
levels

During these challenging times, Hemmers-ltex has also focused on reducing 1ts working capital needs and dunng
the year 1ts bank debt decreased by EUR 1,463,000, a fall of 19% This bank debt is secured solely agamst the
assets of Hemmers-Itex

Investments

Leeds Group continues to hold approximately 29% of Dawson [nternational Plc (“Dawson™) During the last
year, Dawsen has announced the disposal of 1ts Todd & Duncan business, reductions in bank debt and changes
in management, all of which your Directors believe are positive and wrll, in time, feed through to an improved
valuation of the Dawson business At the start of the financial year, the Group also had an mvestment n
European Equity Tranche Income Limited (“EETI") Despite a capital restructunng by EETI, which rehieved
that company of its potential bank debt refinancing risk, the share price of EETI failed to reflect the improved
position and the entire holding was sold

Although Leeds Group has no power to participate 1n the operating and financial policies of any of the entities in
which 1t has invested, the Directors will manage the portfolio of Group investments m a proactive manner that
will encourage the respective management teams to focus on realising the perceived incremental shareholder
value that 1s at the root of the investment decisions

Share Buy-back Programme

The Group has continued to use the authonty granted by sharcholders to purchase its own shares, and dunng 2
year when share trading volumes were low, 550,000 shares were acquired Following the cancellation of
625,000 shares the company now has 32,475,000 shares n 1ssue, of which 3,225,628 are held 1n treasury

Your Board intends 10 continug¢ to buy back shares whenever the appropriate opportunity arises and will be
seeking Shareholder approval of the necessary resolution at the forthcorung Annual General Meeting In buying
back the Company's shares, the Board 1s returmng caputal to those shareholders who wish to sell their shares
whilst improving the net asset value per share of the remaiming shareholders

Divadend

It remams the intention of the Board to seek further opportunities to maximise the long-term value of the Group
by 1dentifying appropnate invesiments that witl stirengthen the Group and benefit all shareholders 1n the light of
such policy, the Directors do not propose a dividend

Directors and Employees
On behalf of shareholders 1n what has continued to be a challenging environment to operate in, [ would hke to

thank the management and staff of Hemmers-Itex for theiwr continued efforts

Qutlook

Sales for the first onths of the ye
—

have been steady

Ewen Wigley
Chairman,
8 December 2009




Operating and financial review

Group Result

Group tevenue increased 1n the year by 16 9% 10 £25,685,000 (2008 £21,974,000), partly as a result of
mcreased sates by the Group’s trading subsidiaries, but chiefly as a result of translating 2009 revenue at a
Sterling exchange rate considerably weaker than last year

The Group loss before tax was £24,000 (2008 profit £522,000} as a consequence of difficult trading
condttions 1n which pre-tax profit in Hemmers-Itex fell to £38,000 (2008 £586,000)

The tax charge m the year was £120,000 (2008 £73,000), of which £48,000 related to under-provisions in
previous years The loss per share was 0 5 pence (2008 earnings 1 4 pence)

Hemmers-Itex

This German-based subsidiary 1s engaged n the import, warchousing and wholesaling of fabrics This
year was the first full year of operations for its Chinese subsidiary, Chinoh-Tex, and an encouraging
performance there contributed to growth of 3 3% 1n total fabric sales to 13 1 million linear metres Sales
revenue increased by £3,711,000 (16 3%) to £25,685,000 (2008 £21,974,000) Of this increase, 2 8%
represented real growth 1n terms of local currencies, and 14 1% 15 the result of translating overseas results
at Sterhng’s weaker exchange rate

In broad terms, reduced gross margin and increased overhead contributed equally to the reduction 1n
profit Gross margin was 21 7% (2008 23 5%) For the first seven months of the financial year the Euro
was considerably weaker against the US dollar than 1t was at our 2008 year end This pushed up the cost
of imported fabric and market conditions were such that this could not be passed on to customers fully
The full year of Chino-Tex trading, ligher volumes and modest inflationary increases saw overheads
mncrease by 5% 1n local currency terms

Although 1t cannot be denied that the results for the year are disappointing, there have nevertheless been
some positive achievements To have recorded modest growth 1n a year of depressed aggregate demand
for fabric means we have increased market share, and are well positioned for when consumption
increases The strength of the Euro against the US dollar in the last five months has increased beyond 1its
September 2008 level, and has led to recent rates of gross margin that more closely compare with our
historic levels The financial position of Hemmers-Itex was improved considerably in the year by focusing
on reducing working capital levels and our success i this respect led to a reduction of €1,463,000 (19%)
i the bank debt of Hemmers/Itex and its subsidharies

Holding Companies’ Costs

The foilowmg table indicates that holding companies’ costs continue to be tightly controlled, but also
shows the impact of falling interest rates which has led to finance income falling to half the level of the
previous year

2009 2008
£000 £000
Holding companies’ recurring costs {228) (225)
Legal costs associated with property at Haw Lane (53) -
Exchange gain 91 64
Net operating expense {190) (161}
Finance income 166 328
(24) 167
Impairment of available-for-sale investments 231 (231)
Realised loss on sale of available-for-sale investments (269) -
Net costs before tax of holding companies (note 7) (62) (64)




Operating and financial review (continued)

Available-for-sale investments.

In February 2009 the Group acquired further shares in European Equity Tranche Income Limited
(“EETI"), before selling the entire investment in May of that year There was a loss on disposal of
£269,000 of which £231,000 had been provided last year The Group’s investment i Dawson
International ple mcreased in vatue by £240,000, which has been taken direcily to the avaitable-for-sale
reserve Despite this appreciation, the directors continue 1o believe that the current share price of Dawson
does not fully reflect its long-term vaiue

Property at Haw Lane, Yeadon.

The Group owns the frechold title to a plot of land of approximately 5 acres in Haw Lane, Yeadon,
adjacent to the site of the former Scott & Rhodes factory, and in February 2007 Leeds City Council
resolved to register this land as a town or village green The Directors are seeking a judicial review of that
decision, and the case 15 scheduled to be heard 1n March or April 2010 Meanwhile, the directors are of
the opinion that, 1n 1ts current use, the value of the land 15 neghgible

Fixed Assets
Capital additions n the year amounted to £200,000 (2008 £1,81/2,000) Tangible fixed assets in the
Balance Sheet amount to £2,350,000 (2008 £2,053,000)

Working Capatal
Working capital decreased during the year by £884,000 (2008 increase £2,261,000)

Debt Profile

The funding policy of the Group continues to be to maich its funding requirement 1n trading substdianies
in a cost-effective fashion with an appropnate combination of short and longer-term debt As part of this
strategy, the warchouse constructed in 2008 in Germany was financed by a 20-year loan at fixed interest
of 5 1% The Group’s net indebtedness at 30 September 2009 can be analysed as follows

Holding Hemmers- Total
Companies Itex Group

£000 £000 £000

Cash 2,140 434 2,574
Overdrafts - 4) (4)
Total on demand 2,140 430 2,570
Fixed rate loans due within one year - (3,819) (3,819)
Fixed rate loans due afier more than one year - (2,273) (2,273)
Net cash balances/(indebtedness) 2,140 (5,662) {3,522)

Bank debt in the subsicharies 1s secured by charges on inventories, receivables and property and 15 without
recourse to the Parent Company

Chairman
§ December 2009




Directors’ Report

The directors present their annual report and the audited financial statements for the year ended 30
September 2009

Principal activities

During the year, the Group’s principal trading subsidiary was Hemmers-Itex Textil Import Export GmbH,
a German based business that imports fabric, chiefly from the Far East, for sale and distnbution
throughout Europe

Business review

The Companies Act 2006 requires the directors to set out in this report a fair review of the business of the
Group during the financiat year ended 30 September 2009, including an analysis of the position of the
Group at the end of the financial year and a description of the principal risks and uncertainties facing the
Group (known as the “Business Review”) The information that fulfils the Business Review requirements
can be found mn the Chairman’s Statement on page 5, and the Operating and Financial Review on pages 6
and 7 This information includes a discussion of the Key Performance Indicators used by the directors to
momtor the business which are

*  revenue *  profit before tax

*  gross profit margm *  profit after tax

*  fabnic sales volumes, measured in *  earnings per share
linear metres *  working capital levels

* operating overheads and central *  borrowing requirements
costs

Principal risks and uncertainties

The market for fabric 1n Europe remains lmghly competitive The nisks of operating in this market are
identified 1n note 3 to the accounts, which also deals with the way in which the directors manage those
risks This includes the use of financial instruments, details of which are set out 1n note 18

Dwvidends
The directors do not recommend the payment of a dividend

Major shareholdings
The Company 1s aware of the following shareholders having 3% or more of the 1ssued share capital at 8
December 2009
% of 1ssved share caputal % of 1ssued share capital excluding
shares held n treasury

Mr Johan Claesson and associates 246 273
Mr Peter Gyllenhammar and associates 207 230
Employees

Regular contact between senior management and employee representatives 15 maintained 10 order to keep
employees informed of the ongoing situation and future prospects 1t 15 the Group’s policy to employ
disabled persons 1f they are able to fill the relevant position satisfactorily and to continue to employ
persons who become disabled while in the Group’s employment where possible No discnimimation 18
made in the traimng, career development and promotion of disabled people

Directors’ and officers liability mmsurance

The Group maintains directors’ and officers” habihty insurance that gives appropnate cover for any legal
actions brought against its directors or senior managers This policy remained in force on the date on
which the financial statements of the Group were approved by the board

Directors and directors’ interests
The directors who held office duning the year were Mr Ewen Wigley, Mr Johann Claesson, and Mr Peter
Gyllenhammar

The director retining by rotation 1s Johan Claesson who, being eligible, offers himself for re-election at the
forthcoming Annual General Meeting




Directors’ Report (continued)

The directors who held office at the end of the financial year had the following interests in the ordinary
shares of the Company
Number of shares

Interest at end of year Interest at beginning of year

Beneficial Non-beneficial Beneficial Non-beneficial
Johan Claesson 7,978,050 - 7,978,050 -
Peter Gyllenhammar 6,732,499 - 6,732,499 -

Ewen Wigley - - - -
There are no outstanding share options granted to directors or employees of the Company

No changes 1n directors” share nterests or share opttons have taken place between the end of the financial
year and 8 December 2009

The market value of Leeds Group shares between I October 2008 and 30 September 2009 ranged between
16 75p and 13 75p The average market value for the year was 14 48p, and at 30 September 2009 the
market value was 15 00p

Political and charitable contnbutions
The Group made no political contributions during the year (2008 £nil} Donations to UK chanties
amounted to £mil (2008 £nil)

Creditor payment policy

It 1s Group policy to agree the terms of payment with suppliers when agreeing each transaction and to
abide by the terms of payment At 30 September 2009, the amount of trade creditors shown 1n the
consolidated balance sheet represents 14 days (2008 [4 days) while trade creditors shown n the
Company balance sheet represents 3 days (2008 2 days)

Going Concern

After making enquiries, and notwithstanding the present downturn 1n the global economy, the directors
have a reasonable expectation that the Company and the Group have adequate resources to continue 1n
operational existence for the foreseeable future For this reason they have adopted the going concern basis
n prepaning the financral stalements

Treasury shares

During the year the Company purchased 550,000 of its own ordinary shares with a nominal value of 12p,
for a total consideration of £78,000, and 625,000 ordinary shares held 1n treasury were cancelled In
buying back the Company’s ordmary shares, the Board 1s returning capital te those sharehelders who wish
to sell their shares whilst improving the net asset value per share of the remaining sharcholders

Statement by the directors on corporate governance

The Company moved to the Alternative Investment Market on 3 March 2002, and therefore 1s not bound
by the Combined Code on Corporate Governance 1ssued in June 2008 The Company does, however, seek
to comply with those provisions of the Code that it considers appropriate to its current strategy and size

For many years an audit committee and a remuneration commuittee had been formally constituted as sub-
commuttees of the main Board, both with wrtten terms of reference These commttees comprised the
Group non-executive Chairman and the two non-executive directors Since these people now constitute
the entire Board, matters previously dealt with by these sub-commuttees are now dealt with by the Board
as a whole

Directors’ responsibilities
The directors are responsible for preparing the annual report and the financial statements 1n accordance
with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that
law the directors have elected to prepare the Group financial statements in accordance with International
Financial Reporting Standards (IFRSs) as adopted by the European Umon and the Parent Company’s
financial statements tn accordance with United Kingdom Generally Accepted Accounting Practice

g




Directors’ Report (continued)

Directors’ responsibilities (continued)

(Umited Kingdom Accounting Standards and applicable law) Under company law the directors must not
approve the financial statements unless they are satisfied that they give a true and fair view of the state of
affairs of the Group and Company and of the profit or loss of the Group for that period The directors are
also required to prepare financial statements 1n accordance with the rules of the London Stock Exchange
for companies trading securities on the Alternative Investment Market

In prepanng these financial statements, the directors are required to
» select suitable accounting policies and then apply them consistently,
¢ make judgements and accounting estimates that are reasonable and prudent,

e state whether they have been prepared in accordance with [FRSs as adopted by the European Union,
subject to any material departures disclosed and explained 10 the financial statements,

e prepare the financial statements on the going concern basis unless 1t 15 inappropnate to presume that the
Company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company’s transactions and disclose with reasonable accuracy at any time the finanenal
position of the Company and enable them to ensure that the financial statements comply with the
requirements of the Companies Act 2006 They are also responsible for safeguarding the assets of the
Company and the Group, and hence for taking reasonable steps for the prevention and detection of fraud
and other 1rregulartties

Website pubhecation

The directors are tesponsible for ensuring that the annual report and the financial statements are available
on a website, and these documents are published on the Group's website (www leedsgroup plc uk)
accerdance with legislation in the Umited Kingdom governing the preparation and dissemination of
financial statements, which may vary from legislation i other jurnisdictions The mamntenance and
mtegrity of the Company's website 15 the responsibility of the directors The directors' responsibility also
extends to the ongoing ntegnity of the financial statements contained therein

Auditors

All of the current directors have taken all the steps necessary to make themselves aware of any
information needed by the Group’s auditors for the purpose of their audht and to establish that the auditors
are aware of that information The directors are not aware of any relevant audit nformation of which the
auditors are unaware

In accordance with Section 489 of the Companies Act 2006, Resolution 3 1s to be proposed at the
forthcoming annual general meeting for the re-appomtment of BDO LLP as auditors of the Company, to
hold office from the conclusion of the meeting until the conclusion of the next annual general meeting of
the Company at which the accounts are laid

By Order of the Board

M/kﬁ\ﬂai_ [/\:)OO—\/ Schofield House
Malcolin Wilson / Gateway Dnive
Company Secretary Yeadon, Leeds
8 December 2009 LS19 7XY
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Independent Auditor’s Report
to the Shareholders of Leeds Group plc

We have audited the financial statements of Leeds Group plc for the year ended 30 September 2009,
which comprise the Consohidated Income Statement, the Consolidated and the Company Balance Sheets,
the Consolidated Cash Flow Statement, the Consolidated Statement of Recogmsed Income and Expense
and the related notes The financial reporting framework that has been applied n the preparation of the
group financial statements 1s applicable law and International Financial Reporting Standards (IFRSs) as
adopted by the European Union The financial reporting framework that has been applied n preparation
of the Parent Company financial statements 15 applicable law and United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the Company’s members, as a body, 1n accordance with sections 495 and
496 of the Compames Act 2006 OQur audit work has been undertaken so that we mught state to the
Company’s members those matters we are required to state to them m an auditor’s report and for no other
purpose To the fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the Company and the Company’s members as a body, for our audit work, for this report, or for
the opimons we have formed

Respective responsibilities of directors and auditors

As explained more fully 1n the statement of directors’ responsibilities, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view Our
responsibility 15 to audit the financial statements in accordance with applicable law and International
Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board’s (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtamming evidence about the amounts and disclosures n the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenal misstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
appropriate to the group’s and the Parent Company’s circumstances and have been consistently apphed
and adequately disclosed, the reasonableness of significant accounting estimates made by the directors,
and the overall presentation of the financial statements

Opinion on financial statements
In our opimion

*  the financial statements give a true and fair view of the state of the group’s and the Parent
Company’s affairs as at 30 September 2009 and of the group’s loss for the year then ended,

®  the group financial statements have been properly prepared 1n accordance with IFRSs as adepted by
the European Union,

*  the Parent Company’s financial statements have been properly prepared m accordance with United
Kingdom Generally Accepted Accounting Practice, and

*  the financial statements have been prepared in accordance with the requirements of the Companies
Act 20006

Opmion on other matters prescribed by the Companies Act 2006

In our opinion the information given 1n the directors’ report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

11




Independent Auditor’s Report
to the Shareholders of Leeds Group plc (continued)

Matters on which we are required to report by exception
We have nothing to report n respect of the following matters where the Companies Act 2006 requires us
to report to you 1f, in our opmion

e  adequate accounting records have not been kept by the Parent Company, or returns adequate for our
audit have not been received from branches not visited by us, or

s  the Parent Company financial statements are not in agreement with the accounting records and
returns, or

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

» we have not recerved all the information and explanations we require for our audst

%M

Ian Beaumont (senior statutory auditor)

For and on behalf of BDO LLP, statutory auditor

1 Bridgewater Place, Water Lane, Leeds, LS11 5SRU
United Kingdom

8 December 2009

BDO LLP 15 a limited hability partnership registered in England and Wales (with registered number
0C305127)




Consolidated Income Statement
Sfor the year ended 30 September 2009

Note 2009 2008
£000 £000
Revenue 4 25,685 21,974
Cost of sales (20,114) (16,819}
Gross profit 5,571 5,155
Distribution costs (2,000) (1,615)
Admimstrative expenses {3,365) (3,015)
Profit from operations 5 206 525
Finance expense 8 (270) (219}
Finance income 8 40 216
(Loss)/profit before tax (24) 522
Tax expense 9 (1200 (73)
{L.oss)/profit for the year, attnibutable
to the equity holders of the Parent Company 23 (144) 449

(Loss)/eamings per share for profit attributable

to the equity holders of the Company
Note 2009 2008

Basic and diluted (pence) 10 0.5)p 1 4p

Consolidated Statement of Recognised Income and Expense
Jor the yvear ended 30 September 2009

2009 2008

£000 £000
Translation differences on foreign operations 23 1,201 898
Unrealised gains taken to available-for-sale reserve 23 240 74
Net income recognised directly 1in equity 1,441 972
(Loss)/profit for the financial year 23 (144) 449
Tatal recogmised income and expense for the year 1,297 1,421

The results shown in the income statement derive whelly from continuing operations

The notes on pages 16 to 37 form part of these financial statements
13




Consohdated Balance Sheet

at 30 Septemnber 2009
Company number 00067863 Note 2009 2008
£000 £000
Assets
Non-current assets
Property, plant and equipment 12 2,350 2,053
Goodwll 13 1,014 883
Avallable-for-sale investments 14 1,295 1,100
Total non-current assets 4,659 4,036
Current assets
Inventories 16 6,660 6,573
Trade and other receivables 17 6,973 6,662
Corporation tax recoverable 52 125
Denvative financial assets 18 - 28
Cash available on demand 19 2,574 2,486
Total current assets 16,259 15,874
Total assets 20,918 19,910
Liabihties
Non-current lrabihitres
Loans and borrowings 21 (2,273) (1,977)
Total non-current habilities {2,273) (1,977
Current habifinies
Trade and other payables 20 (1,350) (1,676)
Loans and borrowings 21 (3,823) (4,244)
Corporation tax hiability (54) -
Denvative financial hiabilities 18 (186) -
Total current liabihities (5,413) (5,920)
Total habilities {7,686) (7,897)
TOTAL NET ASSETS 13,232 12,013
Capital and reserves attributable to
equity holders of the Company
Share capital 22 3,897 3,972
Capital redemption reserve 23 495 420
Treasury share reserve 23 (605) (667}
Avalable-for-sale reserve 23 314 74
Foreign exchange reserve 23 2,266 1,065
Retained earmngs 23 6,865 7,149
TOTAL EQUITY 13,232 12,013

The financial statements on pages 13 to 37 were approved and authorised for 1ssue by the board of
directors on 8 December 2009 and-wyere signed gn behalf of the board by -

Ewen Wigle

Chairman '/\/\.)'(/\

The notes on pages 16 t

tm part of these find latements
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Consolidated Cash Flow Statement
Jor the year ended 30 September 2009

Note 2009 2008
£000 £000

Cash flows from operating activities
(Loss)/profit for the period (144) 449
Adjustments for:
Depreciation 198 161
(Reversal of impairment)1mpairment of available-for-
sale investments {231) 231
Loss on sale of available-for-sale investment 269 -
Foreign exchange differences 18 214 (54)
Translation gain on cash and cash equivalents 18 67
Finance expense 270 219
Finance income 40 216)
Loss/(gain) on sale of property, plant and equipment 7 2)
Income tax expense 120 73
Cash flows from operating activities before
changes 1n working capital and provistons 681 928
Decrease/(1increase) 1n inventories 859 (684)
Decrease/(increase) in trade and other receivables 649 (1,701)
(Decrease)/increase in trade and other payables (624) 124
Cash generated from operating activities 1,565 (1,333)
Income taxes recovered/(paid}) 20 (222)
Net cash flows from operating activities 1,585 (1,355)
Investing activities
Purchase of property, plant and equipment (200) (1,812)
Sale of property, plant and equipment 3 3
Purchase of available-for-sale investments (200) (1,257)
Drvidend from available-for-sale investment - 21
Sale of available-for-sale investments 207 -
Bank interest received 40 195
Net cash used n investing activities (150) (2,848)
Financing activities
Purchase of treasury shares (78) (300)
Proceeds from bank borrowings - 4,201
Repayment of bank borrowings (884) (1,606)
Bank nterest pard 270 (219)
Net cash used in financing activities (1,232) 2,076
Net increase/(decrease) in cash and cash equivalents 19 203 (2,327)
Cash and cash equivalents at beginning of the penod 19 2,367 4,694
Cash and cash equivalents at end of the period 19 2,570 2,367

The notes on pages 16 to 37 form part of these financial statements
15




Notes

Jormung

1

part of the financial statenents for the year ended 30 September 2009

Accounting policies

Basis of preparation

The principal accounting policies adopted in the preparation of the financial statements are set out below
The policies have been consistently applied to all the years presented, unless otherwise stated

These financial statements have been prepared i accordance with International Financial Reporting
Standards, International Accounting Standards and Interpretations (collectively IFRS) 1ssued by the
International Accounting Standards Board (IASB) as adopted by European Union ("adopted 1FRS"), and
with the Companies Act 2006 apphcable to companies reperting under IFRS

Changes in accounung policies

Standards, amendments and interpretations to published standards not yet effective

Certain new standards, amendments and interpretations to existing standards have been published that are
mandatory for the Group's accounting periods beginning on or after 1 Qctober 2009 or later and which the
Group has decided not to adopt early Those that are potentially relevant to the Group are

- IAS 1, Presentation of Financial Statements (revised) (effective for accounting peniods beginnming on or
after 1 January 2009) This amendment affects the presentation of owner changes n equity and of
comprehensive income  The Group will be required to present, 1n a statement of changes in equity, all
owner changes n equity  All non-owner changes in equity (1 e comprehensive income) are required to be
presented 1n one statement of comprehensive income or 1n two statements (a separate income statement and
a statement of comprehensive income)} The standard does not change the recognition, measurement or
disclosure of specific transactions and other events required by other IFRS

- IFRS 8, Operanng Segments (effective for accounting pertods beginning on or after 1 January 2009) This
standard sets out requirements for the disclosure of information about the Group’s operating segments and
also about the Group’s products and services, the geographical areas in which 1t operates, and 1ts major
customers It replaces IAS 14, Segmental Reporting The Group expects to apply this standard n the
accounting period beginmng on | October 2009  As this 15 a disclosure standard 1t will not have any
impact on the results or net assets of the Group

- 14§ 23, Borrowing Costs (revised) (effective for accounting periods beginming on or after | January
2009) The revised IAS 23 1s still to be endorsed by the EU  The main change from the previous version is
the removal of the option of immediately recognising as an expense borrowing costs that relate to
qualifying assets, broadly being assets that take a substantial peniod of time to get ready for use or sale The
Group 1s currently assessing its 1mpact on the financial statements

- Improvements to IFRS (May 2008} (effective for accounting periods beginming on or afler 1 January
2009) This amendment takes various forms, including the clanfication of the requirements of IFRS and the
elimimnation of inconsistencies between Standards The Group 1s currently assessing its impact on the
financial statements

- Improvements to IFRS (dpril 2000) (effecive mamnly for accounting periods beginming on or after |
January 2010} This amendment takes various forms, inciuding the clarification of the requirements of IFRS
and the elimination of inconsistencies between Standards The Group 1s currently assessing its impact on
the financial statements

- IFRS 9, Financial Instruments Recognition and Measurement (Not endorsed for use 1in EU and will be
effective for accounting periods beginning on or after 1 January 2013} IFRS 9 affects the recognition and
measurement of financial assets One key change to the group 15 that IFRS 9 includes only two categones of
financial asset (a fair value category and an amortised cost category) The category of available for sale
will be removed The Group 1s currently assessing the impact on the financial statements

IFRS, IAS and IFRIC interpretations not relevant to the group

The following new and amended IFRS, 1AS and IFRIC interpretations are mandatory for accounting
pentods beginming on or after 1 January 2009 and are not expected at this stage to be relevant to the Group
or result in any sigmficant future accounting policy changes

IFRS 2 - Share-based Payment Vesting Conditions and Cancellations (revised)
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Accounting policies (continued)

IFRS, IAS and IFRIC interpretations not relevant to the group (continued)
IFRS 7 - Improving Disclosures about Financial Instruments

IAS 32 Financial Instruments Presentation — Puttable financial instruments
IFRIC 15 - Agreements for the Construction of Real Estate

The following new and amended IFRS, IAS and IFRIC interpretattons are mandatory for future accounting
periods and are not expected at this stage to be relevant to the Group or result 1n any sigmficant future
accounting policy changes

IAS 32 — Rughts Issues (Amendment) (effective for pertods commencing on or after 1 February 2010)

IFRS 2 - Share-based Payment Group Cash-seitled share based payment arrangements (revised) (effective
for periods commencing on or after 1 March 2010)

IFRS 3 - Business Combinations (revised 2008) (effective for business combinations 1n periods beginning
on or after 1 7 09)

[AS 27 - Consohdated and Separate Financial Statements (revised 2008) (effective as above)

IFRIC 12 - Service Concession Arrangements (effective for periods on or afier 29 3 09 1n EU}

IFRIC 16 — Amendment to Hedges of a Net Investment in a Foreign Operation (effective for periods
commencing on or afier 1 7 09)

IFRIC 17 - Distributions of Non-cash Assets to Owners {effective for periods commencing on or after
17 09)

IFRIC 18 — Transfer of assets from customers (applying to transfers on or after | 7 09)

IAS 24 (2009) - Related Party Disclosures (effective for periods commencing on or after 1 1 12)

Revenue

Revenue 15 shown 1n the income statement net of VAT and returns, and 1s receivable by the Group n the
ordinary course of 1ts business for the sale of fabnc and the provision of purchasing services to external
customers Revenue on sale of goods 15 recognised in the income statement when the significant risks and
rewards of ownership have been transferred, which 1s typically upon delivery of goods to the customer
Revenue on the provision of services 1s recognised on performance of the related service

Basis of consolidation

Where the Company has the power, either directly or indirectly, to govern the financial and operating
policies of another entity or business so as to obtain benefits from its activities, 1t 1s classified as a
subsidiary The consclidated financial statements present the results of the Company and its subsidiaries
("the Group") as 1f they formed a single entity Inter-company transactions and balances between Group
companies are therefore eliminated in full

Busness combinations

The consolidated financial statements incorporate the results of business combinations using the purchase
method In the consohidated balance sheet, the acquired entity’s identifiable assets, habilities and
contingent habilities are tmnally recogmsed at thewr farr values at the acquisition date The results of
acquired operations are mncluded 1n the consolidated income statement from the date on which control 15
obtained

Goodwill

Goodwill represents the excess of the cost of a business combination over the nterest 1n the fair value of
identifiable assets, liatnlities and contingent liabilities acquired Cost compnses the fair values of assets
given, habihiies assumed and equity instruments 1ssued, plus any direct costs of acquisition

Goodwill 15 capitalised as an mtangible asset with any impairment 1n carrying value being charged to the
consclidated income statement Where the fair value of identifiable assets, liabilities and contingent
habilities exceed the fair value of consideration paid, the excess 1s credited in full to the consolidated
mcomie statement on the acquisition date

Segment reporting
The group's primary segmental reporting comprises a single business segment A business segment 15 a

distingwishable component of an enterprise that 1s engaged in providing an individual product or service or
a group of related products or services and that 15 subject to nisks and returns that are different from those of
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Accounting pohcies (continued)

Segment reporting (continued
other business segments There 15 considered to be cne business segment for reporting purposes The
remaiwnder of activities comprise the group's holding companies

The group's secondary segmental reporting 1s by geographical segment The majonty of the group's assets
are located in Europe Analysis of revenue 15 provided by destination, representing the location of the
customer

Impairment of non-financial assets {excluding inventories, investment properties and deferred tax
assets)

Impairment tests on goodwill and other ntangible assets with indefimte useful economic lives are
undertaken annually at the financial year-end Other non-financial assets are subject to impairment tests
whenever events or changes in circumstances indicate that their carrying amount may not be recoverable
Where the carrying value of an asset exceeds 1ts recoverable amount (1 e the higher of vatue in use and fair
value less costs to sell), the asset 1s written down accordingly

Where 1t 15 not possible to estimate the recoverable amount of an individual asset, the impairment test 1s
carried out on the asset's cash-generating unit (1 e the lowest Group of assets in which the asset belongs for
which there are separately identifiable cash flows) Goodwill 1s allocated on initial recognition to each of
the Group's cash-generating umts that are expected to benefit from the synergies of the combination giving
rise to the goodwill

Impairment charges are included 1n the admuimstrative expenses hine item in the consolidated income
statement, except to the extent they reverse gains previously recognised in the consolidated statement of
recognised income and expense An impawment foss recogmsed for goodwill 1s not reversed

Foreign currency
The consohdated financial statements are presented in Sterling, which 1s the functional currency of the

Parent Company and the presentational currency of the Group

Transactions entered into by Group entities 1n a currency other than the currency of the primary economic
environment in which they operate (their "functional currency™) are recorded at the rates ruling when the
transactions occur Foreign currency monetary assets and habilities are translated at the rates ruling at the
balance sheet date Exchange differences ansing on the retranslation of unsettled monetary assets and
liabilities are recognised immediately 1n the consolidated mcome statement

On consolidation, the results of overseas operations are translated into Sterling at rates approximating to
those ruling when the transactions took place All assets and liabiliies of overseas operations, including
goodwill artsing on the acquisition of those operations, are translated at the rate ruling at the balance sheet
date Exchange differences ansing on translating the opening net assets at opemng rate and the results of
overseas operations at actual rate are recogmsed directly 1n equity (the "foreign exchange reserve")

Exchange differences recognised 1n the income statement of Group entities' separate financial statements on
the translation of long-term monetary items forming part of the Group's net investment in the overseas
operation concerned are reclassified to the foreign exchange reserve on conschidation

On disposal of a foreign operation, the cumulative exchange differences recognised in the foreign exchange
reserve relating to that operation up to the date of disposal are transferred to the consolidated income
statement as part of the profit or less on disposal

Financial assets

The Group classifies its financial assets into one of the three categones discussed below, depending on the
purpose for which the asset was acquired The Group has not classified any of its financial assets as held to
matunty

Other than financial assets 1n a quahifying hedging relationship, the Group's accountung policy for each
category 1s as follows
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Accounting pohicies {(continued)

Fmancial assets {continued)
()  Fair value through profit or loss: This category comprises only in-the-money denvatives (see
financial liabilities section for out-of-the-money denvatives) They are carned in the balance sheet
at fair value with changes n fair value recognised in the consolidated income statement in the cost
of sales line Other than these derivative financial instruments, the Group does not have any assets
held for trading nor does it voluntanly classify any financial assets as bewng at fair value through
profit or loss

(1) Loans and recewvables The Group’s loans and receivables comprise trade and other
recervables and cash and cash equivalents n the balance sheet These assets are non-derivative
financial assets with fixed or determinable payments that are not quoted 1n an active market They
anse prnncipally through the provision of goods and services to customers (e g trade receivables),
but also incorporate other types of contractual menetary asset They are imtally recognised at fair
value, and subsequently carried at amortised cost using the effective interest rate less provision for
impairment

Impairment provisions are recognised when there 1s objective evidence (such as significant financial
difficulties on the part of the counter-party or default or significant delay in payment) that the Group
will be unable to collect all of the amounts due under the terms receivable, the amount of such a
provision being the difference between the net carrying amount and the present value of the future
expected cash flows associated with the impaired receivable For trade recervables, which are
reported net, such provisions are recorded in a separate allowance account with the loss being
recogmised within admimistrative expenses in the tncome statement On confirmation that the trade
recetvable will not be collectable, the gross carrying value of the asset 15 wrtlen off against the
associated provision

From time to time, the Group elects to renegotiate the terms of trade receivables due from customers
with which 1t has previously had a good trading history Such renegotiations will lead to changes in
the ttming of payments rather than changes to the amounts owed and, 1n consequence, the new
expected cash flows are discounted at the ongenal effective interest rate

Cash and cash equivalents includes cash in hand, deposits held at call with banks, and bank
overdrafts Bank overdrafts are shown within toans and borrowings in current habiliies on the
balance sheet

() Avardable-for-sale: Non-denvative financial assets not included i the above categories are
classified as available-for-sale and comprnse principally the Group's strategic investments in entities
not qualifying as subsidianes, associates or jointly controlled entittes  They are camied at fair value
with changes 1n fair value recogmsed directly in a separate component of equity (available-for-sale
reserve) Where there 15 a sigmficant or prolonged decline in the fair value of an available-for-sale
financial asset (which constitutes objective evidence of impairment), the full amount of the
impatrment, mcluding any amount previously charged to equity, 15 recogmised n the income
statement On sale, the amount held in the available-for-sale reserve associated with that asset 1s
removed from equity and recognised in the income statement

The Group does not engage in hedge accounting

Financial iabilities
The Group classifies 1ts financial habilities into one of the two categones below, depending on the purpose
for which the Liability was incurred The Group's accounting policy for each category 1s as follows

(1) Fair value through profit or loss: This category comprnises only out-of-the-money denvatives
(see financial assets for in-the-money denivatives) They are carried in the balance sheet at fair
value with changes in fair value recogmsed n the consohdated income statement 1n the cost of sales
ling  Other than these denivative financial instruments, the Group does not have any hiabilities held
for trading nor has 1t designated any financial habilities as being at fair value through profit or loss
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Accounting polictes {continued)

Financeal habihinies (continued)

(1) Other financial liabities: Other financial habihities include the following items, which are
imtially recognised at farr value and subsequently carned at amortised cost using the effective
interest method

® Bank borrowings
¢ Trade payables

Share capital
The Group’s ordinary shares are classified as equity instruments

Retirement benefits

The Group operates no defined benefit pension schemes The Group operates a defined contribution
pension scheme for its UK employees, and contributions are charged to the consohidated income statement
in the year to which they relate The Group does not operate penston schemes 1n either Germany or Holland
where pension arrangements are provided by the state

Leased assets

Where substantially all of the nsks and rewards incidental to ownership are not transferred to the Group (an
"operating lease™), the total rentals payable under the lease are charged to the consohdated income
statement on a straight-line basis over the lease term  The aggregate benefit of lease incentives is
recognised as a reduction of the rental expense over the lease term on a straight-line basis

Taxation
The charge for taxation 1s based on the results for the year, and takes into account deferred taxation

Deferred taxation
Deferred tax assets and habilities are recogmised where the carrying amount of an asset or lability 1n the
balance sheet differs from 1ts tax base, except for differences arising on

*  The imtial recogmtion of goodwill,

® the imtial recogmtion of an asset or hability 1n a transaction which 1s not a business combination
and at the ime of the transaction affects neither accounting or taxable profit, and

* nvestments 1n subsidianies where the Group 1s able to control the timing of the reversal of the
difference and 1f 15 probable that the difference will not reverse in the foreseeable future

Recognition of deferred tax assets 1s restncted to those istances where it 1s probable that taxable profit will
be available against which the difference can be utilised The amount of the asset or hability 1s determined
using tax rates that have been enacted or substantively enacted by the balance sheet date and are expected to
apply when the deferred tax Liabilities/(assets) are settled/(recovered)

Defermred tax agsets and hiabilities are offset when the Group has a legally enforceable nght to offset current
tax assets and hiabilities and the deferred tax assets and liabilities relate to taxes levied by the same tax
authority on either

the same taxable Group company, or

® different Group entities which intend either to settle current tax assets and liabilities on a net basis,
or to realise the assets and settle the habilities simultaneously, m each future period in which
significant amounts of deferred tax assets or habilities are expected to be settled or recovered

Dwvidends

Interim dividends are recogmsed when paid and final dividends are recogmsed when approved by the
shareholders at the AGM
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1 Accounting polictes (continued)

Property, plant and equipment

Other than freehold land, all items of property, plant and equipment are carried at depreciated cost
Frechold land 1s not depreciated Depreciation 15 provided on all other items of property, plant and
equipment 1s to write off the carrying value of items evenly over their expected useful economic lives as
follows

Freehold buildings 50 years
Leasehold improvements 8 years
Plant and machinery 5 - 15 years
Motor vehicles 6 years

Treasury shares
Consideration pard/{received) for the purchase/(sale) of treasury shares 1s recognised directly 1n equity The

cost of treasury shares held 1s presented as a separate component of equity {the "treasury share reserve")
Any excess of the consideration received on the sale of treasury shares over the weighted average cost of
the shares sold 1s credited to the share premium account

Inventories

Inventonies are imhally recogmised at cost, and subsequently at the lower of cost and net reahisable value
Cost comprises all costs of purchase, costs of conversion and other costs wncurred n bringing the
mnventories to their present location and condition Weighted average cost 1s used to determne the cost of
ordinartly interchangeable items

Government grants
Government grants received on capital expenditure are generally deducted in arnving at the carrying

amount of the asset purchased Grants for revenue expenditure are netted agamst the cost incurred by the
Group Where retention of a government grant 1s dependent on the Group sausfying certain critena, 1t 15
imtially recogmsed as deferred income  When the critenia for retention have been satisfied, the deferred
income balance 1s released to the consolidated income statement or netted against the asset purchased

Provistons

Provisions are recogmsed for liabilities of uncertain timing or amount that have arisen as a result of past
transactions and are discounted at a pre-tax rate reflecting current market assessments of the tme value of
meney and the nsks specific to the habihty

Where the buyer has the night to return the goods the Group estimates the return rate based on past
expenience with similar sales and recogmses revenue on this transaction with a corresponding provision
agawnst revenue for estimated returns

2 Cntical accounting estimates and judgements

The Group makes certain estimates and assumptions regarding the future Estimates and judgements are
continually evaluated based on historical experience and other factors, including expectations of future
events that are beheved to be reasonable under the circumstances In the future, actual experience may
differ from these estimates and assumptions The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and habilities within the next financiai year
are discussed below

() Impairment of goodwill

The Group 1s requuired to test, on an annual basis, whether goodwill has suffered any mpairment The
recoverable amount 1s determined based on value 1n use calculations The use of this method requires the
estimatton of future cash flows and the choice of a discount rate in order to calculate the present value of
the cash flows Actual outcomes may vary

() Useful ives of property, plant and equipment

Property, plant and equipment are depreciated over their useful hves Useful lives are based on the
management's estimates of the penod that the assets will generate revenue, which are pertodically reviewed
for continued appropriateness Changes to esumates can result in significant vanations in the carrying
value and amounts charged to the consolidated 1ncome statement 1n specific penods
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3

Critica] accounting estimates and judgements (continued)

(uii) Impairment of trade receivables

The management team of Hemmers-ltex manages the credit risk in its customer base by taking credit
references before dealing with new customers, by closely monitoring customer payments against agreed
terms, and by taking credit nsk insurance wherever possible Customers that are graded as “high nsk” are
placed on a restricted customer hst, and future sales are made on a prepayment basis with approval of the
Hemmers-Itex managing director The main board directors review the Hemmers-Itex debtor profile on a
quarterly basis

(v) Inventory

The Company reviews the net realisable value of, and demand for, i1ts inventory on a regular basis to
provide assurance that recorded inventory 1s stated at the lower of cost or net realisable value Factors that
could impact estimated demand and selling prices include competitor actions, suppher prices and economic
trends If actual inventory losses differ by 1% from the provision established by management, the Group's
consolidated net income in the year ended 30 September 2009 would have improved or declined by an
estimated £4,250 depending upon whether the actual inventory losses were lower or higher than the
provision

{v) Classificanion of available-for —sale investments

During the year ended 30 September 2008 the Group acquired a stake of 28 §% n the ordinary share capital
of Dawson International PLC and details of this mnvestment are set out 1n note 14 This holding has not been
accounted for as an associate undertaking on an equity basis as the Group does not have day-to-day
involvement, nor the power to participate 1n the operating and financial policies of Dawsen International
PLC On this basss, the directors consider that 1t 1s appropriate to classify the investment on an available-
for-sale basis, the accounting treatment for which 1s set out 1n note |

Financial mnstruments - Risk Management

The Group 1s exposed through 1ts operations to the following financial risks

¢ Credit nisk

. Market nisk 1n the form of -
o Fair value or cash flow interest rate risk
o Foreign exchange nisk
o  Other market price nsk

. Liquidity risk

In common with alt other businesses, the Group 15 exposed to nsks that anse from us use of finaneial
nstruments  This note describes the Group’s objectives, policies and processes for managing those risks
and the methods used to measure them

There have been no substantive changes in the Group’s exposure to financial mstrument nsks, its
objectives, polictes and processes for managing those nsks or the methods used to measure them from
previous periods

Principal financial instraments

The principal financial mstruments used by the Group, from which financial instrument risk arises, are as
follows

Trade receivables

Cash at bank

Bank overdrafis

Investments in quoted and unquoted secunties (UK or overseas)
Trade and other payables

Floating rate bank loans

Fixed rate bank loans

Forward currency contracts
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Finaneial instruments - Risk Management (continued)

General obrectives, policies and processes

The directors have overall responsibility for the determination of the Group’s risk management objectives
and polices and, whilst retaining ultimate responsility for them, they have delegated the authonty for
designing and operating processes that ensure the effective implementation of the objectives and policies to
the Hemmers-Itex management team and, to the limited extent that nisk arises in the UK, to the company
secretary The Board receives monthly reports through which it reviews the effectiveness of the processes
put in place and the appropnateness of the objectives and policies 1t sets

The overall objective of the Board 15 to set polices that seek to reduce nsk as far as possible without unduly
affecting the Group’s competitiveness and flexibility Further details regarding these policies are set out
below

Credit risk

Credit risk 1s the nsk of financial toss to the Group 1f a customer or counterparty to a financial instrument
fails to meet 1ts contractual obhigations The Group 1s mainly exposed to credit nisk from credit sales It 1s
Group policy, implemented locally, to assess the credit nsk of new customers before entering contracts
Such credit ratings are taken into account by local business practices

A credit policy has been established under which each new customer 15 analysed individually for
creditworthiness before the Group’s standard payment and delivery terms and conditions are offered The
Group’s review includes external ratings, when available, and 1n some cases bank references Purchase
lumts are established for each customer, which represents the maximum open amount without requring
approval from senior management These lumits are reviewed quarterly Customers that fail to meet the
Group's benchmark creditworthiness may transact with the Group on a prepayment basis

Credit nisk also arises from cash and cash equivalents and depesits with banks and financeal institutiens For
banks and financtal institutions, only independently rated parties with minimum rating “A” are accepted

The Group does not enter into derivatives to manage credit nisk, but does take credit nisk insurance
wherever 1t 1s available

The directors monitor the utilisation of the credit imits regularly and at the reporting date do not expect
losses from non-performance by the counterparties to exceed amounts that have been provided Detatls of
the provisions held against trade recervables are given in note 17

Market risk

Market risk anises from the Group’s use of interest beanng, tradable and foreign currency financial
instruments It 1s the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in interest rates (interest rate nsk), foreign exchange rates (currency nisk) or other
market factors (other price risk)

(1) Fair value and cash flow interest rate risk

The Group manages its cash flow interest rate risk by borrowing at fixed interest rates wherever possible
Working capital 15 financed by short or medium term bank debt at fixed rates, teaving a small residual
overdrafi at vaniable rates

The borrowings of overseas subsidianes are denominated in Euros, therr functional currency, in order to
avold those subsidiaries being exposed to unnecessary foreign exchange nsk By reducing the Group's net
assets denominated m Euros, this also serves as a partizl hedge agawnst differences anising on the re-
translation of the opening balance sheet of these subsidiaries Bank borrowings or cash deposits of the
Parent Company are denominated in Sterhng

(1) Foreign exchange risk

Foreign exchange risk anses because the Group has European operations located 1n Germany and Holland
whose functional currency 15 the Euro The Group’s net assets arising from such overseas operations are
exposed to currency nisk resulting in gains or losses on retranslation 1nto Sterhng  The Group does not
hedge its net imvestments 1n overseas operations as the directors do not consider that the reduction 1n
foreign currency exposure warrants the cash flow nisk created from such hedging
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3 Financial instruments - Risk Management (continued)

Foreign exchange risk (continued)

Foreign exchange risk also anses when individual Group entities enter wnto transactions denominated in a
currency other than their funcuional currency It 15 Group policy that such transactions should be
commercially hedged locally by entering into forward contracts with reputable banks wherever appropriate

At the balance sheet date, a 10% strengthening of Sterling against the Euro, all other vanables held
constant, would have resulted in an estimated decrease of £832,000 (n the reported net asset value of the
Group A 10% weakening of Sterhng against the Euro at the balance sheet date, on the same basis, would
have resulted 1n an estimated 1ncrease of £1,017,000 in the reported net asset value of the Group

Lrgquedity risk
Liquidity nsk anses from the Group’s management of working capital and the finance charges and principal

repayments on its debt instruments It 15 the risk that the Group will encounter difficulty 1in meeting 1ts
financial obligations as they fall due

The board momtors and manages the Group’s net indebtedness by reference to cash flow forecasts prepared
in their functional currencies by subsidiary companies These forecasts are regularly updated, allowing the
board to ensure that the Group will always be able to meet its habilities when they become due by
maintaimng adequate cash balances and commutted loan facilities The Group also seeks to reduce hqudity
nisk by fixing interest rates (and hence cash flows) on a portion of its long-term borrowings This is further
discussed n the ‘interest rate risk’ section above

Caprtal policy
The Group’s capital comprises equity as shown in the consolidated balance sheet plus net indebtedness The

board’s objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern 1n order to provide returns for shareholders and benefits for other stakeholders, and to mamtain a
capital structure that that optimuses the cost of capital In order to mamntain or adjust the caputal structure the
Group may adjust the amount of dividends paid to shareholders, return capital to shareholders, 1ssue new
shares, sell assets or reduce debts

4 Revenue

2009 2008
Revenue anses from - £000 £000
Sale of goods 25,601 21,904
Provision of services 84 70
Total revenue 25,685 21,974

2009 2008
Analysis of revenue by geographical destination £000 £000
United Kingdom 786 732
Other EU 22,903 19,947
Non EU 1,996 1,295
Total revenue 25,685 21,974

5 Profit from operations

2009 2008
Profit from operations 1s stated after charging/(crediting), £000 £000
Audrtors’ fees
Statutory audit services
- Audit of the Parent Company and the consolidated accounts 16 20
- Audit of subsidiary compamies 22 23
Non-audit related services
- Tax comphance and VAT services 3 15
- Advice on the liquidation of dormant subsidianes - 12
Total anditor’s fees 41 70
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5 Profit from operations (continued)
2009 2008

Profit from operations is stated after charging/(crediting): £000 £000
Staff costs 3372 2,782
Pepreciation of property, plant and equipment 198 161
(Reversal of impairment)impairment of available-for-sale
mvesiments (231) 231
Loss on sale of available-for-sale investmenis 269 -
Foreign exchange differences (see note 18) 214 (54)
Operating lease expense

- Plant and machinery 123 76

- Property 278 267
{Wnite-back)/write-down of inventory to net realisable value 49 51y
Profit on disposal of property, plant and equipment 7 (2}

6 Staff costs

The average number of persons employed 1n the year by the Group (including directors) was 124 (2008

14
2009 2008

Staff costs, including directors, comprise £000 £000
Wages, salaries and directors’ fees 2,836 2,373
Defined contribution pension cost 284 212
Employer’s national insurance contnbutions and srmular taxes 252 197
Total staff costs 3,372 2,782
Directors’ emoluments comprise exclusively directors’ fees, as 2009 2008
below £000 £000
Mr J Claesson 10 10
Mr P Gyllenhammar 10 10
Mr E Wigley 25 25
Total directors’ emoluments 45 45

Outstanding share options granted to employees or directors at 30 September 2009 were nil (2008 i)

Key management personnel are those persons having authornty and responsibility for planning, directing
and controlling the activities of the Group, and comprnise the directors of the Group listed on page 3 and the
directors of Hemmers-Itex Texti] Import Export GmbH listed on page 4

2009 2008
£000 £000
Salary and fees 323 299
Bonuses 14 26
Defined contribution pension cost 20 6
Total directors’ and key management personnel remnuneration 357 331
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7

Segmental information

Dunng the year, the Group's operations 1n Germany, Holland and China were engaged in the import and
distnibution of fabric The Group’s head office incurs unallocated central costs and 1s tocated 1n the UK

The net assets of Hemmers-ltex presented below are predommanily held in the European Union while the
net assets of Holding Cormpanies are held predominantly in the UK

The following tables set out a segmental analysis of the Group’s operations

Hemmers- Holding Group  Hemmers- Holding Group
Itex Companies Total Itex Companies Total
2009 2009 2009 2008 2008 2008
£000 £000 £000 £000 £000 £000
Revenue 25,685 - 25,685 21,974 - 21,974
Cost of sales (20,114) - (20,114)  (16,819) - (16,819)
Gross profit 5,571 - 5,571 5,155 - 5,155
Distributton expenses (2,000) - (2,000} (1,615) - (1,615)
Admuistrative expenses 3,137 (228) (3,365) (2,623) (392) (3,015)
Profit from operations 434 (228) 206 917 (392) 525
Finance expense 270) - (270) (219) - (219)
Finance income - 40 40 - 216 216
Internal interest (126) 126 - {112) 112 -
Profit/(loss) before tax 38 (62) (24) 586 (64) 522
Tax (expense)credit (123) 3 (120) ("N 4 (73)
~ (Loss)/profit for year (85) (59) (144) 509 (60) 449
Hemmers- Holding Group  Hemmers- Holding Group
Itex Companies Total Itex Companies Total
2009 2009 2009 2008 2008 2008
£000 £000 £000 £000 £000 £000
Property, plant & equip 2,350 - 2,350 2,053 - 2,053
Goodwill 1,014 - 1,014 883 - 883
Avatlable-for-sale
mvestments - 1,295 1,295 - 1,100 1,100
Current assets 14,058 2,165 16,223 13,476 2,398 15,874
Total assets 17,422 3,460 20,882 16412 3,498 19,910
Non-current liabilities {2,273) - (2,273) (1,977) - (1,977)
Current tiabihties (5,275) (102) (5,377) (5,804) (116) (5,920}
Total liabihities (7,548) {102) (7,650) (7,781) (116) (7,897)
Net assets 9,874 3,358 13,232 8,631 3,382 12,013
Internal (creditor)/debtor (2,058) 2,058 - (1,752) 1,752 -
Net assets 7,816 5,416 13,232 6,879 5,134 12,013
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7 Segmental information (continued)
Hemmers- Holding Group  Hemmers- Holding Group
Itex Companies Total ftex Companies Total
Other information 2009 2009 2009 2008 2008 2008
£000 £000 £000 £000 £000 £000
Caputal expenditure 200 - 200 1,812 - 1,812
Depreciation 198 - 198 160 ] 161
8 Finance income and expense
2009 2009 2008 2008
£000 £000 £000 £000
Finance income
Dividend from available-for-sale investment - 21
Interest received on bank deposits 40 193
40 216
Finance expense
Interest paid on bank overdrafts and loans 270) (219)
Net finance (expense)income recognised
in Income statement (230) (3)
9 Tax expense
2009 2008
£000 £000
Current tax expense
UK corporation tax and income tax of overseas operations on profits for the
year 72 77
Adjustments for under/{over} provision 1n prior periods 48 (4)
Total current tax expense 120 73
Deferred 1ax expense - -
Total tax expense 120 73

The reasons for the difference between the actual tax charge for the year and the standard rate of corporation
tax 1n the UK apphed to the (loss)/profit for the year are as follows

2009 2008

£000 £000
(Loss)/Profit on ordinary activities before taxation 24) 522
Expected tax (credit)/charge based on the standard rate of corporation tax in
the UK of 28% (2008 28%) )] 146
Expenses not deductible for tax purposes 98 17
Income not subject to tax 33) (60)
Unrelieved losses 43 50
Utiisation of previously unrecognised tax losses (53) (7H)
Recovery of tax paid 1n previous years 3) @)
Underprovided in previous years 51
Dnfferent tax rates applied in overseas junsdictions 24 (3)
Total tax expense (see above) 120 73

27




Notes
Sfornung part of the financial statements for the year ended 30 September 2009

9 Tax expense {continued)
The Group has capital losses carned forward of £12,105,000 1n the UK and unrelteved trading losses of
£262,000 (UK) and £1,511,000 (Holland) No recogmtion has been made of deferred tax assets in respect of
these losses carned forward as the directors believe 1t unlikely that there will be suntable profits to reverse

these tirming differences in the foreseeable future

10 Loss/earnings per share

2009 2008
Numerator
(Loss)/profit for the year from continuing operations, being the
(loss)/earnings used in bastc and diluted loss or earnings per share £(144,000) £449,000
Denominator
Weighted average number of shares used 1n basic and diluted loss or
earmings per share (excluding treasury shares) 29,514,410 31,050,281
Basic and diluted (loss)/earnings per share 0.5 p l4p

11 Dvidend

The directors have not proposed a dividend 1 respect of the years ended 30 September 2009 and 30

September 2008
12 Property, plant and equipment
Land and Plant and
buildings machinery Total
£000 £000 £000

Cost
Balance at 1 October 2007 105 997 1,102
Additions 1,594 218 1,812
Disposals - (356) (356)
Effect of movements 1n foreign exchange rates 69 129 198
Balance at 30 September 2008 1,768 988 2,756
Additrons 73 127 200
Disposals - (36) (36}
Effect of movements in foreign exchange rates 268 149 417
Balance at 30 September 2009 2,109 1,228 3,337

Land and Plant and

bwldings machinery Total

£000 £000 £000

Accumulated depreciation
Balance at 1 October 2007 82 712 794
Depreciation charge for the year 34 127 161
Disposals - {353) (353)
Effect of movements in foreign exchange rates 11 90 101
Balance at 30 September 2008 127 576 703
Depreciation charge for the year 76 122 198
Disposals - (26) (26)
Effect of movements in foreign exchange rates 23 29 112
Balance at 30 September 2009 226 761 987
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12

13

14

Property, plant and equipment (continued}

Net book amount

At 1 October 2007 23 285 308
At 30 September 2008 1,641 412 2,053
At 30 September 2009 1,883 467 2,350

Bank borrowings are secured on the inventones, trade receivables and frechold land and buildings of
Hemmers-ltex Textil Import Export GmbH (see note 21)

Goodwill
Goodwill

£000
Balance at 1 October 2007 779
Effect of movements in foreign exchange rates 104
Balance at 30 September 2008 883
Effect of movements in foreign exchange rates 131
Balance at 30 September 2009 1,614

Goodwill 15 allocated to the cash-generating umit Hemmers-Itex Textil Import Export GmbH, whose
recoverable amount 1s deterruned by calculating the present value of expected cash flows using an
appropriate discount rate The directors have calculated the recoverable amount of the cash-generating umt at
a variety of projected cash flow levels, using a vanety of discount rates, and are satisfied that at any realistic
values of these two vanables, the recoverable amount comfortably exceeds the carrying value of goodwill
and that therefore no provision for impairment 1s required

Available-for-sale investments

2009 2008

£000 £000
At 1 October 2008 1,100 -
Additronal investment 1n European Equity Tranche Income Limited 200 1,257
Impairment released/(charged) to income statement 231 (231
Proceeds of sale of holding 1n European Equity Tranche Income Limited (207}
Realised loss on disposal charged to income statement (269) -
Unrealised gain transferred to equity (note 23) 240 74
At 30 September 2009 1,295 1,100

Available-for-sale investments at 30 September 2009 comprised a holding of 64,750,000 ordinary shares in
Dawsen International PLC, an AIM listed company, representing approximately 28 8% of the total 1ssued
ordinary share capital of that company This holding 15 not accounted for as an assoctated undertaking on an
equity basis as the Group does not have the power to participate 1n the operating and financial policies of
Dawson International PLC The investment 15 stated at the closing bid price on 30 September 2009 and, in
the opinion of the directors, 1ts carrying value at 30 September 2009 approximates to its fair value

The most recently published financial reports of Dawson International PLC disclose

6 months ended Year ended
4 July 2009 3 January 2009
£000 £000
Aggregate amount of capital and reserves 11,025 20,240
{Loss)/profit after tax for the period (9,004) 476
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14 Available-for-sale investments (continued)

In February 2009 the Group ncreased 1ts investment in European Equity Tranche Income Limited at a cost of
£200,000, and i May 2009 the entire holding was sold, realising a loss on disposal of £269,000 of which
£231,000 had been provided in the year ended 30 September 2008 The nvestment was stated at 30
September 2008 at the closing share price for that day and, in the opimon of the directors, its carrying value
at 30 September 2008 approximated to uts fair value

15 Subsidiaries
The substdiartes of Leeds Group ple, all of which were owned as to 100% n both 2008 and 2009, and which
have been included in these consolidated statements, are as follows

Name Country of Nature of business

Incorporation

2009 2008

* CLG Holdmg BV Holland Holding company
*  Hemmers-Itex Textl Import Export GmbH  Germany Import, sale, and distribution of textiles
** KMT Stoffe GmbH Germany Import, sale, and distnibution of textiles
** Jtex Brummen B V Holland Sale of textiles
** Chinoh-Tex Lid China Textile trading

*  Wholly owned subsidiaries of Leeds Group plc
** Wholly owned subsidiaries of Hemmers-Itex Textil Import Export GmbH

16 Inventories

2009 2008
£000 £000
Finished goods and goods for resale 6,660 6,573

The amount of inventories recognised as an expense during the year was £17,586,000 (2008 £14,618,000)

17 Trade and other receivables

2009 2008
£000 £000
Trade receivables 7,279 6,694
Less provision for impairment of trade receivables (626) {468)
Net trade receivables 6,653 6,226
Other receivables 211 337
Prepayments 109 99
Total trade and other recervables 6,973 6,662
Non-current portion - -
Current portion 6,973 6,662
2009 2008
£000 £000
Net trade recervables 6,653 6,226
Other receivables 211 337
Cash and cash equivalents {note 19) 2,574 2,486
Total financial assets classified as loans and receivables 9,438 9,049

In the opinion of the directors, the book value of assets classified as loans and receivables approximates to
their fair value
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17

Trade and other receivables (contimued)

As at 30 September 2009 £5,683,000 of trade recetvables were not due for payment (2008 £3,647,000)
Trade receivable accounts are monitored by management and provisions for bad and doubtful debts are raised

where 1t 15 deemed appropriate

As at 30 September 2009 trade receivables of £870,000 were past due but not impaired (2008 £1,047,000)
They relate to customers that have not been able to pay to agreed terms in what are difficult trading
conditions but that the directors regard as good for their debts In many cases these debts are covered by trade

insurance The ageing analysis of these receivables 1s as follows

2009 2008

£000 £000
Up to 3 months overdue 663 869
Overdue by 3 to 6 months 156 137
Overdue by 6 to 12 months 25 41
Overdue by more than 12 months 26 -
Total trade recervables past due but not impaired 870 1,047

Concentrations of credit risk with respect to trade receivables are limited given that the Group’s customer
base 15 large and unrelated and, due to this, the directors behieve there 15 no further credit nisk provision

required 1n excess of the normal provision for bad and doubtful receivables set out above

As at 30 September 2009 trade receivables of £726,000 were past due and impawed (2008 £583,000} The
amount of the provision was £626,000 (2008 £468,000) These receivables relate to customers who have not
been able to pay to agreed terms in what are difficult trading conditions [n determining the amount of the
impairment, the directors have taken into account their knowledge of the customer base, the extent to which
receivables relate to goods delivered on terms that include retention of title, and the extent to which credit

insurance 15 in place The ageing of these receivables 1s as follows

2009 2008

£000 £000
Up to 3 months overdue 13 64
Overdue by 3 to 6 months 54 133
Overdue by 6 to 12 months 79 75
Overdue by more than 12 months 580 311
Total trade receivables past due and impaired 726 583

The carrying values of the Group’s trade and cther receivables are denominated 1n the following currencies

2009 2008

£000 £000
Euro 6,693 6,220
Sterhng 110 123
US Dollar 98 319
Chinese Yuan 72 -
Total trade and other receivables 6,973 6,662
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17

18

19

Trade and other receivables (continued)

Movements on the Group provision for impairment of trade receivables are as follows

2009 2008

£000 £000
At 1 October 468 327
Effect of movements 1n foreign exchange rates 73 43
Provided during the year 106 112
Receivables written off during the year (21) (14)
At 30 September 626 468

The movement on the provision for impatred receivables has been included 1n the administrative expenses
line in the income statement

Other classes of financial assets included within trade and other receivables do not contain impatred assets

The maximum exposure to credit nisk at the reporting date 15 the fair value of each class of receivable set out
above

Derrvative financial nstruments

Cash flow forward exchange contracts at fair value through profit and loss

Foreign exchange nsk anses when individual Group operations enter into transactions denominated n a
currency other than their functional currency Where the nisk to the Group 1s considered to be significant, the
operation makes use of currency derivatives  order to provide an economic hedge over future transactions
and cash flows The Group does not, however, engage 1n hedge accounting

The notional principal amounts of outstanding forward exchange contracts at 30 September 2009 were
£3,663,000 (2008 £1,091,000)

At 30 September 2009, the fair value for the currency derivatives used as economic cash flow hedges was
determuned by market price as follows

Asset Liability
2009 2008 2009 2008
£000 £000 £000 £000
Forward foreign exchange contracts - 28 186 -

Changes 1n fair values are recorded 1n cost of sales in the income statement

An analysis of currency denvatives’ matunties 1s as follows

2009 2008

£000 £000
Up to 3 months 1,708 397
3 to 6 months 1,334 694
7 to 9 months 621 -
Notional principal amounts of forward exchange contracts 3,663 1,091
Cash available on demand

2009 2008

£000 £000
Cash available on demand 2,574 2,486
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19

20

21

Cash available on demand (continued)

Cash available on demand 1s held predominantly by the Parent Company and 1s placed on short-term deposit
earming 1nterest at fixed rates ruling on the day of deposit In the opimon of the directors, the carrying value

of cash avanlable on demand approximates to its fair value

Cash and cash equivalents
For the purposes of the cash flow statement cash and cash equivalents comprises

2009 2008

£000 £000
Cash available on demand 2,574 2,486
Overdrafts 4) (119)
Total cash and cash equivalents 2,570 2,367
Trade and other payables

2009 2008

£000 £000
Trade payables 594 840
Other tax and social security taxes i9 117
Accruals 417 492
Other payables 360 227
Total trade and other payables 1,350 1,676

Trade creditors and accruals are non-interest bearing and principally comprise amounts outstanding for trade
purchases and continuing overhead expense The average credit period taken 1s 14 days (2008 /4 days) The

directors consider that the carrying amount of trade payables approximates to therr fair value

Loans and borrowings

The book vaiue of loans and borrowings are as follows 2009 2008
£000 £000

Current

Overdrafts 4 119

Secured bank loans and bill discounting facilities 3,819 4,125
3,823 4,244

Non - current

Secured bank loans 2,273 1,977

Total loans and borrowings 6,096 6,221

Since all short-term toans have less than three months to matunity, and the fixed interest rate attaching to
long-term loans 1s in hine with market rates, 1t 1s the opinton of the diurectors that the fair value of loans and

borrowings approximates to their book values

The Group’s loans and borrowings are exclusively wathin the accounts of Hemmers-Itex Texul Import Export

GmbH (Hemmers) They are denominated in Euro, and their principal terms are as follows

Current loans and borrowings

Overdrafis are repayable on demand and attract a variable interest at rates in the range 6 — 8% at the balance
sheet date (2008 7 - 8%) Overdrafis 1n overseas operations are secured on the inventories and trade

recelvables of Hemmers-Itex Textil Import Export GmbH
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21

Loans and borrowings (continued)

Current loans and borrowings (continued)

Shert-term bank loans amount to €4,200,000 (2008 €5,216,000}) and compnise short term loans and till
discounting facilities from Dresdner Bank and Commerzbank attracting interest at the balance sheet date at
rates between 1 79% and 1 95% (2008 5 49% - 6%, Current bank loans are secured on the inventories and
trade receivables of Hemmers-ltex Textil Import Export GmbH

The short-tertn bank loans amounting to €4,200,000 are drawn down agamnst total Group facilities of
€7,500,000 Following the wsual annual review of facilities with the German banks, the directors have a
reasonable expectation that these facilities will remain available for the foreseeable future

Non-current loans and borrowings

Long-term loans amounting to €2,500,000 (2008 €2,500,000} have been drawn down from Commerzbank
and Krewssparkasse to finance the warehouse extension completed in 2008 Nen-current bank toans are
secured on the inventornies, trade receivables and freehold land and buildings of Hemmers-Itex Textul Impont
Export GmbH Payments to these banks will imtially compnse quarterly payments of interest only Half-
yearly repayments of principal and interest will commence on 31 March 2011 and the final repayment will be
made on 30 September 2027 Interest on these loans 1s fixed at 5 1% for the full term

The carrying values of assets that the Group has pledged as

collateral for liabihties or contingent liabihities are as follows 2009 2008
£000 £000
Inventories 6,660 6,573
Trade receivables 6,653 6,226
Freehold land and buildings 1,883 1,641
Taotal carrymg value of assets pledged as collateral 15,196 14,440

The matunity profile of anticipated cash flows, including interest, 1n

respect of loans and borrowings 1s as follows 2009 2008
£000 £000
Not later than one year 3,949 4,366
Later than one year and not later than five years 731 637
Later than five years 2,557 2413
7,237 7,416
Less interest 1ncluded in above cash flows (1,141) (1,195)
Total loans and borrowings 6,096 6,221
Reconciliation of movements in net debt 2009 2008
£000 £000
Increase/{decrease) in cash and cash equivalents in the year 203 (2,327)
Net decrease/(increase) i loans 884 (2,595)
Foreign currency transtation differences on loans (874) (473)
Movement 1n net debt 213 (5,395)
Net {debt)/cash at beginning of the year (3,735) 1,660
Net debt at end of the year (3,522) (3,735)
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21 Loans and borrowings (continued)
Classification of financial habilities 2009 2008
£000 £000
Trade and other payables 594 840
Accruals 417 492
Other payables 300 227
Loans and borrowings 6,096 6,221
Total of financial habihties at amorfised cost 7,407 7,780
22 Share capatal
Authorised 2009 2008
£000 £000
48,000,000 ordinary shares of 12p each
(2008 48,000,000 ordinary shares of 12p each) 5,760 5,760
Issued and fully paid 2009 2009 2008 2008
Number £000 Number £000
At beginning of the year 33,100,000 3,972 34,900,000 4,188
Cancellation of treasury shares (625,000} (75) (1,800,000) (216)
At end of year 32,475,000 3,897 33,100,000 3,972

At 30 September 2009, no options over ordinary shares of the Company were outstanding (2008 nil)

The Group has made purchases of its own ordinary shares of 12 pence each to be held 1n treasury as follows -

Number of Cost

shares £000

Shares purchased 1n year ending 30 September 2005 450,000 61
Shares purchased 1n year ending 30 September 2006 1,390,000 289
Shares purchased 1n year ending 30 September 2007 3,325,618 735
Shares purchased n year ending 30 September 2008 1,633,643 300
Shares purchased 1n year ending 30 September 2009 550,000 78
7,349,261 1,463
Shares cancelled in year ending 30 September 2007 (1,698,603} (319)
Shares cancelled 1in year ending 30 September 2008 (1,800,000) (399)
Shares cancelled 1n year ending 30 September 2009 {625,000) (140)
Shares held in treasury at 30 September 2009 3,225,658 605

The cost of cancelled shares has been calculated on a “first n, first out” basis, and 1s shown as a separate

component of equity (see note 23)
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24

25

26

27

Leases

The Group holds no assets under finance leases

The Group owns the freehold title to the new warehouse completed 1n 2008 at Nordhorn, Germany The
Group leases all other properties 1t occupies 1in UK, Germany and Holland, ail of which fall for renewal
within the next two years The Group also holds operating leases in respect of plant and machinery used in

Germany

The total future values of minimum lease payments in respect of all operating leases are due as follows

2009 2008

£000 £000
Not later than one year 280 267
Later than one year and not later than five years 124 454
Total future values of mmimum lease payments 404 721

Pension Scheme

Pension provision in Germany and Holland 1s by state schemes, to which the Group ts obliged to contribute
The Group operates a defined contribution pension scheme for 1ts employees in the UK The pension charge
for the year represents contributions paid by the Group to these schemes as follows

2009 2008

£000 £000
Overseas state schemes 279 206
UK defined contribution scheme 5 6
Total pension charge for the year 284 212

At 30 September 2009 there were employer's penston contributions outstanding of £mil (2008 £rul)
Commitments

At 30 September 2009, contracted capital commitments for the Group for which no provision has been made
1n these accounts were mil (2008 £240,000)

Related party transactions

Mr Jorg Hemmers 15 a director of Hemmers-Itex Texul Import Export GmbH, as was Mr Thersten Richter
until his resignation 1n May 2009 Duning the year ended 30 September 2009 this subsidiary company

(1) paid rental of €230,000 (2008 €230,000) in respect of a warehouse to a company 1n which Mr J
Hemmers has a financial interest,

() made sales of fabric amounting to €382,000 (2008 €311,000) to retail shops i which Mr J
Hemmers has a financal interest In this regard, €216,000 (2008 €167,000} forms part of the
Group’s trade recervables as shown 1n the consolidated balance sheet

() made sales of fabnc amounting to €522,000 (2008 €467,000) to retail shops 1o which Mr T Richter
has a financial interest In this regard, €257,000 (2008 €324,000) forms part of the Group’s trade

receivables as shown 1n the consolidated balance sheet

Mr Hemmers 18 considered to be part of the key management of the Group, as was Mr Richter until his
resignation 1w May 2009

The directors consider that the above transactions have been made on an arm’s tength basis
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Company balance sheet (prepared using UK GAAP)

As at 30 September Note 2009 2008
£000 £000
Fixed assets
Investments 4 5,490 5,535
Total fixed assets 5,490 5,535
Current assets
Debtors 5 1,204 1,058
Cash at bank and n hand 2,108 2,366
3,312 3,424
Creditors — amounts falling due within one year 6 (620) (549}
Net current assets 2,692 2,875
NET ASSETS 8,182 8,410

Caputal and reserves

Called up equity share capital 7 3,897 3,972
Capital redemption reserve 8 495 420
Profit & loss account 9 3,790 4,018
EQUITY SHAREHOLDERS’ FUNDS 10 8,182 8,410

The financial statements on pages 38 to 42 were approved and authonised for 1ssue by the board of
1gned on behalf of the board by -

directors on 8 December 2009 and wer
Ewen Wigley éﬁ \&
Chairman /‘/J—(P:/Q——

The notes on pages 39 to 43 form part of these financial statements
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Jormung part of the financial statements for the Company

1 Accounting policies

Basis of accounting

The separate financial statements of the Company are presented as required by the Compames Act 2006 They
have been prepared under the historical cost convention and in accordance with applicable UK Accounting
Standards

The prnincipal accounting policies are summarised below They have been applied consistently throughout the
year and the preceding year

Investments
Investments in subsidiary undertakings and investments in other entitics are stated at cost less any impairment
for permanent diminution 1n value

2 Profit after tax
As permutted by section 408 of the Companies Act 2006 the Company has elected not to present its own profit
and loss account for the year The loss afier tax recognised in the profit and loss account for the Company was
£150,000 (2008 profit £69,000}

The Company audit fee for 2009 amounted to £16,000 (2008 £20,000)

3 Staff costs
The average number of persons employed n the year by the Company (including directors) was 5 (2008 3)

2009 2008
Staff costs, including directors, comprise £000 £000
Wages and salaries 93 94
Defined contribution pension cost 6 6
Employer’s national insurance contnbutions and similar taxes 8 8
Total staff costs 107 108
Directors’ emoluments comprise exclusively directors’ fees, as 2009 2008
below £000 £000
Mr J Claesson 10 10
Mr P Gyllenhammar 10 10
Mr E Wigley 25 25
Total directors’ emoluments 45 45

Ouistanding share options granted to employees or directors at 30 September 2009 were nil (2008 nil)

4 Investments
2009 2008
£000 £000
Investments in subsidiary undertakings 4,509 4,509
Investments 1n other entities 981 1,026
Total investments 5,490 5,535
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4 Investments (continued)

2009 2008
Investments mn subsidiary undertakings £000 £000
Cost
At 1 October 6,316 6,316
Addtrons 1n year - -
At 30 September 6,316 6,316
Provision
At 1 October 1,807 2,016
Released to profit & loss account - (209)
At 30 September 1,807 1,807
Net book amount 4,509 4,509

Details of the principal subsidiary undertakings are given 1 the Group Information section on page 4 and n

note 15 to the consolidated financial staterments

2009 2008
Investments in other entities £000 £000
Cost
At 1 October 1,257 -
Additions in year 200 1,257
Disposals 1n year {476) -
At 30 September 981 1,257
Provision
At 1 October 231 -
(Released)/charged to profit & loss account (231) 231
At 30 September - 231
Net book amount 981 1,026

At 30 September 2009, the investments in other entities comprised holdings of ordinary shares of Dawson
internationai PLC Details of this investment, and of investments disposed of 1n the year, are set out in note

14 to the consohdated financial statements

5 Debtors
2009 2008
£000 £000
Other debtors 5 14
Prepayments and accrued income 20 19
Amounts recervable from subsidiary undertakings 1,179 1,025
Total debtors 1,204 1,058
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Creditors
2009 2008
£000 £000
Bank overdrafi - 20
Trade creditors 3 2
Accruals and deferred income 99 94
Amounts payable to subsidiary undertakings 518 433
Total creditors 620 549
Share capital
Authorised 2009 2008
£600 £000
48,000,000 ordinary shares of 12p each
(2008 48,000,000 ordmary shares of 12p each) 5,760 5,760
Issued and fully paid 2009 2009 2008 2008
Number £000 Number £000
At beginning of the year 33,100,000 3972 34,900,000 4,188
Cancellation of own shares held in treasury (625,000) sy (1,800,000) (216)
At end of year 32,475,000 3,897 33,100,000 3,972

A1 30 September 2009 no eptions over ordinary shares of the Company were outstanding (2008 nil)

The Company has made purchases of its own ordinary shares of 12 pence each to be held 1n treasury as

follows - Number of Cost
shares £000
Shares purchased mn year ending 30 September 2005 450,000 61
Shares purchased 1n year ending 30 September 2006 1,390,000 289
Shares purchased in year ending 30 September 2007 3,325,618 735
Shares purchased in year ending 30 September 2008 1,633,643 300
Shares purchased in year ending 30 September 2009 550,000 78
7,349,261 1,463
Shares cancelled 1n year ending 30 September 2007 (1,698,603) (319)
Shares cancelled 1a year ending 30 September 2008 (1,800,000) (399)
Shares cancelled 1n year ending 30 September 2009 (625,000) (140)
Shares held in treasury at 30 September 2009 3,225,658 605

The cost of cancelled shares has been calculated on a “first in, first out” basis

Capital redemption reserve

2009 2008
£000 £000
At 1 October 420 204
Ansing on canceilation of 625,000 ordinary shares of 12 pence each 75 -
Ansmng on cancellaon of 1,800,000 ordinary shares of 12 pence each - 216
At 30 September 495 420
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Retained earnings

2009 2008

£000 £000
At 1 October 4,018 4,249
(Loss)/profit for the year (150) 69
Purchase of own shares for treasury (78) (300)
At 30 September 3,790 4,018

Reconcihation of movements in shareholders’ funds

2009 2008

£000 £000
{Loss)/profit for the year (150) 69
Other net recognised gains and losses - purchase of own shares (78) {300)
Net reduction 1n shareholders’ funds (228) {231)
Opening shareholders” funds 8,410 8,641
Closing sharcholders’ funds 8,182 8,410

Commitments
The Company holds no assets under finance leases

The Company leases the property 1t occupies 1in Leeds at an inclusive rent of £27,000 per annum The lease
fails for renewal 1n July 2011

The annual lease commitments in respect of non-cancellable operating leases for land and bwldings, based on
date of expiry, are as follows

2009 2008
£000 £000
Later than two years and not later than five years 27 24

There were no contracted capital commitments for the Company 1n either year
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Five Year Summary of Results and Capital Employed

2009 2008 2007 2006 2005

IFRS IFRS IFRS UK GAAP UK GAAP

£000 £000 £000 £000 £000
Results
Revenue 25,685 21,974 17,523 16,575 17,188
Cost of sales (20,114) (16,819) (13,418) (12,570) (10,770)
Gross profit 5,571 5,155 4,105 4,005 6,418
Operating expenses (5,365) (4,630) (3,392} (3,254) (4,666)
Profit from operations 206 525 713 751 1,752
Net finance (expense)/income {230) 3 117 (8) (952)
Exceptional 1items - - - (838) 135
(Loss)/profit before tax 24) 522 830 95) 935
Tax expense (120) (73) (245) (352) (236)
(Loss)/profit after tax (144) 449 585 (447) 699
Assets employed
Non-current assets 4,659 4,036 1,087 1,002 14,387
Current assets 16,259 15,874 14,280 13,248 18,384
Total assets 20,918 19,910 15,367 14,250 32,771
Non-current habilities (2,273} (1,977} (1,569) - (7,451)
Current habilities (5,413) (5,920) (2,906) (3,375} (13,676)
Total liabihities (7,686) (7,897 (4,475) (3,375) (21,127
Net assets 13,232 12,013 10,892 10,875 11,644
Financed by
Equity 13,232 12,013 10,892 10,875 11,644
Key Statistics
Basic (loss)/earnings per share (0 5)p 14p 1 7p (1 3)p 19p
Net assets per share 45 2p 40 3p 34 7p 313p 322p

The figures for 2009, 2008 and 2007 are prepared under IFRS The figures for 2006 and 2005 are UK GAAP
figures presented 1n the same format as the 2009, 2008 and 2007 figures The figures for 2007 had previously

been reported under UK GAAP
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Notice of Annual General Meeting

The one hundred and mnth annual general meeting of the Company will be held at 12 noon on Wednesday 3
February 2010 at the offices of BDO LLP at | Bnidgewater Place, Water Lane, Leeds, LS11 5RU for the following
purposes

Ordinary business

1 To receive the report of the directors, the financial statements for the year ended 30 September 2009 and the
report of the auditors thereon

2 To re-clect Mr Johan Claesson as a director

3 To re-appoint BDO LLP as auditors of the Company from the conclusion of this meeting until the conclusion
of the next general meeting at which the financial statements are laid before the Company and to authorise
the directors to fix their remuneration

Special business

To consider, and 1f thought fit, pass the following resolutions, of which resolution 5 will be proposed as an ordinary
resclution and resolutions 4, 6 and 7 will be proposed as special resolutions

4 that 1n accordance with Article 52 of the Articles of Association of the Company and Part 18 of the
Compames Act 2006 (“the Act”) the Company be and 15 hereby granted general and unconditional authority
(pursuant to section 701 of the Act) to make market purchases (as defined 1n section 693(4) of the Act) of any
of 1ts own ordinary shares of 12 pence each on such terms and 1n such manner as the board of directors of the
Company may from tume to ttme determine provided that

41 the maximum number of ordinary shares authonsed to be purchased by this resolution 1s 2,550,000,
being 7 85 per cent of the current 1ssued ordinary share capital,

42 the maximum price that may be paid for an ordinary share 1s an amount equal to not more than the
higher of

421 105 per cent of the average middle market quotations for an ordinary share taken from the
AIM appendix to The London Stock Exchange Daily Official List for the five business days
immediately preceding the date of purchase, and

422  the hugher of the price of the last independent trade and the highest current independent bid
on the London Stock Exchange at the time the purchase s carried out, and

43 the mimmum price that may be paid for an ordinary share 1s five pence, and

44 the authority conferred by this resolution shall expire on the conclusion of the next annual general
meeting of the Company held after the passing of this resolution or the date which falls 15 months
from the date of passing of this resolution (whichever shall first occur) except that the Company
may, before such expiry, enter into a contract for the purchase of its own ordinary shares which may
be completed by or executed wholly or partly after the expiration of this authonty and may purchase
ordinary shares 1n pursuance of any such control as 1f the authonty conferred by this resolution 4 had
not expired

5 That the directors be and hereby are generalty and unconditionally authonsed for the purposes of section 551
of the Act to exercise all powers of the Company to allot shares 1n the Company and to grant nghis to
subscnbe for or to convert any security into shares in the Company (Rights) up to an aggregate normnal
amount of £1,169,000 The authonty conferred by this resolution shail expire on the conclusion of the next
annual general meeting of the Company held after the passing of this resolution or the date which falls 15
months from the date of passing of this resolution {whichever shall first occur), except that the Company
may, before such expiry, make an offer or agreement which would or might require shares to be allotted or
Rights to be granted after such expiry, and the direciors may allot shares and grant Raghts 1 pursuance of
such offer or agreement notwithstanding that the authority conferred by this resolution has expired This
authonty 1s 1n substitution for all previous authonties conferred upon the directors pursuant to section 80 of
the Companies Act 1985, but without prejudice to the allotment or grant of Rights already made or to be
made pursuant to such authornties
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Notice of Annual General Meeting (continued)

Special business (continued)

6

That, subject to the passing of resolution 5 above, the directors be and hereby are empowered pursuant to
sections 370 and 573 of the Act to allot equity securities (within the meaming of section 560 of the Act)
wholly for cash pursuant to the authonty conferred by the previous resolution as if sectron 561 of the Act did
not apply to any such allotment, provided that this power shall be imated to the allotment of equity securities

61 m connection with an offer of such secunities by way of nghts to holders of ordinary shares in
preportion (as nearly as may be practicable) to their respective holdings of such shares, but subject to
such exclusions or other arrangements as the directors may deem necessary or expedient in relation
to fractional entitlements, treasury shares, record dates or any legal, regulatory or practical problems
under the laws of any terntory, or the requirements of any recognised regulatory body or stock
exchange 1n any terntory or any other matter whatever, and

62 otherwise than pursuant to sub-paragraph 6 1 above up 10 an aggregate nominal amount of £194,000

The authority conferred by this resolution shall expire on the conclusion of the next annual general meeting
of the Company held afler the passing of this resolution or the date which falls 15 months from the date of
passing of this resolution (whichever shall first occur), except that the Company may, before such expiry
make an offer or agreement which would or might require equity securities to be allotied after such expiry
and the directors may aliot equity secunities in pursuance of any such offer or agreement notwithstanding that
the power conferred by this resolution has expired

That the articles of association produced to the meeting and 1nutialled by the chairman of the meeting for the

purpose of 1dentification, be adopted as the articles of association of the Company 1n substitution for, and to
the exclusion of, the existing articles of association

By Order of the Board Schofield House
p Gateway Dnive

m 4/ QL w ()O__\- Yeadon
Leeds

/ LS19 7XY

8 December 2009

Malcolm Wilson
Company Secretary

Notes

Pursuant to regulat:on 41 of the Uncertificated Secunties Regulations 2001 (as amended) and section 360B
of the Companmes Act 2006, only those sharecholders registered in the register of members of the Company at
500 pm on | February 2010 as holders of ordinary shares of 12p each in the capital of the Company shall be
entitled to attend and vote at the meeting 1n respect of the number of shares registered 1n their name at that
ttme Changes to entnes in the register of members of the Company after 1 February 2010 shall be
disregarded 1n determiming the rights of any person to attend and vote at the meeting

A member entitled to attend and vote may appoint a proxy to attend, speak and to vote in his or her stead A
member may appoint more than ong proxy in relation to the meeting provided that each proxy 1s appointed to
exercise the nights attached to a different share or shares held by that member A proxy need not be a member
of the Company A form of proxy 1s included at the end of this document and contains notes for its
completion

To be vald, the form of proxy and any power of attorney or the authonty under which 1t 1s signed (or a
notariaily certified copy of it) must be completed and lodged at the Registrars of the Company, Capita
Regstrars, Proxy Department, PO Box 25, Beckenham, Kent, BR3 4BR not later than 12 00 noon on |
February 2010
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Notes (continued)

4

Completion and return of a form of proxy does not preclude a member from subsequently attending and
voting at the meeting [f a member appoints a proxy or proxies and then decides to attend the annual general
meeting 1n person and vote using his poll card, then the vote in person will ovemide the proxy vote(s) If the
vote 1n person 1s in respect of the member's enure holding, then all proxy votes will be disregarded If,
however, the member votes at the meeting in respect of less than the member's entire holding, then 1f the
member indicates on his polling card that all proxies are to be disregarded, that shall be the case, but 1if the
member does not specifically revoke proxies, then the vote mn person will be treated in the same way as 1f 1t
were the last recetved proxy and earlier proxies will only be disregarded to the extent that to count them
would result in the number of votes bemng cast exceeding the member's entire holding If you do not have a
proxy form and/or believe that you should have one or 1f you require additional forms, please contact the
Company at 11s registered office

To change your proxy instructions simply submit a new proxy appomtment using the methods set out above
Note that the cut-off time for receipt of proxy appointments (see note 3 above) also apply i relation to
amended instructions, any amended proxy appointment received after the relevant cut-off time will be
disregarded

Where you have appointed a proxy using the hard-copy proxy form and would ke to change the instructions
using another hard-copy proxy form, please contact Capita Registrars at Proxy Department, PO Box 25,
Beckenham, Kent, BR3 4BR

If you submit more than one valid proxy appeintment, the appointment received last before the latest time for
the receipt of proxies will take precedence

In order to revoke a proxy instruction you will need to inform the Company by sending a signed hard copy
notice clearly stating your intention to revoke your proxy appeintment to Capita Registrars  In the case of a
member which 1s a company, the revocation notice must be executed under its common seal or signed on 1ts
behalf by an officer of the company or an attorney for the company Any power of attorney or any other
authonity under which the revocation notice 1s signed (or a duly certified copy of such power or authonty}
must be included with the revocation notice The revocation notice must be received by Capita Registrars at
Proxy Department, PO Box 25, Beckenham, Kent, BR3 4BR no later than 12 noon on 1 February 2010 If
you attempt to revoke your proxy appomntment but the revocation 1s received after the ume specified then,
subject to paragraph 4 above, your proxy appointment will remain valid

Capies of the following documents will be available for inspection at the registered office of the Company
during normal business hours until the date of the annual general meeting and on that day, at the place of the
meeting from at least 15 munutes prior to the meeting until its conclusion

a Directors' letters of appointment
b Current articles of association
c Proposed new articles of association

As at 8 December 2009 (being the last practicable business day prior to the publication of this notice) the
Company’s 1ssued share capital consisted of 32,475,000 ordinary shares of 12 pence each, with one voling
right per share There are 3,225,658 shares held in treasury, representing 9 93% of the total 1ssued share
capital Therefore the total voting nights in the Company as at 8 December 2009 are 29,249,342

If a corporation 15 a member of the Company, it may by resolution of its directors or other govermng body
authorise cne or more persons to act as 1ts representative or representatives at the Meeting and any such
representative or representatives shall be entitled to exercise on behalf of the corporation all the powers that
the corporation could exercise if 1t were an individual member of the Company

Corporate representatives should bring with them either an ongmnal or certified copy of the appropr:ate board

resolution or an onginal letter confirming the appointment, provided 1t 15 on the corporation’s letterhead and
1s signed by an authonsed signatory and accompanied by evidence of the signatory's authonty
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Notes (continued)

10 A member may not use any electronic address (within the meaning of section 333(4) of the Act) provided n
this notice of meeting (or i any related or accompanyng document (including the form of proxy) to
commuicate with the Company for any purposes other than those expressly stated

11 8311A of the Compames Act 2006 requires a traded company to make available on 1ts website
a  notice of s Annual General Meeting
b details of its 1ssued share capital and of 1ts members’ voting rights
¢ members’ statements, members’ resolutions and members’ matters of business received by the
company after the date on which notice of 1ts meeting was first given

Although the Company, as an AIM hsted company, 15 not required to comply with the requirements of
S311A of the Companies Act 2006, it has nevertheless elected to do so The Annual Report, including the
notice of the Company’s AGM, can be found at the Company’s website www leedsgroup plec uk The
necessary details of tts 1ssued share capital and of its members” voting rights are shown 1n note 8 above
Upon receipt of any of the items detailed in ¢ above, the Company will promptly make them available on
the Documentation and Notifications page of its website
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Explanation of resolutions

Resolution number 1

The directors must present to shareholders the report of the directors and the accounts for the Company for the
financial year ended 30 September 2009 That report and those accounts, and the report of the Company's auditors
on those accounts, are set out on pages 8 to 37 of this document

Resolution number 2

At each annual general meeting, one third of the directors of the Company for the ume being {(other than those
appointed since the last annual general meeting) are required to retire If the number of relevant directors 15 not a
multiple of three, the number nearest to but not greater than one third of the directors are required to retire 1f in any
year there 15 only one director subject to retirement, that director will retire Any retinng director 15 ehigible for re-
election At this annual general meeting, Mr Johan Claesson 15 the only director subject to retirement by rotation
Resolution number 2 proposes the re-election of Mr Claesson

Resolution number 3

The auditors of the Company must be re-appomted at each meeting at which accounts are presented Reselution 3
proposes the re-appointment of BDO LLP, who have indicated their willingness to be so re-appointed The
resolution also follows past practice in giving the directors authonity to agree the remuneration to be paid to the
auditors

Resolution number 4

The directors are seeking authority to enable the Company to purchase ordinary shares in the capital of the Company
by utilising some of the Company's available distnbutable profits The directors would only consider effecting
purchases under this authonty, if granted, where to do so would improve the Company's earnings per share and
would be 1n the best interests of shareholders generally The authonty would allow purchases of up to 2,550,000
ordinary shares, being 7 85 per cent of the Company's ordinary share capital in 1ssue as at 8 December 2009, at a
minimum price per ordinary share of five pence and a maximum pnice per ordinary share of the higher of 5 per cent
above the average of the middle market quotations for an ordinary share as derived from the AIM appendix of the
London Stock Exchange Daily Official List for the five business days immediately preceding the day on which any
purchases are made and the higher of the last independent trade and the highest current independent bud on the
London Stock Exchange at the time the purchase 1s carmned out This authority expires at the conclusion of the next
annual general meeting of the Company or 15 months from the date of passing of the resolution, whichever 1s the
earlier

Companies are permitted to retain any of their own shares that they have purchased as treasury stock, as an
alternative to cancelhing them Shares held in treasury may be subsequently cancelled, sold for cash or used to
satisfy share options and share awards under employee share schemes and provide the Company with additional
flexibility in the management of its capital base Accordingly, 1if the directors exercise the authority granted by
resolution 4 to purchase ordinary shares, the Company will consider exercising the option of holding those ordinary
shares 1n treasury

Resolution number 5

The directors are seeking authonty to atlot shares in the Company and to grant rights to subscribe for or to convert
any security into shares in the Company (Rights) up to an aggregate norunal amount of £1,169,000, being an
amount representing approximately 33 3% per cent of the Company's current 1ssued share capital (excluding
treasury shares} It 1s not the directors’ current intention to allot shares or to grant Rights pursuant to this resolution
This authonty expires at the conclusion of the next annual general meeting of the Company or 15 months from the
date of passing of the resolution, whichever 1s the earlier

Resolutien number 6

This resolutron disapplies the statutory pre-emption nghts which would otherwise apply on an 1ssue of shares for
cash pursuant to a nghts 1ssue where the secunities attributable to the interests of all shareholders are proportionate
(as nearly as may be} to the number of shares held and generally up to a further normnal amount of £194,000, being
approximately 5 per cent of the Company's current 1ssued share capital (including treasury shares) This
disapplication of the statutory pre-emption rights expires at the conclusion of the next annual general meeting of the
Company or 15 months from the date of passing of the resolution, whichever 15 the earher This authonity also
covers the sale of treasury shares for cash

It 1s the Company's wntentton to adhere to the provision n the Pre Emption Group's Statement of Principles
regarding cumulative usage of authorities within a three year rolling pernied where the principles provide that usage
n excess of 7 5 per cent should not take place without prior consultation with shareholders
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Explanation of resolutions (continued)

Resolution number 7
It 1s proposed 1n resclution 7 to adopt new articles of association (the New Articles) in order to update the
Company's current articles of association (the Current Articles) primanly to take account of the implementation of
the Companies Act 2006

The principal changes introduced 1n the New Articles to be adopted pursuant to resolution 7 are summarised below
Other changes, which are of a munor, technical or clanfying nature and also some minor changes which merely
reflect changes made by the Act or to conform the language of the New Articles with that used in the model articles
for public companies produced by the Department for Business, Enterprise and Regulatory Reform have not been
noted below The New Articles showing all the changes to the Current Articles are available for inspection, as
indicated 1n note 3 to the notice of annual general meeting

() The Company's objects

The provisions regulating the operations of the Company are currently set out in the Company's memorandum and
articles of association Until 1 October 2009 the Company's memorandum contained, among other things, the
objects clause, which set out the scope of the activities the Company 1s authonsed to undertake This 1s drafted to
give a wide scope

The Act has sigmficantly reduced the constitutional sigmificance of a company's memorandum The Act provides
that a memorandum will record only the names of subscribers and the number of shares each subscriber has agreed
to take 1n the company Under the Act the objects ¢lause and all other provisions which are contained 1n a company's
memorandum, for existing companies as at 1 October 2009, were deemed to be contained 1n a company's articles of
association but the company can remove these provisions by special resolution

Further, the Act states that unless a company’s articles provide otherwise, a company's objects are unrestricted This
abolishes the need for companies to have object clauses For this reason the Company 1s proposing to remove its
objects clause together with all other provisions of its memorandum which, by virtue of the Act, are now treated as
formung part of the Company's articles of association As the effect of this resolution will be to remove the statement
currently in the Company's memorandum of association regarding limited hability, the New Articles also contain an
express statement regarding the limited hability of the shareholders

(i) Articles which duphicate statutory provisions

Provisions in the Current Articles which replicate provisions contained 1n the Act are 1n the main amended to bring
themn 1nto line with the Act Certain examples of such provisions include provisions as to the form of resolutions, the
vanation of class rights and provisions regarding the penod of notice required to convene general meetings The
main changes made to reflect this approach are detailed below

(iii) Authorised share capital and unissued shares

The Act abolishes the requirement for a company to have an authonsed share capital and the New Articles reflect
this Directors will still be Iirited as to the number of shares they can at any time allot because allotment authority
continues to be required under the Act, save in respect of employee share schemes

(iv) Form of resolution

The Act dispenses with the concepts of "extraordinary general meetings” and "extraordinary resolutions” and
accordingly the Amended Articles have removed reference to these Matters that formerly required the passing of
an extraordinary resolution will instead now requure the passing of a special resolution

(v} Age of directors on appointment

The Current Articles contain a provision requiring special notice to be provided for the appomntment or re-
appomtment of a director 1f he has attained the age of 70 years or more Such provision could now falt foul of the
Employment Equahty {Age) Regulations 2006 and so has been removed from the New Articles

(vi) General

Generally the opportunity has been taken to brning clearer language nto the New Articles and 1n some areas to
conform the language of the New Articles with that used 1n the model aruicles for pubhc companies produced by the
Department for Business, Enterpnse and Regulatory Reform
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Explanation of resolutions {continued)
Resolution number 7 (continued)

(vii) Power to allot and issue shares (Article 5)

Notwithstanding that the Board seek shareholder approval for 1ssues of shares up to an agreed himt at each AGM, 1t
15 proposed to include the general parameters for any authonty to allot shares which may be granted by shareholders
to the Board at an AGM n the articles This 1s contained n article 5 The authority allows the Board to allot shares
up 10 an agreed amount known as the "section 561" amount, in respect of a nghts 1ssue and 1n respect of any other
1ssues up to an amount equal to the amount by which any pre-emption nights on allotment of shares are disapphed

(vui) Redeemable shares (article 7)

At present if a company wishes to 1ssue redeemable shares, 1t must include 1n 1ts articles the terms and manner of
redemption The Act enables directors to determine such matters instead provided they are so authonsed by the
articles The New Articles contain such an authonisation The Company has no plans to 1ssue redeemable shares but
1f 1t did so the directors would need shareholders' authority to 1ssue new shares in the usual way

(ix) Declining registration of transfer of shares (Article 16 6) and suspension of registration of share
transfers

The Act requires the Board to provide reasons for any refusal by it to register a transfer of shares in the Company
and Article 16 6 has been amended to require the Board to provide notice of such reasons within two months of any
such refusal

The Current Articles perrt the directors to suspend the registration of transfers Under the Act share transfers must
be registered as soon as practicable The power 1n the Current Articles to suspend the registration of transfers 1s
inconsistent with the requirement Accordingly, this power has been removed 1n the New Articles

(x) Convening general meetings (Article 22 and 23)

The provisions i the Current Articles dealing with the convemng of general meetings and the length of notice
required to convene general meetings are bewng amended to conform to new provisions in the Act In particular, a
general meeting to consider a special resolution can be convened on 14 days’ notice whereas previously 21 clear
days' notice was required 21 clear days' notice 15 still required for convening the AGM (which must be held within
six months of the end of the Company's accounting reference date) and this 1s refiected in articles 22 and 23

(xi) Quorum requirements (Article 24.2)

The Act mzkes 1t possible for a member to appoint more than one proxy or corporate representative The Act
provides that in general terms the quorum for a general meeting be calculated by reference to the numbers of
'qualifying persons' who are present at the meeting, which includes an individual who 15 a member of the Company,
a person authonsed under the Act to act as the representative of a corporation, and a person appointed as proxy of a
member It 1s proposed that the Current Articles be amended to make clear that there will be no double counting for
qualifying persons who are representatives of the same corporation or proxies of the same member

(xii) Proxies and corporations acting by representatives (Articles 24.2, 25, 27)

A proxy has a statutory right under the Act to speak at any general meeting This nght 1s not reflected 1n the Current
Articles The Act also confers on proxies the right to vote on a show of hands whereas under the Current Articles
proxies are only entitled to vote on a poll  Multiple proxies may be appointed provided that each proxy 1s appomnted
to exercise the rights attached to a different share held by the member The Current Articles are not consistent with
these provisions of the Act, accordingly, 1t 15 proposed that the Current Articles be amended to reflect the new rules

Since the Act allows the appointment of multiple proxies and for proxies to vote on a show of hands, n order to
guard against voting on a show of hands being distorted by one member appointing multiple proxies, it 1s proposed
to amend the Current Articles by including a provision that the number of votes of the proxies appointed by a
member shall not be more than that member would have had had he attended n person (Article 27 9)

The Act allows corporations to appoint multiple representatives and article 27 17 has been amended to permit this
(xiii}) Vacation of office by directors (article 33)
The Current Articles specify the circumstances 1n which a direcior must vacate office The New Articles update

these provisions to reflect the approach tzken on mental and physical incapacity 1n the model articles for public
companies preduced by the Department for Business, Enterpnse and Regulatory Reform
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Explanation of resolutions (continued)
Resolution number 7 {continued)

(xiv) Conflicts of interest (Article 37)

The Act sets out directors' general duttes which largely codify the exising law but with some changes Under the
Act, from 1 October 2008 a director must avoid a situation where he has, or can have, a direct or indirect 1nterest
that conflicts, or possibly may conflict with the company's interests The requirement 15 very broad and could apply,
for example, 1f a director becomes a director of another company or a trustee of another orgamisation The Act
allows directors of public companies to authonise conflicts and potential conflicts, where appropnate, where the
articles of association contain a provision to this effect The Act also allows the articles of association to contain
other provisions for dealing with directors' conflicts of interest 10 avoid a breach of duty It 1s therefore proposed
that the New Articles allow the directors to authonise conflicts and potential conflicts, subject to certatn safeguards

There are two principal safeguards which will apply when directors decide whether to authorise a conflict or
potential conflict First, only directors who have no interest in the matter being considered will be able to take the
relevant decision, and secondly, 1n taking the decision the directors must act in a way they consider, in good faith,
will be most likely to promote the company's success The directors will be able to impose limits or conditions when
giving authonsation if they think this 1s appropnate

It 15 also proposed that the New Articles should contain provisions relating to confidential information, attendance at
board meetings and availability of board papers to protect a director being 1n breach of duty 1f a conflict of interest
or potential conflict of interest arises These provisions will only apply where the position giving rise to the potential
conflict has previously been authornised by the directors It 1s the Board's intention to report annually on the
Company's procedures for ensuring that the Board's powers to authorise conflicts are operated effectively

{xv) Board Committees (Article 42.8)

The Board 1s entitled to delegate any of its powers to committees The New Articles confirm the position n the
Current Articles that allow the Board to co-opt non-directors onto such committees However, any such co-opted
members must be less than half of the total amount of the committee and no resolution of the commttee will be
effective unless a majority of the members present at the comnuttee are directors

{xv1) Use of seals (article 44)

The New Articles provide an alternative option for execution of documents (other than share certificates) Under the
New Articles, when the seal 1s affixed to a document it may be signed by one authorised person in the presence of a
witness, whereas previously the requirement was for signature by either a director and the secretary or two directors
or such other person or persons as the directors tnay approve

Since 1 October 2009, a company no longer requires authonty 1n 1ts articles to have an official seal for use abroad
and accordingly the relevant authority has been removed in the New Articles

(xvii) Capatalisation of reserves (Article 48)

It 1s not permutted for a company to allot shares below their par value Issues can anise where share option prices are
vaned following a capitahsation of reserves or reorgantsation of share capital, reducing the exercise price to below
par value for a share The New Articles enable the Company to capitalise reserves available for distribution 1n
paying up the difference 1n price between the optton price and par value for a share to ensure that the Company does
not fall foul of this legislative requirement

(xvii1) Electronic and web communications (Article 52)

Provisions of the Act which came nto force 1n January 2007 enable companies to communicate with members by
electronic and/or website communications The New Articles allow communications to members in efectronic form
and, mn addition, they also permit the Company to take advaniage of the new provisions relaiing to website
communications Before the Company can communicate with a member by means of website communication, the
relevant member must be asked individually by the Company to agree that the Company may send or supply
documents or information to him by means of a website, and the Company must either have received a positive
response or have received no response within the peniod of 28 days beginning with the date on which the request
was sent The Company will notify the member (either in wniting, or by other perrmtted means) when a relevant
document or information 1s placed on the website and 2 member can always request a hard copy version of the
document or information
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Explanation of resolutions (continued)
Resolution number 7 (continued)

(xix) Provision for employees on cessation of business (article 55)

The Act provides that the powers of the directors of a company to make provision for a person employed or
formerly employed by the company or any of 1ts subsidianies 1n connection with the cessation or transfer to any
person of the whole or part of the undertaking of the company or that subsidiary, may only be exercised by the
directors 1f they are so authonsed by the company's articles or by the company n general meeting The New Articles
provide that the directors may exercise this power

(xx) Directors’ indemnities and loans to fund expenditure (Articles 57 and 58)

The Act has, 1n some areas, widened the scope of the powers of a company to indemmfy directors and to fund
expenditure incurred in connectton with certain actions against directors In particular, a company that 15 a trustee of
an occupational pension scheme can now mdemmfy a director aganst hability incurred in connection with the
company's activities as trustee of the scheme In addition, the existing exemption allowing a company to provide
money for the purpose of funding a dwector's defence 1n court proceedings now expressly covers regulatory
proceedings and applies to associated companies
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