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201 2010

£'m £'m

Revenue 382 361
Profit from operations before finance costs 31 33
Profit before taxation 28 29
restated

Net borrowings 49 30
Shareholders’ funds 160 116

Per ordinary share

Pence per share

Profit {(basic} 083 085
Profit (pre-adjustment to acquisition iImpairment) 0 82 084
Net assets 3863 250
restated

Gearing 31% 26%
Highlights
- Revenue up 6% to £38 2m (2010 £36 1m)
- Profit from trading {(without adjustments to acquisition impairment) £2 7m, as prior year
- Pre-tax profit from trading activities £3 1m (2010 £3.3m)
- Cash used 1n operations of £0 4m (2010 generated £3 4m)
- Net assets increased by 38% from £11 6m to £16.0m
- Net borrowings increased to £4 9m from £3 Om (restated)
- Geaning now 31% (2010 restated 26%)
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Chairman’s statement

The Group succeeded in significantly strengthening its balance sheet, extending its brand
and increasing revenues in 2011 but agatnst a backdrop of rising raw matenal prices, as
I advised earher in the year and this coupled with structural changes in the supply chain
has caused the unadjusted trading profit to remain at £2 7m

The consolidated profit from operations of £3 1m s slightly behind the £3 3m achieved
in 2010, but this 1s after adjustments to acquisition impairments of £0 6m in 2010 and
£0 4mn 2011, so the overall trading outturn was very similar The Group now owns
three freehold properties in Ethiopia which were revalued at year end in line with our
accounting policy, leading to a benefit to comprehensive income of £0 8m (2010 £0 6m)
Finance costs of £0 3m represented a reductson from £0 4m in 2010 as the Group
negotiated improved rates with its UK bank and the loan taken to fund the purchase

of Ethiopia Share Tannery Co (ETSC) was further paid down

Following the recognition of £1m of the previously unrecognised deferred taxation asset
in 2010, a further £1m has been recognised 1in 2011 as the directors believe it can be
justified by reference to continued successful future trading The tax charge of £0 1m due
on ETSC operations has been reduced to a tax credit of £0 9m and the profit for the year
after taxation 1s £3 6m (2010 £3 7m)

Revenue of £38 2m 15 6% ahead of £36 1m in 2010 with demand from key customers
remaining firm Raw matenal prices rose steadily, in line with many other commaodities
around the world as demand exceeded supply, and we scught to pass this along the
supply chain with price increases

In September 2011 the Ethiopian government announced that they would be imposing
a tanff of 150% on exports of crust (semi processed) teather from mid December This
sharply increased prices as the tanners in Ethiopia all tried to buy and process for export
as much matenal as possible before the tanff took effect, with a consequent adverse
effect on margins We were determined that supplies to major customers should not be
disrupted whilst we accelerated the transfer to finished preduction at ETSC (the logical
response to this situation) hence we had to buy additional stock at the prevailing prices
which reduced gross margin in the second half of the year

Our strategic purchase of ETSC in late 2009 put us In a strong position to benefit from
the tanff situation and | am pleased to report that the factory has responded very
positively to the challenge of taking many more of our sheepskin products to the finished
stage for direct export to our customers, which should generate savings on freight costs
during 2012 We are making adjustments to our cost base in Yeovil, where we will no
longer be processing Ethiopian crust skins The Yeovil factary 1s now being backfilled with
more bovine and goatskin products and we are utilsing our extensive contacts around
the world to source new raw matena! supplies for technically advanced products to be
made here

Net assets rose significantly from £11 6m (restated) at the end of 2010 to £16 Om, which
reflected our investment In property, plant and equipment {mainly in Ethiopia), a further

recogmition of the unrecognised deferred tax asset and a substantial increase in mventory
levels to accommedate the effect of the new crust tanff, which will potentially unwind In
the first half of 2012 Net borrowings of £4 9m rose from £3 Om (restated) at the end of
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2010 due mainly to the increased holding of inventory at year end and are expected to
reduce to more normal levels by the half year The geaning ratio of 31% 15 1in line wath
expectations (2010 26% restated)

We have commenced with our lawyers the process of restructuring our balance sheet to
enable the payment of divdends in the future It s our intention to complete the process
during 2012, which will involve a general meeting of shareholders

During 2011 we doubled the size of our retail shop in Yeovil to display more of our
garments and the extensive range of Daines & Hathaway classic English leathergoods,
and in response to customer demand we are about to add a coffee shop alongside it
Our hentage of technical and innovative skills in Yeowil 1s being supplemented by our
developing design capability, which positions us to benefit strongly from the current
*Made in Britain” movement

Whthin Ethiopia we established a new production unit for the manufacture of industnal
gloves for a major US customer during 2011 Initially this was based in a rented unit but
it has now moved o a new purpose bullt factory on the Addis ningroad next door to our
garment production factory which 1s now nearing completion Demand 15 so strong that
we have now rented an addittonal larger unit on the same prominent trading estate We
are considenng moving into other types of glove manufacturing as our confidence and
expertise at finished product manufacture grow

We continue to seek suitable farms on which to establish our own flocks of sheep to be
farmed on best practice lines to achieve improved skin quality, meat quality and yield Itis
recognised that this would be extremely advantageous to the Ethiopian economy and that
local farmers’ cooperatives would be likely to reflect our practices once they could see the
benefits in terms of increased selling prices for their ammals

We were pleased to be finalists in both the PnicewaterhouseCoopers West of England
Bustness of the Year Awards in June and in two categornies of the UK Fashion & Textile
Awards in October, with the positive recognition that they brought We were delighted
that Pittards Products Manufacturing SC, our glove-making business, recently won a Best
Investor award from the Leather Industry Development Institute at the All Africa Leather
Fair in Addis Ababa

Our werkforce of 1180 across the UK and Ethiopian operations have risen to the
challenges of the year and they continue to coordinate their efforts exceptionally well,
working closely in the transfer of products between the factories

Demand from customers s still strong and our increased production levels of both feather
and hrushed products in a lower cost environment make us well placed to benefit from
this, however raw matenal prices remain stubbornly high which puts pressure on margins
and we will need 1o continue to pass this price pressure down the supply chain The
premum Pittards brand 15 growing in reach and influence as we explore new sectors and
market opportumities glohally for cur leather and leather producis

%@;M\

Stephen Boyd Charman
i6 March 2012
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Directors and officers

S D Boyd | BSc Hans, Chairman, non-executive @ 6 €

Stephen Boyd (62) joined the Group in 2004 as Executive
Chairman He became non-executive Chairman on 7 December
2007 He s also Chairman of Swallowfield plc and Pure Wafer plc
and senior non-executive director at The Mission plc He owns a
number of private companies

L M Cretton | 84 Hons, non-executive * ¢

Louise Cretton (55) joined the Group as a non-executive director
in April 2001 She 1s Managing Director of Market Evaluer, a
marketing agency, and a director of Principal Ventures and a
former director of McCann Erickson She sits on the board of
the International Journal of Market Research and she is a
managing partner of Optisca, 2 company which measures
corporate reputations

R H Hankey | FSLTC LCGIH FOMICOpAF

Reg Hankey (56) was appointed to the board in January 1998
having Joined the Group as Technical Director of the Yeowl
Division 1n 1930 He was appointed Chief Executive on 19 July
2007 He s a director of UK Leather Federation {formerly BLC
Research) and Leather Trade House Limited {formerly BLC Leather
Technotogy Centre Ltd)

Advisers

Stockbrokers WH Ireland, 4 Colston Avenue, Bristol BS1 4ST

Nominated advisers WH Ireland, 4 Colston Avenue,
Bristol BS1 45T

Independent auditors PricewaterhouseCoopers LLP, Chartered
Accountants & Statutory Auditors, 31 Great George Street,
Bristol BS1 5QD

Bankers Royal Bank of Scotland plc, 3 Temple Back East,
Bristol BS1 6DZ

Registrars Capita Registrars, The Registry, 34 Beckenham Road,
Beckenham, Kent BR3 4TU

Company Number 102384

1 G Holmstrom | non-executve ¥ ©

Jan Holmstrom {59} joined the Group in March 2010 He is
Managing Director of Browallia AB in Sweden and holds a number
of UK directarships including Densitron Technologies pic, Dawson
International plc, Chapelthorpe ple, International Fibres Group Ltd,
Leeds Group plc and 215t Century Technofogies pic

Y Wilhlams | 118 Hons, ACA, Secretary

10 Williams (54) Joined the Group as Finance and Planning
Manager in 1989 She became Company Secretary in 1991, and
Finance Chrector on 1 June 2007 She Is a non-executive director
of SATRA

A Member of the audit committee
8 Member of the rermuneraton commuttee
C Member of nominations commuttee

Registered office Sherborne Road, Yeovil, Somerset BA21 SBA
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Directors’ report

The directors submnt their report together with the audied consolidated financial statements of the Group and the Company for the
year ended 31 December 2011

Principal activities

The prnncipal actvities of the Company are the design, production and procurement of technically advanced leather for sale to
manufacturers and distributors of shoes, gloves, luxury leathergoods and sports equipment, the provision of consultancy services within
the global leather industry and the retail of leather, leathergoods and leather garments The principal activities of i1ts subsidiaries are the
production of leather, leathergoods, leather garments and gloves

Business review

Financial results
Revenue increased by £2 im to £38 2m in 2011 reflecting some increases in seling prices and increases in volumes

The profit from operations decreased by £0 25m to £3 1m There was an adjustment to acquisition fair values following further
investigations into provisional fair value estimates made on the acquisition of ETSC 1n December 2009

Total finance costs reduced from £0 37m to £0 29m due to the negotiation of new banking facilities in the UK and further paying
down of the loan from PPESA to purchase ETSC

There was a tax credit for the year of £0 9m as while ETSC incurred a tax charge, the Group recognised £1 005m of its potential
deferred tax asset of £3 137m

Year end position

Net assets at 31 December 2011 were £16 Om, compared with £11 6m at the end of 2010 (after restatement), principally due to the
improved profitability in the year, but also further recognition of the previously unrecogrised deferred tax asset and purchase and
revaluation of property, plant and equipment

Total debt (including bank borrowings and loans, hire purchase agreements/obligations and locans) was £4 95m, (2010 £3 Om restated),
with geanng easing back to 31% (2010 26% after restatement)

Business environment
The leather industry I1s a global business wherever countries have meat and dairy industries then hides and skins are produced as
by-products

The Group operates mainly in the UK, where 1t sources most of its hides, and in Ethiopia where it sources most of its harsheep skins
Towards the end of 2011 the Ethiopian Government announced that it was to impose a taniff of 150% on the export of skins at the
crust (semi processed) stage The Group 1s therefore seeking to finish most of 1ts skins in Ethiopia and export direct to its customers
around the world

Strategy
The Group will seek to increase its hides and goatskins business in the UK as it concentrates its skins business in Ethropia It will also
sample new sources of skins to be processed into its technically advanced leathers in Yeowl

The Group’s strategy is to increase the consumer facing side of 1ts business, building on 1ts brand values of innovation, service

and integnty with new ranges of finished products This was progressed duning 2011 with the establishment of Pittards Product
Manufactuning in Ethiopia, which 1s making leather indusinial and gardening gloves and it 1s Intended to develop this actvity further
into other types of gloves in 2012

Future developments

The Group will continue to look for new opportunities to develop the Pittards brand and build on its relationships across the supply
chain and it will seek to maximise the benefits from owning the tannery in Ethiopia and manufacturing both leather and finished leather
products in a lower cost environment It will continue to establish itself as a recognised consumer brand It will also follow up on new
consultancy opportumties around the world

Dividends and reserves
No intenm dividend was paid in respect of 2011 (2010 mil) and the directors do not recommend payment of a final dwdend
(2010 — ni) A profit of £3 64m is transferred to reserves (2010 £3 66m)
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Directors’ report (continued)

Principal nsks and uncertainties
The following are dentified as the principal nisks and uncertainties facing the Group

» The volatility of the US dollar The Group manages this by using forward exchange contracts if appropnate or selling any surplus
US dollars when the rate 1s favourable Future cashflow forecasts are updated weekly and monthly

s The avalability of quality raw matenals The Group owns ETSC {which is 1ts main suppher of Ethiopian skins) and has strong
relationships with other major suppliers of skins in Ethiopia and hides in the UK and continually evaluates new sources of raw matertals

* Continuing escalation in energy and environmental costs The Group uses industry experts to obtain the best energy rates available and
continuous improvements are sought in reducing waste from the business

* The availability of working capital to finance its operatrons The Group monitors 1ts weekly and monthly financial requirements closely
against facility and enjoys a close working relationship with its bank Bank facilities for 2012 in the UX were renewed at the same core
level as at the end of 2011 with a surge factity to help manage the introduction of the crust tanff in Ethiopia which necessitated a
build up of skins at year end to ensure regular supplies to customers This surge facility will cease at the end of April when stock levels
will have reduced

Key performance indicators
The prinapal key performance indicators used to assess the performance and position of the Group are as follows

= Profit befare tax The Group’s profit before taxation of £2 76m (ncluding an adjustment to acquisition impairment of £0 398m) fell
slightly short of £2 93m achieved in 2010

* Gearing The Group's geanng moved from 26% (restated) in 2010 to 31%, which 15 within the target level of between 10% and 50%
2010 geanng benefitted from the write back of an old loan In Ethiopia, no longer considered payable

s Environmental measures The Group has targets to improve energy and processed water usage on which it reports in its biennial
Environmental update The 2010 report can be found on the Company’s website at www pittardsleather com

* Borrowings The Group monitors 1ts bank balances against factlities on a daily basis and prepares weekly, quarterly and annual cashflow
forecasts to ensure that it has sufficient funds to run the business Borrowings at end 2011 were higher than in 2010 due to the need
to secure extra skins to enable progression to finished leather in Ethiopra while still manufactuning skins i Yeowil in order to fulfil
customer orders

Restatement
The balance sheet at 31 December 2010 has been restated, as detalled in note 1

Going concern

After making enquines, and taking into consideration the factors described in note 1a to the accounts, the directors have a reasonable
expectation that the Group and Company have adequate resources to continue in operation for the foreseeable future For this reason,
they continue to adopt the going concern basis in prepanng the financial statements

Research and development

The Group recognises the importance of continuous product and process development to maintaining its reputation for innovative hugh
performance leathers It works closely with both customers and suppliers to develop clearly differentiated products using advanced
technology It uses trend information from designers in order to reflect current trends in more fashton orientated products and holds
consumer focus groups to better understand its potential consumers

Treasury policies

The Group finances its activities with a combination of bank loans, overdrafts, finance leases and hire purchase contracts, as disclosed
in pote 27 Other financial assets and liabilities, such as trade recewvables and trade payables, arise directly from the Group's operating
actwvities The Group does not trade In financial instruments

Overall, some 72% of Group revenue 15 1n US dollars, 13% n sterling, 10% tn birr and 5% In euros Group policy 15 to sell away surplus
dollars at spot rate

11% of the Group’s purchases of hides and skins are in US dollars, and this forms a natural hedge against a proportion of the doflar sales

The Group's prinaipal borrowings are i1 pounds sterling, US dollars and Ethiopman birr (for ETSC, PPM and PGS) which are used to manage
timing differences in cash flows ansing from trading actmities as set out in note 27d The debt 15 a combination of floating and fixed rate
The Group's policy 1s to use interest rate caps to manage exposure to significant fluctuations in interest rates when it believes that the risk
Justifies the cost, however at the year-end no interest rate caps were in place (2010 no caps in place)

The Group's objective 1s to maintain a balance between continuity of funding and flexibility through the use of overdrafts, banks loans and
finance leases No speafic policy exists with regard to hquidity Short-term and medium term floating rate debt 15 favoured and the Group
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Directors’ report (continued)

took advantage of some medium-term borrowings in 2010, but this has now been converted to overdraft

Transactions with customers are either credt insured or under confirmed letters of credit Where these terms are not possible goods wall
not generally be released without payment in advance of despatch, unless the Group sets an internal credit limit based on 1ts previous
experience of the customer or external credit rating agencies

Group policies also restrict the counterparties with which funds may be nvested, to those approved by the beard

As with all compantes that operate in this sector the Group has significant exposure to changes in raw matenal prices for hides and skins
which are a by-product of the meat and dairy industry The Group manages its risk 1n this area by working closely with its supplers and
commutting to purchase on the basis of anticipated and actual forward sales orders The purchase of ETSC enabled this nisk in respect of
Ethiopan skins and hides to be managed more closely

Creditor payment policy

The Group does not follow a particular code for the payment of suppliers it is the Group’s policy in respect of major suppliers to settie
terms of payment when the terms of each transaction are agreed, to ensure the supplier is made aware of the terms of payment and to
abide by the terms of payment For small local suppliers the policy 1s to pay within 45 days of inveice and for other suppliers to pay within
60 days Trade payables at the year end represented 43 days’ purchases (2010 34 days)

Charitable donations
During the financial year the Group made contributions to industry related chantable organisations of £3,111 (2010 £6,325)

Employment of disabled persons

Every consideration 1s given 1o the employment, traintng and career development of the disabled and those who have become disabled
dunng employment, having regard to therr particular aptitudes and abilities Applications for employment by disabled persons are given
full and fair consideration

Employee consultation

The Group recognises the need for good communications with employees and places great importance on employee involvement

Joint consultative committees have been active for many years and a Staff Forum was established in 2009 Management training lays
emphasis on the skills and attitudes required for clear communications and consultation Matters of particular interest or tmportance are
communicated to all employees through speaal briefing meetings

Substantial interests

In addition to those disclosed under directors” interests, the Company has been notified of the following interests under section 793
Companies Act 2006 as at 16 March 2012

Browalha AB 214,529,872 (48 64%)
Trustees of the Pittards pension schemes 39,537,399 {8 96%)
Hargreave Hale Nominees Ltd 64,143,111 {14 54%}
Hargreave Hale discretionary client portfolios 42,071,790 {9 54%)
Directors

The persons named on page 4 are the present directors SD Boyd retires by rotation and offers himself for re-election

Directors’ interests
The directors at the end of the year and their interests in the shares of the Company were

At end of year At beginning of year
Ordinary Shares of 1p Ordinary Shares of 1p
Tota! interests Total interests

fully paid Share aptions fully pard Share options
S D Boyd 19,333,333 1,666,666 19,666,667 6,666,666
L M Cretton 600,000 - 300,000 300,000
R H Hankey 711,719 2,000,000 6,281,719 2,500,000
J G Holmstrom - - - -
) Williams 1,171,315 316,667 821,315 666,667

No changes took place in the interests of directors in the shares of the Company between 31 December 2011 and 16 March 2012
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Option warrants

In December 2007, as part of its negotiation of increased banking facilities, the Company issued option warrants to West Register
{Investments) Limited, a subsidiary of the Royal Bank of Scotland plc, n respect of 5% of the Company’s issued share capital at a
subscription pnce of 1p The warrants are exercisable at any tme up 1o five years following the date of grant

Annual general meeting
A speaial resolution {(number 5) will be proposed 1o enable the Company to make market purchases of its own shares

An ordmary resolution (number 4) will be proposed to enable the Company to 1ssue and allot shares up to an aggregate nominal value
of £441,049 This authority Yasts for five years and updates the resolution passed at the last AGM A special resolution {number 6) will be
proposed to Increase the authority to allot equity shares for cash to a nominal amount of £441,049 The authority will last for five years
from the date of resolution and updates the resolution passed at the last AGM

Disclosure of information to the auditors
Each of the persons who Is a director at the date of approval of this report confirms that

e so far as the director 1s aware, there is no relevant audit information of which the Company’s auditors are unaware, and
» the director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself aware of any
relevant audit information and to establish that the Company’s auditors are aware of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of s418 of the Companies Act 2006
Independent auditors
Baker Tilly UK Audit LLP resigned as auditors on 10 August 2011 and were replaced by PricewaterhouseCoopers LLP

A resolution to re-appoint PricewaterhouseCoopers LLP as the Company’s audstors will be proposed at the forthcoming
Annual General Meeting

By order of the board

JWilliams C§L k:\

Company Secretary
16 March 2012

Statement of directors’ responsibilities in relation to financial statements

The directors are responsicie for prepanng the Annual Report and the finanal statements in accordance with applicable law
and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors have prepared
the Group and parent company finanaal statements in accordance with International Financial Reporting Standards (IFRSs) as adopted
by the European Union 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 affawrs of the Group and the Company and of the profit or loss of the Group for that period

In preparing these financial statements, the directors are required to

e select suitable accounting policies and then apply them consisiently,

* make judgements and accounting estimates that are reasonable and prudent,

» state whether applicable IFRSs as adopied by the European Union have been followed, subject to any matenial departures disclosed
and explained in the financial statements,

« prepare the financial statements on the going concern basis unless it 1s inappropnate to presume that the Company will continue
in 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 finanaal position of the Company and the Group and enable them to ensure that
the financial statements comply with the Comparues 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 rrrequlariiies

The directors are responsible for the maintenance and integnity of the Company’s website Legisiation in the United Kingdom governing
the preparation and dissemination of financial statements may differ from legislation in other junsdictions

In accordance with Section 418, dwectors’ reports shall include a statement, in the case of each director in office at the date the directors’

report 1s approved, that

(a) so far as the director 15 aware, there 1s no relevant audit information of which the Company’s auditors are unaware, and

(b} he has taken all the steps that he ought 10 have taken as a director in order 10 make himself aware of any relevant audit information
and to establish that the company's auditors are aware of that information
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independent auditor's report to the members of Pittards plc

We have audited the group and parent ¢company Hnancial staterments (the  {inancial statements ) of Putards Plc for 1he year ended
2011 wnuch comprise Group Income Statement, the Group and Parert Company Statement of Changes in Equity the Group and Parent
Company Balance Sheets the Group and Parent Company Statement of Cash Flow the Accounung Policies and the related notes

The financtal raporting framework that has been applied In their prepatauon 1s applicable law and intemational Financiai Reporting
Standards (IFRSs) as edopted by the European Union and as regards the parent company financal staiements as appled in accordance
with the provisions of the Companies Act 2006

Respective responsiiihties of directors and auditor

As explaned more fully in the Drreciors Responsiphbies Statement se. out on page B the directors are responsible for the preparation
of the financial statements and for being sansfied that they give a true and far view Qur respensibility 15 to audit and exprass an
apnion on the financat statements 0 accordance with appheable law and International Standards on Authung (Uk and retanc) Those
standards eguire us to comply with the Auditing Practices Board s Eucal Standards for Auditors

This report including the opmons has been prepared for and only for the company’s members 35 a body in accordance with

Chapter 3 of Part 16 of the Corrpanies Act 2006 and for na ather purpase We do not, in gisng these opimons  accept or assume
respans bility Far any other purpose o1 to any other person (o whom this report 15 shown or inte whose hands it may come save where
expressly agreed by our prior consent in wiiting

Scope of the audit of the financial statements

An audit ivohes obtaining evidence about the amounts and disclosures in the financral statements sufficent o gve reasonabie
assurance that the financiat statements are free from matenal misstatement, whether caused by fraud or error This includes an
assessment of whether the accounting policies are appropriate 10 the group s and parent company s Circumstances and have been
consistently apphed and adequaiely disclosed the reasonableness of significant accounting estmares made by the directors end the
overall presentauon of the financal wtatements In addinon we read all the financ al and non-financat information in the annual report
te dentfy materal inconsistencies with the audited financial statements If we be¢oma aware of any appareat materal msstatements
of nconsistences we consider the imphcations for our report

Opinion on financial statements
In our opInion

« the firancial statements give a true and far view of the state of the group’s and the pare s offars a8 ot 31 December 2013 and of
the group’s prof t and group’s and parent comgpany s cash tiows for the year then ended,

* tre group financ.al statements nave been properly prepared 16 sccordance wath [FRSs 2s adopted by the European Union,

= he parent company hiaanaal stateman s have been propedy prepared an accordanre with IFRSs as adopted by the European Umion
and as apphed 0 accordance with the provisions of the Companies Act 2006 and

= the hinancial staterments have been prepared in gccordance with the 1equiremends of the Companes Act 2006

Ogpiiion on other matter prescnbed by the Companies Act 2006

I our opinen the mformation given in the Directors’ Report “or the financial year for vwhith the finanad! statements ére prepared s
consistent with the inangiat statements

Mattoers on which we are required to report by exception

wa have nothing 10 feport in respect of the following matiers where the Companias Act 200k requires us to repor .0 you If, n our
CPIFToN

® adegiite accounung racords hawe not been kept by the parant company, of raiurns adequate ror our audit have not Beon recaved
frum branches nnt wisted by us or
the parent company finanoal siements are AOE (N ag eement with the accounting recoras and returm of

; ¢35 0L, o remuneration speofied by law are not made or

7

s informaton and explanatons vie fequre for our audit

Cotn Bates (Senor Statutory Audi e
for and on henalf of PacevaterhouseCooims LLP
Charered Accountants and Statutory Auditers
Brstol

16 March 2012
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Consolidated income statement
for the year ended 31 December 2071

2011 2010
Note £000 £°000
Continuing operations
Revenue 3 38,194 36,086
Cost of sales - trading (29,328) (27.343)
Cost of sales - adjustment to acquisition impairment 4 - 567
Gross profit 8,866 9,310
Distribution costs (2,767) (2,507)
Administrative expenses (3,547) (3,494}
Administrative expenses - adjustment to acquisition imparrment 4 398 -
Gain {loss) on foreign currency translation 100 (12)
Profit from operations before finance costs 3,050 3,297
Finance costs g (292) (366)
Profit before taxation 5 2,758 2,931
Taxation credit 10 879 731
Profit for the year after taxation 3,637 3,662
Profit attributable to
Owners of the parent 3,645 3,662
Non controling interest (8) -
3,637 3,662
Earnings per share attnbutable to equityholders of the company
Basic 1 0 83p 085
Diluted " 082p 084p
Consolidated statement of comprehensive income
for the year ended 31 December 2011
Note £000 £:000
restated
Profit for the year after taxation attnbutable to owners of the parent 3,637 3,662
Other comprehensive income
Unreahsed exchange loss on translation of overseas subsidiaries (238) (1,543)
Revaluation of land and buildings 12 843 552
Other comprehensive income 610 {991)
Total comprehensive income for the year 4,247 2,671
Total comprehensive income attributable to
Owners of the parent 4,084 2,899
Non controlling interest 163 -

The accompanying notes on pages 15 to 39 form an integral part of the Financial Statements
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Consolidated statement of changes in equity

for the year ended 31 December 2011

Total
Share Capntal Shares Share  attnbutable Non-
Share premium redemption  Capuital Retained Translation  held by Revaluaton options to owners of controlling Total

Note apnal  account 1eserve  reserve  2armings reserve £50P Teserve teserve  the parert mierest BqQuty
Group £'000 £000 f£000 £000 £'000 £000 £000 £000 £000
At 1 January 2010
— as previously reported 22 4,298 5,184 8,158 6,475 {15,900) (10) (495) - - 7,710 24 7,734
Restatement ! - - - - 1,074 - - - - 1,074 - 1,074
At 1 January 2010 ~ restated 4,298 5,184 8,158 6,475 (14,826) {(10) (495} - - 8,784 24 8,808
Comprehensive income for
the year
Retained profit for the year - - - - 3,662 - - - - 3,662 - 3,662
Other comprehensive income
Gain on the revaluation
of buldings 12 - - - - - - - 552 - 552 - 522
Unrealised exchange loss on
translation of foreign
subsidiarres - restated 1 - - - - - {1,543) - - (1,543) — {1,543)
Total other comprehensive
income - restated - - - - - {1,543) - 552 - (991} - {991)
Total comprehensive income
for the year - restated - - - - 3,662 {1,543) - 552 - 2,671 - 2,671
Transactions with owners
Emptoyee share option scheme
- value of employee services 7 - - - - - - - - 48 48 - 43
Praceeds fram shares ssued 21 33 15 - - - - - - - 48 - 48
Investment in Pittards
Global Sourcing 28 - - - - - - - - - - 26 26
Total transacttons with owners 33 15 - - - - - - 48 96 26 122
At 1 January 2011 - restated 4,331 5,199 8,158 6,475(11,164) (1,553) (495) 552 48 11,551 50 11,601
Comprehensive income
for the year
Retained profit for the year - - - - 3,645 - - - - 3,645 (8) 3,637
Other comprehensive income
Gain on the revaluation
of burldings 12 - - - - - - - 677 - 677 17 848
Unreahised exchange loss on
translation of foreign subsidianes - - - - - (220} - {18) - (238) - (238)
Total other comprehensive iIncome - - - - - (220} - 659 - 439 171 610
Total comprehensive ncome
for the year - - - - 3,645 (220) - 6559 - 4,084 163 4,247
Transactions with owners
Proceeds from shares issued 21 79 51 - - - - - - - 130 - 130
Total transactions with owners 79 51 - - - - - - - 130 - 130
At 31 December 2011 4410 5,250 8,158 6,475 (7.519) (1,773) (495) 1,211 48 15,765 213 15,978
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Consolidated statement of changes in equity (continued)

for the year ended 31 December 2071

Share Capnal Shares Share
Share  premum redempuon  Retained held options

Naote capital account reserve earnings by ESOP reserve Total
Company £000  £'000 £000 £000 £'000 £'000 £'000
At 1 January 2010 22 4,298 5,184 8,158 (12,265) (495) - 4,880
Comprehensive income for the year
Retained profit for the year - - - 2554 - - 2,554
Total comprehensive income for the year - - - 2,554 - - 2,554
Transactions with owners
Issue of shares 33 15 - - - - 48
Employee share option scheme 21
Value of employee services 7 -~ - - - - 48 48
Total transactions with owners 33 15 - - - 48 g6
At 1 January 2011 4,331 5.199 8,158 (9,711} {495) 48 7,530
Comprehensive income for the year
Retained profit for the year - - - 2,863 - - 2,863
Total comprehensive income for the year - - - 2,863 - - 2,863
Transacttons with owners
Issue of shares 21 79 51 - - - - 130
Total transactions with owners 79 3 - - - - 130
At 31 December 2011 22 4,410 5,250 8,158 (6,848) {495) 48 10,523
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Balance sheets
as at 31 December 2011

Group Company
2011 2010 2011 2610
restated

Note £000 £'000 £'000 £'0060
ASSETS
Non-current assets
Property, plant and equipment 12 6,441 4,987 1,708 1,788
Intangible assets 13 15 115 15 100
Investments 1N subsidiary undertakings 28 - - 848 1,891
Deferred :ncome tax asset 20 2,005 1,000 2,000 1,000
Avallable for sale finanoal instruments 28 15 2 - -
Total non-current assets 8,476 6,104 4,571 4,779
Current assets
Inventones 14 14,524 10,444 8,905 0,599
Trade and other receivables 15 3,833 3,751 7.110 5,759
Cash and cash eguivalents 5 1,142 1,307 471 29
Total current assets 19,499 15,502 16,486 12,387
Total assets 27,975 21,606 21,057 17,166
LIABILITIES
Current habilities
Trade and other payables 16 (5,904) (5,595) {6,905) (7,713)
Current income tax liability m 97) - -
Interest bearing loans, borrowings and overdrafts 17 (6,092) (2,022) (3,629} (423)
Total current llabilities {11,997) (7.714) {10,534) (8,136)
Non-current Liabilittes
interest bearing loans, borrowings and overdrafts 18 - (2,291) - {1,500)
Total non-current liabilities - {2,291) - (1,500
Total habilities (11,997} {10,005) (10,534) (9,636)
Net assets 15,978 11,601 10,523 7,530
EQUITY
Called up share capital 21 4,410 4,331 4,410 4,331
Share premium account 22 5,250 5,199 5,250 5,199
Capital redemption reserve 22 8,158 8,158 8,158 8,158
Capital reserve 22 6,475 6.475 - -
Shares held by ESOP 22 (495} (495) (495) (495)
Retained earnings 22 (7.519} {11,764) (6,848) 9,711)
Translation reserve 22 (1,773} {1,553} - -
Revaluation reserve 22 1,211 522 - -
Share options reserve 22 48 48 48 48
Total equity attnbutable to owners of the parent 15,765 11,551 10,523 7,530
Non-controlling interest 213 50 - -
Total equity 15,978 11,601 10,523 7.530

The finanaal statements on pages 10 to 39 were approved and authonised for issue by the board of directors on 16 March 2012 and
signed on its behalf by

J Whilliams & L_ -
Finance Director
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Consolidated cash flow statement
for the year ended 31 December 2011

Group Company
2011 2010 2011 2010
Note £000 £000 £000 £:000
Cash flows from operating activities
Cash (used in) generated from operations 23 (412) 3,401 (814) 1,106
Tax paid (187) (80) - -
Interest paid (247) (284) (209) (151)
Net cash (used in} generated from operating activities (846) 3,037 {1.023) 955
Cash flows from investing activities
Investment In subsidiaries - - (53) (50}
Proceeds on disposal of property, plant and equipment - 10 - -
Purchases of property, plant and equipment (1,261) (675) (354) (501)
Purchases of :ntangible assets (6) (17) (15) -
Investrnent in available for sale financial assets (13) - - -
Net cash used in investing activities (1.280) (682) (422) (551)
Cash flows from financing activities
Lean finanaing - 2,500 - 2,500
Repayment of bank loans (2,714) {1,340) {1,900) (800)
Repayment of obligations under finance leases and hire purchase obligations (23) 47 (23) (46)
Share issue 130 48 130 48
Net cash (used in) generated from financing activities (2,607) 1,161 {1,793) 1,702
(Decrease) increase In cash and cash equivalents (4,733) 3,516 {3,238) 2,106
Cash and cash equivalents at beginning of the year 1,307 (2,237) 29 (2,124}
Exchange gains on cash and cash equivalents 14 28 51 a7
Cash and cash equivalents at end of the year 24 (3.412) 1,307 {3.158) 29
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Notes to the consolidated accounts

1 Statement of accounting policies

General information

Pittards plc 1s a public imited company incorporated and domiciled under the Compantes Act 2006 1n England and 15 quoted on the
Alternative Investment Market (AIM) The address of the registered office 15 given on page 4 The nature of the Group’s operations and
its principal activities are set out in the Directors’ report on page 5

{a) Basis of preparation

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards adopted by
the International Accounting Standards Board ("IASB"} and interpretations 1ssued by the International Financial Reporting Interpretations
Committee of the IASB (together "IFRS”) as endorsed by the European Union

The consolidated financial statements have been prepared in accordance with the Companies Act 2006, applicable to Companies
reporting under IFRS The consolidated financial statements have been prepared under the histoncal cost convention, as modified by the
revaluatien of buildings The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
estimates It also requires managemens to exercise its judgement in the process of applying the Group's accounting policies The areas
involving a high degree of judgement or complexity, or areas where assumptions and estimates are significant to the consolidated
financial statements, are disclosed In note 2

{b) Going concern

The Group meets its day-to-day working capital requrements through its bank facilities The Group's forecasts and projecttons, taking
account of reasonably possible changes in trading performance, show that the Group should be able to operate within the level of its
current faciities After making enquines, the directors have a reasonable expectat:on that the Group has adequate resources to continue
in operational existence for the foreseeable future The Group therefore continues to adopt the going concern basis in preparing its
consolidated financial statements Further information on the Group's borrowings is given In note 27

{c) New and amended standards adopted by the group

There are no IFRSs or IFRIC interpretations that are effective for the first time for the financial year beginning on or after 1 January 2011
that would be expected to have a matenal impact on the group 14524 (revised) has resulted in additional disclosure requirements,
which have been included in these financial statements

(d) New standards, amendments and interpretations issued but not effective for the financial year beqinning 1 January 2011
and not early adopted

At the date of approval of these financial statements the following revised standards, amended standards and interpretations were In
1ssue, but not yet effective and have not been early adopted In these financial statements

Amendments to IFRS 7, Finanaial Instruments Disclosures on derecognition
Amendment to IFRS 1, ‘First tme adoption” on fixed dates and hyperinflation
Amendment to IAS 12, ‘Income taxes’ on deferred tax

Amendment to IAS 19, 'Employee benefits’

Amendment to IAS 1, ‘Financial statement presentauon’ regarding other comprehensive income
IFRS 9, ‘Financial instruments’ - classification and measurement’

IFRS 10, ‘Consolidated financial statements’

IFRS 11, “Joint arrangements’

IFRS 12, ‘Disclosures of interests in other entities’

IFRS 13, ‘Fair value measurement’

1AS 27 {revised 2011) ‘Separate financial statements’

IAS 28 (revised 2011) ‘Associates and joint ventures’

The presentational impact of these standards and interpretations ss being assessed The directors expect that the adopuion of these
standards and interpretations will have no matenal impact on the financial siatements of the Group

{e) Bass of consohidation

The cansolidated financial statements incorporate the financial statements of the Company and enuties controlled by the Company (its
subsidianes) made up to 31 December each year Control 15 achieved where the Company has the power to govern the financial and
operating policies of an investee entity s0 as to obtain benefits from 1ts activities
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Notes to the consolidated accounts (continued)

1 Statement of accounting pelicies {(continued)

(e) Basis of consolidation {continued)

Subsidiaries are all entities over which the Group has the power to govern the financial and operating policies generally accompanying a
sharehoiding of more than one half of the voting nghts The existence and effect of potential voting nghts that are currently exercisable
or convertible are considered when assessing whether the Group controls another entity Subsidianies are fully consoldated from the
date on which control s transferred to the Group

Non-controfling interests in the net assets of consolidated subsidianies are identified separately from the Company's equity herein Non-
controlling interests consist of the amount of those interests at the date of the onginal business combination and the non-controlling
interast’s share of changes tn equity since the date of the combination Losses applicable to the non-contralling interest in excess of the
non-controlling interest in the subsidiary’s equity are allocated against the interests of the Company except to the extent that the non-
controlling interest has a binding obligation and 1s able to make an additional investment to cover the losses

The purchase method of accounting 1s used to account for the acquisition of subsidiaries by the Group The cost of an acquisition 15
measured as the far value of the assets given, equity instruments issued and liabalities incurred or assumed at the date of exchange
Identifiable assets acquired and liabdities and contingent labilities assumed v a business combination are imitially measured at fair value
at the acquisition date irrespective of the extent of any non-controling interest Where necessary, adjustments are made to the financial
statements of subsidiaries to bring the accounting policies used into line wath those used by other members of the Group

Goodwill 1s irutially measured as the excess of the aggregate of the consideration transferred and the fair value of non-controlling
Interest over the net identifiable assets acquired and labilities assumed If this consideration 1s lower than the fair value of the net assets
of the subsidiary acquired, the difference i1s recognised in profit or loss as a bargain gain on purchase

All intra-group transactions, balances, income and expenditure are eliminated on consclidation

In accordance with the exemptions given by section 408 of the Companies Act 2006, the Company has not presented its own
Statement of Comprehensive Income or Income Statement The Company achieved a profit of £2 863m (2010 £2 554m)

(f) Subsidharies

On consolidation, the assets and liabilities of the Group’s overseas operations are translated into the Group’s presentation currency
at exchange rates prevaifing on the balance sheet date Income and expense items are translated at the average exchange rates for
the perod Exchange differences ansing, if any, are recognised in other comprehensive income and transferred to the Group’s
translation reserve

{g) Revenue recogmition
Revenue 1s measured at fair value of the consideration receved or receivable and represents amounts receivable for goods and services
and consultancy income provided 1n the normal course of business, net of discounts, value added tax and other sales related taxes

Revenue I1s recognised to the extent that it 1s probable that the economic benefits will flow to the Group and the revenue can be reliably
measured Revenue from the sale of skins, hides and retail and leather goods is not recognised until the significant nisks and rewards of
ownership of the goods have passed to the buyer and the amount of revenue can be measured reliably, this 1s usually on despatch but
1s dependent upon the terms agreed wrth a customer

(h) Foreign currency translation

a) Functional and presentation currency

These financial statements are presented in sterling as that 1s considered to be the currency of the primary economic environmens in
which the Company operaies This decision was based on the fact that sterling 1s the currency in which management reporting and
decsion making is based

items included in the financal statements of each of the Group's entities are measured using the currency of the pnimary economic
environment in which the entity operates {"the functional currency’) The consolidated financial statements are presented In sterhing
which 1s the Company’s functional and the Group's presentation currency

b} Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevaling at the dates of the
transactions or valuation where items are re-measured Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in the income statement as gain or loss on foreign exchange Foreign exchange gains and losses that retate to borrowings
and cash and cash eguivalents are presented in the income statement within gain or loss on foreign exchange
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Notes to the consolidated accounts (continued)

1 Statement of accounting polictes (continued)

(1) Exceptional items

Items that are both material in size, unusual and infrequent in nature are presented as exceptional tems in the Income Statement
The directors are of the opinion that the separate disclosure of such items prowides helpful information about the Group's underlying
business performance

(1) Intangible assets

An intangible asset, which 1s an identifiable non-monetary asset without physical substance, 1s recognised to the extent that it 15
probable that the expected future economic benefits attnibutable to the asset will flow to the Group and that its cost can be measured
reliably The asset 15 deemed to be identifiable when 1t 15 separable or when it anises from contractual or other legal nghts

Computer software that 1s not integral to an item of property, plant and equipment is recognised separately as an mtangible asset and
15 carried at cost less accumulated amortisation and accumulated tmpairment losses Costs include software licences and consulting costs
attrnbutable to the development, design and implementation of the computer software Amortisation 1s calculated using the straight-line
method so as to charge the cost of the computer software to the Income Statement over its estimated useful iife (1-7 years)

Expenditure on research activities 1s recognised as an expense In the period in which 1t is tcurred

(k) Property, plant and equipment

Property, plant and equipment {other than freehold buldings) are stated at cost less accumulated depreciation and any recogrised
impairment loss Property, plant and equipment are intially recorded at cost of purchase or construction Cost includes expenditure
that 1s directly attributable to the acquisition of the items Depreciation is charged so as to write off the cost or valuation of assets on
a straight-line basis over their estimated useful lives, as follows

Freehold buildings 2%
Plant, machinery and motor vehicles 10-33%

A revaluation policy 1s applied to freehold buildings Buddings were revalued at December 2011 and December 2010 based on the
fair value as determtned by an independent licensed loss assessor qualified to value buildings in Ethiopia The increase in value has
been reflected via a revaluation of fand and buildings in other comprehensive income Buildings have been depreciated at 2% No
depreciation has been charged on the building being constructed by Pittards Global Seurcing Limited as 1t is still under construction

Fhe carrying vatues of property, plant and equipment are reviewed for impairment when events or changes in circumstances indicate
that the carrying value may not be recoverable The gain or toss ansing on the disposal or retirement of an asset 15 determined as the
difference between the sale proceeds and the carrying amount of the asset and is recognised in income

(1) Leased assets

Assets held under finance leases, which are leases where substantially all the nsks and rewards of ownership of the asset have been
transferred to the Group, are capitalised in the balance sheet and depreciated over the shorter of the lease term or their useful lives

The asset 1s recorded at the lower of its fair value and the present value of the minimum lease payments at the inception of the lease
The capital elements of future obligations under finance leases are included In habilities in the balance sheet and analysed between
current and non-current amounts The interest elements of future obligations under finance leases are charged to the Income Statement
over the penods of the leases and represent a constant proportion of the balance of capital repayments outstanding in accordance with
the effective interest rate method

Leases where the lessor retains substantially all the risks and rewards of ownership are classified as operating leases The cost of
operating leases {net of any incentives received from the lessor) 15 charged to the Income Statement on a straight hne basis over the
periods of the leases

({m) Inventories

tnventores are stated at the lower of cost or net realisable value Cost 1s determined on a first i first out (FIFO) basis Net realisable
value 15 the esimated selling price less all costs to be incurred In addition to the cost of matenals and direct labour, an appropriate
proportion of production overheads is included in the inventory values

Inventory held at ETSC 1s stated at the lower of cost and net realisable value but cost I1s determined on an average cost basis An
imparment reserve o reflect the directors’ best estimates of the difference between FIFO and average was established on acquisition
The directors have satisfied themselves that there was no matenal difference between FIFO and average Inventores include goods in
transit from the suppliers 1o our factory where ownership has effectively passed to the Group
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Notes to the consolidated accounts (continued)

1 Statement of accounting policies (continuad)

{m) Inventories {continued)
Provision 1s made against stow moving and obsolete inventory to ensure the value at which iventory 1s held in the balance sheet 1s
reflective of anticipated future sales patterns Provision 1s made having regard to the saleability and condition of inventory

(n) Current and deferred income tax

Current tax 15 the expected tax payable on the taxable income for the year, on the basis of tax laws enacted or substantively enacted
at the balance sheet date, and any adjustments to tax payable i respect of previous years, in the countries where the Company and
its subsidiaries operate and generate taxable income

Deferred tax 1s provided in full using the hability method on temporary differences between the tax basis of assets and habilities and
their carrying amounts in the financial statements A deferred tax asset 1s only recognised to the extent it s probable that sufficient
taxable profits will be avatlable in the future for it to be utdised

Deferred tax I1s determined using the tax rates that have been enacted or substantively enacted at the balance sheet date and are
expected to apply when the deferred tax asset or liability is realised or settled

Tax 15 recognised in the Income Statement, except where It relates 1o items recognised in other comprehensive Income or directly in
equity, in which case It 1s recognised In other comprehensive income or equity

(o) Retirement benefit costs

The Group operates a stakeholder pension scheme for the benefit of its employees in the UK but makes no contnbution to the scheme
Pension contributions continue te be made for those employees at ETSC who were members of the Social Security Agency scheme

{a defined contribution scheme) at the time of purchase of that business

{p) Provisions

Provisions are recognised where a legal or constructive obligation has been incurred which will probably lead to an outflow of resources
that can be reasonably esumated Prowisions are recorded for the estimated ultimate hiabihity that is expected to arise, taking into
account the time value of money A contingent hiability 15 disclosed where the existence of the obligations will only be confirmed by
future events, or where the amount of the obligation cannot be measured with reasonable reliability

{q) Financial instruments
Financial assets and financial habilities are recognised in the Group's balance sheet when the Group becomes a party to the contractual
provisiens of the instrument

investment
Where the investing entity does not exercise significant influence or control over the other entsty, 1ts nvesiment 1s recorded initially
at cost and then at fair value through profit and loss

Trade and other receivables

Trade recevables are recognised initially at fair value and subsequently measured at amortised cost less provision for impairment

A provision for impairment of trade receivables 1s established when there 15 objective evidence that the Group will not be able to collect
all amounts due according to the onginal terms of receivables The amount of the proviston 1s recognised in the Income Statement

Trade payables
Trade payables are recognised imitially at fair value and subsequently measured at amortised cost

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits that are readily convertible to a known amount of cash and
are subject to an insignificant nisk of change in value For the purpose of the cash flow statement, cash and cash equivalents includes
bank overdrafts

Bank borrowings

Interest-bearing bank loans and overdrafts are recorded as the proceeds received, net of direct 1ssue costs Finance charges, including
premiums payable on settlement or redemption, are accounted for on an accruals basis and are added to the carrying amount of the
instrument to the extent that they are not settled n the period in which they arise

(r) Share based payments
The Group has applied the requirements of IFRS 2 Share-based Payment to all grants of equity instruments after 7 November 2002
that were unvested at 1 January 2007
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Notes to the consolidated accounts (continued)

1 Statement of accounting policies {continued)

{r) Share based payments {continued)
The Group has penodically Issued equity-settted share based payments to certain employees and invited all employees to participate
In Save As You Earn share option schemes

Equity-settled share based payments are measured at fair value {excluding the effect of non market-based vesting conditions) at the

date of grant The fair value 15 expressed on a straight line basis over the vesting penod, based on the Group's estimate of shares that
will eventually vest and adjusted for the effect of non market-based vesting conditions Fair value 1s measured by use of the Black Scholes
pricing model

A cash-settled share bonus scheme (The Share Tracker Bonus Plan} potentially rewards participants for movements in the share pnce and
15 designed to Incentivise key employees in the business and align them with investors A hability 1s recognised at the current fair value as
determined at each balance sheet date

(s} Employee share ownership trust

The assets of the employee share ownership trust are fully consolidated within the accounts of the Group Shares held in the Trust
are deducted from shareholders’ funds and are stated at cost The shares were orniginally bought to reflect potential awards with a
previous bonus scheme which 1s no lenger In existence

(t) Segmental reporting
Operating segments are reported In a manner consistent with the internal reporting provided to the chief operating decision-maker
The chief operating decision maker has been identified as the board of Pittards ple which makes strategic decisions

{u) Restatement

At acquisition ETSC held a loan payable on its balance sheet for £1,074m Legal advice obtained supports the Directors’ view that the
loan is not repayable and that the Group does not have a legal or constructive obligation to transfer cash This view has not changed
since acquisition and therefore the fair value of assets and hiabilities acquired on acquisition of ETSC have been restated in the current
year resulting In a credit to retained earmings at 1 January 2010 of £1 074m, as shown in the consolidated statement of changes In
equity, to eliminate the brought forward loan payable balance

As the loan was denominated i local currency the movement an the translation reserve duning 2G10 has been revised by £0 228m
to take Into account the revised foreign exchange movement in 2010, excluding the loan

The balance sheet as at 31 December 2010 has been restated to eliminate the loan from the 2010 statement of financal position

as previously reported, resulting In a reduction in trade and other payables included in current hiabiities of £0 341m, a reduction in
borrowings included 1n non current habiiities of £0 505m and an increase in retained earnings of £1,074m and increase n translation
reserve losses of £0 228m, resulting 1n a net increase In net assets and equity of £0 846m The Directors acknowledge the requirement
to prepare an additional statement of financial position as a result of the restatement However as the restatement only impacts the
balances set out above the directors consider that the impact on the financial statements ¢an be determined from the disclosures given,
without the need to present a further staternent

2 Cnitical judgements and estimation uncertainty

The preparation of the financal statements requires management to make estimates and assumptions that affect the reported amount
of revenues, expenses, assets and labilities, and the disclosure of contingent habilities at the date of the financial statements If in the
future such estimates and assumptions, which are based on management’s best judgement at the date of preparation of the finanaal
statements, dewviate from actual arcumstances, the oniginal estimates and assumptions will be modified as appropnate in the year in
which arcumstances change

a) Inventory provisions

The Group reviews 1ts fimished goods inventory on a regular basis and, where appropnate, makes provisions far slow moving and
obsolete inventory based on estimates of future sales activity The estimates of the future sales activity will be based on both histoncal
experence and expected outcomes based on knowledge of the markets in which the Group operates The level of inventory provisions
at year end represents the consistent application of an agreed formula plus additional specific provisions which management have
deemed to be appropriate
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Notes to the consolidated accounts (continued)

2 Cntical judgements and estimation uncertainty (continued}

{b) Assessment of fair values on acquisition of ETSC

The directors had to make certain assumptions for the assessment of fair value of varnious assets on the acquisition of ETSC At the end of
2010 nvestigations into inventory held provided necessary assurances that the inventory was farrly valued therefore a release of £0 567m

of impairment provision was recognised 1n the Income Statement The provisional fair values on acquisition were not updated because the
abehty to release the provision was identified during a stock take on 31 December 2010, which was outside the twelve months permitted

under IFRS3 to revise prowvisional fair values

At the end of 2011 the remaining provisions of £0 465m have been released to the Income Statement £0 398m of this release has been
disclosed on the face of the Income Statement and £0 067m has been released through adrministrative expenses, offsetting expenses
incurred to which the provisions relate

{c) Recogmtion of deferred tax asset

The recognition of deferred tax assets 1s based upon whether 1t 1s more likely than not that sufficient and suitable taxable profits walk
be avaifable in the future against which the reversal of temporary differences can be deducted Where the temporary differences are
related to losses, the avallability of the losses to offset against forecast taxable profits Is also considered Recognition therefore involves
Judgement regarding the future financial performance of the entity in which the deferred tax asset has been recognised

3 Business segments information

Management has determined the operating segments based on the reports reviewed by the board that are used to make strategic
decisions The board consider the business from a product perspective by type of raw matenal, (hides and skins) by income from Ethiopia
and by ather revenue streams, including the consumer products section which 1s not vet sufficiently material to be a separate category
The board review the results by segment at gross contribution level which includes raw matenal costs but excludes fixed and variable
production costs as these are not separated out by segment The segment information 15 shown below

2011 Skins Hides Ettiopia Other Unallocated Total
£'000 £'000 £°000 £'000 £°000 £000

Turnover 20,481 10,014 15,875 3,215 - 49,585
Inter-segmental trading (49} {(46) (8.778) (2.518) - {11,381)
20,432 9,968 7,097 697 - 38,194

Gross contnbution 10,691 2,536 5,154 329 - 18,710
Taxation - - 81 - {960) {879)
Assets - - 14,176 - 13,799 27,975
Liabiities - - (5,333) - (6,664) (11,997)
2010 Skins Hides Ethiopia Other Unallocated Toal
Turnover 19,858 10,732 12,120 1,363 - 44,073
Inter-segmental trading (44) (28) (7,234) {681) - (7,987)
19,814 10,704 4,886 682 - 36,086

Gross contributian 9,448 3.479 4,212 100 - 17,239
Taxation - - 238 - (969) (731}
Assets - - 8,806 - 12,800 21,606
Liabilities — restated - - (2,444) - {7,561) (10,005)
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Notes to the consolidated accounts (continued)

3 Business segments (nformation (continued}

The exceptional items, detatls of which are set out in note 1, relate to accounting for the acguisition of ETSC and therefore have not
been allocated to a specfic segment

The total of non-current assets other than deferred tax assets located in the UK 1s £1 723m (2010 £1 932m)

Reconcihation of gross contnibution to gross profit 1s as follows

201% 2010
£000 £'000
Gross contnbution 18,710 17,239
Production costs including direct labour (9,075) (7,128)
Inventory provisions movement (17) (42)
Depreciation (752) (759)
Gross profit 8,866 9,310

Geographical analysis (based on the customer's country of domicle)
2011 Skins Hides Etbropia Other Totat
£000 £000 £°000 £000 £:000
UK 691 1,496 - 495 2,682
Eurcpe 3,742 382 2,376 132 6,632
North Amenca 3,065 14 3 68 3,150
Rest of the wortd ’ 12,934 8,076 4,718 2 25,730
20,432 9,968 7,097 697 38,194

2010

UK 756 1,165 - 191 2,112
Europe 3,367 179 265 381 4,192
North America 3,257 34 170 22 3,483
Rest of the world 12,434 9,326 4,452 87 26,299
19,814 10,704 4,887 681 36,086

Revenues of approximately £4 998m (2010 £6 250m) within the skins segment are derived from one customer Revenues of
approxaimately £5 712m (2010 £6 778m) within the hides segment are derved from another customer Both customers’ revenues fall
within the Rest of the World geographical segment

Company Number 102384




22 Pittards plc Annual Report & Accounts 2011

Notes to the consolidated accounts (continued)

4 Exceptional items

Release of farr value provision - cost of sales
- admunistrative expenses

2011
£000

398

2010
£000

567

The Group acquired 100% of the 1ssued share capital of Ethiopia Tannery Share Company (ETSC) on 29 December 2009 As part of the
acquisition accounting, certain prowisions were made to reflect the fair value of assets and liabihties acquired Dunng 2010 £0 567m

of provisions made on acquisition were released to the Income Statement The provisional far values on acquisition were not updated
because the ability to release the provision was identified during a stock take on 31 December 2010, which was outside the twelve
months permitted under IFRS3 to revise provisional fair values These provisions were released to the 2010 income statement to reflect
the balances to which they related, being stock and cost of sales Durning 2011 a further £398k of prowisions established on acquisition

were released to the Income Statement as not required, following further investigations during 2011

5 Profit before taxation

The followang items have been included in arnving at profit before taxation 2001 2010
£'000 £000
Depreciation of property, plant and equipment 752 759
Amortisation of intangible assets 106 99
Operating lease rentals recognised as an expense 268 298
Staff costs (Note 6) 7.384 7,087
Employee benefit expense 99 93
Research and development expenditure 180 171
Gatn (loss) on foreign currency translation 100 (12)
Auditors’ remuneration
The analysis of fees payable to the Group's auditors is as follows
201 2010
£000 £'000
Fees payable to the Company’s auditors in respect of the audit of the parent company
and consolidated accounts 37 37
Fees payable to the Company's auditars in respect of the audit of subsidiaries 5 6
Total audit fees 42 43
Other services
Other services pursuant to legislation - 5
Total fees payable 42 49

in 2011 fees were payable to PricewaterhouseCoopers LLP (2010 Baker Tilly LLP)
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6 Staff costs

The average number of employees of the Group (induding executive directors}, on an average monthly basis was

2011 2010

No No

Production 972 700
Sales, distribution and administration 205 166
Directors 5 5
1,182 871

Their aggregate remuneration comprised £000 £'000
Wages and salaries 6,708 6,484
Social security costs 656 5a7
Pension contribution 20 16
7,384 7.087

7 Share options

Matching share options were granted to directors and managers as part of the fund raising exercise approved by shareholders 1n
December 2009 Options were granted 1n return for investing in the placing and are exercisable up to the third anniversary of their grant
The Matching Share Option Plan 1s equity settled

Movements in the number of share options cutstanding and their related weighted average exercise prices are as follows

2011 2010

No of options Weighted average No of options Weighted average

exercise price pence exercise price pence

Qutstanding at the beginning of the penod 14,566,668 - - -
Granted during the pericd - 164 17,866,667 164
Exercised during the penod (7.913,332) 164 (3,299,999) 164
Qutstanding at the end of the penod 6,653,336 164 14,566,668 164
Exercisable at the end of the penod 6,653,336 164 14,566,668 164

Share options outstanding at the end of the year expire in February 2013 and have a weighted average exercise price of 1 64 pence
The weighted average share price at the time of exercise was 3 45p (2010 2 43p)

On grant the opuiens were valued using the Black Scholes valuation model The options granted have a vanable exercise price, being

1 5 pence in year one, 1 65 pence in year two and 1 81 pence in year three The options were valued as the average of each year's
independently calculated Black Scholes value The assumptions used were risk free interest rate year one 0 69%, year two 1 36%,
year three 1 96%, volatiity 25%, bid price at grant date 1 75 pence which was adjusted to 1 68 pence based on the dilutive effect of
the options granted Volatiity was calculated using the historic rate from 2002 and the directors’ best estimate of the volatility going
forward The fair value of the options calculaied was @ 273 pence

The total charge for the year relating to employee equity settled share-based payment plans was nil (2010 £0 048m)

In March 2010 the Share Tracker Bonus Plan was approved by the Remuneration Committee of Pittards plc This 1s a cash settled bonus
scheme which potentially rewards participants for movements in the share price and 1s intended to incentivise key employees in the
business and goal align them with investors

The total charge for cash settled share based payments was £0 111m (2010 £0 275m), this amount 15 also held as a liability as at
December 2011
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8 Directors’ remuneration

Share
tracker 2011 2010
Salary and fees *Benefits bonus Total Total
£000 £000 £000 £'000 £°000
Executive

R H Hankey 180 12 19 21 235
J Williams 97 7 17 121 130

Non-executive
S D Boyd 60 4 4 68 65
L M Cretton 32 - 1 33 36
J G Holmstrom 29 - - 29 21
398 23 1 462 487

*Benefits received consist of health insurance and life assurance The values of the benefits are based on the taxable value No pension

contributions are made to directors

Key management compensation

Key management includes the directors of the Yeowl supervisory board The compensation paid or payable to key management for

employee services Is shown below

2011 2010
£000 £000
Salaries and other shori-term employee benefits 483 434
Share-based payments 76 127
Total 559 561

Share options

Share options granted io directors under the matching share option scheme described in note 7 were as follows

Number of options at
01 January 2011

Granted dunng year

Number of options at

Exerased during year 31 Decernber 2011

R H Hankey 2,500,000 — 500,000 2,000,000
J Wilkams 666,667 - 350,000 316,667
S D Boyd 6,666,667 - 5,000,000 1,666,667
L M Cretton 300,000 - 300,000 -
J G Holmstrom - - - -

10,133,334 - 6,150,000 3,983,334

The aggregate amount of gains made by directors on the exerase of share options was £0 137m (2010 £0 013m)

9 Finance costs 201 2010
£'000 £'000

Interest on bank loans and overdrafts 209 279
Interest on obligations under finance leases and hire purchase contracts 29 S
Unwinding of discount on deferred consideration 54 82
292 366
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10 Taxation

(a) Analysis of the credit in the year 2011 2010
£000 £°000
The credit based on the profit for the year comprises
Corporation tax on profit for the year 87 238
Foreign tax 39 31
Total current tax 126 269
Deferred tax {1.540) (1,000)
Qnigination and reversal of temporary differences
Utilisation of tax losses 399 -
Impact of change in UK tax rate 136 -
Total deferred tax (1,005) {1,000)
Income tax credit (879) (731

The standard rate of Corporation Tax in the UK changed from 28% to 26% with effect from 1 April 2011 Accordingly, the Company's
profits for this accounting penod are taxed at an effectwe rate of 26 5% and will be taxed at 26% in the future

(b) Factors affecting the charge for the year

20Mm 2010

£000 £°000
Profit on ordinary activities before tax 2,758 2,931
Tax calculated at domestic tax rates applicable to profits in the respective countries 762 821
Income not subject to tax (110) (141)
Expenses not deducuble for tax purposes 264 293
Allowable tax deductions (384) {(179)
Foreign tax pad 39 31
Double tax relief (37) (42)
Tax losses for which no deferred income tax asset was recogniseds (9) (514)
Recognition of deferred tax asset in respect of temporary chfferences (1,141} {1,000)
Utihsation of tax losses {399) -
impact of change n UK tax rate 136 -
Total tax credii for the year {Note 10{a)} (879) (731)

{c) Factors that may affect future tax charges

The Group has recognised a deferred tax asset of £2 005m (2010 £1 000m}) in respect of losses out of a total potential deferred tax asset
of £3 138m (2010 £4 599m) The element of the deferred tax asset not yet recogrised would be avalable to be utilised against future UK
taxable profits (Note 20)
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11 Earnings per ordinary share

2011 2010
£000 £:000
Analysis of the profit 1n the year
Profit for the year attributable to equityholders of the company 3,645 3,662
Weighted average number of ordinary shares in sssue ‘000’s ‘000’s
(excluding the shares owned by the Pittards Employee Share Ownership Trust)
Basic 440,098 430,591
Diluted 443,650 436,240
Basic earnings per ordinary share 083p 085p
Diluted earmings per ordinary share 082p 0 84p
12 Property, plant and equipment Group Company
Plant Plant,
Freehold machunery & machinery &
bulldngs  motor vehicles Total motor vehicles Total
£000 £'000 £°000 £°000 £°000
Cost or valuation
At 1 January 2010 2,096 16,942 19,038 11,421 11,421
Exchange differences {211} (1,058) {1,269) - -
Additions 56 619 675 501 501
Disposals - (1,721) {(1,721) (1,045) {1,045)
Revaluation of property 472 - 472 - -
As 1 january 2011 2413 14,782 17,195 10,877 10,877
Exchange differences (75) {126) (201} - -
Additions 471 790 1,261 354 354
Disposals - 27 (27} {12} (12)
Reversal of imparment (Note 2) - 201 201 - -
Revaluation of property 789 - 789 - -
At 31 December 2011 3,598 15,620 19,218 11,219 11,219
Accumulated depreciation
At 1 January 2010 - 14,021 14,021 9,688 9,688
Exchange differences - (775) (775) - -
Charge for year 79 680 759 445 445
Disposals - (1,718) {1,718) (1 044) (1 044)
Release of deprecation on revaluation (79) - {79) - -
At 1 January 2011 - 12,208 12,208 9,089 9,089
Exchange differences - (97) (97} - -
Charge for year 59 €693 752 434 434
Disposals - (27) 27 (12) 2)
Release of deprecation on revaluation (59} - {59} - -
At 31 December 2011 - 12,777 12,7177 9,511 9,511
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12 Property, plant and equipment {continued)

Group Company

Plant Plant,

Freehold mach:nery & machinery &
bulldings  motor vehicles Total motor vehicles Total
£'000 £'000 £'000 £'000 £'000

Net book value

At 31 December 2011 3,598 2,843 6,441 1,708 1,708
At 31 December 2010 2,413 2,574 4,987 1,788 1,788
At 31 December 2009 2,096 2,921 5017 1,733 1,733

Deprecation of £0 650m has been charged to cost of sales and £0 109m to administrative expenses in the Income Statement

Included 1n the Group’s and Company’s plant and machinery are leased assets and assets being acquired under hire purchase agreements
with a net book value of £0 072m (2010 £0 113m}

Freehold buildings inctudes an amount of £0 540m {2010 £0 071m) In respect of work commenced on the building for Pittards Global
Sourcing Private Ltd Company As this bullding 1s under construction no depreciation has been charged

The Group’s bulldings were revalued to fair value as at 31 December 2011 Faur value was determuned by Getachew Tesfaye, licensed loss
assessor, who 1s an independent valuer

If bulldings were stated on the historic cost basis the net book value would be £1 130m (201¢ £0 770m)

13 Intangible assets Group Company
Computer software Computer software
£°000 £°000

Cost
At 1 January 2010 1,559 1,559
Additions 17 -
At 1 January 2011 1,576 1,599
Additions 6 15
At 31 December 2011 1,582 1,574

Accumulated amortisation

At 1 January 2010 1,362 1,362
Charge for year 99 97
A1 Y January 2011 1,461 1,459
Charge for year 106 100
At 31 December 2011 1,567 1,559

Net book value
At 31 December 2011 15 15

At 31 December 2010 115 100
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14 Inventories Group Company
2011 2010 2011 2010
£000 £'000 £°000 £000

Raw material and sundry inventory 5.091 3,416 2,943 1,978

Work in progress 4,011 2,926 1,969 1,924

Finished goods 5,422 4,102 3,993 2,697

14,524 10,444 8,905 6,599

During the year £0 017m (2010 £0 042m) in respect of a stock prowvision was debited to the Income Statement as part of the cost

of sales, and £20 890m nventory was charged to the Income Statement as cost of sales (2010 £18 991m) Raw matenal and sundry
inventory includes £0 871m of goods n transit at year end (2010 £0 569m} There were no reversals or writedowns recogmised duning

the year

15. Other current finanaal assets

Trade and other receivables £000 £'000 £000 £000
Trade recevables 3,081 3,463 2,718 2,685
Less provision for impairment of trade receivables {301) (369) (301) {365}
Trade recewvables net 2,780 3,094 2,417 2,320
Other recevables 804 495 293 286
Prepayments and accrued income 249 162 265 154
Amounts owed by Group undertakings - - 4,135 2,999

3,333 3,751 7.110 5,759
Movement on the provision for imparment of trade receivables was as follows
As at 1 January 369 269 365 241
Release of provision for recewvables impairment (68) 124 (64) 124
Recervables written off during the year as uncollectable - {24) - -
As at 31 December 301 369 301 365
The table below shows an analysis of the ageing of trade recewvables which are past due but not impaired

£000 £:000 £000 £°000
Up to 60 days 885 978 755 797
60 — 90 days (24) 155 13 24
More than 90 days 330 81 61 (16}

1,19% 1,214 829 805
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15. Other current financial assets {continued)
Trade and other recervables (continued)

As at 31 December the provision against trade receivables was £0 301m (2010 0 369m) for the Group and £0 30im (2010 © 365m) for
the Company The ageing of the receivables impaired is as follows

Group Company

2011 2010 201 2010

£000 £'000 £000 £'000

Not overdue 100 115 100 15
Up to 60 days 126 156 125 155
60 — 90 days 80 79 78 78
More than 90 days 120 59 118 58
426 409 421 406

The directors consider that the carrying amounts of trade and other recewvables approximate to their fair value

Trade receivables are held in the following currencies

£000 £000 £000 £'000
US dollars 1,752 1,974 1,752 1,713
Canadian dollars 3 - 3 -
Ethiopian birr 363 425 - -
Euros 220 115 220 114
(B sterling 442 580 442 493

2,780 3,094 2,417 2,320
Cash and cash equivalents 1,142 1,307 471 29

Credit nisk

The Group’s credit risk Is attributable to its trade receivables The amounts presented in the balance sheet are net of allowances for
impaired receivables An allowance for impairment 15 made where there 1s an idenufied loss event which, based on previous experience,
is evidence of a reduction 10 the recoverability of the cash flows Where passible, the Group mitigates its credit risk by using credit
snsurance policies to insure its credit sales and as a result the reserve made for irrecoverable amounts s not material The maximum
exposure, representing trade and other recevables not covered by insurance, impaired, or due from government or similar institutions
was £0 394m (2010 £0 520m} Management carres out a review of trade recevables more than sixty days past due date and makes
provision for any debts which are considered to be impaired The Group does not hold any collateral as secunty However, the Group has
traded with a high proportion of its customers for several years and 15 expenenced in managing this nsk, resulting i low levels

of tmpairment
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16 Trade and other payables Group Company
2011 2010 2011 2010
£000 £000 £000 £'000
Trade payables 3,501 2,545 2,048 2,270
Other taxes and sotial security costs 218 425 214 288
Accruals and deferred income 1,756 1,670 1919 1,300
Other payables 429 955 330 413
Amounts owed to Group undertakings - - 2,394 3,442
5,904 5.595 6,905 7,713
The direciors consider that the carrying amounts of trade and other payables approximate to therr fair value
QOther payables in 2010 have been restated, as set out In note 1
17 Interest-beanng loans, borrowings and overdrafts - current
£7000 £000 £'000 £'000
Unsecured Loans 476 a1 - -
Secured Overdrafts 4,554 - 3.629 -
Loans 1,062 1,588 - 400
Obligations under finance leases - 23 - 23
6,092 2,022 3,629 423
18 Interest-bearing loans, borrowings and overdrafts - non-current
£000 £'000 £:000 £000
restated
Secured Loans - 2,291 - 1,500
- 2,291 - 1,500
Repayable as follows
Between one and two years by instalments - 2,29 - 1,500
- 2,29 - 1,500

The fair values of the Group’s foan and overdraft facilities are matenally the same as book value and they are secured by fixed and
floating charges aver the assets of the Group, principally property, plant and equipment, inventory and recewables Obligations under

finance leases are secured by the related asset

During the year the Company's fixed term loan was converted to an overdraft facility

Non-current interest-bearing loans, borrowings and overdrafts in 2010 have been restated, as set out tn note 1
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19 Obligations under {eases

Operating lease agreements where the Group is lessee
The Group has entered into commercial leases on certan properties, motor vehicles and items of machinery
Future aggregate minimum rentals payable under non-cancellable operating leases are as follows

Group Company

2011 2010 2011 2010
£000 £'000 £000 £'000
Not later than one year 265 244 265 244
After one year but not more than five years 7 125 7 125
272 369 272 369

Piant and machinery
Not later than one year 9 13 9 13
After one year but not more than five years 7 10 7 10
16 23 16 23

Property

Not later than one year 256 23 256 23
After one year but not more than five years - 15 - 115
256 346 256 346

Duning 2007 the Group entered into a sale and leaseback agreement for its Yeovil aperating faclity The lease is for a term of 10 years

following a six month rent free period The first rent review 15 in July 2012

The Group uses finance leases to acquire plant and machinery Future mimimum lease payments under finance leases and hire purchase

contracts are as follows

£°000 £000 £000 £'000
Future mimmum payments due
Not later than one year - 25 - 25
- 25 - 25
Less finance charges allocated to future penods - (2) - {2)
Present value of mimimum lease payments - 23 - 23
The present value of minimum lease payments 1s analysed as foliows
Not later than one year - 23 - 23
- 23 - 23

All lease obligations are denominated in sterling The fair value of the Group's lease obligations approximates their carrying amount

The Group’s obligations under finance teases are secured by the lessor's charge over the leased assets
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20 Deferred taxation

The Group has recognised and unrecognised deferred tax assets in respect of temporary diiferences and losses In accordance with the
requirements of I1AS12 the directors considered the potential utilisation of the deferred tax asset and have decided to recognise £2 005m
of the deferred tax asset in the current year in view of the Group’s continued profitability The Group has no deferred tax liabilities

Deferred tax assets Group Company
2011 2010 2011 2010
£000 £'000 £7000 £000

Deferred tax asset to be recovered after more than 12 months 1,723 1,000 2,000 1,000

Deferred tax asse1 to be recovered within 12 months 282 - - -
2,005 1,000 2,000 1,000

The movement on the deferred tax asset account during the period 15 as follows

£'000 £000 £000 £'000
At 1 January 1,000 - 1,000 -
Income Statement credit 1,005 1,000 1.000 1,000
At 31 Decemnber 2,005 1,000 2,000 1,000
The analysis of the deferred tax asset 1s as follows Group
Recogmised Tax losses Total
£'000 £000
At 1 fanuary 2010 - -
Income Statement credit 1,000 1,000
At 31 December 2010 1,000 1,000
Income Statement credit 1,005 1,000
At 31 December 2011 2,005 2,005

In addition the Group has £0 611m of unrecognised deferred tax assets in relation to tax fosses (2010 2 535m) and £0 521m in relation
to temporary uming differences (2010 £1 064m)

Company

Recognised Tax losses Total

£°000 £000
At 1 January 2010 - -
Income Statement credit 1,000 1,000
At 31 December 2010 1,000 1,000
In¢come Statement credit 1,000 1,000
At 31 December 2011 2,000 2,000

In addition the Company has £0 567m of unrecognised deferred tax assets in refation to tax losses (2010 £2 392m) and £0 517m in
relation to temporary timing differences (2010 £0 792m)
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21 Share caprtal

2011 2010
£000 £'000
Authorised
2,750,000,000 ordinary shares of 1p each 27,500 27,500
Issued and fully paid
At 1 January 4,331 4,298
Proceeds from shares issued in the year 79 33
At 31 December 4,410 4,331
Shares Shares
Number of ordinary shares of 1p each
At 1 January 433,136,128 429,836,129
Shares 1ssued In the year 7,913,332 3,299,999
At 31 December 441,049,460 433,136,128

The Company has one class of ordinary shares which carry no nght to fixed income

Share options

At 31 December 2011 directors and employees held 6,653,336 options to subscribe for shares (2010 14,566,668)
22 Reserves

The share premium account represents the difference between the 1ssue price and the nominal value of shares issued
The capital redemption reserve represents shares redeemed by the Company at various times

The capital reserve relates to goodwill arising on previous acquisitions written off directly to reserves

The retained earnings reserve represents the cumulative net gains and losses recognised in the Consolidated statement of
comprehensive Income

The translation reserve represents the cumulative net unrealised exchange loss arising from the transiation of foreign subsidianes

The revaluation reserve represents the revaluation of the buildings at ETSC, Pitiards Products Manufacturing and Pittards Global Sourcing
undertaken In December 2010 and 2011

The share options reserve represents the cost to the Company of the Matching Share Options issued to directors and employees
following the placing exercise in December 2009

The Pittards Employee Share Ownerstup Trust holds Pittards plc ordinary shares to meet potential obligattons under the restricted share
plan scheme Shares are held in trust until such time as they may be transferred to employees in accordance with the terms of the
scheme There are no further awards in the scheme which could vest in the particpants At 31 December 2011 the trust held a total of
951,328 shares (2010 951,328) with a market value at that date of £30,000 (2010 £27,000)
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23 Cash (used n} generated from operations Group Company
2011 2010 2011 2010
£'000 £000 £000 £000
restated
profit before taxation 2,758 2,934 1,862 1,554
Adjustments for
Depreciation of property, plant and equipment 752 759 434 445
Amortisation 106 99 100 99
Profit on sale of plant and equipment - )] - -
Bank and other interest charges 247 284 209 151
QOther non-cash items in income Statement (252) {12) (51) a7
Share based payments - 48 - 43
Dissalution of investments - - 1,096 -
Operating cash flows before movement in working capital 3,611 4,102 3,650 2,250
Movements in working capital {excluding exchange differences on consolidation)
Increase 1n inventories (4,195) {1,138) (2,305) (1,044}
Increase In recevables (197 (671) (1,351) (879)
Increase (decrease) in payables 369 1,108 {808) 779
Cash (used 1n) generated from operations {412) 3,401 (814) 1,106
24 Analysis of the changes in cash and cash equivalents and bank overdrafts
As at As at
1 January Exchange 31 December
2011 Cashflow movements 2011
Group £'000 £000 £°000 £'000
Cash at bank and in hand 1,307 (179) 14 1,142
Bank overdraft - (4,554) - (4,554)
1,307 {4,733) 14 {3.412)
Company
Cash at bank and in hand 29 391 51 471
Bank overdraft - (3,629 - (3,629)
29 (3.238) 51 {3.158)

25 Related party transactions

{2} Related party trading
Group

buring the year the Group did not enter Into any related party transacitons with related parties other than subsidiary undertakings

Company Number 102384




Pittards plc Annual Report & Accounts 2011 | 35

Notes to the consolidated accounts (continued)

25 Related party transactions (continued)

(a) Related party trading (continued}
Company
The following transactions with other Group undertakings took place durnng the year

Transactions with subsidiaries Company
2011 2010
Note £'000 £°000
Purchases on letter of credit or cash terms 8,757 7,234
Sales on CAD terms 2,462 620
Sales on other terms 63 52
Purchases on other terms 37 61

Pittards plc holds intercompany balances with vanous subsidiary companies, and settles expenses on behalf of these companies which are
charged to the intercompany accounts

There are no provisions for impaired debts relating to the amount of cutstanding intercompany balances

Amounts due from subsidiaries

Daines & Hathaway Limited - 427
Pittard Garnar Services Limited 3,779 2,572
Ethiopra Tannery Share Company 348 -
Pittards Global Sourang 8 -
15 4,135 2,999
Amounts due to subsidiaries
R&A Kohnstamm Limited (1,286) (1,286)
CW Pittard & Co Limited - (1,000}
Pittards Group Limited (30) (30)
Ethiopta Tannery Share Company {1,078) (1,126)
16 (2,394) (3,442)

(b) Transactions with directors
Disclosures required under 1AS24 regarding remuneration of key management personnel are covered by the Directors’ remuneration
disclosure in note 8 and interests in shares are disclosed in the Directors’ Report

26 Major shareholder

Browallia AB, a company incorporated and registered in Sweden, held 48 64% of the share capital of Pittards plc at year end
(214,529,872 shares} ks ultimate parent company is Peter Gyllenhammar AB

27 Financaal instruments

Financial risk factors

The Group’s activities expose It 1o a varniety of financial nsks market nsk (including currency nsk, interest rate nsk and price nsk), credit
nsk and hquidity nsk The Group's overall nsk management systems seek to minimise potential adverse effects on the Group’s financial
performance The Group uses dernvative financial instruments to mitigate s foreign currency exposure nsk where appropnate and also
credit insurance policies to mitigate its credit nisk

The board of directors has approved pohcies for the management of the nsks identified
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27 Finanaal instruments {(continued)

(3) Risk management policies

Foreign currency exchange rate risk

The Group operates internationally and 15 exposed to foreign exchange risk ansing from vanous currency exposures, pnmarnly with respect
1o US dollar, Euro and Ethiopian birr Foreign exchange nisk anses from future commercial transactions, recognised assets and liabilities
and net investments i foreign operations This sk 1s managed by the use of fixed contracts and options where applicable and the selling
of surplus US dollars

Approximately 93% {2010 91%) of the Group's revenue 1s from exports, with some 72% (2010 82%) in US dollars US dotlar based
raw material purchases amounted to 11% n 2011 (2010 22%), creating a partial natural hedge

Market risk includes the varability in sefling prices of hides and skins which are internationally traded commodities with no futures
markets The Group addresses this by buying forward to match anticipated revenues This risk was reduced by the purchase of ETSC
which buys a substantial proportion of the sheepskins sourced in Ethiopia

Interest rate risk
The Group mitigates its exposure to interest rate fluctuations by using fixed rates where possible and when it 1s felt to be beneficial and
the dectors would consider taking out an interest rate cap If this was felt to be benefical

Liquidtty risk

Borrowing facilities are monitored against the Group's forecast requirements and it 1s the Group’s policy to mitigate risk by staggering
the matunty of borrowings and by maintaining undrawn committed facihties, using overdrafts and medium term loans Regular cashflow
forecasts are prepared ic asses the adequacy of undrawn faciities and appropnate action te improve cashflow where necessary

Credrit risk

The Group 15 exposed to credit risk to the extent of non-payment by either its customers or the counterparties of its financial instruments
The Group utilises credit insurance policies to mitigate its nisk from its trading exposure or seeks secure terms or payment in advance |t
mitigates its financial exposure on financial instruments by only using instruments from banks and financal institutions with a minimum
rating of "A’

(b) Significant accounting policies

Detads of the significant accounting pohcies and methods adopted, including the critenia for recognition, the basis of measurement and
the basis on which income and expenses are recogmsed, in respect of each class of financial asset, financiai hability and equity instrument
are disclosed 1n note 1 to the financial statements

(c) Foreign currency risk management
The Group undertakes certam transactions denominated in foreign currencies, hence expasures to exchange rate fluctuations anse

The carmang amount of the Group's foreign currency denominated monetary assets and monetary labihities at the reporting date 15
as follows

Assets Liabilties Cash
2011 2010 2011 2010 2011 2010
£000 £'000 £'000 £:000 £'000 £°000
restated

Us doflar 1,752 1,971 (351) (1,789} 226 333
Euro 220 115 (206} (136} 94 116
Ethroptan birr 364 425 (3.681) (1,451) 494 1,212
Qther 3 - - (5) 84 (11}

2,339 2,511 (4,238) (3.381) 898 1,650
GBP 441 583 (5.359) (3,477) 244 {343)
Total 2,780 3,094 (9.593) {6.858) 1,142 1,307
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Notes to the consolidated accounts (continued)

27 Financial instruments (continued)

(d) Foreign currency sensitivity
As 72% (2010 82%:) of the Group's revenue 15 tn US dollars, the sensitivity analysis 1s only on the US dollar impact

The following table details the Group's sensitivity to a 10% change in pounds sterting against the US dollar 10% (s considered to be a
reasonable movement and also enables the users of the accounts to calculate other % movements The sensitivity analysis of the Group's
exposure to foreign currency nsk at the reporting date has been determined based on the change taking place at the beginning of the
financial year and held constant throughout the reporting period A positive number indicates an increase in profit or loss and ather
equity where pounds sterling decrease against the respective currency

Group 201 2010
£'000 £:000
Loss (1) (2,402) (1,423)

{) This 18 manly attributable to the exposure to outstanding US dollars recevables, payables and cash at the year end in the Group

{e) Forward foreign exchange contracts
It 1s the policy of the Group tc enter into forward foreign exchange contracts to manage the nsk associated with anticipated foreign |
currency sales and purchase transactions, when this 1s felt appropriate, however no such contracts were entered into in 2011 or 2010

(f) Liguidity and interest rate risk

1) Interest rate risk management

The Group 15 exposed to interest rate risk as it borrows funds at both fixed and floating interest rates The rnisk 1s managed by borrowing
where approprniate on fixed interest rates

1) Interest rate sensttivity

The sensitivity analysis has been determined on the exposure to interest rates at the reporting date and the stipulated change taking
place at the beginning of the year and held constant throughout the reporting period A 50 basis point has been apphed n the
sensitivity analysis

At the reporting date, «f interest rates had been 50 basis ponts higher and all other vanables were held constant, the Group’s net profit
would decrease by £0 036m (2010 £0 015m) This 1s attributable to the Group’s exposure to Interest rates on ris vanable borrowings

w1} Liguidity risk management

Ultimate responsibility for hquidity nsk management rests with the board of directors, which has built an appropnate iquidity nsk
management framework for the management of the Group’s short, medium and long-term funding and liquidity management
requirements The Group manages Iiquidity risk by mamntaining adequate banking and borrowing factlities by continuously monitoring
forecast with actual cash flows and matching profiles of financial assets and liabilities

) Liquidity and interest risk tables
The interest rate profile of the non-dervative financial labilities of the Group and 1ts contractual maturity as at 31 December 2011 and at
31 December 2010 and their weighted average effective interest rates are as follows

As at 31 December 2011

Group
Less than 3 months 1-2 25 Over
Fixed rate 3 months to 1 year years years S years Toal
£'000 £:000 £'000 £000 £'000 £'000
Other loans - - 476 - - 476

Floating rate

Bank overdrafts and loans 5,010 - - - - 5,010 ‘
Trade and other payables 383 - - - - 3,931
Other loans -~ 633 - - - 633
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Notes to the consolidated accounts (continued)

27 Financal instruments {continued)

f) Liquidity and interest rate risk (continued)
1v) Liquidity and interest risk tables {continued)

As at 31 December 2010 - restated

Group
Less than 3 months 1-2 2-5 Over
Fixed rate 3 months to 1 year years years S years Tota!
£°000 £'000 £°000 £°000 £'000 £'000
Other loans 4an 793 - - - 1,204
Obligations under finance leases - 23 - - - 23
Floating rate
Bank overdrafts and loans - 822 2,344 - - 3,166
Trade and other payables 3,500 - - - - 3.500
The Group has the following undrawn borrowing facilities
Group 2011 2010
£000 £'000
Floating rate
Expinng within one year 314 1,202
Expiring beyond one year - -
314 1,202

The facilities expiring within one year are subject to review at various dates in 2012

v} Capital risk management

The Group's objectives when managing capital are to safeguard the Group's alility to continue as a going concern in order to provide
returns for shareholders and benefits for other stakehclders and to maintain an optimal capital structure to reduce the cost of capital

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders, 1ssue new shares

or sell assets to reduce debt

Consistent with others in the industry, the Group monitors capital on the basis of the geanng ratio This ratio 15 calculated as net debt
dwvided by total capital Net debt 15 cakculated as total borrowings (including *current and non-current borrowings’ as shown in the
consolidated balance sheet) less cash and cash equivalents Total capital is calculated as ‘equity’ as shown in the consolidated

balance sheet

Durning 2011, the Group’s strategy was to maintamn the gearing ratio at an acceptable level, which is considered to be between 10% and
50% The geanng ratios at 31 December 2011 and 2010 were as follows

Group 2011 2010
£'000 £'000

restated

Tota! borrowings 6,092 4,313

Less cash and cash equivalents (1,142) (1.307)
Net debt 4,950 3,006
Total equity 15,978 11,601
Gearing ratio 31 0% 26 0%
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28 Investments 201 2010
£000 £000
At 1 January 1,891 1,841
Investment in Pittards Global Scurcing 53 50
Dissolution of CW Pittard & Co Ltd (1.000) -
Dissolution of Pittards Sales Ltd (6} _
Impairment of Daines & Hathaway Limited (90} - I
I
At 31 December 848 1,891 ,

The trading subsidiary undertakings whose results or financial position affect the figures in the consolidated financial statements are

Principal actmitses

Pittards Group Limited Dormant

Pittard Garnar Services Limited Consultancy and other related services to the
leather industry

Daines & Hathaway Limited Production of high quality leather goods

R&A Kohnstamm Ltd Parent company of Pittard Garnar Services Limited

Pittards Global Sourcing Private Production of quality leather garments

Limited Company
Ethiopia Tannery Share Company Leather production

Country of
Incorporation

United Kingdom
United Kingdom

United Kingdom
United Kingdom
Ethiopia

Ethiopsa

Pittards Products Manufacturing Production of quality leather gloves and leather goods Ethiopta

Functional
currency

£ sterling
f. sterling

f sterling
£ sterling

Ethiopian brrr

Ethiopian birr
Ethiopran birr

Prittards pic holds directly or indirectly all the 1ssued ordinary share capital and voting nghts of its pnnaipal trading subsichary undertakings
except for Pittards Global Sourcing Private Limited Company where 1t holds 60% of the capital and voting nghts

During the year Pittards plc deaded to dissolve and wind up 11ts investment in Pittards Sales Ltd and C W Pittard & Co Lid as these

substcharies had been dormant for many years

The assets and habdities of Daines & Hathaway Ltd were hived up to the parent company as at 31 December 2011 as 1t was felt there

was no need for this business to remarn a separate mited entity

During March 2011 Pittards Products Manufacturing commenced trading in the production of quality leather gloves and leather goods

Non-conschdated investments held

Non-consolidated

subsidiaries
2011 2010
£7000 £:000
15 2 |

29 Events after the reporting period

As a result of the transfer of more production to ETSC following the introduction of the ¢rust tanff in Ethiopia, the Company began an
exercise in January 2012 to reduce headcount at the Yeowl factory during March and April 2012 The costs of the exercise are expected

to be approximately £0 14m, representing the costs of redundancy
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Analysis of shareholders
as at 31 December 2011

Ordinary shares Number of Number of
holders % held shares held % held
Category
Individuals 1,517 99 15 399,518,444 90 58
Trust and investment companies 9 059 1,777,367 040
Pension funds 4 026 39,753,649 902
1,530 100 00 441,049,460 10000
Size of holding
Up to 999 shares 671 43 87 304,017 007
1,000 to 9,999 shares 559 3653 1,999,729 045
10,000 to 49,999 146 954 3,571,201 081
50,000 shares and aver 154 1006 435,174,513 98 67
1,530 100 00 441,049,460 100 00
Five year review
2011 2010 2009 2008 2007
£000 £000 £'000 £'000 £'000
restated
Revenue 38,194 36,086 24,617 26,785 28,853
Percentage outside UK 93% N% 88% N% 90%
Profit (loss) from operations before finance costs 3,050 3,297 3,042 (71) (1,783)
Prafit (loss) on ordinary activities before taxation 2,757 2,931 2,834 (367) {2.185)
Profit (less) on ordinary activities after taxation 3,637 3,662 2,824 (380) {2,185)
Dividends
Ordinary - - - - -
Equity attributable to owners of the parent 15,765 11,551 8,784 1,861 2,808
Earnings {loss) per ordinary share {basic) 083p 085p 124p (0 17p) {0 98p}
Dwidends per ordinary share - - - - -
Financial calendar
Annual General Meeting 9 May 2012
Announcement of half year results for 2012 September 2012

Payment of intenm dwvidend for 2012 (if declared) to shareholders registered on 12 October 2012

(ex dwidend date 10 October 2012}

Announcement of 2012 results
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7 November 2012

March 2013




