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Kadima Holdings Limuted
Directors’ report and consolidated financial statements

30 June 2011

Directors’ report
The directors present their directors’ report and financial statements for the year ended 30 June 2011
Principal activities
The principal activity of the Company 1s that of a holding company
Review of the business
The Group believes 1ts key performance indicators to be turnover and gross margin

2011 2010
Turnover £000 165,489 153,464
Gross margin % 18.0% 18 0%

During the year the Group made a profit before non-recurting ttems and tax of £1,879,060 (2014 £97,000 loss)
Non-recurring items totalled £2,429,000 (2010 £6,212,000 income) as detailed in note 3 The results for the year
are shown in the attached income statement on page 6

Financial instraments -

The management of the business and the execution of the Group's strategy are subject to a number of risks The
Group's objective 15 to maintain the constant availability of an appropnate amount of reasonably priced funding for
the Group's operational and strategic needs for the foreseeable future At the balance sheet date the Group had a
combined banking facility of £26 5 million (2010 £20 million) This facility 1s currently available until December
2011 The Group has also obtained support from related parties that they will not demand repayment of related
party loans until October 2012 at the earhest, see note 26

A significant proportion of the Group's purchase requirements are sourced in US dollars and forward exchange
contracts are utilised to mitigate 1ts risk of foreign exchange exposure

Proposed dividends

The directors do not recommend the payment of an ordinary or preference dividend (2010 £rul)

Directors

The directors who served during the year and subsequently are shown on page 1

Research and development

The Group has a continuous research and development programime, with the object of increasing the profitability of
its operattons Market research 1s carried out on many product lines and staff are encouraged to be mnovative 1n
developing products and processes In particular, the Group's product designers play a critical part in ensurning the
delivery of innovation to customers at competitive prices Total expenditure on research and development amounted
to £259,000 (2010 £182,000) duning the year
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Directors’ report (continued)

Employees

The Group's objective 1s to employ appropriately skilled people and provide them with an employment environment
in which they can maximise their contribution to the business It continues to place considerable importance at all
levels on training and development

Employees are encouraged to develop thewr careers across the group and are offered challenging employment
opportuntties The Group's policy 1s to encourage employment applications from all sections of the community,
including disabled people, and to support and assist the retention of disabled and other employees through training,
development and career progression

Pohtical and chantable donations

Chantable gifts of £5,471 (20/0 £3,000) were made during the year It is the Group's policy to concentrate its
support for charities on those causes which its employees and businesses consider to be the most relevant to them
No payments were made to any political party

Dhsclosure of information to auditors

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there 15 no relevant audit information of which the Company’s auditors are unaware, and each director has
taken all the steps that he ought to have taken as a director to make himself aware of any relevant audlt information
and to establish that the Company’s auditors are aware of that information

Auditors

Pursuant to Section 487 of the Compames Act 2006, the auditors will deemed to be reappointed and KPMG LLP
will therefore continue 1n office

By order of the board

D J Donnelly
Director 25 October 2011

[F%)
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Statement of directors’ responsibilities in respect of the directors’ report and the
financial statements

The directors are responsible for preparing the directors’ report and the group and parent company financial
statements 1n accordance with applicable law and regulations

Company law requires the directors to prepare group and parent company financial statements for each financial
year Under that law they are required to prepare the group financial statements in accordance with 1FRSs as
adopted by the EU and applicable law and have elected to prepare the parent company financial statements on the
same basis

Under company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the group and parent company and of their profit or loss for that period
In preparing each of the group and parent company financial statements, the directors are required to

¢ sclect suitable accounting policies and then apply them consistently,
e make judgments and estimates that are reasonable and prudent,
e state whether they have been prepared 1n accordance with IFRSs as adopted by the EU, and

* prepare the financial statements on the going concern basis unless 1t 1s nappropriate to presume that the group
and the parent company will continue in business

+

The directors are responsible for keeping adequate accounting records that are sufficient to show and explam the
" parent company’s transactions and disclose with reasonable accuracy-at any time the fi nancial posttion of the parent
company and enable them to ensure that 1ts financial statements comply with the Companies Act 2006 They have
general responsibility for taking such steps as are reascnably open to them to safeguard the assets of the group and
to prevent and detect fraud and other irregularities

Under applicable law and regulations, the directors are also responsible for preparing a Directors’ Report, Directors’
Remuneration Report and Corporate Governance Statement that comphes with that law and those regulations
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Independent auditors’ report to the members of Kadima Holdings Limited

We have audited the financial statements of Kadima Holdings Limited for the year ended 30 June 2011 set out on pages 6
to 37 The financial reporting framework that has been apphed in their preparation 1s applicable law and International
Financial Reportuing Standards (IFRSs) as adopted by the EU and, as regards the parent company financial statements, as
applied 1n accordance with the provisions of the Compames Act 2006

T'his report 1s made solely to the company s members, as a body, in accordance with Chapter 3 of Part 16 of the
Compantes Act 2006  Our audit work has been undertaken so that we might state to the company s members those
matters we are required to state to them 1n an auditors’ report and for no other purpose To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the company and the company s members, as a body,
for our audit work, for this report, or for the opinions we have formed

Respective responstbilities of directors and auditors

As explained more fully in the Directors Responsibilities Statement set out on page 4, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view  Our responsibility 1s to
audit, and express an opimon on, the financial statements in accordance with apphicable law and Intemational Standards on
Audiing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board's (APB’s) Ethical
Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 15 provided on the APB’s web-site at
www fre org uk/apb/scope/private cfin
Opmion on financial statements

[n our opiion

+ the financial statements give a true and fair view of the state of the group’s and of the parent company s affairs as at
30 June 2011 and of the group s loss for the year then ended,

» the group financial statements have been properly prepared in accordance with IFRSs as adopted by the EU, and

+ the financial statements have been prepared in accordance.with the requirements of the Companies Act 2006 and, as
regards the group financial statements, Article 4 of the IAS Regulation

Opmnion on other matters prescribed by the Companies Act 2006
In our opinion

s the part of the Directors Remuneration Report to be audited has been properly prepared in accordance with the
Compantes Act 2006, and

e  the information given in the Directors® Report for the financial year for which the financial statements are prepared 1s
consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following
Under the Companies Act 2006 we are required to report to you 1f, in our opmnion

= adequate accounting records have not been kept by the parent company, or retums adequate for our audit have not been
received from branches not visited by us, or

« the parent company financial statements and the part of the Directors’ Remuneration Report to be audited are not in
agreement with the accounting records and retumns, or

¢ certain disclosures of directors” remuneration specified by law are not made, or

¢ we have not received all the nformation and explanations we require for our audit

Phihp Charles (Semor Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor

Charrtered Accountanis 25 October 2011
St Nicholas House

Park Row

Nottingham  NGI1 6FQ
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Consolidated income statement
Jor the year ended 30 June 2011
Note 2011 2010
Non- Non-
Recurring  recurning  Reported Recurming TECUITing Reported
£000 £000 £000 £000 £000 £000
Revenue / 165,489 - 165,489 153,464 - 153,464
Cost of sales (135,638) - (135,638) (125,888) - (125,388)
Gross profit 29,851 - 24,851 27,576 - 27.576
Othet operating income 4 264 - 264 226 5 231
Distribution expenses {19,368) - (19,368) (19,300) (328) (19,628)
Administrative expenses (7,916) (2,594) (10,510) (7,972) (8,179) (16,151)
Operating (loss)/profit 1,3,45,6 2,831 (2,594) 237 530 (8,502) (7,972)
Financial income 1 3 - 3 129 - 129
Financial expenses 8 (955) - (933) (756) - {756)
Net financing expenses osn - - (952) {627 - (627)
Profit/(loss) before tax 1,879 (2,594) (715) onN (8,502) (8,599)
Taxation 2 (627y- - 165 (462) 1,942 2,290 4,232
Profit/(loss) from continuing
operations 1,252 (2,429 (1,177) 1,845 (6,212) (4,367)
Loss from discontinued 2
operations - - - (558) - (558)
Profit/(loss) after tax 1,252 (2,429) 1,177 1,287 (6,212) (4,925)

In both the current and preceding year, the company made no maternial acquisttions and had no discontinued

operations




Durectors

Consolidated statement of comprehensive income
Jfor the year ended 30 June 201 1

Loss for the year

Other comprehensive income
Foreign exchange translation differences

Other comprehensinve income for the year, net of tax

Total comprehensive income for the year

Kadima Holdings Linmtited
"report and consolidated financial statements

2011
£000

(1,177

(76)

(76)

(1,253)

30 June 2011

2010
£000

{4,925)

1,575

1,575

(3.350)




Statements of financial position
as at 30 June 2011

Non-current assets

[ntangible assets

Property, plant and equipment
Invesiments in subsidiaries
Other financial assets
Deferred tax asset

Current assets

Inventories

Irade and other receivables
Cash and cash equivalents

Total asscts

Current habilities

Bank overdrafi

Other interest-bearing loans and borrowings
Frade and other payable

Provisions b
Other financial Liabilities

Non-current habilities
Deferred tax hiabilities
Provisions

1 otal habihities

Net habihties

Equity

Share capital

Cash flow hedging reserve
Retaned earnings

Total equity

15

17

i4
21

22
22
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Group Company
2011 2010 2011 2010
£000 £000 £000 £000
65 63 - -
13,334 14,491 - -
- - 15374 15,374
1,222 2,584 1,222 2,584
6,825 7,701 20 -
21,446 24,841 16,616 17,958
24,761 19,983 - -
22,107 13,681 765 1,157
1,233 1,088 - -
48,101 34,752 765 1,157
69,547 59,593 17,381 19,115
(20,212) (12,113) - -
(17,189 {(17,189) (20,380) (20,059
(39.826) (35,7179 (5,431) (5,065)
(303) (704) - .
(197) (113) - -
(77,727 (65,898) (25,811} (25,124)
(3.310) (3,659) . .
(1,710) (1,983) - -
(5,020) (5,642) - -
(82,747) (71,540) (25,811) (25,124)
(13,200) (11,947) (8,430) (6,009)
3,025 3,025 3,025 3,025
(153) an - -
(16,072) (14,895) (11,455) {9,034)
(13,200) (11,947) (8,430) {6,009)

These financial statements were approved by the board of directors on 25 October 2011 and signed on 1ts behalf by

Director

Company registered number 05785821




Statement of changes in equity
Jor the year ended 30 June 2011

Group

Balance at 1 July 2009

Total comprehensive income for the year
Loss for the vear

Other comprehensive income
Effective portion of changes in fair value of
cash flow hedges

Total other comprehensive income

Total comprehensive income for the year
Disposal of minonity interest

Balance at 30 June 2010

Balance at 1 July 2010

lotal comprehensive income for the year
Profit for the year

Other comprehensive 1ncome
Effective portion of changes n fair value of
cash flow hedges

Total other comprehensive income
Total comprehensive income for the year

Balance at 30 June 2011

Kodima Holdings Limited

Dureciors’ report and consolidated financial statemenis

30 June 2011
Cash flow lotal

Share hedging Retained parcnt Minority Total

capital reserve earnings equity mterest equity

£000 £000 £000 £000 £000 £000
3,025 (1,652) (9,951} (8,578) (19) (8,597)
- - (4,925) (4,925) - (4,925.)

- 1,575 - 1,575 - 1,575

- 1,575 - 1,575 - 1,575
- 1,575 (4,925) (3,350) - (3.350)

- - (19 (19) 19 -
3,025 an (14,895) (11,947 - (11,947)
3,025 a7 (14,895) (11,947) - (11,947)
- - (1,177 (L177) - (1,177)
- (76) - {(76) - (76)
- (76) - (76) - 76
- (76) (1,177) {1,253) - (1,253)
3,025 (153) (16,072) (13,200) - (13,200)
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Statement of changes in equity
for the year ended 30 June 2011
Share Retained Total
capifal earnings equity
Company £000 £000 £000
Balance at 1 July 2009 3,025 (7,965) (4,940)
'l otal comprehensiy e income for the year
Loss for the year - (1,069) (1,069)
Total comprehensive income for the year - {1,069 {1,065
Balance at 30 June 2010 3,025 (9,034) (6,009)
Balance at 1 July 2010 3,025 (9,034) (6,009)
Total comprehensive income for the year
Loss for the year - (2,421) (2,421)
Total comprehensive income for the year - (2,421) (2,421)
Balance at 30 June 2011 3,025 (11,455) (8,430)

10




Cash flow statements
Sor the year ended 30 June 2011

Cash flows from operating activities
Loss for the year
Adyustments for
Depreciation, amortisation and impairment
Realised foreign exchange (loss)/gamn
Financial income
Finance expense
Loss/(gain) on sale of property, plant and equipment
laxation

Operating loss before changes in workung capital and

provistons

Decrease/(increase) in trade and other receivables
Decrease 1n inventones

(Decrease)/increase 1n trade and other payables
(Decrease)/1increase 1n provisions

Cash used 1n operations
Tax recewved/(paid)

Net cash used by operating activities

Cash flows from investing activities

Proceeds from sale of property, plant and equipment
Acquisition of mvestments

Interest recerved

Cash wflow through acquisitton of business
Acquisition of subsidianies

Acquisition of property, plant and equipment

Net cash from investing activities

Cash flows from financing activities
Proceeds from new loans

Repayment of loans

Interest paid

Payment of finance lease liabilities

Net cash from financing activities

Net movement 1n cash and cash equivalents
Cash and cash equivalents at 1 July

Cash and cash equivalents at 30 June

Kaduvma Holdings Limuted
Drrectors’ report and consohdaied financial statements

30 June 2011

Group Company
Note 2011 2010 2011 2010
£000 £000 £000 £000
(1,177) (4,925) (2,421) (1,070)
1,930 441 1,552 -
8 (436) - -
3 (129) - (226)
955 756 377 377
S0 92 - -
462 (4,232) {20) 45
2,231 (8,433) (512) (874)
(7,074) 15,540 392 (628)
(4,778) 2,452 - -
4,070 (14,082) 367 431
(674) (747) - -
(6,225) (1,270) 247 (1,071)
- 142 - -
(6,225) (1,128) 247 (1,071)
- 55 - -
(190) (160) (191) {100)
2 1 - -
- 1,803 - -
- (2,342) - (12)
10 (588) (760) - -
(776) (1,403) (191) (112)
- - 321 1,187
- 14) R -
(953) (448) 377 (3)
- (173) - -
(953) (635) (56) 1,182
(7,954) (3,166) - )]
(11,025) (7,859) - 1
17 (18,979) (11,025) - -
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Notes
(forming part of the financial statements)

1 Accounting policies
Kadima Holdings Limited (the "Company™} 1s a company incorporated in the UK

The group financial statements consohidate those of the Company and its subsidiaries (logether referred to as the
llGroup")

The parent company financial statements present information about the Company as a separate legal entity and not
about s group

Both the parent company financial statements and the group financial statements have been prepared and approved
by the directors in accordance with International Financial Reporting Standards as adopted by the EU ("Adopted
IFRSs") On publishing the parent company financial statements here together with the group financial statements,
the Company has taken advantage of the exemption in 5408 of the Companies Act 2006 not to present 1ts individual
mcome statement and related notes that form part of the approved financial statements

The accounting policies set out below have, unless otherwise stated, been apphed consistently to all periods
presented 1n these financial statements

The preparation of financial statements 1n conformity with Adopted IFRS requires management to make
judgements, estimates and assumptions that affect the application of pohcies and reported amounts of assets and
habilities, income and expenses The estimates and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under the circumstances, the resuits of which form the basis
of making the judgements about carrying value of assets and habilities that are not readily apparent from other
sources Actual results may differ from these estimates -

The estimates and underlying assumpticns are reviewed con an ongoing basis  Revisions te accounting estimates are
recogmsed wn the period 1in which the estimate 15 revised 1f the revision affects that period only, or in the period of
the revision and future periods 1f the revision affects both the current and future peniods

In relation to the Group's property, plant and equipment (note 10), useful economic iives and residual values have
been established using historical experience and an assessment of the nature of the assets involved The useful
ecanomic lives of the Group's intangible assets (note 11) have been established using commercial judgement and an
assessment of the nature of the assets involved The property related provisions (note 21) involves the utilisation of
judgements, estimates and assumptions 1n respect of the mdividual properties state of repair and lease status 1n 1ts
calculation

Going concern

The financial statements have been prepared on a going concern basis, notwithstanding that the Group has net
habilities of £13,200,000 (2010 £11,947,000) and the Company has net abihties of £8,430,000 (20/0 £6,009,000)
which the directors believe to be appropriate for the following reasons The Group has funding facilities of £26 5
mullion which are due for renewal 1n December 2011, further detadls of which are given n note 23 The directors
have reviewed cash flow projections which indicate that the Group can continue to operate within hmits consistent
with this facility for at least twelve months from the date of approval of these financial statements The forecasts
assume that amounts due to the Company's parent will not be called upon within twelve months of the date of
approval of these financial statements on the basis that there 15 no indication that the Company's parent will not
continue to provade the support necessary for the Group and Company to continue as a going concern

Measurement convention

The financial statements are prepared on the historical cost basis except that the following assets and habilities are
stated at their fair value denvative financial instruments Non-current assets are stated at the lower of carrying
amount and fair value less costs to sell

12
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Notes (continued)

1 Accounting policies (continued)
Basis of consolidation
Subsidiaries

Subsidiaries are entities controlled by the Group Control exists when the Group has the power, directly or
indirectly, to govern the financial and operating policies of an entity so as to obtam benefits from 1ts activities  In
assessing control, potential voting rights that are currently exercisable or convertible are taken into account The
financial statements of subsidianes are included in the consolidated financial statements from the date that control
commences until the date that control ceases

Foreign currency

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction

Monetary assets and habilities denominated win foreign currencies at the balance sheet date are translated at the

foreign exchange rate ruling at that date Foreign exchange differences arising on translation are recognised n the

income statement  Non-monetary assets and liabilites that are measured 1n terms of historical cost 1in a foreign

currency are translated using the exchange rate at the date of the transaction Non-monetary assets and habilities

denominated in*foreign currencies that arc stated at fair value are translated at foreign exchange rates rulingrat the
~ dates the fair value was determined -

' t
Classification of financial instruments issued by the Group

.

Followmg the adoption of IAS 32, financial mnstruments 1ssued by the Group are treated as equity to the extent that
they meet the following two conditions ’ y

(a) they include no contractual obligations upon the Company (or Group as the case may be) to deliver cash or
other financial assets or to exchange financial assets or financial habilities with ancther party under conditions
that are potentially unfavourable to the Company (or Group), and

(b) where the instrument will or may be settled in the Company's own equity nstruments, it 1s either a non-
denvative that includes no obhgation to deliver a vanable number of the Company's own equity mstruments or
1s a derivative that will be settled by the Company's exchanging a fixed amount of cash or other financial assets
for a fixed number of its own equity instruments

To the extent that this defimition 1s not met, the proceeds of i1ssue are classified as a financial liabihty Where the
nstrument so classified takes the legal form of the Company's own shares, the amounts presented in these financial
statements for called up share capital and share premum account exclude amounts 1n relation to those shares
Non-derivatve financial instruments
Non-derivative financial instruments comprise investments in equity and debt securities, trade and other receivables,
cash and cash equivalents, loans and borrowings, and trade and other payables

Trade and other recervables

Trade and other receivables are recognised mtially at fair value Subsequent to mtial recogmtion they are
measured at amortised cost using the effective interest method, less any impairment losses

Trade and other payables

Trade and other payables are recognised imtally at fair value Subsequent to mnitial recogmtion they are measured at
amortised cost using the effective interest method

Investments in debt and equity securifies

Other trade mmvestments are stated at amortised cost less impairment  Financtal instruments held for trading or
designated upon imtial recognition or at the 1AS 39 transition date 1if later are stated at fair value, with any resultant
gain or loss recogmsed n profit or loss

Investments 1n subsidiaries and associates are carried at cost less impairment in the parent company accounts

13
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Notes (continued)

1 Accounting policies (continued)
Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits Bank overdrafts that are repayvable on demand
and form an integral part of the Group's cash management are included as a component of cash and cash equivalents
for the purpose only of the cash flow statement

Interest-hearing borrowings

Interest-bearing borrowings are recognised mitially at fair value less attributable transactton costs Subsequent to
wnitral recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method, less
any impairment losses

Derrvanve financral instruments and hedging
Derwvative financial instruments

Dernivative financial instruments are recognised at fair value  The gain or loss on remeasurement to fair value 1s
recogmsed tmmediately in profit or loss However, where derivatives qualify for hedge accounting, recogmtion of

any resultant gain or loss depends on the nature of the item being hedged (see below) .

The fair value of forward exchange contracts 1s their quoted market price at the balance sheet date, being the present
value of the quoted forward price v

Cash floiv hedges -7

Where a denivative financial (nstrument 1s designated as a hedge of the varniability in cash flows of a recogmised asset
or hability, or a hughly probable forecast transaction, the effective part of any gain or loss on the derivative financial
mstrument 15 recogmised directly in the hedging reserve  Any ineffectve portion of the hedge 1s recognised
immediately 1n the income statement ) ,

For cash flow hedges the associated cumulative gamn or loss 1s removed from equity and recogmised in the income
statement n the same period or penods during which the hedged forecast transaction affects profit or loss

,
When a hedging instrument expires or 15 sold, terminated or exercised, or the entity revokes designation of the hedge
relationship but the hedged forecast transaction is still expected to occur, the cumulative gain or loss at that point
remains 1n equity and 1s recogmsed 1n accordance with the above policy when the transaction occurs  If the hedged
transaction 15 no longer expected to take place, the cumulative unrealised gain or loss recognised in equity 1s
recognsed in the income statement 1immediately

Property, plant and equipment
Property, plant and equipment are stated at cost / deemed cost less accumulated depreciation and impairment losses

Property has been revalued to 1ts fair value on acquisiion and 1s measured on the basis of deemed cost, being the
revalued amount at the date of that revaluation

Leases in which the Group assumes substantially all the risks and rewards of ownership of the leased asset are
classified as finance leases Where land and buildings are held under finance leases the accounting treatment of the
land 15 considered separately from that of the buildings Leased assets acquired by way of finance lease are stated at
an amount equal to the lower of their fair value and the present value of the mimimum lease payments at inception of
the lease, less accumulated depreciation and impairment losses Lease payments are accounted for as described
below

Depreciation 1s charged to the income statement on a straight-line basis over the estimated useful lives of each part
of an item of property, plant and equipment Land 1s not depreciated The estimated useful hives are as follows

Buildings 50 years
Plant and equipment 2 - 5 years

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date
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Notes (continued)

1 Accounting policies (continued)
Intangible assets and goodwill

All business combinations are accounted for by applymg the purchase method Goodwill represents amounts anising
on acqusition of subsidianes, associates and jointly controlled entities Goodwill represents the difference between
the cost of the acquisiton and the net farr value of the idenufiable assets, habliies and contingent habihties
acquired ldentifiable intangibles are those which can be sold separately or which arise from legal nghts regardless
of whether those nghts are separable

Goodwill 1s stated at cost less any accumulated impairment losses Goodwill 15 allocated to cash-generating units
and 15 not amortised but 15 tested annually for impairment In respect of equity accounted mvestees, the carrying
amount of goodwill 1s included in the carrying amount of the investment in the investee

Negative goodwill ansing on business combinations 1s recogmised immediately 1n the income statement

Research and development

Expenditure on research and development activities 1s recognised in the income statement as an expense as incurred

«Other intangible assets ‘

Other 1intangible assets that are acquired by the Group are stated at cost less accumulated amortisation and
impairment losses .

Amortisation >

Amortisation 1s charged to the income statement on a straight-line basis over the estimated useful lives of intangible
assets unless such lives are indefinite Intangible assets with an indefinite useful life and goodwill are systematically
tested for impairment at each balance sheet date  Other intangible assets are amortised from the date they are
available for use The estimated useful lives are as follows s

Brands 20 years

Inventories

»

Inventories are stated at the lower of cost and net realisable value Cost 1s based on the first-in first-out principle
and includes expenditure incurred in acquining the inventones and bringing them to their exssting location and
condition In the case of manufactured inventories and work o progress, cost ncludes an appropriate share of

" ‘overheads based on normal operating capacity

Impairment excluding inventories and deferred tax assets

The carrying amounts of the Group's assets are reviewed at each balance sheet date to determine whether there 1s
any indication of impairment, a financial asset 1s considered to be impaired 1f objective evidence indicates that one
or more events have bad a negative effect on the estumated future cash flows of that asset If any such indication
exists, the asset's recoverable amount 1s estimated

For goodwill, assets that have an mdefimte useful hife and intangible assets that are not yet available for use, the
recoverable amount 15 estimated at each balance sheet date

An impairment loss 1s recognised whenever the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount Impairment losses are recogmsed 1n the income statement

Employee benefits
Defined contribution plans

A defined contnbution plan is a post-employment benefit plan under which the Group or Company pays fixed
contributions 1nto a separate entity and will have no legal or constructive obligation to pay further amounts
Obligations for contributions to the defined contribution pension plan are recogmsed as an expense n the income
statement as incurred
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Notes (continued)

1 Accounting policies (conitnued)
Provisions

A prowvision 15 recognised n the balance sheet when the Group or Company has a present legal or constructive
obligation as a result of a past event, that can be rehably measured and 1t 1s probable that an outflow of economic
benefits will be required to settle the obhigation If the effect 1s matenal, provisions are determined by discounting
the expected future cash flows at a pre-tax rate that reflects the nsks specific to the hability

Revenue

Revenue 1s measured at the fair value of the consideration received or receivable and represents amounts receivable
for goods and services provided in the normal course of business, net of discounts, VAT and other sales related
taxes

Sales of goods are recognised when the Group has transferred the significant risks and rewards of ownership of the
goods to the buyer, the amount of revenue can be measured reliably and 1t 1s probable that the economic benefits of
the transaction will flow to the Group

Expenses

Operating lease payments

]

Payments made under operating leases are recognised 1n the income statement on a straight-line basis over the term
of the lease Lease incentives recetved are recognised in the income statement as an, integral part of the total lease
expense

Finance lease payments

Mimmum lease payments are apportioned between the finance-charge and the reduction of the outstanding hiability
The finance charge 15 allocated to each period during the lease term so as to produce a constant periodic rate of
interest on the remaining balance of the hability

Financing income and expenses

Financing expenses comprise interest payable, finance charges on shares classified as hhabilimes and finance leases,
unwinding of the discount on prowvisions, and net foreign exchange losses that are recogmised in the income
statement (see foreign currency accounting policy) Financing mcome comprise interest receivable on funds
invested, dividend income, and net foreign exchange gains

Interest income and interest payable 1s recognised 1n the income statement as 1t accrues, using the effective interest
method

Dividend income 1s recognised m the income statement on the date the entity's night to receive payments 1s
estabhshed

Foreign currency gains and losses are reported on a net basis
Taxation

Tax on the profit or loss for the period comprises current and deferred tax Tax 15 recogmsed wn the 1ncome
statement except to the extent that it relates to items recognised directly in equity, in which case 1t 15 recognised in
equity

Current tax 1s the expected tax payable on the taxable income for the year, using tax rates enacted or substantively
enacted at the balance sheet date, and any adjustment to tax payable 1n respect of previous years

Deferred tax 1s provided on temporary differences between the carrying amounts of assets and habihties for
financial reporting purposes and the amounts used for taxation purposes The following temporary differences are
not provided for the imtial recogmition of goodwill, the 1mitial recogmtion of assets or habilities that affect neither
accounting nor taxable profit other than in a business combination, and differences relating to investments 1n
subsidiaries to the extent that they will probably not reverse in the foreseeable future The amount of deferred tax
provided 1s based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities,
ustng tax rates enacted or substantively enacted at the balance sheet date
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Notes (continued)

1 Accounting policies {conftnued)
Taxation {continued)

A deferred tax asset 1s recogmsed only to the extent that 11 1s probable that future taxable profits will be available
against which the asset can be utilised

Non-current assets held for sale and discontinued operations

A discontinued operation 1s a component of the Croup's business that represents a separate major line of business or
geographical area of operations or 15 a subsidiary acquired exclusively with a view to resale, that has been disposed
of, has been abandoned or that meets the criteria to be classified as held for sale

Discontinued operations are presented on a separate hine in the income statement (1ncluding the comparative period)
as a post tax profit or loss of the discontinued operation and the post tax gain or loss recogmsed on the
remeasurement 1o fair value less costs to sell or on disposal of the assets/disposal groups constituting discontinued
operations

Adoption of new standards
In the current year, the Group has adopted the following new standards and interpretations

e IFRS 3 Business combinations (revised) and consequential amendments to IAS 27 “‘Consolidated and separate
financial statements’ ‘

There are no new standards, amendments to standards or interpretations that fhust be applied for the first trme 1n the
year ended 30 June 201 1or that are available for early adoption that are relevant to the Group or Company

2 Discontinued operations

On 2 March 2010 Nylatex Limited went into hiquidation and as a result the Group disposed of 1ts controlhing interest
in this subsidiary During the year ended 30 June 2010 a profit of £135,000 was recogmised n respect of the
disposal process and the trading results of Nylatex Limited, this was included 1n the loss from discontinued
operations

3 Non-recurring items
2011 2010
£000 £000
During the year the group mcurred significant one-off items as detailed below
Gain on disposal of formerly jomtly controlled entity - 5
Restructuring costs - 327
Impairment of receivables due from related parties 1,042 8,180
Impairment of financial assets (note 13) 1,552 -
Net gain on disposal of property, plant and equipment on sale and leascback - (2,290)
2,594 6,212

The related party debt charges are the impairment of receivables and other costs relating to a supphier which filed for
hiquidation and closed its premises in November 2010
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4 Other operating income
2011
£000
Rent receivable 122
Gain on disposal of former jointly owned entity -
Sundry income 142
264
5 Expenses and auditors remuneration
2011
£000
Included 1n profitfloss are the following
Restructuring costs expenses as incurred - included in administrative expenses -
- ncluded in distribution expenses -
Research and development expensed as incurred 259
Exchange differences recogmsed as mcome : -
Inventories - cost of inventories recogmsed as an expense 113,912
Depreciatson of property, plant and equipment . 378
Net loss on disposal of property, plant and equipment * 50
Amortisation of intangible assets ' -
Impairment loss on goodwill -
Amounts payable under operating leases - property 1,774
- plant and equipment 928

Audttors’ remuneration .

Audst of these financial statements 10
Disclosure below based on amounts receiwvable in respect of the services to the Company and

11s subsidianes

Amounts receivable by auditors and their associates in respect of

Audit of financial statements of subsidianies pursuant to legislation 87
Other services relating to taxation 73
All other services 8

30 June 2011

2010
£000

160

66

251

2010
£000

n
328
182
(46)
126,193
441
26

478
663

10
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6 Staff numbers and costs

The average number of persons employed by the Group (including directors) during the year, analysed by category,
was as follows

Number of employ ces Number of employees
Group Company
2011 2010 2011 2010
Manufacturing and production 407 411 - -
Selling distnibution and administration 371 437 - -
778 848 - -

The aggregate payroll costs of these persons were as follows

Group Company

2011 2010 2011 2010
£000 £000 £000 £000
Wages and salanes 19,408 18.215 - -
Social secunity costs ‘1,798 1,640 - -
Contributions to defined contribution plans ¥ 1,183 1,159 - -
N 22,389 21,014 - -

7 Directors’ emoluments T . -
2011 2010
£000 £000
Directors’ emoluments 741 251
Company contributions to maney purchase penswon plans 77 5
Amounts paid to third parties in respect of directors services 127 138

Emoluments to the highest paid director were £215,000 (2010 £276,000), and company pension contributions of
£ml (2010 £ril) were made to a money purchase scheme on his behalf
Number of directors

2011 2010
Retirement benefits are accruing to the following number of directors under
Money purchase pension schemes 4 1
8 Finance income and expenses

201t 2010

£000 £000
Interest income 3 83
Net foreign exchange profit - 46
Financial mmcome 3 129
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Notes (continued)
8 Finance income and expenses (continued)
2011 2010
£000 £000
Borrowing costs 578 110
[nterest expense payable to related parties 377 377
Bank interest expense - 269
Fnancial expenses 955 756
9 Taxation
Recognised in income statement
2011 2010
£000 £000
Current tax expense
Group rehef surrender - (168)
Adjustments for prior years (65) 18
’ (6%) (150)
Deferred tax expense
Accelerated capital ailowances 29 16
Ongin and reversal of timing differences 142 95
Tax losses recogmsed/(utilised) 166 (4,099)
Capital gans - (94)
Adjustments for prior years - 15 -
Changes in deferred tax rates 175 -
527 (4,082)
[otal tax 1n income statement (2070 excluding tax on discontinued aperation of £693,000) 462 {4,232)
Total tax charge/(credit) 462 (4,232)
Reconciitation of effective tax rate
2011 2010
£000 £000
[.oss before tax (715) (8,599)
Tax using the UK corporation tax rate of 27 5% (2010 28%) (197) (2,408)
Non-deductible expenses 538 (484)
Transfer pricing adjustments (] 1
Tax exempt revenues - (i19)
Research and development 9% (1)
Prior year deferred tax movement 15 (1,064)
Deferred tax assets not recognised - (700)
Unrelieved tax losses - 677
Group relief surrender - {168)
Change 1n deferred tax rates 175 -
Other tmung differences - 26
Prior year adjustrent to corporation tax (65) 13
Total tax expense 462 (4,232)
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10 Property, plant and equipment — Group
Land and Plant and Under
buildings equipment construction Total
£000 £000 £000 £000
Cost
Balance at 1 July 2009 14,430 2,242 - 16,672
Acquisitions through business combinations - 523 - 523
Other acquisitions - 4 736 760
Disposals - (1,636) - {1,636)
Balance at 30 June 2010 14,430 1,133 756 16,319
Balance at 1 July 2010 14,430 1,133 756 16,319
Acquisihons - 33 555 588
Disposals - (613) (756) (1,369)
Balance at 30 June 2011 14,430 353 353 15,538
Accumulated deprecration '
Balance at | July 2009 ) (1,029) (1,423) - (2,452)
Acquisitions through business combinations - {424) - (424)
Depreciation charge tor the year (334) (107) - (441)
Disposals - 1,489 - 1,489
Balance at 30 June 2010 (1,363) (465) - (1,828)
Balance at 1 July 2010 (1,363) (465) - (1,828)
Acquisthions through business combinations - - - .
Depreciation charge for the year (334) (44) - {(378)
Disposals - 2 - 2
Balance at 30 June 2011 (1 697) (507) - (2,204)
Net book value
At 30 June 2010 13,067 668 756 14,491
At 30 June 2011 12,733 46 555 13,334

.

Leased plant and machinery
At 30 June 2010 the net carrying amount of leased plant and machinery was £ml (2010 £ml)
Securtty

The net book value of the freehold land and buildings at 30 June 2010 includes £5,309,000 (2010 £5,386,000) in
respect of one (2010 one) property that 1s held as secunty under the terms of the Group's banking facilities
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11 Intangible assets — Group

Cost
Balance at 1 July 2009
Acquusitions through business combinations

Balanice at 30 June 2010

Batance at | July 2010
Acquisitions through business combinations

Balance at 30 June 2011

Amorusation and imparrment
Balance at 1 July 2009
Impairment charge

Balance at 30 June 2010

Balance at 1 July 2010
Impairment charge

Balance at 30 June 2011

Net book value
At 30 June 2010

At 30 June 2011

Kadima Holdings Linuted
Directors’ report and consolidated financial statements
30 June 2011

Goodwill
£000

(15.979)
65

(15.914)
(£5,914)
(15 914)
15,979

15,979

' 15979
15,979

65

65

22




Kadima Holdings Limuted

Directors’ report and consolidated financial statements

Notes (continued)

12 Investment 1n subsidiaries and jointly controited entities

Shares in Group undertakings — Company

Cost

Balance at 1 July 2009

Acquisttrons through business combimnations
Disposals

Balance at 30 June 2010

Balance at 1 July 2010
Acquisitions through business combinations
Disposals

Balance at 30 June 2011

Provisions for impairment
Balance at | July 2009
Dhisposals

Balance at 30 June 2010

Balance at 1 July 2010
Disposals

Balance at 30 June 2011

Net book value
At 30 June 2010

At 30 June 2011

30 June 2011

£000

13,320
2,342
(288)

15,374

15,374

15,374

(288)
288

15374

15,374

15,374

The Group and Company have the following investments 1n subsidiaries and jointly controlled entities

Country of
Group mmcorporation  Business activity
Subsidiaries
Clutsom Penn International Limited England Dormant

Ownership
2011 2010

100% 100%
100% 100%
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12 Investments in subsidiaries and jointly controlled venture (continued)
Country of Class of Ownership

Company mcorporation  Business activity shares held 2011 2010

Subsidiaries

CUK Clothing Limited England Textile supplier Ordinary 100% 100%
Preference 100% 100%

Kadima Properties (UK) Limited England Property management Ordinary 100% 100%

Courtaulds (Footwear) Limited England Footwear retailer Ordmary 100% 100%

Courtaulds Brands Limited England Dormant Ordinary 100% 100%

Advanced Textiles Limited England Textile suppliers Ordinary 100% 100%

The consideration for the additional shares 1n subsidiary undertakings was satisfied through inter group balances

13 Other financial assets
Group Company
2011 2010 2011 2010
£000 £000 £000 £000
Non-current '
Other investment 1,222 2,584 1,222 2,584

The other investment 15 in Lilestone Holdings Limited and an amount of £190,000 was invested during the year
The directors have carried out an imparrment review at 30 June 2011 and have recorded an impairment of
£1,552,000 1n the income statement to reflect their best estimate of the investment’s recoverable amount

14 Deferred tax assets and habuhities -~ Group

Recogmised deferred tax assets and liabilifies -
Assets Liabihties Net

2011 2011 2611
£000 £000 £000
Deferred tax assets and habilities are attributable to the following t
Property - 3,310 3,310
Plant and equipment (10) - (10)
Other short term temporary differences (466) , - (466)
Tax value of loss carry-forwards {6,369) - {6,369)
Net tax (assets)/habihties (6,825) 3,310 {3,513)
Assets Liabihities Net
2010 2010 2010
£000 £000 £000
Deferred tax assets and habilities are autributable to the jollowing
Property - 3,659 3,659
Plant and equipment (26) - (26)
Other short term temporary differences 622) - (622)
Tax value of loss carry-forwards (7.053) - (7,053)
Net tax {assets)/habilities (7,701) 3,659 (4.042)

The potential deferred tax asset arising from trading losses of £24,494, 579 (2010 £25,189,000) has been recognised
on the basis that there 1s sufficient evidence that these losses might reasonably be anticipated to be used within the
foreseeable future against future taxable profits
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14 Deferred tax assets and habilities — Group (continued)
Factors that may affect future tax charges

The 2011 Budget on 23 March 2011 announced that the UK corporation tax rate will reduce to 23% over a period of
4 years from 2011 The first reduction in the UK corporation tax rate from 28% to 27% (effective from 1 April
2011) was substantively enacted on 20 July 2010, and further reductions to 26% (effective from 1 April 2011) and
25% (effective from | April 2012) were substantively enacted on 29 March 2011 and 5 July 2011 respecuvely It
has not yet been possible to quantify the full anticipated effect of the announced further 2% rate reduction, although
this will further reduce the company’s future current tax charge and reduce the company’s deferred tax asset
accordingly

Movement in deferred tax during the year

Recogmsed
1 July 2010 mmeome 30 June 2011
£000 £000 £000
Property 3,659 (349) 3,310
Plant and equipment (26) 15 (in
Other short term temporary differences (622) 176 (446)
[ax value of loss carry-forwards (7,053) 685 {6,368)

(4,042) 527 (3519)

During the year the Company recogmsed a credit in the income statement of £20,000 in respect of tax losses
recongised

15 inventories
Group Company

2011 2010 2011 2010
£000 £000 £000 £000
Raw materials and consumables 1,273 675 - -
Work 1n progress 958 889 - -
Finished guods 22,530 18,419 - ! -
24,761 19,983 - -

25




Kadima Holdings Linuted
Directors’ report and consolidated financial statemenis

30 June 201}
Notes (continued)
16 Trade and other receivables
Group Company

2011 2010 2011 2010
£000 £000 £000 £000
Trade recervables due from related parties {note 26) 154 22 - -
Other trade recervables 19,110 10,874 - -
Other recervables due from related parties {note 26) 1,219 692 760 871
Other recetvables 86 441 5 96
Interest receivable - 190 - 150
Prepayments and accrued income 1,519 1,462 - -
Corpaoration tax 28 - - -
22,107 13,681 765 1,157

Provisions for umpairment of receivables are estimated by Group management based on prior experience and their
assessment of the current economic environment

At the balance sheet dates part of the Group's banking facilities were secured on other trade receivables

17 Cash and cash equivalents/bank overdraft .
Group Company
2011 2010 2011 2010
£000 £000 £000 £000
Cash and cash equivalents per balance sheet 1,233 1,088 - - -
Bank overdrafts (20,212) (12,113) - - -
Cash and cash equnivalents per cash flow statement (18,979) (11,025) - -

Details of the Company’s banking facilities are given in note 20

§
18 Other inter-bearing loan and borrowings

This note provides information about the contractual terms of the Group and Company's interest-bearing loans and
borowings  For more mformation about the Group and Company's exposure to mterest rate and foreign currency
risk, see note 23

Group Company

2011 20190 2011 2010
£000 £000 £000 £000

Current liabiities
Loans from parent 6,025 6,025 6,025 6,025
Loans from parent — non-nterest bearing 2,546 2,546 2,546 2,546
Loans from subsidiary— non-interest beanng - - 3,191 2,370
Loans from other related parties — non-mterest beanng 8,618 8.618 8,618 8.618
Current portion of finance lease habilities - - - -
17,189 17,189 20,380 20,059
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19 Trade and other payables
Group Company
2011 2010 2011 2010
£000 £000 £000 £000
Trade payables due to related parties (note 26) 11,551 8,421 - -
Other trade payables 9,244 9,929 - -
Non-trade payables due to related parties (notc 26) 4,087 4,460 3,862 3,863
Other non-trade payable and accrued expenses 13,427 11,828 52 61
Interest payable (note 26) 1,517 1,141 1,517 1,141
39,826 35,779 5,431 5,065
20 Employee henefits

Defined contribution plans

The Group operates two defined contribution pension plans and the total expense relating to the plans in the current
year was £1,182,496 (2010 £1,210,000) i

21 Provisions - Group
Property
related  Restructuring I'otal
£000 £000 £000
Balance at 1 July 2010 2,385 - 302 2,687
Amounts ansing from acquisitions of trade and assets - - -
Provisions made during the year - - -
Provisions uscd during the year {428) (246) (674)
Balance at 30 June 2011 1,957 56 2,013
Non-current 1,710 - 1,710
Current 247 56 303
1,957 56 2,013

Property related provisions compnse of dilapidation and onerous lease costs on leased premises The onerous lease
provision 1s calculated in accordance with the terms of the lease and sub lease agreements tn place on the respective
properties assuming the property utilisation and rental status remains consistent The Group has commstments under
onerous leases the latest of which expire in December 2023

The dilapidation provision 15 assessed by Group management using their experience and commercial judgement on
an individual properly basis by reference to its current state of repair and specific lease requirements, assuming
payment will be due at the expiration of the leases

The restructuring provision relates to severance costs for which the Company was demonstrably commutted at the
year end
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22 Capital and reserves
2011 2010
£000 £000
Allotted called up and fully paid
2,819,000 6 25% non-cumulative redeemable preference shares ot £1 each 2,819 2,819
206,000 ordinary shares of £1 each 206 206
3,025 3,025

The holders of the ordinary shares are entitled to receive dividends as declared from time to time and are entitled to
one vote per share at meetings of the Company

The preference shares are entitled to a non-cumulative dividend of 6§ 25% payable on a half yearly basis at the
discretion of the directors They have no other rights to participate n the profits of the Company The preference
shares are redeemable at par at the discretion of the directors The directors may at any time convert the preference
shares into the same number of fully paid ordinary shares by giving notice to the preference sharecholders The
preference share dividends have been waived in the current and proceeding years

Cash flow hedging reserve

The hedging reserve compnses the effective portion of the cumulative net change n the fair value of cash flow
hedging instruments related to hedged transactions that have not yet occurred

23 Financial instruments

(a) Fair values of financial instruments

Trade and other recervables

The far value of trade and other recervables, 1s estimated as the present value of future cash flows, discounted at the
market rate of interest at the balance sheet date 1f the effect 1s maternial

Trade and other payables

The fair value of trade and other payables 15 estimated as the present value of future cash flows, discounted at the
market rate of interest at the balance sheet date 1f the effect 1s matenal

Cash and cash equivalents

The fair value of cash and cash equivalents 15 estimated as 1ts carrying amount where the cash 1s repayable on
demand Where 1t 15 not repayable on demand then the fair value 15 estimated at the present value of future cash
flows, discounted at the market rate of interest at the balance sheet date

Interest-bearing borrowings

Fair value, which after tmtial recognition 1s determined for disclosure purposes only, 15 calculated based on the
present value of future principal and interest cash flows, discounted at the market rate of interest at the balance sheet
date

Dervative financial instruments

The fair value of forward exchange contracts 15 based on their isted market price, 1f available If a listed market
price 15 not available, then fair value 1s estimated by discounting the difference between the contractual forward
price and the current forward price for the residual maturity of the contract using a risk-free interest rate (based on
government bonds)

IAS 39 categories and fair values

The fair values of financial assets and habilities are not materally different to the carrying values shown in the
balance sheet
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23 Financial instruments (continued)
(b) Credit risk
Financial risk management

Credit risk 1s the nisk of financial loss to the Group 1f a customer or counterparty to a financial instrument fails to
meet 1ts contractual obhigations, and anses principally from the Group's receivables from customers and related
parties

Group

Management has credit policies in place to manage nisk and to momtor exposure to risk on an ongoing basis These
nclude the use of customer credit limits based on third party credit reports and where appropriate credit insurance 1s
taken on specific customers

Company
The Company has no trade receivables
Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure Therefore, the maximum exposure
to credit risk at the balance sheet date was £20,495,000 (2010 £11,985,000) being the total carrying amount of trade
receivables and cash and cash equivalents

Trade receivables from related parties amounted to £154,000 being 0 8% of total trade receivables at 30 June 2011
(2010 £22,000/0 226}

The Group's external customer base predomunantly comprises UK retailers with a number of significant individual
customers At 30 June 2010 the largest single customer balance amounted to £7,931,000 (2010 £5,594,000) and the
top six customers accounted for 99,6% (2010 81 5%) of non related trade receivables

Credit quality of financial assets and impairment losses

The ageing of the trade recervables including related parties at the balance sheet date was

Gross Impairment Gross Impatrment

2011 2011 2010 2010

£000 £000 £000 £000
Not past due 16,637 - 9,085 3G7
Past due 1-30 days 1,940 1 1,918 677
Past due 31-60 days 601 - 326 12
More than 61 days 266 181 7.936 7,717
19,444 182 19,265 8,369

=

Credit quality of financial assets and impairment losses (continued)

The ageing of the trade receivables excluding related parties at the balance sheet date was

Gross Impairment Gross Imparrment

2011 2011 2010 2010

£000 £000 £000 £000

Not past due 16,567 - 9,252 31
Past due 1-30 days 1,916 1 1,316 76
Past due 31-60 days 583 - 207 12
More than 61 days 226 181 288 70
19,292 182 11,063 189
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23 Financial wmstruments (continued)

The movement in the allowance doe impairment in respect of trade receivables during the year was as follows

Group 2011 2010

£000 £000
Balance at 1 July 189 139
Impairment loss charged (M 50
Balance at 30 June 182 139

The allowance account for trade receivables is used to record impairment losses unless the Group 1s satisfied that no
recovery of the amount owing 1s possible, at that point the amounts considered urecoverable are wnitten off against
the trade receivables directly

(c) Liquiduty risk

Financial risk management

Liguidity nisk 1s the risk that the Group will I;Ot be able to meet'1ts financial obhigations as they fall due
Group and Company

At the balance sheet date the Group had available a £26 5 million banking facility renewable 1n December 2011
This 1s a working capital facility of which £19 5 muilhion 1s secured on certam ftrade receivables and £7 million
secured on nventories on which interest rates of between 1 7% and 4 2% were payable at the year end A foreign
currency forward contract facility of £4 6 million in total 1s available to the Group and this 1s secured on a group
company's freehold property and an all monies guarantee

The Group'’s Treasury department monitors the forecast cash positton on a regular basis to ensure the Group can
operate within the banking facilities available

Liquidity nsk- Group

The following are the contractual matunities of financial habihities, mcluding estimated nterest payments and
excluding the effect of netting agreements

20t1 2010
Carrying Contractual Carrying Contractual
amount cash flows amount cash flows
£000 £060 £000 £000
Non-dervate financial iabilities
Bank overdrafts (20,212) (20,212) (12,113) (12,113)
Finance lease habilities - -
Trade payables (20,788) (20,788) (18,350) (18,350)
Dernative financial instruments
Forward foreign exchange contracts used for hedging
outflow — giving nse to financial habilities in the balance
sheet o 27,434 (113) 17,069

(41,197) (13,566) (30,576) (13,394)

The contractual cash flows under the forward exchange contracts shown n the table above all mature within one
year of the balance sheet and are expected to affect the profit or loss 1n the same period The finance lease habilities
mature within one to five years

Liquidity nsk - Company The Company has no financial habilities with contractual maturity dates
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23 Financ:al instruments (continued)
(d) Cash flow hedges
Cash flow hedges - Group

The Group hedges foreign exchange risk by the use of forward currency contracts The cash flows in respect of the
mstruments are disclosed in the table above

Cash flow hedges - Company

As the Company has no forward exchange exposure cash flow hedges are not utilised
{e} Market risk

Financial risk management

Market risk 15 the risk that changes 1n market prices, such as foreign exchange rates, interest rates and equity prices
will affect the Group's income or the value of its holding of financial instruments

Group

The Group's principal market risk exposure relates to tts sourcing of over 50% of 1ts goods for resale from overseas
supplhiers which are priced in US dollars  Accordingly the Group 1s exposed to fluctuations in the US dollar
exchange rate

In order to mutigate this foretgn currency rate risk the Group enters into foreign exchange contracts based on the
forecast schedule of deliveries for 1ts products The Group does not enter into forward exchange contracts with a
maturity greater than a year and aims not to hedge more than 65% of the forecast dollar requirement

The Group has a natural hedge against the Euro, its Euro receipts and payments generally equating, therefore no
Euro forward exchange contracts are entered into

Company
As a holding company, the Company has limited market risk
Foreign currency risk

Group .

The Group's exposure to foreign currency risk 1s as follows This 1s based on the carrying amount for monetary
financial mstruments except denvatives when 1t ts based on notional amounts

30 June 2011

Euro US Dollar Other Total

£000 £000 £000 £009
Cash and cash equivalents 24 (2,812) - (2,788)

Trade receivables 1,024 4,197 - 5,221
[rade payables (670) (10,146) (1) (10,817)
Net exposure 378 (8,761) (1) (8,384)
Forward exchange contracts - (27,434) - (27,434)
—
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23 Financial instruments (continued}
{e} Murket risk (continued)
30 June 2010

Euro US Doilar Other Total

£000 £0600 £000 £000
Cash and cash equivalents 268 (608) - (340)
Trade receivables 639 1,001 - 1,640
Trade payables (699) (7,685) (D (8,385)
Net exposure 208 {7,292) (1) (7,085)
Forward exchange contracis (133) (18,976) - (19 109)
Company
The Company has limited exposure to foreign currency risk
Sensttivity analysis
Group

A 1% weakemng of the following currencies apainst the pound sterling at 30 June would have increased/(decreased)
equity and profit or loss by the amounts shown below

Equity Profit or loss
. 2011 2010 2011 2010
£000 £000 £000 £000
Euro ’ - - 4 -
US Dollar 185 89 6 3

Sensitivity analysis (continted)

A 1% strengthening of the following currencies against the pound sterling at 30 June would have increased/
(decreased) equuty and profit or loss by the amounts shown below

Equity Profit or loss
2011 2010 2011 2010
£000 £000 £000 £000
LCuro - (1) 3) ¢)]
US Dollar (181) 92 (8) 2

_— = @ ==

The above calculations assume that the change occurred at the balance sheet date and had been applied to nisk
exposures existing at that date  This analysis assumes that all other vanables, m particular other exchange rates and
interest rates, remain constant
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23 Financial mstruments (continued)
(e} Market risk (continued)
Interest rate risk

Profile

At the balance sheet date the interest rate profile of the Group’s interest-bearing financial instruments was

Group Company
2011 2010 2011 2010
£000 £000 £000 £000
Fixed rate investments

Financial assets - - - -
F inancial habilities (6,025) (6,025) (6,025) (6,025)
(6,025) (6,025) (6,025) (6,025)

Varnabie rate investme.uts
Financial assets - . 1,233 1,088 - - -
-Financial habilhities (20,212) (12,113) - -
(18,979} (11,025) - -

Sensitivity analysis

A change of 1% to interest rates at the balance sheet date would have decreased equity and profit by £194,000
(2010 £111,000) This calculation assumes that the change occurred at the balance sheet date and had been apphied
to nsk exposures existing at that date

This analysis az.umes that all other vanables, in particular foreign currency rates, remain constant and considers the
effect of financial mstruments with vanable interest rates

Equity price risk

The Group and Company has no exposure to equity price nisk from ownership in equity securities which are shown
on the balance sheet as other financial assets (see note 13) as the shares held n this other investment are not listed
on a recogmsed stock exchange Management consider the value of this investinent to be equal to or n excess of the
value 1t 15 stated in the balance sheet

o Capital management
Group and Company

The Group and Company’s objectives when managing capral are to safeguard the entities ability to continue as a
going concern 1n order to continue to provide returns for shareholders and benefits to other stakeholders

The Company manages its capital structure and makes adjustments in hght of changes 1n economic conditions To
maintain or adjust the capital structure the Company may 1ssue new shares or return caputal to shareholders (f
required
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24 Operating leases — Group
Non-cancellabte operating lease rentals are payable as follows
2011
Property Other Total
£000 £000 £000
Less than one year 2,149 695 2,844
Between one and five years 6,509 70 6,579
More than five years 13,526 - 13,526
22,184 765 22,949
2010
Property Other Total
£000 £000 £000
Less than one year 2,163 598 2761
Between one and five years 7,225 585 7,870
More than five years 14,988 - . 14,998
24,376 1,183 25,559

The Group leases a number of warehouse and office factlities under operating leases Sewveral of these properties are
subleased and onerous lease costs have been provided for (note 21) Land and buildings have been considered
separately for lease classification .-

During the financial year £2,702,000 (2010 £1,372,000) was recognised as an expense in the Group consclidated
imcome statement 1n respect of operating leases

Compnny

The Company has no commitments 1n respect of non-cancellable lease rentals Duning the financial year £l (201G
£rul) was recognised as an expense 1n the Company’s income statement in respect of operating leases

25 Capital commitments — Group

During the financial year ended 30 June 2011, the Group entered inte no contracts to purchase property, plant and
equipment (2010 £555,000)

26 Related parties

The following are considered to be related parties of the Company

Parent company

Magellan Textile Holdings Limited

Substdiaries

CUK Clothing Limited (formerly Courtaulds (UK) Limited)
Kadima Properties (UK) Limited

Courtauids Brands Limited

Courtaulds (Footwear) Limited

Advanced Textiles Limited
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26 Related parties (conithued)

Key management personnel of the Company and its parent
Dhrectors - as detailed on page 1 of these financial statements
Other related parties

Pacific Dunlop Garments Limited, Maroc Investments Limited, Momatex SARL, Lanka Investments Limited, Huit
Holdings (UK) Limuted, Natal Textiles (Proprietary) Limited, Courtaulds Clothing Lanka (Private) Lumited,
Courtaulds Clothing Damabadeniya (Private) Limited, Courtaulds Clothing Veyangoda (Private) Limited, Shanghai
Pudong Limited, Lilestone Holdings Liruted, CCHK Clothing (HK) Limited, Montfort Services Snd Bnd, Shangha
East Best In Development Limited, Shanghai Holeproof Garments Limited, Pacific Dunlop Shanghai Limited,
Bejing Pacific Dunlop Textiles Limited, Bairdwear Interfashion (Private) Limited

The above entities are considered to be related parties as they are under the common control of Ng Man Choong,
who 1n the opinion of the Directors has sigmficant influence over the Company

Group

The following transactions were carried out with related parties

(ay Sales of goods, services and fixed assets :
201 2010
£000 £000

Sales of goods

- Other related partres 1,988 3,590

Sales of services

- (ther related parties - - 502

Sales of fixed assets

= Parent 1,317 -

- Other related partics - -
1,317 -

The plant and machinery sold to Magellan Textiles Holdings Limited (parent) 1n the year and is being leased back to
the Group under an operating lease at an annual cost of £119,000

(b) Purchase of goods and services
2011 2010
£000 £000
Purchase of goods
- Other related parties 74,559 64,196

Purchase of services

- Parent 575 588
- Other related parties - -

575 588

All the above sales and purchase of goods and services were undertaken on normal commercial terms on an arm’s
length basis
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26 Related parties (conttnued)
(c) The following balances were due from related parties at the balance sheet date
2011 2010
£000 £000
Trade recervables
- Due from other related parties 154 22
2011 2010
£000 £000
Other recetvablies
- Due from parent 960 -
- Due from other related parties 250 692
1,210 692
(d) The following balances were due to related parties at the balance sheet date
' 2011 . 2010
£000 £000
Trade pavables
= Due to other related parties 11,551 8,421
Other payables
- Due to parent 4,078 4,451
- Due to fellow subsidiaries 9 9
4,087 4,460
Loans
- Due to parent 8,571 8,571
- Due to fellow subsidianies 8,618 8,618
17,189 17,189
Interest payables
- Due to ultimate parent 1,517 1,141

The £17 189 muilhon (2010 £17 189 million) loans due to parent and other related parties are unsecured and
repayable on demand Interest of 6 25% 15 payable on a loan of £6 025 million (20/0 £6 025 muilien) and 1n the
year ended 30 June 2011 £377.000 (2010 £377,000) of interest on this loan was charged through the income
statement and £1,517,000 (2010 £1,141,000) 15 included 1n interest payable at the balance sheet date

In total Group mterest payable to related parties of £377,000 (2010 £377 (¢00) has been charged in the consolidated
income statement

Subsequent to the year end the Company has obtained support from related parties that they will not demand
repayment of inter company loans until Qctober 2012 at the earliest

Details of Directors Emoluments and pension benefits are set out 1n note 7
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27 Ultimate parent company and parent company of larger group

The company 1s a subsidiary undertaking of Magellan Textite Holdings Limited which 1s the ultimate parent

company incorporated in Hong Kong The ultimate controliing party 15 Neo Kwee Khim, the 106% shareholder of
Magellan Textle Holdings Limited

No other group financial statements include the results of the Company
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