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Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31 January 2002,

Principal activity

The company did not trade during the year. The trade, assets and liabilities of the company were transferred to
Macnaughton Holdings Limited on 31 January 2001.

Directors and directors’ interests
The directors who held office during the year were as follows:

DJ Stobie
BAC Macnaughton

Neither of the directors who held office at the end of the financial year had any disclosable interest in the shares of the
company according to the register of directors’ interests, The interest of BAC Macnaughton in the shares of the
ultimate parent company is disclosed in that company’s directors” report.

Neither of the directors had any disclosable interest in the shares of other group companies.
Aunditors
An elective resolution is in force and there is therefore no requirement to re-appoint anditors annually.

By order of the board

J rleo~y#
JL Macnaughton

Secretary
30 August 2002
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Statement of directors’ responsibilities

Company law requires the directors to prepare financial statements for each financial year which give a true and fair
view of the state of affairs of the company and of the profit or loss for that period. In preparing those financial
statements, the directors are required to:

. select suitable accounting policies and then apply them consistently;
) make judgements and estimates that are reasonable and prudent;
. state whether applicable accounting standards have been followed, subject to any material departures

disclosed and explained in the financial statements; and

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business,

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the company and to enable them to ensure that the financial statements comply with
the Companies Act 1985. They have general responsibility for taking such steps as are reasonably open to them to
safeguard the assets of the company and to prevent and detect fraud and other irregularities.
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Independent auditors’ report to the members of The Isle Mill Limited

We have audited the financial statements on pages 5 to 13.
Respective responsibilities of directors and auditors

The directors are responsible for preparing the directors’ report and, as described on page 3, the financial statements
in accordance with applicable United Kingdom law and accounting standards. Our responsibilities, as independent
auditors, are established in the United Kingdom by statute, the Auditing Practices Board and by our profession’s
ethical guidance.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985, We also report to you if, in our opinion, the directors’ report
is not consistent with the financial statements, if the company has not kept proper accounting records, if we have not
received all the information and explanations we require for our audit, or if information specified by law regarding
directors’ remuneration and transactions with the company is not disclosed.

Basis of audit opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board. An audit
inchides examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial
statements. [t also includes an assessment of the significant estimates and judgements made by the directors in the
preparation of the financial statements, and of whether the accounting policies are appropriate to the company’s
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial statements
are free from material misstatement, whether caused by fraud or other frregularity or error. In forming our opinion
we also evaluated the overall adequacy of the presentation of information in the financial statements.

Opinion
In our opinion the financial statements give a true and fair view of the state of the company’s affairs as at 31

January 2002 and of its result for the year then ended and have been properly prepared in accordance with the
Companies Act 1985,

V\Quf\ wif

KPMGLLP 30 August 2002
Chartered Accountanis
Registered Auditor



Profit and loss account
Sor the year ended 31 January 2002

Turnover
Cost of sales

Gross profit
Administrative expenscs
Other operating income

Operating profit
Interest receivable
Interest payable

Profit on ordinary activities before taxation
Taxation

Profit for the financial year
Accumulated profits brought forward

Dividends

Accumulated profits carried forward

Note

&2
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2002

31 January 2002

2001
£

3,144,474
(2,413,618)

730,856
(504,643)
12,307

238,520
5,575
(27,787

216,308
(56,802)

159,506
1,276,866

1,436,372
(1,436,372)

There were no recognised gains or losses other than the results for the financial years reported above.



Balance sheet
at 31 January 2002

Current assets
Debtors

Net assets

Capital and reserves
Called up share capital

Equity shareholders’ funds

Note

i1

12

13
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2002 2001

£ £
6,000 6,000
6,000 6,000
6,000 6,000
6,000 6,000

These financial statements were approved by the board of directors on 30 August 2002 and were signed on its

behalf by:

BAC Macnaughton
Director
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Cash flow statement
Jfor the year ended 31 January 2002

Note 2002 2001
£ £ £ £

Net cash inflow from operating activities 14 - 592,824
Returns on investments and servicing of finance
Interest received - 5,575
Interest paid - (27,787)
Net cash outflow from returns on investment

and servicing of finance - (22,212)
Tax received - 17,650
Capital expenditure
Purchase of tangible fixed assets - (20,922)
Sale of tangible fixed assets - 59,772
Net cash inflow from capital expenditure - 38,850
Net cash inflow before financing - 627,112
Financing
Capital element of hire purchase contract payments - (29,956)
Net cash outflow from financing - {29,956)
Increase in cash in the year 15 - 597,156




Notes
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(forming part of the finrancial statements)

1

Accounting pelicies

The following accounting policies have been applied consistently in dealing with items which are
consjdered material in relation to the company’s financial statements.

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards and under
the historical cost accounting rules.

The company has taken advantage of the exemption contained in FRS 8 and has therefore not disclosed
transactions or balances with entities which form part of the group. The consolidated financial statements
of Macnaughton Heldings Limited, within which this company is included, can be obtained from the
address given in note 17.

Foreign currencies

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the
transaction. Monetarv assets and liabilities denominated in foreign currencies are translated using the rate
of exchange ruling at the balance sheet date and the gains or losses on translation are included in the profit
and loss account.

Leases

Assets acquired under hire purchase contracts are capitalised and the outstanding future lease obligations
are shown in creditors. Operating lease rentals are charged to the profit and loss account on a straight line
basis over the period of the lease.

Taxation

The charge for taxation is based on the results for the year and takes into account taxation deferred because
of timing differences between the treatment of certain items for taxation and accounting purposes.
Deferred tax is recognised without discounting, in respect of all timing differences between the treatment
of certain ttems for taxation and accounting purposes which have arisen but not reversed by the balance
sheet date, except as otherwise required by FRS 19.

Turnover

Turnover represents the amounts (excluding value added tax) derived from the provision of goods and
services to customers.

Cash and liguid resources

Cash, for the purpose of the cash flow statement, comprises cash in hand and deposits repayable on
demand, less overdrafts payable on demand.
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Notes (continued)
2 Analysis of turnover
2002 2001
Tumover is analysed be geographical market as follows: £ £
United Kingdom - 1,875,960
Export - 1,268,514
- 3,144,474
3 Profit on ordinary activities before taxation
2002 2001
Profit on ordinary activities before taxation is stated £ £
after charging
Auditors’ remuneration — audit - 4,572
Depreciation and other amounts written off tangible
and intangible fixed assets:
- owned - 40,583
- leased - 21,333
Operating lease rentals - other assets - 16,320
after crediting
Gain on sale of fixed assets - 231
The company’s audit fee is borne on its behalf by its parent company.
4 Remuneration of directors
2002 2001
£ £
Directors’ emoluments - 101,236
Company contributions to money purchase pension schemes - 6,081
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Notes (continued)

5

Staff numbers and costs

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

2002 2001

No No

Manufacturing - 50
Selling - 7
Office and management - 10
- 67

The aggregate payroil costs of these persons were as follows: 2002 2001
£ £

Wages and salaries - 868,963
Social security costs - 74,300
Other pension costs - 26,171
- 969,434

‘.

The pension costs in 2001 represented contributions payable by the company to the defined
contribution pension scheme operated by its parent company.

Interest receivable

2002 2001

£ £

On bank deposits - 5,575
Interest payable

2002 2001

£ £

Payable to group undertakings - 12,315

On bank overdraft - 3,599

On hire purchase contracts - 11,873

- 27,787

10



Notes (continued)

8

10

11

Taxation

UK corporation tax at 20%
Group relief
Adjustments relating to previous years: corporation tax

Dividends

Interim dividend

Tangible fixed assets

Cost
At 31 January 2001
Group transfer

At 31 January 2002

Depreciation
At 31 January 2001
Group transfer

At 31 January 2002

Net book value
At 31 January 2002

At 31 January 2001

Debtors

Amounts owed by group undertakings
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2002 2001

- 56,170
- 557
- 75

- 56,802

2002 2001
£ £

- 1,436,372

Motor
vehicle
£

24,010
(24,010)

24,010
(24,010)

2002 2001

6,000 6,000




Notes (continued)

12

13

14

Called up share capital

Authorised
Equity: Ordinary shar>s of £1 each

Allotted, called up and fully paid
Equity: Ordinary shares of £1 each

Recongciliation of movement in shareholders’ funds

Profit for the financial year
Dividends

Net reductien in shareholders’ funds
Opening shareholders’ funds

Closing shareholders’ funds
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2002

10,000

6,000

2002

2001

10,000

6,000

|

2001
£

159,506
(1,436,372)

(1,276,866)
1,282,866

Reconciliation of operating profit to net cash inflow from operating activities

Operating profit

Depreciation and amortisation

(ain on sale of tangible fixed assets
Decrease in stocks

Decrease in debtors

Decrease in creditors

Net cash inflow from operating activities

2002

6,000

2001
£

238,520
61,916

(231)
115,261
398,650

(221,292)

592,824

12



Notes (continued)

15

16

17

Reconciliation of net cash flow to movement in net debt

Increase in cash in the year
Cash outflow from decrease in debt and lease financing

Change in net debt resulting from cash flows
Other non cash changes

Movement in net debt in the year
Net debt at beginning of year

Net debt at end of year

Related party disclosures
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2002

2001
£

597,156
29,956

627,112
42,462

660,574
(669,574)

The company is controlled by Macnaughton Holdings Limited which is its ultimate parent company (see

note 17).

Ultimate parent contpany

The company is a subsidiary undertaking of Macnaughton Holdings Limited which is its ultimate parent

company.

The largest group in which the results of the company are consolidated is that headed by Macnaughton
Holdings Limited. The consolidated accounts of this company are available to the public and may be
obtained from the Registrar of Companies, 37 Castle Terrace, Edinburgh, EH1 2EB. No other group

accounts include the result of the company.

13



