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Restructuring

The restructuring of the Group was accelerated and

broadened during the year to take account of the

worsening trading environment. Much of this has already

been referenced in previous statements but a summary is:-

� Final closure of the Birmingham site and commissioning

of a gold strip rolling plant in Thailand.

� Disposal of the operations of DRT Ltd.

� Disposal of the operations of the joint venture, IMS Ltd.

� Closure of 18ct manufacturing at G & A Ltd.

� Investment in sales software and web-site to replace

50% of the salesforce for the UK independent sector.

� Downsizing of the UK workforce across all departments

and at all levels to save overhead.

� Merging of Essex pcl into Abbeycrest Thailand Ltd to

take advantage of synergies.

The only aspect of the restructuring remaining is the final

move of the majority of DCL production from China to our

own factory in Thailand. This was held up by a legal dispute

with the minority interest shareholder of DCL. The dispute

has now been resolved satisfactorily and this transfer can

now be completed.

Outlook

The restructuring process has been painful and has

resulted in exceptional costs of around £1.9m in the year

2005/06. However, the result is a reduction in recurring

costs going forward of well over £3m p.a. as well as the

eradication of the losses sustained in the DRT and IMS

operations. In short, assuming no significant deterioration

in current market conditions, management is confident that

the restructuring and cost savings programme will return

the Group to profitability in 2006/07.

In addition, subsequent to the re-banking and as a

consequence of control over the Group’s working capital,

the Group’s borrowings to date have reduced by

approximately £6m year on year. Management is confident

that this level of improvement will be sustained for the

remainder of the financial year.

The re-banking has resulted in secured, committed facilities

from Burdale Financial and HSBC. These facilities are

appropriate for the Group’s seasonal requirements.

Management is delighted that the re-banking process has

been completed successfully.

Review of subsidiary operations

Far East Manufacturing

Abbeycrest Thailand Limited (ATL)

As noted in the half-year statement, gold strip production

has successfully commenced in Thailand, as well as the

merging of gemset manufacturing, previously carried out

under the auspices of Essex pcl, with the activities of ATL.

We now operate a gold division and gem division from one

site. This has enabled us to commence the eradication of

duplicate expenditure.

In the gold division of ATL, retained profits for the year have

risen by around 20% to £0.5m. In a period disrupted by the

introduction of untried processes this is a creditable

performance.

In the gem division of ATL, volumes have continued to

grow, with turnover increasing by around 20% year-on-

year. Despite a significant element of disruption, due to the

accelerated move of DCL production from Chinese sub-

contractors, the ATL gem division has recorded a second

year of pre-exceptional profits following several years of

losses.

Abbeycrest Thailand Limited – Lamphun Northern Thailand. 7,000m2 of world class manufacturing space
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Dynamic Creations Limited (DCL)

DCL continued to contribute profitably, although sales

volumes were affected by the lower demand from G&A.

G&A Limited (G&A)

As already reported, the cost-saving program implemented

during 2005 has been fully delivered. A key fact to be noted

in the 2005/06 accounts is the decline in gross margin that

has been experienced. This was touched on in the interim

statement but is worthy of further analysis. The factors

behind the decline can be classified as:-

� The gold price increase has left the absolute margin

unchanged but reduced the percentage margin. This is

the biggest single influence on the margin decline in the

year.

� As the gold price has increased, the company has

increased the normal rate of stock cleansing. The fact

that the company’s banker reduced the facilities

available to the business to much lower levels also

increased the imperative for raising cash through stock

“melts”.

� During the year, a significant amount of sales sourced

from third parties were moved to a direct import basis

on nominal margins.

� The last months of running the Birmingham operation

were very inefficient which had a deleterious effect on

margin in the first half of the year. 

Brown & Newirth Limited (B&N)

B&N has not been immune to the overall downturn in the

market with both sales and margin suffering such that the

gross margin was some 11% lower than the previous year.

In addition, the aborted sale of the business has resulted in

both professional and other fees of around £500,000,

charged as an exceptional cost, together with additional

revenue cost of around £180,000 which represents

incentive plans for the management. I am pleased to say

that trading for B&N in the 2006 wedding season has been

very pleasing, representing an uplift on the previous year.

Staff

During the past year, our people have completed the final

stages of a fundamental restructure of the Group. We have

also incurred the added complication of delivering the

re-banking process as reported above. Our management

and staff have risen magnificently to these challenges and

have truly delivered a business operation in far better shape

going forwards. They deserve our thanks and great respect

for their achievements in this period.

Current Trading

As noted above, whilst there has been no particular

improvement in market conditions during the early part of

2006, the cost saving measures introduced during

2005/06 have put the Group in a good position to cope

with these challenging trading conditions and, indeed,

management will continue to seek savings wherever these

are available. The levels of trade experienced in the first

quarter of the current financial year are in line with the

expectations set by management.

I would like to take this opportunity to thank our customers

and suppliers for their unanimous support during a difficult

period, it has been much appreciated. The management

look forward to being able to devote their energy to

growing the new, leaner business.

Michael Lever

Chairman

31 August 2006

Chairman’s Report
continued

A sample from our worldclass production facility in
Thailand which is fully integrated from design to
finished product

Rings by Brown and Newirth Limited, the UK’s No 1
wedding ring supplier
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The directors present their annual report on the affairs of the Group, together with the financial statements and the

independent auditors’ report, for the year ended 28 February 2006.

Principal activity

The principal activity of the Group is the design, manufacture and distribution of gold and silver jewellery.

Business review

Details of the Group’s development during the year and prospects for the future are dealt with in the Chairman’s Report on

pages 2 to 4.

Results and dividends

The Group’s loss before taxation for the year ended 28 February 2006 was £7,127,000 (2005 loss: £112,000). The directors

do not recommend the payment of a final dividend, which gives a total dividend in the year of 1.0p (2005: 2.0p) per ordinary

share.

Post balance sheet events

A re-banking process was forced on the Group at short notice and to an extremely demanding timetable. Further details are

given in the Chairman’s Report.

Directors and their interests

The directors who served during the year are shown below. M. N. Lever retires by rotation at the next Annual General

Meeting and, being eligible, has been put forward for re-election. 

The beneficial interests of the directors, who held office at 28 February 2006, in the ordinary share capital of the Company

were:

28 February 2006 28 February 2005
Ordinary shares Ordinary shares

of 10p each of 10p each

M. N. Lever 5,727,785 5,717,785

A. Cheesebrough 30,000 20,000

P. Walker – –

D. Chapman – –

A. Cheesebrough is a non-executive director of the Company.

P Stevenson resigned from the Company on 3 January 2006. R.G. Marcall resigned from the Company on 5 December

2005.

M. N. Lever  purchased 10,000 shares on 23 August 2005 and A. Cheesebrough purchased 10,000 shares on 23 August

2005. M. N. Lever transferred 1,268,885 shares to HSBC Plc as part of the re-banking process on 16 June 2006.

No contract existed during or at the end of the year in relation to the Group’s business in which a director was materially

interested.

The interests of the directors in the Company’s share option schemes at 28 February 2006 are shown on page 15.

Substantial shareholdings

On 10 August 2006, other than directors, the following were registered as being interested in 3% or more of the Company’s

ordinary share capital.

Name Number of Shares % held

D. J. Fiszman 3,947,000 15.55

Electra Active Management 2,220,000 8.75

HSBC plc 1,268,885 5.00

Nordea Bank Denmark A/S 928,000 3.66

P O’Reilly 823,500 3.24

Abbeycrest Plc Annual Report 2006

Directors’ Report
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Disabled employees

Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of the applicant

concerned. In the event of members of staff becoming disabled every effort is made to ensure that their employment with the

Group continues and that appropriate training is arranged. It is the policy of the Group that the training, career development

and promotion of disabled persons should, as far as possible, be identical with that of other employees.

Employee involvement

The Group places considerable value on the involvement of its employees and has continued its previous practice of keeping

them informed on matters affecting them as employees and on the various factors affecting the performance of the Group.

This is achieved through formal and informal meetings.

Land and Buildings

The land and buildings were sold on 16 June 2006. At 28 February the market value of the land and buildings exceeded the

book value of the assets by approximately £500,000. No corporation tax arose on the sale of the land and buildings due to

the Company having tax losses in excess of the taxable profits from the sale.

Supplier payment policy

The Group’s policy is to arrange terms of payment with suppliers when agreeing the terms of each transaction, ensure that

suppliers are made aware of the terms of payment and abide by the terms of payment. Trade creditors of the Group at 28

February 2006 were equivalent to 23.0 (2005: 22.5) days’ purchases. The Company had no trade creditors at 28 February

2006 (2005: none).

Financial risk management

The Group’s financial risk management policies are disclosed in note 21 on page 36.

Adoption of International Financial Reporting Standards (IFRS)

The Group’s accounts have been prepared in accordance with IFRS for the first time for the year ended 28 February 2006,

with comparative figures for the prior year restated accordingly.

Independent auditors

The directors will place a resolution before the Annual General Meeting to re-appoint PricewaterhouseCoopers LLP as

auditors for the ensuing year and authorising the directors to fix their remuneration.

Special business

A special resolution will be placed before the Annual General Meeting renewing the directors’ power to allot equity securities

as if section 89 (1) of the Companies Act 1985 did not apply to the Company. 

A special resolution will also be placed before the Annual General Meeting which gives the directors power to make market

purchases of the Company’s shares up to 10% of the issued ordinary share capital of the Company. This power will expire on

the earlier of 1 September 2007 and the conclusion of the 2007 Annual General Meeting. There is no present intention to

purchase shares and if granted the authority would only be exercised if the Board considered it to be in the best interests of

shareholders generally. If shares are purchased the Board would decide whether these shares are to be cancelled or held in

treasury.

Registered Office By order of the board

Peter Rosenberg House D. Chapman

11/15 Wilmington Grove Secretary

Leeds LS7 2BQ 31 August 2006

Abbeycrest Plc Annual Report 2006

Directors’ Report
continued
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Introduction

This report has been prepared in accordance with the Directors’ Remuneration Report Regulations 2002 (“the Regulations”).

The report also meets the relevant requirements of the Listing Rules of the Financial Services Authority and describes how

the Board has applied the Principles of Good Governance relating to directors’ remuneration. As required by the Regulations,

a resolution to approve the report will be proposed at the Annual General Meeting of the Company at which the financial

statements will be approved. 

The Regulations require the auditors to report to the Company’s members on the “auditable part” of the Remuneration

Report and to state whether in their opinion that part of the report has been properly prepared in accordance with the

Companies Act 1985 (as amended by the Regulations). The report has therefore been divided into separate sections for

audited and unaudited information.

Unaudited Information

Remuneration Committee

The members of the Remuneration Committee for the year ended 28 February 2006 were A. Cheesebrough and R. G.

Marcall (until resignation on 5 December 2005) (2005: A. Cheesebrough and R. G. Marcall). Remuneration of the executive

directors is determined by the Remuneration Committee. The chairman of the Remuneration Committee is A. Cheesebrough.

The members of the Remuneration Committee have no personal interest, other than as shareholders, in the matters to be

decided, no potential conflicts of interest arising from cross-directorships and no day-to-day involvement in running the

business. The Remuneration Committee meets several times a year to determine the terms and conditions, including annual

remuneration, grant of long term incentives and bonus awards, of the executive directors.

Policy on remuneration of directors

The remuneration policy for executive directors is to offer a remuneration package which will attract and retain the highest

calibre of executive and to ensure that individual rewards and incentives are directly aligned with personal performance, the

performance of the Group, its growth in size and complexity and the interests of shareholders. This policy is expected to

continue in future financial years. Should any of the executive directors wish to accept external appointments, this would be

referred to the Chairman, each case being considered on its own merits. 

The main elements of the Group’s remuneration arrangements are:

(i) Basic salary and benefits

The level of basic salary and benefits is determined by the Remuneration Committee after taking into account the

performance of the individual and information from independent sources on the rates of salary for similar jobs in

comparable companies. The companies used for comparison are chosen having regard to size, type of industry,

geographical spread and the changing profile of their businesses. Individual salaries of executive directors are reviewed

annually by the Remuneration Committee. Benefits in kind normally include the provision of a car, fuel, private medical

insurance, permanent health insurance and death in service benefits. Non-executive directors are not entitled to benefits

in kind.

(ii) Performance related bonus

Executive directors are eligible to participate in the Group’s Performance Related Bonus Scheme which rewards

achievement of demanding financial targets of the Group. These targets are established by reference to annual budgets

and bonus levels for extra-budgetary performance and are at the discretion of the Remuneration Committee. In addition,

discretionary bonus payments may be made for achievement of specific objective targets as may be set by the

Remuneration Committee.

(iii) Pension rights

Executive directors participate in the Abbeycrest Plc Group Personal Pension Plan, which is a defined contribution

scheme. The level of contribution throughout the year was 7.5% of salary. The directors can elect to take extra pension

contributions in lieu of other benefits.

(iv) Share options

Executive directors are currently eligible for grant of options under the Abbeycrest Plc 1995 Executive Share Option

Scheme. This plan is approved by the Inland Revenue and, under it, an executive receives options at current market

value to be exercised, in normal circumstances, between three and ten years after grant. The following performance

Abbeycrest Plc Annual Report 2006

Remuneration Report
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criteria were set to ensure company performance is measured against a benchmark of the economy as a whole. The

exercise of options is subject to the achievement of performance targets requiring that the increase in earnings per share

of the Company exceeds the increase in earnings per share of at least 75 of those companies being constituent

members of the FTSE 100 Index over the same period or, if considered appropriate, such measures of performance as

the Remuneration Committee shall consider more suitable. All performance measures are assessed by the

Remuneration Committee. Under this plan an executive may hold unexercised options over shares with a maximum

value calculated at the relevant date of grant of the lower of £30,000 or four times earnings. 

The Abbeycrest Unapproved Share Option Scheme was approved at the Company’s Annual General Meeting on 17 July

2002. Options can be granted to executives up to a maximum of four times salary and can be exercised between three

and ten years of grant. The performance criteria relate to growth in profit before tax over a three year period with an index

linked growth measure. This criteria was set to reward and encourage extra-inflationary results.

(v) Long term share incentives

Executive directors are currently eligible to participate in a long term incentive plan:

The Abbeycrest Plc Long Term Share Incentive Plan was approved at the Company’s Annual General Meeting on 11 July

1996. The following performance criteria were set to ensure company performance is measured against a benchmark of

the economy as a whole. The plan is structured to provide long term incentives for improved Group performance over a

five year period from the date of grant. Initially a number of shares are notionally awarded and, upon satisfaction of the

performance criteria laid down in the plan rules, these shares will be distributed in tranches over the following five years.

The performance criteria which must be satisfied for each tranche to vest is that average growth in earnings per share of

the Company shall be at least RPI plus 4% per annum compounded over the period of the plan. The final award of 20%

of shares will only be made provided that the executive has retained at least 10% of the shares awarded previously.

(vi) Service agreements

All executive directors of the Company have service contracts (from the date of appointment) with an indefinite term,

which are terminable by the Company at twelve months’ notice, with the exception of D. Chapman whose contract is

terminable by the Company with six months’ notice. There is no provision for termination payments in the directors’

service contracts.

(vii) Non-executive directors

The remuneration of non-executive directors takes the form of fees, which are set by the Board. When agreeing the fees

for non-executive directors the Board takes into consideration their expertise and the level of fees paid by comparable

companies. Non-executive directors are appointed by the Board for an initial three-year term and are subject to re-

election and the Companies Act provisions relating to the removal of a director. Non-executive directors cannot

participate in any of the Company’s share option schemes and are not eligible to join the Company’s pension scheme.

Performance Graph 

In accordance with the requirements of the Regulations, the

following graph compares the total shareholder return of the

Company, (calculated in accordance with the Regulations over

the last five years) compared with the total shareholder return

of the FTSE All Share Index. The FTSE All Share Index has

been selected for this comparison because, in the view of the

Remuneration Committee, it consists of companies closely

aligned with Abbeycrest Plc and therefore is an appropriate

index for comparison.

Abbeycrest Plc Annual Report 2006
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Audited Information

Details of directors’ remuneration and interests in the Company’s options to subscribe for ordinary shares are set out as

follows:

(i) Directors’ emoluments

The remuneration received by each director is as follows:

2006 (£’000)
Salary

and Fees Benefits Bonus Total Pension
(Note 1) (Note 2) (Note 3) Emoluments (Note 4) Total

M. N. Lever 85 1 – 86 7 93

P. Stevenson (Note 5) 189 13 – 202 6 208

P. Walker 148 12 20 180 12 192

D. Chapman 97 19 10 126 7 133

Non-executive

A. Cheesebrough 19 – – 19 – 19

R. G. Marcall 27 – – 27 – 27

565 45 30 640 32 672

2005 (£’000)
Salary

and Fees Benefits Bonus Total Pension
(Note 1) (Note 2) (Note 3) Emoluments (Note 4) Total

M. N. Lever 78 1 25 104 4 108

P. Stevenson 88 12 9 109 7 116

P. Walker 140 17 20 177 10 187

D. Chapman 90 9 10 109 8 117

Non-executive

A. Cheesebrough 16 – – 16 – 16

R. G. Marcall 30 – – 30 – 30

442 39 64 545 29 574

Notes

(1) Executive directors are paid a salary for their work as executives and are not paid fees in respect of their directorship.

Non-executive directors are paid a fee for their services.

(2) Benefits in kind are those of a fully expensed motor vehicle, private medical insurance, death in service benefit and

permanent health insurance.

(3) All executive directors are eligible to participate in the Group’s performance related bonus scheme.

(4) Four (2005: four) directors were members of money purchase schemes during the year. Pension costs paid by the

Company are based on 7.5% of salary except where other arrangements are in place, as described earlier.

(5) P Stevenson’s salary in 2006 includes £112,000 compensation for loss of office.

(6) No gains were made on the exercise of share options.

(7) Performance related elements of remuneration, in particular bonus payments, interests in share options and interests in

the Long Term Share Incentive Scheme form a significant part of directors’ overall remuneration.

Abbeycrest Plc Annual Report 2006

Remuneration Report
continued
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(ii) Directors’ interests in share options

Aggregate emoluments disclosed above do not include any amounts for the value of options to acquire ordinary shares

in the Company granted to or held by the directors. No options were exercised in the year. Details of options to subscribe

for ordinary shares of 10p under the Abbeycrest Plc 1995 Executive Share Option Scheme, for directors who served in

the year are as follows:

Date when
Date of 28 February 28 February Exercise option may Option

Executive Grant 2005 Granted Lapsed 2006 price be exercised expiry date

P. Walker 29/10/2002 58,252 – – 58,252 51.5p 29/10/2005 29/10/2012

D. Chapman 29/10/2002 38,835 – – 38,835 51.5p 29/10/2005 29/10/2012

Details of options to subscribe for ordinary shares of 10p under the Abbeycrest Plc Unapproved Executive Share Option

Scheme for directors who served in the year are as follows:

Date when
Date of 28 February 28 February Exercise option may Option

Executive Grant 2005 Granted Lapsed 2006 price be exercised expiry date

P. Walker 24/06/2003 312,500 – – 312,500 64p 01/03/2006 24/06/2013

The performance criteria applicable to the exercise of options are disclosed in the “unaudited” part of this report on page 12.

The middle market price of the shares on 28 February 2006 was 25.0p and the range during the financial year was 21.5p to

57.0p.

(iii) Directors’ interests in the Long Term Share Incentive Scheme

Aggregate emoluments described above do not include any amounts in respect of long-term share incentive schemes.

The following directors have been granted shares in the Abbeycrest Long Term Share Incentive Scheme at 28 February 2006:

Award 28 February 28 February
Date 2005 Granted Lapsed 2006

P. Walker 29/10/2002 50,000 – – 50,000

D. Chapman 29/10/2002 20,000 – – 20,000

Vesting Dates
1 July 2007 1 July 2008 1 July 2009 1 July 2011

P. Walker 10,000 15,000 15,000 10,000

D. Chapman 4,000 6,000 6,000 4,000

The shares designated for vesting in the final tranche will only be issued provided that 10% of the shares issued in the

previous years are retained by the executive director.

The performance criteria applicable to the Long Term Share Incentive Scheme are disclosed in the “unaudited” part of this

report on page 12.

Approval

This report was approved by the Board of directors on 31 August 2006 and signed on its behalf by:

A. Cheesebrough

Chairman of the Remuneration Committee

Abbeycrest Plc Annual Report 2006
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The directors are responsible for preparing the Annual Report and the group financial statements in accordance with

applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union, and for preparing

the parent company financial statements and the Directors’ Remuneration Report in accordance with applicable law and

United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice). 

The directors are responsible for preparing financial statements for each financial year which give a true and fair view, in

accordance with IFRSs as adopted by the European Union, of the state of affairs of the group and of the profit or loss of the

group and a true and fair view, in accordance with United Kingdom Generally Accepted Accounting Practice, of the state of

affairs of the company 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 the group financial statements comply with IFRSs as adopted by the European Union, and with regard to

the parent company financial statements 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 group will

continue in business. 

The directors confirm that they have complied with the above requirements in preparing the financial statements.

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the

financial position of the company and the group and to enable them to ensure that the group financial statements comply

with the Companies Act 1985 and Article 4 of the IAS Regulation and the parent company financial statements and the

Directors’ Remuneration Report comply with the Companies Act 1985. 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

irregularities.

These financial statements will be published on the Company’s website, in addition to the paper version posted

to shareholders. The directors are responsible for the maintenance and integrity of the corporate and financial information

included on the company’s website. Legislation in the United Kingdom governing the preparation and dissemination of

financial statements may differ from legislation in other jurisdictions.

Abbeycrest Plc Annual Report 2006

Statement of Directors’ Responsibilities in respect of the Annual Report,
the Directors’ Remuneration Report and the financial statements
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We have audited the Consolidated financial statements of Abbeycrest Plc for the year ended 28 February 2006 which
comprise the Consolidated Income Statement, the Consolidated Balance Sheet, the Consolidated Cash Flow Statement, the
Consolidated Statement of Recognised Income and Expense and the related notes. These Consolidated financial statements
have been prepared under the accounting policies set out therein.

We have reported separately on the parent company financial statements of Abbeycrest Plc for the year ended 28 February
2006 and on the information in the Directors’ Remuneration Report that is described as having been audited.

Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the Annual Report and the group financial statements in accordance with
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union are set out in the
Statement of Directors’ Responsibilities.

Our responsibility is to audit the group financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland). This report, including the opinion, has been prepared for and only for
the company’s members as a body in accordance with Section 235 of the Companies Act 1985 and for no other purpose.
We do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other person to whom this
report is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

We report to you our opinion as to whether the group financial statements give a true and fair view and whether the group
financial statements have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS
Regulation. We also report to you if, in our opinion, the Directors’ Report is not consistent with the group financial
statements, if we have not received all the information and explanations we require for our audit, or if information specified by
law regarding director’s remuneration and other transactions is not disclosed.

We review whether the Corporate Governance Statement reflects the company’s compliance with the nine provisions of the
2003 FRC Combined Code specified for our review by the Listing Rules of the Financial Services Authority, and we report if it
does not. We are not required to consider whether the board’s statements on internal control cover all risks and controls, or
form an opinion on the effectiveness of the group’s corporate governance procedures or its risk and control procedures.

We read other information contained in the Annual Report and consider whether it is consistent with the audited group
financial statements. The other information comprises only the Directors’ Report, the Chairman’s Statement, the unaudited
part of the Remuneration Report and the Corporate Governance Statement. We consider the implications for our report if we
become aware of any apparent misstatements or material inconsistencies with the group financial statements. Our
responsibilities do not extend to any other information.

Basis of audit opinion
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
group financial statements. It also includes an assessment of the significant estimates and judgments made by the directors
in the preparation of the group financial statements, and of whether the accounting policies are appropriate to the group’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 group financial statements are free from
material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the
overall adequacy of the presentation of information in the group financial statements.

Opinion
In our opinion:

� the group financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union, of
the state of the group’s affairs as at 28 February 2006 and of its loss and cash flows for the year then ended; and 

� the group financial statements have been properly prepared in accordance with the Companies Act 1985 and Article 4 of
the IAS Regulation.

� The information given in the Report of the Directors is consistent with the Group accounts.

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
Leeds

August 2006

Abbeycrest Plc Annual Report 2006
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2006 2005
Note £’000 £’000

Continuing operations

Turnover 2 70,210 82,597 

Operating costs 3 75,783 81,056 

Operating (loss)/profit (5,573) 1,541 

Interest income 5 1,013 918 

Interest expense 5 (2,567) (2,571)

(Loss)/profit before taxation and exceptional items (3,619) 1,456 

Exceptional items 4 (3,508) (1,568)

Loss on ordinary activities before taxation 8 (7,127) (112)

Tax on loss on ordinary activities 7 (255) 35 

Loss on ordinary activities after taxation from continuing operations (7,382) (77)

Discontinued operations

Loss for the year from discontinued operations 31 (315) (47)

Loss for the year (7,697) (124)

Profit attributable to minority interests 78 187 

Loss attributable to equity shareholders (7,775) (311)

(7,697) (124)

Loss per share

– basic 10 (31.1)p (1.2)p

– diluted 10 (31.1)p (1.2)p

Loss per share from continuing operations

– basic 10 (29.8)p (0.3)p

– diluted 10 (29.8)p (0.3)p

The accompanying notes are an integral part of these consolidated financial statements.

Abbeycrest Plc Annual Report 2006

Consolidated Income Statement
For the year ended 28 February 2006
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28 February 28 February
2006 2005

Note £’000 £’000

Assets

Non-current assets

Goodwill 11 1,866 1,866 

Intangible assets 12 266 616 

Property, plant and equipment 13 7,725 7,059 

Deferred tax assets 22 227 426 

10,084 9,967 

Current assets

Inventories 15 23,391 27,015 

Trade and other receivables 16 12,619 15,593 

Derivative financial instruments 21 15 – 

Cash and cash equivalents 17 1,175 1,619 

37,200 44,227 

Liabilities

Current liabilities

Financial liabilities

– Borrowings 19 (13,601) (8,769)

Trade and other payables 18 (13,804) (11,157)

Corporation tax (124) –

Derivative financial instruments 21 (25) – 

(27,554) (19,926)

Net current assets 9,646 24,301 

Non-current liabilities

Financial liabilities

– Borrowings 19 (524) (7,560)

Provisions 20 – (30)

(524) (7,590)

Net assets 19,206 26,678 

Shareholders’ equity

Share capital 23 2,538 2,538 

Share premium account 24 5,489 5,489 

Merger reserve 24 199 199 

Cumulative translation reserves 24 343 (258)

Hedging reserve 24 61 – 

Retained earnings 24 9,887 18,041 

Total shareholders’ equity 18,517 26,009 

Minority interest in equity 689 669 

Total equity 19,206 26,678 

Approved by the Board and signed on its behalf by:

P. Walker D. Chapman

Chief Executive Finance Director

31 August 2006

The accompanying notes are an integral part of these consolidated financial statements.

Abbeycrest Plc Annual Report 2006

Consolidated Balance Sheet
As at 28 February 2006
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Abbeycrest Plc Annual Report 2006

Consolidated Statement of Recognised Income and Expense
For the year ended 28 February 2006

2006 2005
£’000 £’000

Loss for the year (7,697) (124)

Exchange movement 601 (258)

Total recognised expense relating to the year (7,096) (382)

Attributable to:

Equity holders of the parent (7,018) (195)

Minority interests (78) (187)

(7,096) (382)

The accompanying notes are an integral part of these consolidated financial statements.
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2006 2005
Note £’000 £’000

Cash flow from operating activities

Cash generated from operations 28 3,457 6,428 

Interest paid (2,583) (2,700)

Interest received 1,013 918 

Taxation received/(paid) 85 (533)

Net cash inflow from operating activities 1,972 4,113 

Cash flow from investing activities

Purchase of property, plant and equipment (2,123) (1,591)

Proceeds from sale of property, plant and machinery 413 43 

Purchase of intangible fixed assets – (35)

Deferred consideration paid – (200)

Net cash used in investing activities (1,710) (1,783)

Cash flow from financial activities

Proceeds from issue of new bank loans – 10,087 

Repayment of borrowings (1,732) (5,849)

Increase in leased gold creditor 1,938 2,803 

Capital element of finance lease rental payments (30) (14)

Dividends paid to shareholders (257) (507)

Dividends paid to minority interests (58) (194)

Net cash (used in)/generated from financing activities (139) 6,326 

Net increase in cash 123 8,656 

Cash and bank overdrafts at beginning of period (5,418) (14,074)

Cash and bank overdrafts at end of period (5,295) (5,418)

Cash and bank overdrafts comprise:

Cash and cash equivalents 1,175 1,619 

Bank overdrafts (6,470) (7,037)

(5,295) (5,418)

The accompanying notes are an integral part of these consolidated financial statements.

Abbeycrest Plc Annual Report 2006

Consolidated Cash Flow Statement


