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Remuneration Report

continued

Notes

)

2

®3)
(4)

(5)
(6)
(7

(8)

(if)

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.

Benefits in kind are those of a fully expensed motor vehicle, private medical insurance, death in service benefit and permanent health
insurance.

All executive Directors are eligible to participate in the Group’s performance related bonus scheme.

Three (2009: three) 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.

M. Lever's pension for 2009 includes £151,000 compensation for loss of office and his salary includes an ex-gratia payment of £30,000.
No gains were made on the exercise of share options.

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 potential remuneration.

S.Ashton was a Non-executive Director until 31 August 2008. On 1 September 2008, S. Ashton was appointed an executive Director.
S.Ashton received no remuneration for services as a Non-executive Director.

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. The Directors’ options to subscribe for ordinary
shares of 1 pence under the Abbeycrest Plc 1995 Executive Share Option Scheme lapsed on 31 May 2009.

In addition to the above, on the 14 April 2010, the Company announced that following approval by the Company’s Remuneration
Committee, it had granted each of its executive directors options under the Abbeycrest 2010 Approved Executive Share Option Plan
and the Abbeycrest 2010 Unapproved Executive Share Option Plan, in total over 9,430,949 ordinary shares of 1 pence each in the
share capital of the Company for £nil consideration. The options were granted following the General Meeting of Abbeycrest on
14 April 2010, at which the Plans were approved by the Company’s shareholders. Full details of the awards to the Directors are
disclosed in section (iv) Share options above.

Approval
This report was approved by the Board of Directors on 29 June 2010 and signed on its behalf by:

A.Cheesebrough
Chairman of the Remuneration Committee (to 12 May 2010)
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Statement of Directors’ Responsibilities in respect of
the Annual Report, The Directors’ Remuneration
Report and the Financial Statements

The Directors are responsible for preparing the annual report and the financial statements in accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the Directors are required to
prepare the Group financial statements in accordance with International Financial Reporting Standards (IFRSs) as adopted by the European
Union and have elected to prepare the Company financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and Applicable Law). Under Company law the Directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of affairs of the Group and Company and of the profit or
loss for the Group for that period.

In preparing these financial statements, the Directors are required to:

® Select suitable accounting policies and then apply them consistently;
® Make judgements and accounting estimates that are reasonable and prudent;

@ State whether they have been prepared in accordance with IFRSs as adopted by the European Union, subject to any material departures
disclosed and explained in the financial statements; and

® Prepare a Directors' Report and Directors’' Remuneration Report which comply with the requirements of the Companies Act 2006.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s transactions
and disclose with reasonable accuracy at any time the financial position of the Company and enable them to ensure that the financial
statements comply with the Companies Act 2006 and, as regards the Group financial statements, Article 4 of the IAS Regulation. They are
also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities.

Website publication

The Directors are responsible for ensuring the annual report and the financial statements are made available on a website. Financial statements
are published on the Company’s website in accordance with legislation in the United Kingdom governing the preparation and dissemination
of financial statements, which may vary from legislation in other jurisdictions. The maintenance and integrity of the Company’s website is the
responsibility of the Directors. The Directors’ responsibility also extends to the ongoing integrity of the financial statements contained
therein.

Directors’ responsibilities pursuant to DTR4
The Directors confirm to the best of their knowledge:

® The Group financial statements have been prepared in accordance with International Financial Reporting Standards (IFRSs) as adopted
by the European Union and Article 4 of the IAS Regulation and give a true and fair view of the assets, liabilities, financial position and
profit and loss of the Group.

® The annual report includes a fair review of the development and performance of the business and the financial position of the Group
and the Parent Company, together with a description or the principal risks and uncertainties that they face.

Approval
This report was approved by the Board of Directors on 29 June 2010 and signed on its behalf by:

S. Ashton
Chairman
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Independent Auditors’ Report to the
Shareholders of Abbeycrest plc

Independent auditors’ report to the shareholders of Abbeycrest plc

We have audited the financial statements of Abbeycrest plc for the year ended 28 February 2010 which comprise the consolidated balance
sheet and parent Company balance sheet, the consolidated income statement, the consolidated statement of comprehensive income, the
consolidated cash flow statement, the consolidated statement of changes in equity and the related notes.The financial reporting framework
that has been applied in the preparation of the Group financial statements is applicable law and International Financial Reporting Standards
(IFRSs) as adopted by the European Union.The financial reporting framework that has been applied in preparation of the parent Company
financial statements is applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies 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 in an
auditor’s report and for no other purpose.To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other
than the Company and the Company's members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Directors and auditors

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

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable assurance
that the financial statements are free from material misstatement, whether caused by fraud or error.This includes an assessment of: whether
the accounting policies are appropriate to the Group’s and the parent Company’s circumstances and have been consistently applied and
adequately disclosed; the reasonableness of significant accounting estimates made by the Directors; and the overall presentation of the
financial statements.

Opinion on financial statements
In our opinion:

@ The financial statements give a true and fair view of the state of the Group’s and the parent Company’s affairs as at 28 February 2010
and of the Group’s profit for the year then ended;

® The Group financial statements have been properly prepared in accordance with IFRSs as adopted by the European Union;

® The parent Company financial statements have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; 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.

Emphasis of matter — going concern

In forming our opinion, which is not qualified, we have considered the adequacy of the disclosures made in note 1 to the financial statements
concerning the Group’s ability to continue as a going concern. Based on current forecasts the Group, during its peak trading season in
September 2010, needs to either extend its current borrowing facilities or reduce its working capital requirement by £0.6m. Management
are currently exploring a number of viable options available to achieve this. Further, the Group is anticipating breach of its profit covenants
with its senior UK borrowing provider as at 30 June 2010 and has not yet agreed covenants for the full 12 month period from the date of
the balance sheet. Management are in negotiations with the Group’s senior UK borrowing provider to reset and extend covenants. These
conditions indicate the existence of material uncertainties which may cast significant doubt about the Group’s ability to continue as a going
concern.The financial statements do not include the adjustments that would result if the Group was unable to continue as a going concern.
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Opinion on other matters prescribed by the Companies Act 2006
In our opinion:

® The part of the Directors' remuneration report to be audited has been properly prepared in accordance with the Companies Act 2006;
and

® The information given in the Directors’ report for the financial year for which the financial statements are prepared is consistent with
the financial statements; and

® The information given in the Corporate Governance Statement set out on pages 20 to 24 of the Annual Report and Financial
Statements with respect to internal control and risk management systems in relation to financial reporting processes and about share
capital structures is 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 matters where the Companies Act 2006 requires us to report to you if,in our opinion:

® Adequate accounting records have not been kept by the parent Company, or returns adequate for our audit have not been received
from branches not visited by us; or

® 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 returns; or

® Certain disclosures of Directors’ remuneration specified by law are not made; or

® \We have not received all the information and explanations we require for our audit; or
® A Corporate Governance Statement has not been prepared by the Company.

Under the Listing Rules we are required to review:

® The Directors' statement, in relation to going concern; and

® The part of the corporate governance statement relating to the Company’s compliance with the nine provisions of the June 2008
Combined Code specified for our review.

Nicholas GilesWharton (Senior Statutory Auditor)
For and on behalf of BDO LLP, Statutory Auditor

1 Bridgewater Place

Leeds

United Kingdom

LS11 5RU

29 June 2010

BDO LLP is a limited liability partnership registered in England and Wales (with registered number 0C305127).
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Consolidated Income Statement

For the year ended 28 February 2010

Year to Year to
28 February 28 February
2010 2009
Notes £000 £000
Revenue 2 39,663 53,052
Operating costs 3 (37,257) 60,168
Operating profit/(loss) 2,406 (7,116)
Finance income 5 - 6
Finance costs 5 (851) (3,021)
Profit/(loss) before taxation 1,555 (10,131)
Analysis of profit/(loss) before taxation
Profit/(loss) before taxation and exceptional items 55 (984)
Exceptional items — operating costs 4 1,500 (8,191)
Exceptional items — finance costs 4 - (956)
Profit/(loss) before taxation 1,555 (10,131)
Tax on profit/(loss) 7 - (58)
Profit/(loss) for the year attributable to equity shareholders of the Parent 1,555 (10,189)
Profit/(loss) per share — basic and diluted 9 3.2p (36.6)p
For the year ended 28 February 2010
Year to Year to
28 February 28 February
2010 2009
Notes £000 £000
Profit/(loss) for the period 1,555 (10,189)
Other comprehensive (costs)/income
Cash flow hedges:
Losses recognised directly in equity - Q)
Net investment hedges:
(Losses)/gains recognised directly in equity 1,193 (1,445)
Exchange (losses)/gains on retranslation of foreign operations (1,263) 3,086
Other comprehensive (costs)/income (70) 1,640
Total comprehensive income/(costs) for the year attributable to equity shareholders
of the Parent 1,485 (8,549)

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

As at 28 February 2010

28 February 28 February
2010 2009
Notes £000 £000
Assets
Non-current assets
Goodwill 10 1,866 1,880
Other intangible assets 11 358 398
Property, plant and equipment 12 4,240 4,677
Deferred tax assets 21 102 102
6,566 7,057
Current assets
Inventories 14 8,046 9,344
Trade and other receivables 15 5,982 10,703
Cash and cash equivalents 16 493 99
14,521 20,146
Liabilities
Current liabilities
Borrowings 18 (5,920) (7,811)
Trade and other payables 17 (3,896) (9,010)
Corporation tax - (197)
(9,816) (17,018)
Net current assets 4,705 3,128
Non-current liabilities
Financial liabilities
Borrowings 18 (176) (251)
Provisions 19 (1,326) (3,500)
(1,502) (3,751)
Net assets 9,769 6,434
Shareholders’ equity
Share capital 22 3,371 2,922
Share premium account 7,066 5,665
Merger reserve 199 199
Cumulative translation reserves 2,354 2424
Retained earnings (3,221) (4,776)
Total shareholders’ equity 9,769 6,434

Approved and authorised for issue by the Board and signed on its behalf by:

S. Ashton G.D. Partridge
Chairman Director
29 June 2010

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Cash Flow Statement

For the year ended 28 February 2010

Year to Year to
28 February 28 February
2010 2009
£000 £000
Cash flow from operating activities
Profit/(loss) after tax 1,555 (10,189)
Tax charge - 58
Depreciation and amortisation 874 951
Loss on sale of tangible fixed assets - 199
Share based payment 230 -
Finance costs 851 2,059
Finance income - (6)
3,510 (6,928)
Decrease in inventories 1,298 6,568
Decrease in receivables 4,721 595
(Decrease)/ increase in payables (7,503) 5,785
Finance costs paid (851) (2,059)
Taxation paid (65) (160)
Net cash inflow from operating activities 1,110 3,801
Cash flow from investing activities
Purchase of property, plant and equipment (284) (441)
Proceeds from sale of property, plant and machinery 3 -
Finance income received - 6
Purchase of intangible fixed assets (89) (56)
Net cash used in investing activities (370) (491)
Cash flow from financing activities
Issue of ordinary shares 1,620 306
Proceeds of borrowings 185 225
Repayment of borrowings (2,776) (3,288)
Leased gold facility movement 859 (1,241)
Capital element of finance lease rental payments (297) (160)
Net cash used in financing activities (409) (4,158)
Net increase/(decrease) in cash 331 (848)
Cash and cash equivalents at beginning of year (118) 730
Cash and cash equivalents at end of year 213 (118)
Cash and cash equivalents comprise:
Cash and cash equivalents in the balance sheet 493 99
Bank overdrafts (280) (217)
213 (118)

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statement of Changes in Equity

For the year ended 28 February 2010

Cumulative

Share Share Merger translation Hedging Retained

capital premium reserve reserve reserve earnings Total
Balance at 1 March 2009 2,922 5,665 199 2424 - (4,776) 6,434
Profit for the period - - - - - 1,555 1,555
Exchange losses on retranslation
of foreign operations - - - (70) - - (70)
Total comprehensive income
for the period - - - (70) - 1,555 1,485
Gross issue of share capital 449 1,797 - - - - 2,246
Issue costs - (396) - - - - (396)
Balance at 28 February 2010 3,371 7,066 199 2,354 - (3,221) 9,769

Cumulative

Share Share Merger translation Hedging Retained

capital premium reserve reserve reserve earnings Total
Balance at 1 March 2008 2,662 5619 199 783 1 5413 14,677
Loss for the period - - - - - (10,189) (10,189)
Cash flow hedges:
Losses recognised directly in equity - - - - 1) - 1)
Exchange gains on retranslation
of foreign operations - - - 1,641 - - 1641
Total comprehensive income
for the period - - - 1641 1) (10,189) (8,549)
Issue of share capital 260 46 - - - - 306
Balance at 28 February 2009 2,922 5,665 199 2,424 - (4,776) 6,434

The accompanying notes are an integral part of these consolidated financial statements.
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Notes to the Financial Statements

28 February 2010

1

a.

36

Accounting Policies

Statement of compliance

These financial statements have been prepared in accordance with International Financial Reporting Standards (IFRSs and IFRIC
interpretations) issued by the International Accounting Standards Board (IASB) as adopted by the EU and with those parts of the
Companies Act 2006 applicable to companies preparing their accounts under IFRS.

The Company has elected to prepare its parent Company financial statements in accordance with UK GAAP (see pages 61 to 67).

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

Going Concern

As described in the business and financial review the current economic environment is challenging. In spite of this,the Group has reported
a profit before tax for the year ended 28 February 2010 and continues to improve working capital balances and reduce debt levels.
However, the Group has been adversely affected by the significant rise in the gold price which has increased working capital balances
above budgeted values and reduced demand for the Group’s products.

The Group is anticipating a breach in its profit covenants with its senior UK borrowing provider as at 30 June 2010 and has not yet
agreed covenants for the full 12 month period from the date of the balance sheet. Management are in discussions with the Group’s
senior UK borrowing provider to reset and extend covenants up to 30 June 2011. It is expected that covenants will be set that are
achievable based on current forecasts.

Based on current forecasts the Group need to either extend the current facilities or reduce the working capital requirement by £0.6m
in September 2010, during the peak funding period. Management are currently exploring a number of viable options available to them
to achieve this.

During the year the Group has successfully extended facilities with its senior UK borrowing provider by an extra year so that they will
expire on 9 March 2012. Based upon the managed reduction of debt over the previous five years, the current balance sheet position
of the Group, detailed Group forecasts, and on-going relationships with the Group’s senior and junior lenders in the UK and Thailand
respectively, the Directors are confident that appropriate and sufficient facilities will be in place during the peak funding period.

For the above reasons, the Directors have prepared the financial statements on a going concern basis. Should the Group not obtain
sufficient financing or reduce working capital balances during the peak funding period and re-set and agree achievable covenants up to
June 2011, there exists material uncertainties which would cast significant doubt on the Group’s ability to continue as a going concern.
The financial statements do not contain any adjustments which may be required if the Group was unable to continue as a going concern.

Changes in accounting policies
New standards, interpretations and amendments effective from 1 March 2009.

The following new standards, interpretations and amendments, applied for the first time from 1 March 2009, have had an effect on the
financial statements:

® Improving Disclosures about Financial Instruments (Amendments to IFRS 7):
The application of this Amendment has resulted in changes to the disclosures provided in respect of financial instruments, primarily
in note 20 to the financial statements including an analysis of financial asset and financial liability that is measured at fair value in the
statement of financial position,into a three level fair value measurement hierarchy The Amendment does not change the recognition
or measurement of transactions and balances in the financial statements.

® Amendment to IAS | Presentation of Financial Statements:A Revised Presentation:
As a result of the application of this Amendment the Group has elected to present two separate statements, an income statement
and a statement of comprehensive income; previously it presented an income statement and the statement of recognised income
and expense. In addition, a statement of changes in equity is now presented as a primary statement where previously the
information was included in a note. The Amendment does not change the recognition or measurement of transactions and balances
in the financial statements.



Accounting policies (continued)

® Amendment to IFRS 8 Operating Segments:
The application of this Amendment has resulted in changes to the disclosure provided in respect of operating segments, primarily
in note 2 to the financial statements including an analysis of results and assets by operating segment. The Amendment does not
change the recognition or measurement of transactions and balances in the financial statements.

The following new standards, interpretations and amendments, also effective for the first time from 1 March 2009, have not had a
material effect on the financial statements:

IFRIC12 Service Concession Arrangements

IFRIC 13 Customer Loyalty Programmes

IFRIC 14/IAS 19 The limit on a Defined Benefit Asset Minimum Funding Requirements and their interaction
IFRIC 15 Agreements for the Construction of Real Estate

IFRIC 16 Hedges of a net investment in a foreign operation

Amendment to IFRS 1 and IAS27 Investment in a subsidiary, jointly controlled entity or associate
Amendment to IAS 23 Borrowing Costs

Amendment to IFRS 2 Share-based Payment:Vesting Conditions and Cancellations

Amendments to IAS 32 and IAS 1 Puttable Financial Instruments and Obligations Arising on Liquidation
Improvements to IFRSs (May 2008)

Embedded Derivatives (Amendments to IFRIC 9 and IAS 39)

New standards, interpretations and amendments not yet effective
The following new standards, interpretations and amendments, which have not been applied in these financial statements, will or may
have an effect on the Group’s future financial statements:

Revision of IFRS 3 Business Combinations

Revision 1AS 27 Consolidated and Separate Financial Statements

Eligible Hedged Items - Amendment to IAS 39 Financial Instruments: Recognition and Measurement
Improvements to IFRS (2010)

Revised version of IAS 24 Related Party Disclosures

IFRS 9 Financial Instruments

Management are considering the impact of these new standards and interpretations on the financial statements but there will be no
impact on the operating results.

The following new standards, interpretations and amendments, which have not been applied in these financial statements, are not
expected to have an effect on the Group's future financial statements:

Amendments to IFRS 1 First-time Adoption of International Financial Reporting Standards

Revised version of IFRS 1 First-time Adoption of International Financial Reporting Standards
Classification of Rights issues - Amendment to IAS 32 Financial Instruments: Classification

Group Cash-settled Share-based Payment Transactions (Amendments to IFRS 2)

Amendments to IFRS 1 First-time Adoption of International Financial Reporting Standards

Amendment to IFRS 1 “Limited Exemption from Comparative IFRS 7 Disclosures for First-time Adopters”
IFRIC 17 Distributions of Non-cash Assets to Owners

IFRIC 18 Transfers of Assets from Customers

IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments

Amendments to IFRIC 14 Prepayments of a Minimum Funding Requirement

Basis of consolidation

Subsidiaries

Subsidiaries are all entities over which the Group has the power to govern the financial and operating policies generally accompanying
a shareholding of more than one half of the voting rights.The existence and effect of potential voting rights that are currently exercisable
or convertible are considered when assessing whether the Group controls another entity. Subsidiaries are fully consolidated from the
date on which control is transferred to the Group.They are de-consolidated from the date on which control ceases.
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Notes to the Financial Statements

continued

38

Accounting policies (continued)

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group.The cost of an acquisition is
measured as the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at the date of exchange, plus
costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the acquisition date, irrespective of the extent of any minority interest.
The excess of the cost of acquisition over the fair value of the Group’s share of the identifiable net assets acquired is recorded as
goodwill. If the cost of acquisition is less than the fair value of the Group’s share of the net assets of the subsidiary acquired, the difference
is recognised directly in the income statement.

Inter-company transactions, balances and unrealised gains on transactions between Group companies are eliminated. Unrealised losses
are also eliminated unless the transaction provides evidence of an impairment of the asset transferred. Goodwiill arising on the acquisition
of Brown & Newirth Limited prior to the date of transition to IFRS has been retained at the previous UK GAAP values,as no adjustment
was required on transition. Goodwill is subject to impairment tests at least annually.

Foreign currency

(1) Functional and presentation currency
Items included in the financial statements of each of the Group’s entities are measured using the currency of the primary economic
environment in which the entity operates (the ‘functional currency’). The consolidated financial statements are presented in
Sterling, which is the Company’s functional and presentational currency.

(2) Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the
transactions.Foreign exchange gains and losses resulting from the settlement of foreign currency transactions and from the translation
at the year-end exchange rate of monetary assets and liabilities denominated in foreign currencies are recognised in the income
statement, except where hedge accounting is applied as set out in accounting policy “y” on page 42.

(3) Group companies
The results and financial position of all Group entities (none of which has the currency of a hyperinflationary economy) that have
afunctional currency different from the presentation currency are translated into the presentation currency of the Group as follows:

(i) assets and liabilities for each balance sheet presented are translated at the closing rate of the date of that balance sheet;
(i) income and expenses for each income statement are translated at average exchange rates; and
(ii) all resulting exchange differences are recognised as a separate component of equity (cumulative translation adjustment).

Revenue

Revenue from the sale of goods is recognised when the Group entity has delivered the product to the customer; the customer has
accepted the product and collectability of the related receivable is reasonably assured. No revenue is recognised if there are significant
uncertainties regarding recovery of the amount due, associated costs or the possible return of goods.

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

Exceptional items
Non-recurring income and costs whose size or nature result in a material impact on the Group's profit are classified as exceptional and
are disclosed on the face of the income statement.

Software

Software is included in the balance sheet as an intangible asset where it is clearly linked to long term economic benefits for the Group.
In this case it is measured initially at purchase cost and then amortised on a straight-line basis over its estimated useful life. All other
software costs are expensed in the income statement as incurred.



Accounting policies (continued)

Share-based payments

The Group operates a number of equity-settled share-based payment plans. In respect of share awards granted after 7 November 2002
(and not vested by 1 March 2005), in accordance with IFRS 2 ‘Share-based Payment’, an expense is recognised in respect of the fair
value of employee services received in exchange for the grant of shares or share options.

A corresponding amount is recorded as an increase in equity within retained earnings.The expense is spread over any relevant vesting
period and is calculated by reference to the fair value of the shares or share options granted, excluding the effect of any non-market
vesting conditions.

Retirement benefit costs
Payments to defined contribution retirement benefit schemes are charged as an expense as they fall due.

Interest
Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate applicable.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year.Taxable profit differs from net profit as reported in the income statement
because it excludes items of income or expense that are taxable or deductible in other years and it further excludes items that are
never taxable or deductible.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets and liabilities in
the financial statements and the corresponding tax bases used in the computation of taxable profit and is accounted for using the balance
sheet liability method. Deferred tax liabilities are generally recognised for all taxable temporary differences. In contrast, deferred tax
assets are only recognised to the extent that it is probable that future taxable profits will be available against which the temporary
differences can be utilised (which, in particular, requires an assessment of the time horizon over which taxable profits will arise to offset
brought forward losses). Liabilities are not recognised for taxable temporary differences arising on investments in subsidiaries, where
the Group is able to control the reversal of the temporary difference and it is probable that the temporary difference will not reverse
in the foreseeable future.

All deferred tax balances are calculated using the tax rates that are expected to apply in the period when the liability is settled or the
asset is realised. This means using tax rates that have been enacted or substantively enacted by the balance sheet date.

Deferred tax assets and liabilities are offset to the extent that they relate to taxes levied by the same tax authority and they are in the
same taxable entity, or a group of taxable entities where the tax losses of one entity are used to offset the taxable profits of another.

Deferred tax is charged or credited to the income statement, except when it relates to items charged or credited directly to equity,in
which case the deferred tax is also dealt with in equity.

. Goodwill

Goodwill represents the excess of cost over the fair value of the Group's share of the net identifiable assets of the acquired subsidiary
at the date of acquisition. The carrying value of the goodwill is reviewed annually for impairment. Goodwill is carried at cost less
accumulated impairment losses. Any impairment is written off to the income statement. Goodwill impairments are not reversed.

Where the fair value of the identifiable assets, liabilities and contingent liabilities exceed the fair value of consideration paid, the excess
is credited in full to the income statement.

Property, plant and equipment

Property, plant and equipment is recorded at original cost less accumulated depreciation and any recognised impairment loss. Cost
includes professional fees and, for assets constructed by the Group, any related works to the extent that these are directly attributable
to the acquisition or construction of the asset.
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Notes to the Financial Statements

continued

40

Accounting policies (continued)
The gain or loss arising on disposal of an asset is determined as the difference between the sale proceeds and the carrying amount of
the asset and is recognised in income.

Subsequent costs are included in the varying value of an asset when it is probable that additional future economic benefits will flow to
the Group and the cost of the item can be measured reliably. All other repairs and renewals are charged to the income statement as
incurred.

Depreciation, amortisation and impairment of property, plant and equipment and other intangible fixed assets.
Depreciation or amortisation is provided so as to write off, on a straight-line basis, the cost of property, plant and equipment and
intangible fixed assets including those held under finance leases.These charges are commenced from the dates the assets are available
for their intended use and are spread over their estimated useful economic lives. The estimated useful lives of assets are reviewed
regularly and, when necessary, revised. Accelerated depreciation or amortisation is provided where an asset is expected to become
obsolete before the end of its normal useful life or if events or changes in circumstances indicate that an impairment loss needs to be
recognised, as discussed below. No further charges are provided in respect of assets that are fully written down but are still in use.

The estimated useful lives for the main categories of property, plant and equipment and intangible assets are:

Freehold and long leasehold buildings 2% straight line
Short leasehold buildings Over the lease term
Motor vehicles 25-33% straight line
Equipment 10-50% straight line
Software 33% straight line

Land is not depreciated
Goodwill is not amortised

At each balance sheet date, the Group reviews the carrying amounts of its property, plant and equipment and intangible assets to
determine whether there is any indication that the carrying amount of those assets may not be recoverable through continuing use. If
any such indication exists, the recoverable amount of the asset is reviewed in order to determine the extent of the impairment loss (if
any). Where the asset does not generate cash flows that are independent from other assets, the Group estimates the recoverable
amount of the cash-generating unit to which the asset belongs.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash generating unit) is increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have
been determined had no impairment loss been recognised for the asset (or cash generating unit) in prior years.

Leases

Assets held under finance leases are recognised as assets of the Group at their deemed cost to the Group, being their fair value or, if
lower, at the present value of the minimum lease payments, each determined at the inception of the lease. The corresponding liability
to the lessor is included in the balance sheet as a finance lease obligation. Lease payments are apportioned between finance charges
and reduction of the lease obligation so as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges
are charged directly against income over the period of the lease.

Rentals payable under operating leases are charged to income on a straight-line basis over the term of the lease. Benefits received and
receivable as an incentive to enter into an operating lease are also spread on a straight-line basis over the term of the lease.

Onerous lease provisions are recognised for liabilities of uncertain timing or amount that have arisen as a result of no longer using the
asset under the lease arrangement and where there is a present obligation that will be settled in the future by meeting the ongoing
lease payments and any associated unavoidable costs.

In assessing the amount of the provision management also take into consideration any reduction of the cash outflows under the lease
arrangement due to sub-lease of the asset.

The provisions are discounted at a pre-tax rate reflecting current market assessments of the time value of money and the risks specific
to the liability.



Accounting policies (continued)

Trade receivables

Trade receivables are recognised at fair value which approximates to amortised cost, less provision for impairment. A provision for
impairment of trade receivables is established when there is objective evidence that the Group will not be able to collect all amounts
due according to the original terms of the receivables.The amount of the provision is the difference between the asset’s carrying amount
and the present value of estimated future cash flows, discounted at the effective interest rate. The amount of the provision is recognised
in the income statement.

Inventories
Inventories of raw materials are valued at the lower of cost and net realisable value where cost comprises raw materials, production
costs and inclusion of appropriate overhead. Cost is determined using the ffirst in first out’ method.

Stocks of leased gold, together with the related liability, are stated at the market value of gold at the balance sheet date. Gold where
the liability has been settled is stated at cost. Provision is made for obsolete, slow moving or defective items where appropriate.

Cash and cash equivalents
For the purpose of the cash flow statement, cash and cash equivalents include cash in hand and bank overdrafts. Bank overdrafts are
shown within borrowings in current liabilities on the balance sheet.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at amortised cost;
any difference between the proceeds (net of transaction costs) and the redemption value is recognised in the income statement over
the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the liability for at least
12 months after the balance sheet date.

Segmental reporting
Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision-maker.
The chief operating decision maker has been identified as the Board of Directors of Abbeycrest plc.

Accounting estimates and judgements

The Group’s critical accounting policies under IFRS, have been set by management with the approval of the Audit Committee. The
application of these policies requires estimates and assumptions to be made concerning the future and judgements to be made on the
applicability of policies to particular situations. Estimates and judgements are continually evaluated and are based on historical experience
and other factors, including expectations of future events that are believed to be reasonable under the circumstances.

Under IFRS an estimate or judgement may be considered critical if it involves matters that are highly uncertain, or where different
estimation methods could reasonably have been used, or if changes in the estimate that would have a material impact on the Group’s
results are likely to occur from period to period.

Management has made a provision for a lease that is considered to be an onerous lease. Estimates have been made for the expected
future cash inflows and future cash outflows of the property being leased. Further details of the provision are given in Note 19.

Financial assets
The Group classifies its financial assets into one of two categories.

(i) Receivables: Receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. They arise principally through the provision of goods and services to customers (trade receivables), but also incorporate
other types of contractual monetary asset. They are recognised at fair value and thereafter carried at amortised cost less any
provision for impairment.

(i) Fair value through profit and loss account: This category comprises only ‘in the money’ derivatives. They are carried in the balance
sheet at their fair value with changes in the fair value recognised in the income statement.
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The Group classifies its financial liabilities into one of two categories, depending on the purpose for which the asset was acquired. Other
than financial liabilities in a qualifying hedging relationship (see below), the Group’s accounting policy for each category is as follows:

Fair value through profit and loss account: This category comprises only out-of-the-money derivatives. They are carried in the balance
sheet at their fair value with changes in fair value recognised in the income statement.

Other financial liahilities: Other financial liabilities include the following items:

® Trade payable and other short-term monetary liabilities, which are recognised at fair value and thereafter carried at amortised
cost.

® Bank borrowings are initially recognised at the amount advanced net of any transaction costs directly attributable to the issue of
the instrument. Such interest bearing liabilities are subsequently measured at amor tised cost using the effective interest rate method,
which ensures that any interest expense over the period to repayment is at a constant rate on the balance of the liability carried
in the balance sheet.“Interest expense” in this context includes initial transaction costs and premia payable on redemption, as well
as any interest or coupon payable while the liability is outstanding.

Accounting for derivative financial instruments and hedging activities

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently remeasured at
their fair value. The method of recognising the resulting gain or loss depends on whether the derivative is designated as a hedging
instrument and if so, the nature of the item being hedged.The Group designates certain derivatives as hedges of highly probable forecast
transactions (cash flow hedge).

The Group documents at the inception of the transaction the relationship between hedging instruments and hedged items, as well as
its risk management objective and strategy for undertaking various hedge transactions.The Group also documents its assessment, both
at hedge inception and on an ongoing basis, of whether the derivatives that are used in hedging transactions are highly effective in
offsetting changes in fair values or cash flows of hedged items.

(i) Cash flow hedge
The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges are recognised
in equity,charged to the hedging reserve.The gain or loss relating to the ineffective portion is recognised immediately in the income
statement.

Amounts accumulated in equity are recycled in the income statement in the periods when the hedged item will affect profit or
loss (for example, when the forecast sale that is hedged takes place). However, when the forecast transaction that is hedged results
in the recognition of a non-financial asset (for example, inventory) or a liability, the gains and losses previously deferred in equity
are transferred from equity and included in the initial measurement of the cost of the asset or liability.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, any cumulative
gain or loss existing in equity at that time remains in equity and is recognised when the forecast transaction is ultimately recognised
in the income statement.\When a forecast transaction is no longer expected to occur, the cumulative gain or loss that was reported
in equity is immediately transferred to the income statement.

(i) Derivatives that do not qualify for hedge accounting
Certain derivative instruments do not qualify for hedge accounting. Such derivatives are marked to market at each balance sheet
date, with the changes in the fair value of the derivatives taken through the income statement.

(i) Hedges of a net investment in a foreign operation
Where the Group uses a non-derivative financial liability to hedge changes in the net investment in foreign operations arising from
movements in the foreign exchange rate, to the extent that the hedge is effective, gains and losses arising on the derivative are
recognised directly in equity. The ineffective portion of such hedges is recognised in the consolidated income statement.
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Segmental analysis
The Group has two main reportable segments:

(i) Brands Division —This Division is the Group’s vehicle for increased penetration of higher value segments of the jewellery market.
Its objective is to appeal to the most fashion conscious buyers through the creation of highly innovative branded jewellery collections
and differentiated service propositions.

(i) Essentials Division —This Division represents the bulk of the retained historic business of Abbeycrest. Its role is to continue to
exploit the Group’s supply capabilities across existing mainstream markets in much the same way as before; only with heightened
consumer focus; product differentiation and account management. This is the Group’s foundation.

Factors that management used to identify the Group’s reportable segments
The Group's reportable segments are strategic business units that offer different products. They are managed separately because each
business requires different marketing strategies.

Measurement of operating segment profit or loss, assets and liabilities
The accounting policies of the operating segments are the same as those described in the summary of significant accounting policies.

The Group evaluates performance on the basis of EBITDA and profit or loss from operations before tax not including non-recurring
losses, such as restructuring costs and goodwill impairment, and also excluding the effects of share based payments.

Segment assets exclude tax assets and assets used primarily for corporate purposes. Details are provided in the reconciliation from
segment assets and liabilities to the Group position.
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Segmental analysis (continued)

The following shows the revenues and results by reportable segment for the year ended 28 February 2010:

Brands Essentials
Division Division Total
£°000 £000 £000
Revenue 12,478 27,185 39,663
Segment result 411 1,555 1,966
Unallocated income 440
Finance costs (851)
Profit before income tax 1,555
Tax charge -
Profit for the period 1,555
Unallocated income relates to central costs and income, including exceptional items.
Operating profit margins
Brands Essentials
Division Division  Unallocated Total
£°000 £°000 £000 £000
EBITDA before exceptional items 547 2,288 (1,060) 1775
Less
Depreciation of tangible fixed assets (136) (611) - (747)
Amortisation of intangible fixed assets - (122) - (122)
Operating profit before exceptional items 411 1,555 (1,060) 906
Exceptional items — operating income/(costs) - - 1,500 1,500
Operating profit/(loss) 411 1,555 440 2,406
EBITDA margin before exceptional items 4.4% 8.4% - 4.5%
Operating margin before exceptional items 3.3% 5.7% - 2.3%
Segmental assets as at 28 February 2010 were as follows:
Brands Essentials
Division Division  Unallocated Reconciliation Total
£000 £'000 £000 £000 £000
Total assets 12,942 19,501 14,035 (25,391) 21,087

The reconciling items relate to the elimination of intercompany balances of £17,486,000 and fixed asset investments of £7,905,000 on

consolidation.

Non currrent asset additions totalled £373,000 of which £169,000 related to the Brands division and £204,000 related to the Essentials

division,

The following shows the revenues and results by reportable segment for the year ended 28 February 2009:

Brands Essentials
Division Division Total
£000 £000 £000
Revenue 11542 41510 53,052
Segment result 415 (2,401) (1,986)
Unallocated costs (5,130)
Finance income 6
Finance costs (3,021)
Loss before income tax (10,131)
Tax charge (58)
Loss for the period (10,189)

Unallocated costs relates to central costs and income, including exceptional items.
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Segmental analysis (continued)
Operating profit margins

Brands Essentials
Division Division  Unallocated Total
£°000 £°000 £000 £000

EBITDA before exceptional items 558 2,539 (1,071) 2,026
Less

Depreciation of tangible fixed assets (102) (687) - (789)
Amortisation of intangible fixed assets (41) (121) - (162)
Operating profit before exceptional items 415 1731 (1,071) 1,075
Exceptional items — operating costs - (4,132) (4,059) (8,191)
Operating profit/(loss) 415 (2,401) (5,130) (7,116)
EBITDA margin before exceptional items 4.8% 6.1% - 3.8%
Operating margin before exceptional items 3.6% 4.2% - 2.0%
Segmental assets as at 28 February 2009 were as follows:

Brands Essentials
Division Division Unallocated ~ Reconciliation Total
£000 £000 £000 £000 £000

Total assets 13112 36,599 24,254 (46,762) 27,203

The reconciling items relate to the elimination of intercompany balances of £35,086,000 and fixed asset investments of £11,676,000

on consolidation.

Non current asset additions totalled £497,000 of which £90,000 related to the Brands division and £407,000 related to the Essentials

division.

The Group operates from three main geographical regions: the United Kingdom, Thailand and Hong Kong.

United Kingdom Thailand Hong Kong Total
2010 2009 2010 2009 2010 2009 2010 2009
£000 £000 £°000 £000 £°000 £000 £000 £000
Total revenue 14,630 26,740 20,242 20,260 4,791 6,052 39,663 53,052
Total assets by location 7,846 11293 11,206 10,426 2,035 1984 21,087 23,703
Total revenues are allocated based on the country of origin.
No customers represented 10% or more of the Group’s revenue (2009: One customer represented 17%).
Total assets are allocated based on where the assets are located.
Operating costs
2010 2009
£000 £000
Employee benefit expense 6,778 9,319
Depreciation and amortisation 869 951
Changes in inventories of finished goods and work in progress 1,285 6,029
Raw materials and consumables used 26,911 38,284
Other expenses (including non payroll exceptional costs) 1,414 5,585
37,257 60,168
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Exceptional items

2010 2009
£°000 £'000
Exceptional items — operating costs
Cost of stock reduction programme - 2,386
Cost of Abbeycrest International restructuring (1,500) 5,805
(1,500) 8,191
Exceptional items - finance costs
Re-banking costs - 956
Total exceptional items (1,500) 9,147

Operating costs
Exceptional operating costs incurred during the year ended 28 February 2009 comprise:

(i) Restructuring costs incurred by Abbeycrest International, including redundancy-related costs and a substantial onerous lease

provision arising from the decision to vacate the Company’s premises in Leeds; and

(i) A stock clearance and liquidation programme associated with Abbeycrest International’s strategic withdrawal from relationships

with certain of its UK customers as part of the downsizing of the operation in Leeds.

The Group benefited from a write back of exceptional operating costs for the year ended 28 February 2010 of £1.5m as a result of
the agreement with its landlord to grant an option to break the lease at the Group’s former Head Office premises at Wilmington Grove

in Leeds, in September 2011.

Finance costs
The re-banking costs in 2009 relate to facility fees and associated legal costs.

Financing income and expense

2010 2009
£000 £000
Finance costs
— bank borrowings (613) (1,418)
— interest payable on leased gold facility a7 (39)
— bank charges (221) (1,564)
Finance costs (851) (3,021)
Finance income
— bank deposit interest - 6
Net finance cost (851) (3,015)




Employees

2010 2009
£000 £000
The total employment costs for all employees (including Directors) in the Group were:
Wages and salaries 5,979 7,983
Social security costs 455 662
Other pension costs 344 674
6,778 9,319
The average monthly number of persons employed by the Group (including executive Directors) during the year was as follows:
2010 2009
Number Number
Production and assembly 575 678
Sales 65 97
Administration 104 116
744 891
The total amounts for Directors' remuneration and other benefits were as follows:
2010 2009
£000 £000
Emoluments 551 318
Money purchase pension contributions 31 192
582 510

Details of the Directors including their employment and interests in share options, are given in the audited section of the

Remuneration Report.

The emoluments in respect of key management is the same as that of the Directors disclosed above and as such no separate disclosure

has been provided.

Taxation

2010 2009
Analysis of charge in year £000 £000
Current tax
— Current year - 87
— Adjustment in respect of prior year - -

- 87

Deferred tax
— Current year - (71)
— Adjustment in respect of prior year - 42
Taxation - 58
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Taxation (continued)
Tax reconciliation

The tax for the year is lower (2009: higher) than the standard rate of corporation tax in the UK (28.17%).The differences are explained

below:
2010 2009
£000 £000
Profit/(loss) before tax 1,555 (10,131)
Profit/(loss) multiplied by rate of corporation tax in the UK of 28% (2009: 28.17%) 435 (2,854)
Effects of:
Expenses not deductible for tax purposes 147 28
Non qualifying depreciation - 1
Current year deferred tax not recognised - 84
Utilisation of tax losses (40) _
Losses not utilised and carried forward - 3,155
Lower rate of tax on overseas earnings (124) (351)
Adjustments to tax charge in respect of previous periods - (5)
Other temporary differences (418) -
Total taxation - 58
Profit/(loss) before taxation
Profit/(loss) before taxation is stated after charging the following:
2010 2009
£000 £000
Depreciation of tangible fixed assets
— Owned 652 640
— Held under finance leases 95 149
Amortisation of intangible assets 122 162
Operating lease rentals:
— Plant and machinery 55 56
— Other 182 250
Auditors’ remuneration for audit services
— Group 87 87

As disclosed in the Corporate Governance Report fees paid to the auditors during the year for non audit services were £21,000

(2009: £21,000) for taxation services and £70,000 (2009: £nil) for corporate finance advice.

Profit/(loss) per share
The weighted average number of shares is as follows:

2010 2009
Number of Number of
Shares Shares
Weighted average number of shares:
For basic profit/(loss) per share 47,947,545 27,847,203
For diluted profit/(loss) per share 47,992,545 27,847,203
2010 2009
£°000 £'000
Financial profit/(loss) for the year 1,555 (10,189)
Profit/(loss) per share
— basic and diluted 3.2p (36.6)p



10 Goodwill

Goodwill
2010 £000
Cost and net book value
At 1 March 2009 1,880
Disposals (14)
At 28 February 2010 1,866
Goodwill
2009 £000
Cost and net book value
At 1 March 2008 and 28 February 2009 1,880

Impairment test
£1,866,000 of Goodwill relates to Brown & Newirth Limited. Brown & Newirth Limited is treated as a single cash generating unit
(CGL).

The Group’s methodology is to assess the recoverable amount by calculating value in use.Value in use is the present value of the cash
flows expected to be generated by the CGU over a projection period together with a terminal value. The projection period is the time
period over which future cash flows are predicted. The Group’s methodology is to use a projection period of five years. Cash flow
expectations exclude any future cash flows that may arise from restructuring or other enhancements to the cash generating activities
of the CGU and reflect management’s expectations of the range of economic conditions that may exist over the projection period.
Discount rates are associated with the Group borrowing structure. No excessive growth rates have been applied over the expected
economic growth rate.

The value in use calculations are principally sensitive to revenue growth, future margins, any significant changes to the customer base
and the discount rate used in the present value calculation. The information used for valuation purposes takes into consideration past
experience with regard to customer attrition rates and additions to the customer base, the ability to introduce price increases and new
products and experience within the geographic segments in which the Group operates, together with management’s assessment of
future operating performance and market share movements.

The key assumption on which the value in use calculation is dependent is the underlying customer base. Based on past experience,
management considers that it is reasonable to assume that there will not be a major deterioration in the customer base over the
projection period which will significantly impact the future cash flows. Should such a change occur, this would represent a triggering
event to indicate that an impairment review may be necessary. In accordance with IAS 36 “Impairment of Assets”, a full impairment
review would then be undertaken on the relevant CGU. Any such changes are monitored through normal monthly procedures. An
impairment review is undertaken annually.
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Computer
Software
2010 £000
Cost
At 1 March 2009 1,075
Additions 89
Disposals (207)
Exchange adjustment ()]
At 28 February 2010 955
Accumulated amortisation
At 1 March 2009 677
Charge for the year 122
Disposals (200)
Exchange adjustment 2)
At 28 February 2010 597
Net book value
At 28 February 2010 358
Computer
Software
2009 £000
Cost
At 1 March 2008 2,314
Additions 56
Disposals (1,768)
Exchange adjustment 473
At 28 February 2009 1,075
Accumulated amortisation
At 1 March 2008 2,177
Charge for the year 162
Disposals (1,762)
Exchange adjustment 100
At 28 February 2009 677
Net book value
At 28 February 2009 398
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12 Property, plant and equipment

Long

Freehold leasehold

land and land and Motor

buildings buildings vehicles Equipment Total
2010 £000 £'000 £000 £000 £000
Cost
At 1 March 2009 2,373 1,376 153 8,123 12,025
Additions 3 18 34 229 284
Disposals - (444) (43) (1,005) (1,492)
Exchange adjustment 43 (22) 1) 2 22
At 28 February 2010 2,419 928 143 7,349 10,839
Accumulated depreciation
At 1 March 2009 467 995 99 5,787 7,348
Charge for the year 92 40 21 594 747
Disposals - (444) (38) (1,008) (1,490)
Exchange adjustment 15 (24) - 3 (6)
At 28 February 2010 574 567 82 5,376 6,599
Net book value
At 28 February 2010 1,845 361 61 1,973 4,240

Long

Freehold leasehold

land and land and Motor

buildings buildings vehicles Equipment Total
2009 £000 £°000 £°000 £000 £000
Cost
At 1 March 2008 1,956 1141 150 7,843 11,090
Additions 13 66 49 313 441
Disposals - - (112) (657) (769)
Exchange adjustment 404 169 66 624 1,263
At 28 February 2009 2,373 1,376 153 8,123 12,025
Accumulated depreciation
At 1 March 2008 309 778 125 4,999 6,211
Charge for the year 84 91 22 592 789
Disposals - - (207) (469) (576)
Exchange adjustment 74 126 59 665 924
At 28 February 2009 467 995 99 5,787 7,348
Net book value
At 28 February 2009 1,906 381 54 2,336 4,677

The net book value of assets held under finance leases included within equipment as at 28 February 2010 was £451,000
(2009: £296,000).

Property, plant and equipment totalling £4,240,000 (2009: £4,677,000) are pledged as security against the Group’s borrowings.
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Subsidiaries
The principal subsidiary undertakings at 28 February 2010 were as follows:

Place of Ownership

incorporation %
Abbeycrest International Limited England 100%
Eric’s Jewellers Limited England 100%
Brown & Newirth Limited England 100%
Abbeycrest (Thailand) Limited Thailand 100%
Abbeycrest North America Inc. New York 100%
Abbeycrest (Hong Kong) Limited Hong Kong 100%

The issued share capital of the UK subsidiary undertakings comprise £1 ordinary shares, the Hong Kong subsidiary $1 HK ordinary

shares, the Thai subsidiary 10 Baht ordinary shares and the US subsidiary $0.1 ordinary shares.

The principal subsidiary undertakings are engaged in the design, assembly, manufacture and sale of jewellery products.

Inventories
2010 2009
£000 £000
Raw materials 4,410 4,056
Work in progress 592 630
Finished goods 3,044 4,658
8,046 9,344
Inventories include the value of leased gold (valued at year end gold spot rate) as disclosed in note 18.
Inventories totalling £3,990,000 (2009: £4,865,000) are pledged as security against the Group’s UK borrowings.
Trade and other receivables
2010 2009
£000 £000
Trade receivables 5,340 10,030
Less: Provision for impairment of trade receivables (209) (448)
Trade receivables - net 5,131 9,582
Other debtors 155 387
Prepayments and accrued income 696 734
5,982 10,703
Movements on the Group provision for impairment of trade receivables are as follows:
2010 2009
£000 £000
At 1 March 2009 448 305
Provided during the year 60 289
Receivables written off during the year as uncollectable (299) (67)
Unused amounts reversed - (79)
At 28 February 2010 209 448




15

16

17

18

Trade and other receivables (continued)
At 28 February, the ageing analysis of trade receivables is as follows:

Due but not impaired

Total Not due <30 days
2010 5,131 3,260 1,067
2009 9,582 4,773 3673

30-60 days 60-90 days  90-120 days

319 215 163
629 147 279

>120 days

107
81

There are significant balances which are past due that the Group does not consider to be impaired. The Group has based this
assumption on previous bad debt history and the fact that many of these balances are due from blue chip/national customers.

Cash and cash equivalents

2010 2009
£000 £000
Cash 493 99
Trade and other payables
2010 2009
£000 £000
Trade payables 2,398 3,705
Other taxation and social security 93 1,543
Other payables 1,405 3,762
3,896 9,010
Borrowings
2010 2009
Current £000 £000
Bank overdrafts 280 217
Bank loans 2,997 5773
Leased gold 2,563 1,704
Obligations under hire purchase contracts 80 117
5,920 7811
The gold leasing facility is secured by a bank guarantee (note 25).
2010 2009
Non-current £000 £000
Obligations under hire purchase contracts 176 251
The obligations under finance leases are secured on the assets to which they relate.
The carrying amounts of the Group’s borrowings are denominated in the following currencies:
2010 2009
Currency £000 £000
Sterling 8,305 5,613
US Dollar (4,973) 220
Euro 505 163
Thai Baht 2,259 2,066
6,096 8,062

The interest rate on floating rate financial liabilities is linked to LIBOR for periods between one day and six months.
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Borrowings (continued)

The weighted average interest rates at the balance sheet date were as follows:

2010 2009
% %
Bank overdrafts 6.2 71
Bank loans 4.7 84
Leased gold 4.5 4.2
Finance leases 6.0 79
The maturity of borrowings is as follows:
2010 2009
Obligations Obligations
Bank under hire Bank under hire
loans and purchase loans and purchase
overdrafts contracts Total overdrafts contracts Total
£000 £000 £°000 £000 £000 £000
In one year or less or on demand 5,920 80 6,000 7,768 183 7,951
Between one and two years - 51 51 - 117 117
Between two and five years - 125 125 - 68 68
More than five years - - - - - -
5,920 256 6,176 7,768 368 8,136
Amounts payable under hire purchase contracts are as follows:
2010 2009
£000 £000
In one year or less or on demand 88 203
Between one and two years 61 130
Between two and five years 135 73
284 406
Less: amounts representing interest in future minimum lease payments (28) (38)
256 368
The above figures relate to plant and machinery acquired under hire purchase contracts.
The Group has the following undrawn committed borrowing facilities available at 28 February in respect of which all conditions
precedent had been met at that date.
2010 2009
£000 £000
Expiring within one year 530 1,929

Capitalised borrowing costs

During the year the Group capitalised translation costs in relation to borrowing costs totalling £Nil (2009: £75,000).
£Nil (2009: £356,000) of borrowing costs were charged to the income statement. The fair value of borrowing costs capitalised at

28 February 2010 total £Nil (2009: £Nil).
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Provisions
Onerous lease
£000
At 1 March 2009 3,500
Utilised in year (674)
Released in the year (1,500)
At 28 February 2010 1,326

The Group had a tenancy agreement for property at Wilmington Grove, Leeds which did not expire until June 2021. As part of the
reorganisation of the UK business during the year ended 28 February 2009,a decision was made to vacate the premises and management
considered the tenancy agreement to be onerous.

Management have negotiated a break clause for September 2011 and have reassessed the onerous lease provision.

Management have assessed the obligations under the tenancy agreement and associated unavoidable costs of £1.4m. Management
have not included any income against the cash outflows due to the sublease potential being assessed as low. The net cash outflows have
been discounted at a rate of 4.5% considered to be markets current assessment of the time value of money.

Financial instruments
Risk management
The Group is exposed through its operations to the following financial risks:

Interest rate risk

Credit risk

Liquidity risk

Foreign exchange risk

® Gold price risk

In common with all other businesses, the Group is exposed to risks that arise from its use of financial instruments. This note describes
the Group’s objectives, policies and processes for managing those risks and the methods used to measure them. Further quantitative
information in respect of these risks is presented throughout these financial statements.

There have been no substantive changes in the Group’s exposure to financial instrument risks, its objectives, policies and processes for
managing those risks or the methods used to measure them from previous periods unless otherwise stated in this note.

Principal financial instruments

The principal financial instruments used by the Group, from which financial instrument risk arises, are as follows:
Trade receivables

Cash at bank and bank overdrafts

Trade and other payables

Floating-rate bank loans

Gold leases

Forward currency contracts

General objectives, policies and processes

The Board has overall responsibility for the determination of the Group's risk management objectives and policies and, whilst retaining
ultimate responsibility for them, it has delegated the authority for designing and operating processes that ensure the effective
implementation of the objectives and policies to the Group’s finance function. The Board receives monthly reports from the Group
finance function, through which it reviews the effectiveness of the processes put in place and the appropriateness of the objectives and
policies it sets.

The overall objective of the Board is to set policies that seek to reduce risk as far as possible without unduly affecting the Group’s
competitiveness and flexibility. Further details regarding these policies are set out below:
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Financial instruments (continued)

Interest rate risk

The Group finances its operations through a mixture of locally retained profits and bank borrowings. It borrows in the desired currencies
at floating rates of interest and its policy is to keep 100% of trade borrowings at floating rates of interest. Borrowings relating to HP
agreements are at a fixed rate of interest.

Based on calculations performed, the impact of a 100 basis — point shift (being the maximum reasonable expectation of changes in
interest rates) would be an increase or decrease in the annual net interest costs of £72,000 (£2009: £113,000).

Credit risk
Trade receivables and other financial instruments give rise to credit risk for the Group arising from the amounts and obligations due
from counter-parties.

Credit limits are set for customers and reviewed on a regular basis. Any impairment to the recoverability of receivables is reflected in
the income statement on a regular basis. Details of provisions for impairment of trade receivables and an analysis of the ageing of balances
at the year-end are provided in note 15.The majority of the balances not due are from large national retail companies. The maximum
exposure to credit risk is the net amount of trade and other receivables due together with cash balances.

Credit risk also arises from the possibility of counter-par ties failing to meet their obligations under forward currency contracts. However,
counter-parties are established banks with high credit ratings. The Group's theoretical risk is the cost of replacement at current market
prices of these transactions in the event of default by the counter-parties. The Group believes that the risk of incurring such losses is
remote.

Liquidity risk
Over recent years, Group debt has been relatively high and therefore the management of liquidity risk has been key, in the first instance
through addressing debt levels.

Total Group debt has been substantially reduced to £5.6m at the balance sheet date from levels of £8.0m in 2009 and £11.6m in 2008.

As at 28 February 2010, the majority of the Group’s debt is provided in the UK under a facility agreement which comprises asset-based
lending, derived from and secured against UK stock and receivables balances.

The facility flexes with the seasonal requirements of the business and includes a suite of monthly financial covenants covering profitability,
cash flow and net assets. Facility headroom requires on-going management and control.

The Group’s finance teams prepare comprehensive annual working capital forecasts which are discussed and agreed with the Group’s
primary bankers.These forecasts are used for covenant setting and are used as a medium/long term road map for controlling liquidity.
A comprehensive re-forecast is performed at least half-yearly.

Group finance also manages liquidity risk on a shorter time horizon, using detailed and well-established models. Management reviews
short-term forecasts formally on a weekly basis against the full financial forecast, with a view to identifying potential future headroom
difficulties. Corrective actions are taken accordingly. This process has worked very well since the Group re-banked with its current senior
lender in June 2006.

Additional finance is required due to the increase in the precious metal price. Group management is examining various re-financing
alternatives and is confident that the adequate finance will be obtained.

Foreign exchange risk
The Group is exposed to foreign exchange risk in two ways:

(i) Foreign currency transactions
Up to 30% of the Group's sales are made in US Dollars, with the significant majority of these processed by overseas subsidiaries.
A similar proportion of Group purchases are made in foreign currencies, mainly US Dollars, but also Euros.

The Group manages exchange rate risk through the matching of sales and purchases in the same currencies and also through the
use of forward currency contracts.



20 Financial instruments (continued)

(ii) Investments in foreign subsidiaries
A significant proportion of the Group’s net assets and profit streams are denominated in foreign currencies, particularly the Thai
Baht.

The parent Company has created inter-company hedging loans denominated in Thai Baht to mitigate against fluctuations in this
currency. These are accounted for as part of the net investment in the overseas operations to effectively hedge the currency
exposure.

Based on calculations performed, a fluctuation of plus or minus 5 Thai Baht to £1 (a reasonable degree of movement in a year,
based on historic rates) would change reported Group profits and net assets, up or down, by approximately £129,000 (2009:
£55,000) and £630,000 (2009: £560,000) respectively.

Gold price risk
The Group manages its exposure to gold price movements by matching the inherent gold price in sales orders or commitments from
customers, with daily product purchases from suppliers amounting to the same quantity.

The Group leases gold at a floating price to provide to certain suppliers on a consignment basis.Where there is a difference in the daily
matching of sales orders and product purchases above, such difference can be covered by fixing the relevant quantity of gold on the
gold lease balance.

The price of gold has moved to higher levels during the last twelve to eighteen months as a result of a combination of economic factors.
This has resulted in the need for a step up in inventory funding and increases the quantum of gross margin risk should the hedging
procedure discussed above, not be fuffilled.

The gold price has increased by £61 per ounce from 1 March 2009 to 28 February 2010. An increase of £100 per ounce in the gold
price would ultimately lead to an increase in the Group’s investment in stock of around £0.8m with no change in volumes.

Non-derivative financial instruments
The fair value of non-derivative financial assets and liabilities is the same as their book value for the year ended 28 February 2010 and
the year ended 28 February 2009.

Non-current loans and receivables and non-current borrowings are valued at amortised cost.
The fair value of cash, cash equivalents and current borrowings is approximate to their book value due to their short term.
For loans bearing a floating rate of interest it is deemed that the carrying amount approximates to their fair value.

Derivative financial Instruments
Derivative financial instruments comprise forward currency contracts.The fair value of forward currency contracts is the market rate.

These items give rise to the following fair values that have been recognised in the balance sheet:

2010 2009
Assets Liabilities Assets Liabilities
£'000 £000 £'000 £000
Current:
Foreign currency contracts - - - 1

All foreign currency contracts are to be settled in Sterling within one year from the balance sheet date. At the balance sheet date the
total notional amount of outstanding foreign currency contracts that the Group has committed to are as follows:

2010 2009
£000 £000
Foreign currency contracts - 1,206

Capital management
The Group’s objective when maintaining capital, being the share capital and capital reserves, is to safeguard the Group’s ability to continue
as a going concern so that it is able to provide returns for shareholders and benefits for other stakeholders.

57



Notes to the Financial Statements

continued

21

22

58

Deferred tax

2010 2009
£000 £'000
Deferred tax assets 102 102

Deferred tax assets have been recognised in respect of differences between accounting and tax carrying values where it is probable

that these assets will be recovered.

The movements in the deferred tax assets and liabilities (prior to offsetting of balances within the same jurisdiction as permitted by IAS

12 Income taxes) during the year were as shown below:

Accelerated

capital Other timing Tax losses
allowances differences available Total
2010 £000 £000 £000 £000
At 1 March 2009 - 102 - 102
Credited/(charged) to income statement - - - -
At 28 February 2010 - 102 - 102
Accelerated
capital Other timing Tax losses
allowances differences available Total
2009 £000 £000 £000 £000
At 1 March 2008 31 42 - 73
Credited/(charged) to income statement (31) 60 - 29
At 28 February 2009 - 102 - 102
Deferred tax assets have not been recognised in respect of total tax losses with a value of £21,340,000 (2009: £24,921,000).
Called up share capital
The Company’s share capital comprises the following shares:
2010 2010 2009 2009
No. of shares £°000 No. of shares £000
Authorised:
Ordinary shares of 10p each - - 31,000,000 3,100
New ordinary shares of 1p each 100,000,000 1,000 - -
Ordinary deferred shares of 9p each 29,217,691 2,630 - -
129,217,691 3,630 31,000,000 3,100
2010 2010 2009 2009
No. of shares £'000 No. of shares £'000
Allotted, called-up and fully paid:
Ordinary shares of 10p each - - 29,217,691 2,922
New ordinary shares of 1p each 74,142,691 741 - -
Ordinary deferred shares of 9p each 29,217,691 2,630 - -
103,360,382 3,371 29,217,691 2,922
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Share capital movements during the year:

New Ordinary

Ordinary shares  ordinary shares deferred shares
of 10p each of 1p each of 9p each Total
£000 £'000 £'000 £000
Shares in issue as at 1 March 2009 2,922 - - 2,922
Share conversion on 23 September 2009 (2,922) 292 2,630 -
Shares issued on 24 September 2009 - 449 - 449
Shares in issue as at 28 February 2010 - 741 2,630 3,371

On 23 September 2009 each of the 29,217,691 issued ordinary shares of 10p each were sub-divided into 29,217,691 new ordinary
shares of 1p each and 29,217,691 deferred shares of 9p each. Each of the 1,782,309 authorised but unissued shares of 10p each were
sub-divided into 17,823,090 new ordinary shares of 1p each. The authorised share capital was further increased by the creation of
55,959,219 new ordinary shares of 1p each.

On the 24 September 2009 the Company successfully completed the placing of 40,300,000 new ordinary shares of 1p each at a price
of 5p per share raising £2,015,000 before expenses. In addition 2,000,000 new ordinary shares of 1p each were issued at 5p per share
to Moorgarth Investments Limited in full satisfaction of a fee payable for entering into a deed of variation for an operating lease. The
Company also issued 2,625,000 new ordinary shares of 1p each to Agilo at an issue price of 5p each in full satisfaction of the lump sum
interest charges accrued up to 31 August 2009.

In total the Company raised £2,246,000 gross of expenses and incurred costs of £396,000 which have been deducted from the share
premium account.

Details of classes of share capital
Holders of ordinary shares are entitled to attend and vote at General Meetings and, on a poll, each holder will have one vote per share.
Ordinary shares rank pari passu with each other in respect of dividends and on a return of capital or a winding up.

Holders of deferred shares are not entitled to receive notice of or attend at any General Meetings. They are not entitled to receive a
dividend. On a winding-up of the Company they are entitled to the amount paid up on that share but only after the payment of the
capital paid up on each ordinary share of one pence in the share capital of the Company and the further payment of £10,000,000 on
each such ordinary share. They are not entitled to receive a share certificate.

The Company has granted options,which at 28 February 2010 had not been exercised, in respect of ordinary shares exercisable between
the following dates as set out below:

Exercise
Shares price

Executive Share Option Scheme
6 June 2003 — 6 June 2010 5,000 113p
24 May 2004 — 24 May 2011 40,000 102p

45,000

The additional disclosures required by IFRS 2 have not been given as the impact of the share based payments is not material to the
results of the Group.

A reconciliation of option movements over the year to 28 February 2010 is shown below:

2010 2009
Weighted Weighted
average average
Number exercise price Number exercise price
Outstanding at 1 March 2009 83,835 £0.79 113,235 £0.85
Expired (38,835) £0.52 (29,400) £1.02
Outstanding at 28 February 2010 45,000 £1.03 83,835 £0.79
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Capital and reserves
The following describes the nature and purpose of each reserve within owners’ equity.

Reserve Purpose

Share capital Amount subscribed for share capital at nominal value.

Share premium Amount subscribed for share capital in excess of nominal value.

Hedging reserve Gains/losses arising on the effective portion of hedging instruments.

Cumulative translation reserve Gains/losses arising on retranslating the net assets of overseas operations into Sterling.
Merger reserve A reserve created on the combination of companies within the Group.

Retained earnings Cumulative net gains and losses recognised in the consolidated income statement.

Operating leases
At the balance sheet date the Group had total future payments under non-cancellable operating leases which expire as follows:

Land and buildings Other

2010 2009 2010 2009

£000 £000 £°000 £'000

Within one year 562 436 127 81
In one to two years 805 436 91 78
In two to five years 363 1933 166 59
In more than five years 600 3594 - -
2,330 6,399 384 218

Guarantees and other financial commitments
(@) The Group had no capital commitments at the 28 February 2010 or 28 February 2009.

(b) The Group's financiers have fixed and floating charges over all assets of the Group.

Pensions

The Group operates a defined contribution pension scheme. The assets of the scheme are held separately from those of the Group
in an independently administered fund. The pension cost for the full year represents contributions payable by the Group to the fund
and amounted to £344,000 (2009: £674,000).

Related party transactions
Simon Ashton, Graham Partridge and Nick Hamley participated in the placing completed by the Company on 24 September 2009 on
the same terms as the other placees (see note 22 for further details). Under the Listing Rules their respective participations in the
placing constituted smaller related party transactions not requiring shareholder approval:

Consideration No of shares

£ allotted
S.Ashton 50,000 1,000,000
G. Partridge 30,000 600,000
N. Hamley 20,000 400,000

The Group has taken advantage of the exemption in IAS 24 “Related party transactions” from disclosing transactions between
subsidiary companies. There are no other related party transactions to disclose.



Parent Company Balance Sheet

As at 28 February 2010

2010 2009
Note £°000 £'000
Fixed assets
Investments 4 7,884 11,655
7,884 11,655
Current assets
Debtors 5 4,203 12,507
Cash at bank and in hand - -
4,203 12,507
Creditors
Amounts falling due within one year 6 (539) (14,217)
Net current assets/(liabilities) 3,664 (1,710)
Total assets less current liabilities 11,548 9,945
Creditors
Provisions 8 (1,326) (3,500)
Net assets 10,222 6,445
Capital and reserves
Called-up share capital 9 3,371 2,922
Share premium account 10 7,066 5,665
Merger reserve 10 199 199
Profit and loss account 10 (414) (2,341)
Equity shareholders’ funds 11 10,222 6,445

Approved and authorised for issue by the Board and signed on its behalf by:

S.Ashton
Chairman

29 June 2010

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

G.D.Partridge
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Accounting policies
Statement of accounting policies
The significant accounting policies, which have been applied consistently throughout the year and the preceding year, are as follows:

Basis of preparation
The financial statements have been prepared under the historical cost convention, on a going concern basis, and in accordance with
applicable United Kingdom accounting standards and the Companies Act 2006.

The Directors consider the going concern basis to be appropriate due to reasons set out in the Group accounting policies note 1(b).

As permitted by FRS 29, the disclosures in relation to financial instruments are not presented in the parent Company financial statements
as disclosure is already made in the Group financial statements in note 20.

Fixed asset investments
Fixed asset investments are shown at cost less any provision for impairment.

Taxation
Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or recovered) using the tax
rates and laws that have been enacted or substantially enacted by the balance sheet date.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance sheet date where
transactions or events that result in an obligation to pay more tax in the future or a right to pay less tax in the future have occurred at
the balance sheet date. Timing differences are differences between the Group’s taxable profits and its results as stated in the financial
statements that arise from the inclusion of gains and losses in tax assessments in periods different from those in which they are recognised
in the financial statements.

A deferred tax asset is regarded as recoverable and, therefore, recognised only when, on the basis of all available evidence, it can be
regarded as more likely than not that there will be suitable taxable profits from which the future reversal of the underlying timing
differences can be deducted.

Deferred tax is not recognised when fixed assets are sold and it is more likely than not that the taxable gain will be rolled over, being
charged to tax only if and when the replacement assets are sold.

Deferred tax is recognised in respect of the retained earnings of overseas subsidiaries and joint ventures only to the extent that, at the
balance sheet date, dividends have been accrued as receivable or a binding agreement to distribute past earnings in the future has been
entered into by the subsidiary or associate.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which the timing differences are expected
to reverse, based on tax rates and laws that have been enacted or substantively enacted by the balance sheet date and is measured on
a non-discounted basis.

Foreign currency

Transactions in foreign currencies are recorded at the rate of exchange on the date of the transaction. All monetary assets and
liabilities denominated in foreign currencies are translated at the actual rate of exchange ruling at the balance sheet date. Any gain
or loss arising from a change in exchange rates subsequent to the date of the transaction is included as an exchange gain or loss in the
profit and loss account.

Leases

Assets held under finance leases and other similar contracts, which confer rights and obligations similar to those attached to owned
assets, are capitalised as tangible fixed assets and are depreciated over the shorter of the lease terms and their useful lives. The capital
element of future lease obligations are recorded as liabilities, while the interest elements are charged to the profit and loss account over
the period of the leases to produce a constant rate of charge on the balance of capital repayments outstanding. Rentals under operating
leases are charged on a straight-line basis over the lease term.



Accounting policies (continued)

Retirement benefit costs

The Company operates a defined contribution pension scheme.The amount charged to the profit and loss account represents the
employer’s contribution payable for the year.

Financial assets

Receivables: Receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.
They arise principally through the provision of goods and services to customers (trade receivables), but also incorporate other types
of contractual monetary asset.They are recognised at fair value and thereafter carried atamortised cost less any provision for impairment.

Financial liabilities
Other financial liabilities include the following items:

® Trade payables and other short-term monetary liabilities, which are recognised at fair value and thereafter carried at amortised
cost.

® Bank borrowings are initially recognised at the amount advanced net of any transaction costs directly attributable to the issue of
the instrument.Such interest bearing liabilities are subsequently measured at amortised cost using the effective interest rate method,
which ensures that any interest expense over the period to repayment is at a constant rate on the balance of the liability carried
in the balance sheet.“Interest expense” in this context includes initial transaction costs and premia payable on redemption, as well
as any interest or coupon payable while the liability is outstanding.

Profit for the year
As permitted by section 408 of the Companies Act 2006, the Company has elected not to present its own profit and loss account for
the year. The Company reported a profit for the financial year ended 28 February 2010 of £1,927,000 (2009: loss £4,932,000).

The auditors' remuneration for audit services to the Company was £15,000 (2009: £15,000).

The auditors' remuneration for non-audit services was £6,000 (2009: £6,000).

Staff costs
The average monthly number of employees (including executive Directors) was:

2010 2009

Number Number

Administration 5 5
Their aggregate remuneration comprised:

2010 2009

£000 £000

Wages and salaries 673 475

Social security costs 84 42

Other pension costs 27 53

784 570
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Fixed asset investments

2010
£000
Cost
At 1 March 2009 16,268
Disposals (3,771)
At 28 February 2010 12,497
Amounts written off
At 1 March 2009 and 28 February 2010 4,613
Net book value
At 28 February 2010 7,884
At 28 February 2009 11,655
Principal subsidiary undertakings are listed in note 13 to the Group financial statements.
Debtors
2010 2009
£000 £000
Amounts owed by Group undertakings 3,810 12,189
Other debtors 102 102
Prepayments and accrued income 291 216
4,203 12,507
Creditors - Amounts falling due within one year
2010 2009
£000 £000
Bank loans and overdrafts 377 4,662
Obligations under hire purchase contracts - 43
Amounts owed to subsidiaries - 8,227
Other taxation and social security 17 18
Accruals and deferred income 145 1,267
Dividends - -
539 14217

The bank loans and overdrafts are secured by fixed and floating charges over the assets of the Group.



Borrowings
Borrowings are repayable as follows:

2010 2009
£°000 £000
Within one year
Bank and other borrowings 377 4662
Obligations under hire purchase contracts - 43
After one year and within two years - -
Obligations under hire purchase contracts - -
After two years and within five years
Hire purchase agreements - -
377 4,705

Provisions for liabilities and charges
Onerous lease

£000
At 1 March 2009 3,500
Utilised in year (674)
Released in the year (1,500)
At 28 February 2010 1,326

The Company had a tenancy agreement for property at Wilmington Grove, Leeds which did not expire until lune 2021. As part of the
reorganisation of the UK business during the year ended 28 February 2009,a decision was made to vacate the premises and management
considered the tenancy agreement to be onerous.

Management have negotiated a break clause for September 2011 and have reassessed the onerous lease provision.

Management have assessed the obligations under the tenancy agreement and associated unavoidable costs of £1.4m. Management
have not included any income against the cash outflows due to the sublease potential being assessed as low. The net cash outflows have
been discounted at a rate of 4.5% considered to be markets current assessment of the time value of money.

Deferred tax
Deferred tax assets have not been recognised in respect of total tax losses with a value of £7,577,000 (2009: £6,533,000).

Called up share capital
The Company’s share capital comprises the following shares:

2010 2010 2009 2009
No. of shares £000 No. of shares £000

Authorised:
Ordinary shares of 10p each - - 31,000,000 3,100
New ordinary shares of 1p each 100,000,000 1,000 - -
Ordinary deferred shares of 9p each 29,217,691 2,630 - -
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Called up share capital (continued)

2010 2010 2009 2009
No. of shares £°000 No. of shares £'000
Allotted, called-up and fully paid:

Ordinary shares of 10p each - - 29,217,691 2,922
New ordinary shares of 1p each 74,142,691 741 - -
Ordinary deferred shares of 9p each 29,217,691 2,630 - -
103,360,382 3,371 29,217,691 2,922

New Ordinary

Ordinary sharesordinary shares deferred shares
of 10p each of 1p each of 9p each Total
£000 £000 £'000 £000
Shares in issue as at 1 March 2009 2,922 - - 2,922
Share conversion on 23 September 2009 (2,922) 292 2,630 -
Shares issued on 24 September 2009 - 449 - 449
Shares in issue as at 28 February 2010 - 741 2,630 3,371

On 23 September 2009 each of the 29,217,691 issued ordinary shares of 10p each were sub-divided into 29,217,691 new ordinary
shares of 1p each and 29,217,691 deferred shares of 9p each. Each of the 1,782,309 authorised but unissued shares of 10p each were
subdivided into 17,823,090 new ordinary shares of 1p each. The authorised share capital was further increased by the the creation of
55,959,219 new ordinary shares of 1p each.

On the 24 September 2009 the Company successfully completed the placing of 40,300,000 new ordinary shares of 1p each at a price
of 5p per share raising £2,015,000 before expenses. In addition 2,000,000 new ordinary shares of 1p each were issued at 5p per share
to Moorgarth Investments Limited in full satisfaction of a fee payable for entering into a deed of variation for an operating lease. The
Company also issued 2,625,000 new ordinary shares of 1p each to Agilo at an issue price of 5p each in full satisfaction of the lump sum
interest charges accrued up to 31 August 2009.

In total the Company raised £2,246,000 gross of expenses and incurred costs of £396,000 which have been deducted from the share
premium account.

Details of classes of share capital
Holders of ordinary shares are entitled to attend and vote at General Meetings and, on a poll, each holder will have one vote per share.
Ordinary shares rank pari passu with each other in respect of dividends and on a return of capital or a winding up.

Holders of deferred shares are not entitled to receive notice of or attend at any General Meetings. They are not entitled to receive a
dividend. On a winding-up of the Company they are entitled to the amount paid up on that share but only after the payment of the
capital paid up on each ordinary share of one pence in the share capital of the Company and the further payment of £10,000,000 on
each such ordinary share. They are not entitled to receive a share certificate.

The Company has granted options,which at 28 February 2010 had not been exercised, in respect of ordinary shares exercisable between
the following dates as set out below:

Exercise
Shares price

Executive Share Option Scheme
6 June 2003 - 6 June 2010 5,000 113p
24 May 2004 — 24 May 2011 40,000 102p

45,000

The additional disclosures required by FRS 20 have not been given as the impact of the share based payments is not material to the
results of the Company.
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Called up share capital (continued)

A reconciliation of option movements over the year to 28 February 2010 is shown below:

2010 2009
Weighted Weighted
average average
Number exercise price Number exercise price
Outstanding at 1 March 2009 83,835 £0.79 113,235 £0.85
Expired (38,835) £0.52 (29,400) £1.02
Outstanding at 28 February 2010 45,000 £1.03 83,835 £0.79
Reserves
Share Profit
premium Merger and loss
account reserve account Total
£°000 £°000 £000 £000
At 1 March 2009 5,665 199 (2,341) 3,523
Shares issued 1,401 - - 1,401
Retained profit for the year - - 1,927 1927
At 28 February 2010 7,066 199 (414) 6,851
Movement in equity shareholders’ funds
The overall movement in equity shareholders’ funds during the year was as follows:
2010 2009
£000 £000
Profit/(loss) for the financial year 1,927 (4,932)
Shares issued 1,850 306
Net increase/(reduction) in shareholders’ funds 3,777 (4,626)
Opening equity shareholders’ funds 6,445 11,071
Closing equity shareholders’ funds 10,222 6,445

67






Notes

1

10.

11

12.

13.

14,

15.

A member entitled to attend and vote at the Annual General Meeting convened by the notice set out above is entitled to appoint a proxy or proxies to attend, speak and
vote in his place. A member may appoint more than one proxy in relation to the Meeting, provided that each proxy is appointed to exercise the rights attached to a different
share or shares held by that member. A proxy need not be a member of the Company. A Form of Proxy is enclosed for your use.

To appoint more than one proxy you may photocopy the proxy form attached. Please indicate the proxy holder's name and the number of shares in relation to which they
are authorised to act as your proxy (which, in aggregate, should not exceed the number of shares held by you). Please also indicate if the proxy instruction is one of multiple
instructions being given. All forms must be signed and should be returned together in the same envelope.

To be valid, the Form of Proxy together with any power of attorney or other authority (if any) under which it is signed or a notarially certified copy of such power or authority
must be received by the Company’s Registrars, Capita Registrars, The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU not later than 2.00 pm on 15 August 2010.

If you are unable to attend the meeting, please complete and return the enclosed Form of Proxy so as to reach the Company’s Registrar not later than 2.00 pm on 15 August
2010.1f you are a member of CREST,you may register the appointment of proxy through the CREST electronic appointment service using CREST ID RA10.For further details
refer to the CREST manual. Completion of a Form of Proxy or the appointment of a proxy electronically will not stop you attending the meeting and voting in person should
you so wish. CREST personal members or other CREST sponsored members, and those CREST members who have appointed a voting service provider(s) should refer to
their CREST sponsor or voting service provider(s), who will be able to take the appropriate action on their behalf.

In order for a proxy appointment, or instruction, made by means of CREST to be valid, the appropriate CREST message (a “CREST Proxy Instruction”) must be properly
authenticated in accordance with Euroclear UK & Ireland Limited's (“EUI”) specifications and must contain the information required for such instructions, as described in the
CREST Manual. The message regardless of whether it relates to the appointment of a proxy or to an amendment to the instruction given to a previously appointed proxy
must, in order to be valid, be transmitted so as to be received by the issuer’s agent (ID RA 10) by the latest time(s) for receipt of proxy appointments specified in the Notice
of Meeting. For this purpose, the time of receipt will be taken to be the time (as determined by the timestamp applied to the message by the CREST Applications Host) from
which the issuer’s agent is able to retrieve the message by enquiry to CREST in the manner prescribed by CREST.The Company may treat as invalid a CREST Proxy Instruction
in the circumstances set out in Regulation 35(5) of the Uncertificated Securities Regulations 2001. CREST members and where applicable, their CREST sponsors or voting
service providers should note that EUI does not make available special procedures in CREST for any particular messages. Normal system timings and limitations will therefore
apply in relation to the input of CREST Proxy instructions. It is therefore the responsibility of the CREST member concerned to take (or, if the CREST member is a CREST
personal member or sponsored member or has appointed a voting service provider(s), to procure that his or her CREST sponsor or voting service provider(s) take(s)) such
action as shall be necessary to ensure that a message is transmitted by means of the CREST system by any particular time. In this connection, CREST members and, where
applicable, their CREST sponsors or voting service providers are referred, in particular, to those sections of the CREST Manual concerning practical limitations of the CREST
system and timings.

A*“vote withheld” option is provided on the Form of Proxy which is to enable a shareholder to withhold their vote on a particular resolution. It should be noted that a vote
withheld is not a vote in law and will not be counted in the calculation of the proportion of votes “for” or “against” a resolution.

Disapplication of pre-emption rights (resolution 8) will allow the Board to allot equity securities for cash otherwise than to existing ordinary shareholders pro- rata to their
existing holdings. Such power would be limited to the situations referred to in paragraphs (a) and (b) of that resolution. Paragraph (a) refers to rights issues and open offers.
Paragraph (b) permits allotments for cash (other than rights issues) of ordinary shares up to an aggregate nominal amount not exceeding 5% of the issued ordinary share
capital as shown in the latest annual published accounts which complies with the guidelines issued by the Investment Committees of the Association of British Insurers and
the National Association of Pension Funds.

Copies of (a) the Directors' service contracts; and (b) a statement of the directors’ share interests and those of their families will be available for inspection during business
hours on any weekday from the date of this Notice until the conclusion of the Annual General Meeting at the Company’s registered office and at the office of Pinsent Masons
LLP, City Point, One Ropemaker Street, London EC2Y 9AH.These documents will also be available for inspection at the place of the Annual General Meeting for at least 15
minutes prior to, and during, the Annual General Meeting.

Pursuant to Regulation 41 of the Uncertificated Securities Regulations 2001, the Company specifies that only those Shareholders registered in the register of members of
the Company as at 6.00 pm on 15 August 2010 (or in the case of an adjournment as at 48 hours before the time appointed for holding the meeting) shall be entitled to
attend or vote at the above meeting and that the number of votes which any Shareholder may cast, on a poll, will be determined by reference to the number of shares
registered in such Shareholder's name at that time. Changes to entries on the register after that time will be disregarded in determining the rights of any person to attend or
vote at the Annual General Meeting.

The right to appoint a proxy does not apply to a person whose shares are held on their behalf by another person and who have been nominated to receive communications
from the Company in accordance with section 146 of the Companies Act 2006 (a“Nominated Person”). Nominated Persons may have a right under an agreement with the
registered shareholder who holds the shares on their behalf to be appointed (or to have someone else appointed) as a proxy.Alternatively, if Nominated Persons do not have
such a right, or do not wish to exercise it, they may have the right under such an agreement to give instructions to the person holding the shares as to the exercise of voting
rights.

As at 7 luly 2010 (being the latest business day prior to the publication of this notice), the Company’s issued share capital consists of 74,142,691 ordinary shares of 1 pence
each, carrying one vote each. Every member has one vote on a show of hands and on a poll one vote for each share held.

Completion and return of the proxy form will not prevent you from attending and voting in person at the meeting or any adjourned meeting if you so wish. If you have
appointed a proxy and attend the Meeting in person, your proxy appointment will automatically be terminated.

A proxy form is enclosed for your use. If you do not specifically nominate another person to attend the Annual General Meeting and to vote on your behalf, the Chairman
of the Annual General Meeting will be appointed as your proxy and will vote or abstain on a poll, on your behalf in accordance with your instructions.

In the case of joint holders,where more than one of the joint holders purports to appoint a proxy, only the appointment submitted by the most senior holder will be accepted.
Seniority is determined by the order in which the names of the joint holders appear in the company’s register of members in respect of the joint holding (the first-named
being the most senior).

To change your proxy instructions simply submit a new proxy appointment using the methods set in [the form of proxy]. Note that the cut-off time for receipt of proxy
appointments (see above) also apply in relation to amended instructions; any amended proxy appointment received after the relevant cut-off time will be disregarded.
Where you have appointed a proxy using the hard-copy proxy form and would like to change the instructions using another hard-copy proxy form, please contact Capita
Registrars, Proxy Department, 34 Beckenham Road, Beckenham, BR3 4TU.

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

In order to revoke a proxy instruction you will need to inform the Registrar by sending a signed hard copy notice clearly stating your intention to revoke your proxy appointment
to Capita Registrars, 34 Beckenham Road, Beckenham, BR3 4TU. In the case of a member which is a company, the revocation notice must be executed under its common
seal or signed on its behalf by an officer of the company or an attorney for the company. Any power of attorney or any other authority under which the revocation notice is
signed (or a duly certified copy of such power or authority) must be included with the revocation notice.

The revocation notice must be received by the Registrar no later than 2.00pm on the 15th August 2010.

If you attempt to revoke your proxy appointment but the revocation is received after the time specified then, subject to the paragraph 1 above, your proxy appointment will
remain valid.
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Directors and Advisers

Directors Simon Ashton (Chairman)
Graham Partridge B.A.Hons., FC.M.A (Group Finance & Operations Director)
Nick Hamley (Group Sales & Marketing Director)

Company Secretary Graham Partridge B.A.Hons., FC.M.A.
Bankers Burdale Financial Limited
5th Floor

Bow Bells House
1 Bread Street
London

EC4 M9BE

Stockbrokers Evolution Securities Limited
Kings House
1 King Street
Leeds
LS1 2HH

Auditors BDO LLP
1 Bridgewater Place
Leeds
LS11 5RU

Legal Advisers Pinsent Masons LLP
1 Park Row
Leeds
LS1 5AB

Registrars and Capita Registrars
Transfer Office The Registry
34 Beckenham Road
Beckenham
Kent
BR3 4TU

Financial PR Rawlings Financial PR Limited
2 Howsham

York
YO60 7PH

The Company’s registered number is 1411796
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