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designcapital plc EXECUTIVE CHAIRMAN’S STATEMENT

I am pleased to present the Company’s Report and Financial Statements for the year to 31 December 2010.

designcapital plc (the Company) was incorporated in June 2007, and was admitted to AIM on 21 January 2008, with the
strategic objective of becoming a major pan-European design-focused investment company.

We were admitted to the AIM market during one of the most difficult periods in living memory, with great uncertainty as to the
impact of the “credit crunch”, the banking crisis, as well as energy prices and raw material costs, on economic activity.

There were also significant uncertainties as to whether these pressures could be managed by the world's monetary
authorities without triggering a deeper recession or a sharp rise in inflation.

The most immediate consequences of the economic crisis that has dominated since 2008, and continues to the present day,
has been a sharp contraction in credit, a downturn in economic activity and a worldwide slowdown in most of the industry
sectors, including the high-end furniture design industry.

Amidst this very difficult economic background, which affects most of the major markets in which the Company’s investment
targets operate, the Company has moved quickly to restructure its trading activities and to adopt a strategy appropriate for
the adverse market conditions that it expects to continue for the foreseeable future.

In June 2010, after 24 months of restructuring within the intricate and cumbersome framework of French labour regulations,
both our Paris based subsidiaries, Artelano, involved in the edition of high-end contemporary design furniture, and Forum
Diffusion s.a.s., a multi-brand retailer of high-end design furniture to the contract and office markets, were allowed to exit their
restructuring status and to operate again within the normal commercial markets.

As highlighted in the interim results for the Group at June 2010, the obligation placed on our subsidiaries by the French
courts to remain under the restructuring status for the maximum period of “redressement judiciaire” allowed by the French
law, had seriously compromised the Company’s ability to bid for business in their strategic market segments such as banks,
public institutions and large multinational companies.

In June 2010 the operating cost base of both companies was running significantly below 2009 levels, and like for like figures
demonstrated the overall progress that we had made in the first half of the year as we continued to restructure the
businesses, reduce costs and improve operational efficiencies within the logistics side of the business.

Forum Diffusion’s business has been refocused on the more profitable contracts market. The show-room of the company,
structurally loss-making, was sold in June 2010 for €1.1m after costs. This strategy began to produce results as, in
September 2010, the Company had identified and targeted more than €7.5m worth of projects; bids worth €3.2m were being
assessed by clients, and €1.2m worth of orders had already been contracted for delivery before the end of the year.

In September 2010, we had also re-orientated our Artelano business around its show-room and contract activities and our
strategy was to present new higher-end products to clients, and to work on the opening of the first international show-room of
Artelano in Mayfair, London.

Notwithstanding the progress brought about through the restructuring, the opportunities that were being identified, most
notably at Forum Diffusion s.a.s., which supported a reasonable anticipation of growth in our French subsidiaries during
2011, subsequently suffered from delays and were ultimately contracted with very thin margins.

The worsening economic conditions that we had started to identify in the latter part of 2010, and the near term business focus
that resulted from these extra-ordinary market conditions, prompted us to re-consider the business model and markets that
we were active in.
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Following the transfer of the Artelano brand and contracts with designers to designcapital plc in London, it had become
increasingly apparent to us that maintaining the operations of Artelano s.a. in Paris, which had undergone an 18 month
restructuring under the French “Redressement Judiciaire” process, had neither operational or strategic value to the Group.

Following careful consideration, it was decided to cease the trading activities of Artelano S.A. as soon as was practicable and
on 17 May 2011 the liquidation commenced.

Responsibility for the international development of the Artelano brand had previously been re-located to London to be driven
and managed through Artelano International Ltd (“Artelano International”), designcapital’s UK subsidiary with its head office
in London.

The winding up of the business on 17 May 2011 resulted in a termination of the restructuring plan agreed as part of the
“Redressement Judiciaire” process, which included the obligation to repay historical "frozen" trade liabilities amounting to
approximately £1.9 million. Given the losses reported during the year ended 31 December 2010, together with the expected
level of future losses, this resulted in a non-cash provision being made against designcapital’s investment in Artelano S.A. of
£1.8 million plus intra group receivables of £0.9 million in the Company’s financial statements for the year ended 31
December 2010. The goodwill impairment in the Group Financial Statements regarding Artelano S.A. was £1.2 million.

During the early part of 2011, and despite the fact that Forum Diffusion s.a.s. had gained a number of significant orders, the
market started to deteriorate further and more quickly.

In the light of this deterioration the Forum Diffusion s.a.s. restructuring plan was reviewed. As part of the “Redressement
Judiciaire” process, Forum Diffusion S.A. was obliged to repay historical "frozen" trade liabilities amounting to approximately
€4.5 million over a ten year period, however the Company concluded that in the current global economic environment, the
restructuring plan was not reasonably achievable.

Following careful consideration, it was decided to cease the trading activities of Forum Diffusion s.a.s. and of Forum
Developpement s.a.s. as soon as practicable. The liquidation of Forum Diffusion commenced on 25 August 2011.

The winding up of the Forum Diffusion business resulted in a termination of the restructuring plan agreed as part of the
“Redressement Judiciaire” process, including the obligation on Forum Diffusion s.a.s. to repay the residual historical "frozen"
trade liabilities amounting to approximately €4.5 million.

This resulted in a non-cash provision being made against designcapital’s investments in Forum Diffusion s.a.s and Forum
Developpement s.a.s of £1.7 million plus intra group receivables of £0.2 million in the Company’s Financial Statements for
the year ended 31 December 2010. The goodwill impairment in the Group Financial Statements relating to Forum Diffusion
s.a.s. and Forum Developpement s.a.s. was £1.4 million.

Financial Performance

Consolidated revenues for the year ended 31 December 2010 were £4,636,440 (2009 – £8,136,307) and cost of sales were
£3,106,413 (2009 – £5,238,144), producing a gross profit of £1,530,027 (2009 – £2,898,163) at a combined margin of 33%
(2009 – 36%).

Before adjustments for intragroup transactions, Artelano and Artelano International contributed revenues of £526,932 (2009
– £1,922,920), on which they made a loss before tax of £1,111,779 (2009 – loss of £728,469).

Before adjustments for intragroup transactions, Forum Diffusion and Forum Developpement contributed revenues of
£4,721,139 (2009 – £7,230,480), on which they made a loss before tax of £592,949 (2009 – loss of £1,829,067).

The Group benefited from exceptional income of £794,995 (2009 – £Nil) and incurred total administrative and other operating
expenses of £4,429,184 (2009 – £6,813,782). The goodwill impairment charge was £2,612,673.

After taking account of finance income, finance costs and taxation, the retained loss attributable to shareholders was
£5,075,411 (2009 – £4,228,178).
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Outlook

designcapital was established to act as a consolidator within the European design space.

The recession, lack of credit for smaller businesses and the fact that the entrepreneurs behind many businesses which
started in the late 1960’s and 1970’s are now reaching retirement age without natural successors, together with the impact of
e-commerce and of the internet on high-street furniture show-room businesses, means that in a fragmented and difficult
market there are numerous opportunities.

Whilst 2009 and 2010 were years in which designcapital worked to establish the foundations for creating a profitable growth
business and secure acquisition opportunities within a reasonably steady market environment, the economic crisis that
continued to develop and expand throughout 2011 and that is likely to have negative implications for the foreseeable future
has prompted us to reconsider our strategy and to adapt to the new and medium term market conditions.

That said, the Board of designcapital maintains its vision and despite the current market environment and overall economic
outlook, believes that within the medium term, the Group can be generating an attractive margin on solid revenues, from a
business model based upon a combination of the procurement of high-end design furniture for business to business (B2B)
and contract clients; classic e-commerce distribution of high-end design furniture brands such as Artelano to consumers
(B2C); and the provision of financial and other services serving clients and brands of the high-end design furniture industry.

We have a wealth of experience and an excellent practical understanding of the market aided in part through the
restructuring of our French operations. As a result we have adapted our strategy as follows:-

Artelano:

The manufacture of Artelano products has stopped for six months in 2011 to allow for the implementation of the new
business model. Taking account of the market conditions, we believe that this temporary suspension of the business has
allowed us to reduce costs and preserve cash, without damaging the brand.

In the future the Group will continue to manage the overall strategy of the brand; the selection of designers and products;
marketing and communication. All other non-core activities will be sub-contracted or licensed to strategic partners, through
long-term contracts:

 The brand will not be distributed through wholesale networks, but rather through direct distribution channels,
contract or B2B channels and a show-room located in London;

 The distribution strategy for the B2C segment is focussed on a new e-commerce enabled internet site that will go live
in late January 2012, first in France and subsequently in the UK, to allow fast entry into the main European markets;

 The management of the internet site will be licensed to an existing internet venture that manages brand sites;
 This distribution strategy allows the Group to better position and manage the brand’s pricing strategy and to

decrease the retail price to clients by 25% on average, compared to retail prices of the same or similar Artelano
product previously sold through classic show-rooms;

 The new distribution strategy also facilitates a strong affiliation programme internationally and in other markets
where the brand will have market presence;

 Two distribution joint-venture and licence agreements have been established with local partners to cover the Middle
East market, and also the US and Canada regions;

 The production of our products, instead of being spread between a variety of small artisan manufacturers located
mostly in Italy will, in the future, be managed in partnership with another editor of high-end furniture. This partnership
will allow the Group to generate immediate economies of scale and to mutualise transportation, warehousing and
ancillary costs;

 The product range of Artelano, which was previously considered to be niche, too “designer” and unrealistically
expensive, has gained breadth and depth by the addition of new designers and products which adds a more
contemporary, classic style “twist” to the brand;

 A range of products exclusively aimed at the contract market is also being developed to better answer the needs of
this market segment.
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E-Procurement:

The Group has accelerated the development of of DEEZPLAY.com, something the Directors believe will be the first B2B
e-procurement platform for the high-end design market. This B2B e-procurement platform is expected to go live in Spring
2012 and aims to:

 become the standard for presenting furniture products to the professional market. Such a market standard does not
exist currently;

 offer initially 150 brands and 35,000 selected products that were previously distributed by Forum Diffusion,
presented in 3D, with a wealth of technical information;

 offer functionality that brings together a mix of space-planning, drag and drop 3D planning, financing, asset and
facilities management services, that has no equivalent on the market;

 offer products to professionals at a price 15% to 25% below the price at which they currently buy from their traditional
retail suppliers;

 target a market of architects, interior designers or decorators, space-planners, and purchase directors for major
corporations and central buyers.

This platform will not be a mass market e-procurement tool; it is dedicated to a very specific, well identified population of
users. On the basis that there are 27,000 active architects in France it is anticipated that 4,000 to 5,000 users could become
clients of DEEZPLAY.com within 24 months from launch.

Thereafter, it will be rolled out in all European markets where the Group is able to partner with local internet distribution
partners, on a subcontracted or licensed basis.

Whilst not contributing greatly to 2012 numbers, this platform should accelerate growth from 2013 onwards.

designcapital*Finance:

Recent experience at Forum Diffusion made us appreciate that the office and contract furniture industry lacks financial
solutions to fund or re-finance sizeable furniture assets, which are in essence non-strategic assets.

We intend to create a new company, “designcapital*finance”, which it is expected to adapt financing methods common in IT
and automobile management to the procurement of furniture. Initial financial “sale and rent back” proposals have been
developed for large and medium sized companies, hotels chains and related sector companies.

The relevant services are centred around the concept of sale and rent back (operational leasing) of non-strategic assets such
as high-end furniture which, although necessary for the functioning of a company, add little to valuation and therefore should
be “externalised” in order not to consume shareholder’s equity or debt.

The financing proposition can be offered to our corporate clients as well as being made available to our industry partners
where we can provide made to measure rental products in support of their sales efforts.

The market for high-end furniture for the office and contract segments is estimated to be around €2bn per year in Europe, of
which €450m is found in each of France and the UK.

We estimate the installed asset base of high-end furniture in large corporations, not currently debt or lease financed,
representing an inadequate allocation of cash for such companies, amounts to at least €2bn in France, and similar in the UK.
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Board of Directors

As the business moves towards delivering its new strategy, a number of complimentary appointments will be made to
strengthen the Board. In particular, expertise will be required in support of the development of the North American and Middle
East markets as well as in the key area of brand and product development.

S Tikhomerof and F Michel-Verdier resigned on 29 June 2010 and 26 August 2011 respectively.

2010 and 2011 to date have been periods of significant change during which actions were taken to refocus designcapital’s
business and to ensure the long term future and success for its shareholders. New distribution channels have been
established through which the Group’s products can be sold and on terms that reduce the risk and costs of distribution.
Manufacturing and logistics have been outsourced further reducing the fixed costs of the Group. As a result of the
restructuring and liquidation of the French subsidiaries, the Group’s obligation to pay trade liabilities frozen under the
“Redressement Judiciaire” process totalling approximately €6.1 million have been terminated.

As a result of the actions taken, the Group now has a cost base considerably lower than in 2010 and with the significant
proportion of cost being incurred on a variable basis, the level of sales required to achieve a profit and to generate cash is a
fraction of that required in previous years.

Frederic Bobo
Executive Chairman

23 December 2011
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designcapital plc REPORT OF THE DIRECTORS

The Directors present their report and the audited financial statements for the year ended 31 December 2010.

Principal Activities

The strategic objective of designcapital is to become a major pan-European design-focused investment company. The
Group identifies and acquires or invests in companies and brands with a focus on:

 distribution and multi-brand retailing of high-end and luxury design furniture and designer-enabled products and
appliances; and

 creation and advisory services in the fields of architecture and design.

The Group focuses primarily on investment and acquisition opportunities within the European Union and the United States as
well as in selected emerging markets.

Review of Business

The results for the Group show a loss on ordinary activities of £5,049,722 before taxation for the year ended 31 December
2010 (2009 – loss of £4,212,334). The Directors do not recommend the payment of a dividend.

The Executive Chairman’s Statement on pages 3 to 7 reviews the development and performance of the Group’s business
and its position at the year end.

Future Developments

The Group intends identifying and acquiring or investing in luxury, contemporary design-orientated businesses with a
particular focus on the retailing and distribution of furniture and design-enabled products.

Its investment targets will encompass all stages of business development with the objective of accelerating the growth of
businesses and to design and develop concepts and products that will be at the core of tomorrow’s lifestyle in terms of quality
and status.

Each target will have a differentiated concept or brand; high growth potential; and a marketable brand or name that offers the
opportunity for internationalisation and product diversification.

Further details of the Group’s Future Developments are included within the Executive Chairman’s Statement.

Directors

The following served as Directors during the year:

F J Bobo
P Herve
S Tikhomiroff (resigned 29 June 2010)
M Hosie (appointed 28 September 2010)
D J Henderson-Stewart
F Michel-Verdier (resigned 26 August 2011)
P C Rainero
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Principal Risks and Uncertainties

The management of the business and the execution of the Group’s strategy are subject to a number of risks. The key
business risks affecting the Group are set out below.

Risks are formally reviewed by the Board, and appropriate processes are put in place to monitor and mitigate them. If more
than one event occurs, it is possible that the overall effect of such events would compound the possible adverse effects on
the Group.

Competition

The Group operates in a highly competitive market, particularly around price and product availability/quality. This may result
not only in downward pressure on margins, but also in the risk that the Group will not meet its customers’ expectations. The
Group is likely to face competition from other entities operating in its business sector, many of which may have significantly
greater financial resources than the Group. The Directors expect that as demand for high-quality design products grows,
new competitors will enter the market and competition from established companies will increase.

Manufacturers and Designers

The Group is dependent upon the continued viability of subcontracted manufacturers of furniture. During difficult economic
conditions, there is an increased risk that smaller subcontractors might struggle financially and, if no longer viable, may be
unable to supply the Group with products as and when required.

Although designers are contracted by the Group, they are not contracted on an exclusive basis other than with regard to
specific items. There is a risk that designers may choose not to continue collaborating with the Group beyond the short or
medium term, thereby impacting on the Group’s ability to develop additional new products.

Employees

The Company is dependent upon its executive management team. Whilst it has entered into contractual arrangements with
the aim of securing the services of these personnel, the retention of their services cannot be guaranteed. The development
and success of the Group depends upon its ability to retain high-quality and experienced staff. The loss of the services of key
personnel or the inability to attract additional personnel as the Group grows could have an adverse impact on the Group’s
business and trading results.

Financing

There is no assurance that sufficient financing will become available on terms acceptable to the Group, or at all, in order to
fulfil the Group’s investment and acquisition opportunities. If the Group is unable to obtain additional financing as needed, it
may be required to curtail the scope of its operations or forfeit its interest in some of its targeted investments and acquisitions.

Events after the Reporting Period

Events after the reporting period are set out in Note 29 to the Financial Statements and discussed in detail in the Executive
Chairman’s Statement.
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Policy and Practice on Payment of Creditors

The Company and Group do not follow a single standard on payment practice but have a variety of payment terms with their
suppliers. Payment terms are agreed at the commencement of business with each supplier and it is the policy of the
Company and Group that payment is made accordingly, subject to the terms being met. The payment period for those
liabilities under the “Redressement Judiciaire” procedure (see note 22) have now been determined in accordance with the
“Continuation” plans established and agreed with the French Court. Creditors as at the date of entering into the
“Redressement Judiciaire” procedure and which were previously frozen are repayable over a period of up to 10 years. The
number of days’ purchases outstanding at the end of the year was 194 days (2009 - 233 days).

Financial Risk Management

The Group’s financial risk management objectives and policies, and its exposure to credit risk, liquidity risk and cash flow risk
are described in note 2(u) to the financial statements.

Corporate Governance

The Board supports the principles set out in the Combined Code on Corporate Governance (“the Code”) and intends to
comply with the Code wherever possible, taking into account the size and resources available to the Company.

Details of the Group’s compliance are provided below:

The Board

The Board is responsible for providing strategic direction for the Group and guiding management in the execution of this
strategy for the benefit of shareholders. The Board sets the Group’s strategic aims, its values and standards, and ensures
that its obligations to its shareholders and others are understood and met.

All Directors are expected to bring an independent judgment to bear, and to take decisions objectively in the interests of the
Group. If Directors have concerns about the way the Group is being run or about any course of action that is proposed, they
must ensure that such concerns are recorded in the Board minutes if they cannot be resolved.

Non-executive Directors are expected to constructively challenge and contribute to the development of strategy, to scrutinize
management performance, to satisfy themselves on the integrity of financial information and that financial controls and risk
management systems are robust and defensible. It is expected that the non-executive Directors will hold separate meetings
without the executive Directors or Chairman present. The scope of their responsibilities is enlarging, and non-executive
Directors will have to undertake that they have sufficient time to fulfil the role, and must disclose any other commitments or
future new appointments.

New Directors to the Board receive a detailed induction pack on appointment and are advised to regularly update and refresh
their skills and knowledge. This includes skills and knowledge that they need to bring to their role, as well as matters relating
to the Group itself.

The Audit Committee

The Audit Committee is chaired by Phillipe Herve and meets at least twice a year. The Audit Committee reviews the Group’s
annual and interim Financial Statements before submission to the Board for approval. The Committee also reviews regular
reports from management and external auditors on accounting and internal control matters. Where appropriate, the
Committee monitors the progress of action taken in relation to such matters. The Committee also recommends the
appointment of, and reviews the fees of, the external auditors.

The Remuneration Committee

The Remuneration Committee is chaired by David Henderson-Stewart. The Committee is responsible for reviewing the
performance of the executive Directors and for setting the scale and structure of their remuneration, determining the payment
of bonuses, considering the grant of options under any share option scheme and, in particular, the price per share and the
application of performance standards which may apply to any such grant, paying due regard to the interests of shareholders
as a whole and the performance of the Group.
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Corporate Governance (continued)

The Nomination Committee

The Nomination Committee is chaired by Pierre Rainero. The Committee is responsible for considering Board appointments
and the continuance of non-executive Directors. The Committee shall also make recommendations to the Board concerning
the membership of the Audit and Remuneration Committees, any matters relating to the continuation in office of any Director
at any time, and such other matters as may be requested by the Board of Directors.

Shareholder Relations

The Directors are committed to maintaining good relations with the Company’s shareholders and have a policy whereby
disclosure of information that could have a material impact on the Company’s share price is released to the market as soon
as possible. This information is also made available on the Company’s website.

Financial Key Performance Indicators (“KPIs”)

The following are considered to be important in assessing the performance of the Group’s operating subsidiaries:

Sales by operating unit (before intragroup adjustments):
Artelano S.A.: £526,299 (2009 – £1,922,290)
Forum Diffusion s.a.s.: £4,226,097 (2009 – £6,728,154)
Forum Developpement s.a.s.: £495,042 (2009 – £502,326)

Gross margin:
Artelano S.A.: 32% (2009 – 47%)
Forum Diffusion s.a.s.: 29% (2009 – 34%)
Forum Developpement s.a.s.: 10% (2009 – 28%)

Sales in Artelano S.A. and Forum Diffusion s.a.s. have reduced as a result of closing unprofitable supplies of business, the
effect of the continuing economic downturn together with increased competition, and the restrictions on the businesses whilst
exiting their restructuring process. These also had the effect of reducing margins.

Substantial Shareholdings

As at 20 December 2011, the Company had been notified that the following shareholders have direct or indirect interests in
3% or more of the issued share capital of the Company:

Number of
shares

% of issued
share capital

Luxadvor S.A. 22,841,000 32.50

Frédéric Bobo* 18,777,150 26.72

LA Finances S.A. 9,817,400 13.97

T1ps Investment Management 2,403,652 3.42

*Inclusive of the number of shares held by Stunning Partners LLC, a company in which Mr Bobo is interested.
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Statement of Directors’ Responsibilities

The Directors are responsible for preparing the Directors’ 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
have elected to prepare the Group and Parent Company Financial Statements in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Union. Under company law the Directors must not approve the
Financial Statements unless they are satisfied that they give a true and fair view of the state of affairs of the Group and
Company and of the profit or loss of 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 judgments and accounting estimates that are reasonable and prudent;

 state whether applicable IFRSs as adopted by the European Union have been followed, subject to any material
departures disclosed and explained in the financial statements; and

 prepare the Financial Statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The Directors are responsible for keeping 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 Group and Company
and enable them to ensure that the Financial Statements comply with the Companies Act 2006. They are also responsible
for safeguarding the assets of the Group and Company and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the corporate and financial information included on the
Company’s website. Legislation in the United Kingdom governing the preparation and dissemination of the Financial
Statements may differ from legislation in other jurisdictions.

Provision of Information to Auditor

So far as each of the Directors is aware at the time the report is approved:

 there is no relevant audit information of which the Company's auditor is unaware; and

 the Directors have taken all steps that they ought to have taken to make themselves aware of any relevant audit
information and to establish that the auditor is aware of that information.

Auditor

Littlejohn LLP have indicated their willingness to continue in office as auditors.

By Order of the Board

Director

23 December 2011
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Independent Auditor’s Report to the Members of designcapital plc

We have audited the Financial Statements of designcapital plc for the year ended 31 December 2010 which comprise the
Consolidated Statement of Comprehensive Income, the Consolidated and Parent Company Balance Sheets, the
Consolidated and Parent Company Cash Flow Statements, the Consolidated and Parent Company Statements of Changes
in Equity and the related notes. The financial reporting framework that has been applied in their preparation is applicable law
and International Financial Reporting Standards (IFRSs) as adopted by the European Union and, as regards the Parent
Company Financial Statements, as applied in accordance with the provisions of the Companies Act 2006.

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 Auditor

As explained more fully in the Directors’ Responsibilities Statement, 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 and express an
opinion on 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 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.

Basis for qualified opinion on Financial Statements

The audit evidence available to us was limited because the financial statements of a significant component, Artelano S.A.,
have not been audited, and we were unable to conduct appropriate alternative procedures. As a result of this we have been
unable to obtain sufficient appropriate audit evidence concerning the figures and disclosures included in the consolidated
financial statements in respect of Artelano S.A. The key figures for Artelano S.A. for 2010 are as follows: Turnover -
£526,000, Gross Profit - £170,000, Loss for the Year - £1,074,000, Other receivables (Non-Current) - £57,000, Inventories -
£153,000, Trade and other receivables - £189,000, Cash and cash equivalents - £14,000, Borrowings - £310,000, Trade and
other payables - £2,600,000 and Provisions for other liabilities and charges - £184,000.

Qualified opinion on Financial Statements

In our opinion, except for the possible effects of the matter described in the ‘Basis for qualified opinion on Financial
Statements’ paragraph

 the Financial Statements give a true and fair view of the state of the Group’s and of the Parent Company’s affairs as
at 31 December 2010 and of the Group’s loss for the year then ended;

 the Group Financial Statements have been properly prepared in accordance with IFRSs as adopted by the
European Union;

 the Parent Company Financial Statements have been properly prepared in accordance with IFRSs as adopted by
the European Union and as applied in accordance with the provisions of the Companies Act 2006; and

 the Financial Statements have been prepared in accordance with the requirements of the Companies Act 2006.
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designcapital plc REPORT OF THE INDEPENDENT AUDITOR

Emphasis of matter – Going concern

In forming our opinion on the Financial Statements, we have considered the adequacy of the disclosure made in note 2(a) to
the Financial Statements concerning the Company’s ability to continue as a going concern. The Group incurred a net loss of
£5,075,411 during the year ended 31 December 2010 and, at that date, the Group’s current liabilities exceeded its total
assets by £2,142,513 and it had net current liabilities of £2,544,743. These conditions, along with the other matters
explained in note 2(a) to the Financial Statements, indicate the existence of a material uncertainty which may cast significant
doubt on the Company’s and Group’s ability to continue as a going concern. The Financial Statements do not include the
adjustments that would result if the Company and Group were unable to continue as a going concern, and our opinion is not
modified in this respect.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the Financial Statements are
prepared is consistent with the Financial Statements.

Matters on which we are required to report by exception

In respect solely of the limitation on our work relating to Artelano S.A., described above:

 we have not obtained all the information and explanations that we considered necessary for the purpose of our audit; and
 we were unable to determine whether adequate accounting records have been kept.

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:

 returns adequate for our audit have not been received from branches not visited by us; or
 the Financial Statements are not in agreement with the accounting records and returns; or
 certain disclosures of Directors’ remuneration specified by law are not made.

Mark Ling (Senior statutory auditor) 1 Westferry Circus
For and on behalf of Littlejohn LLP Canary Wharf
Statutory auditor London E14 4HD

23 December 2011
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designcapital plc CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2010

Note

Year
ended

31 December
2010

Year
ended

31 December
2009

Continuing operations £ £

Revenue 3 4,636,440 8,136,307

Cost of sales (3,106,413) (5,238,144)

Gross Profit 1,530,027 2,898,163

Other income - 160,211

Administrative and other operating expenses 4 (4,389,184) (6,813,782)

Impairment of goodwill 13 (2,612,673) -

Exceptional costs 4 (150,724) (351,363)

Exceptional income 4 794,995 -

Operating Loss (4,827,559) (4,106,771)

Finance income 7 1,085 2,319

Finance costs 7 (223,248) (107,882)

Loss before Tax (5,049,722) (4,212,334)

Income tax expense 8 (25,689) (15,844)

Loss for the Year (5,075,411) (4,228,178)

Other Comprehensive Income

Currency translation differences 61,418 130,364

Other Comprehensive Income for the Year, Net
of Tax

61,418 130,364

Total Comprehensive Income for the Year (5,013,993) (4,097,814)

Note

Year
ended

31 December
2010

Year
ended

31 December
2009

Basic and Diluted Loss per Share
(pence per share) attributable to the Equity
Holders of the Company during the Year 9 (8.12) (7.48)

The currency translation differences within other comprehensive income have no income tax effect.

The Accounting Policies and Notes on pages 23 to 64 form an integral part of these Financial Statements.
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designcapital plc CONSOLIDATED BALANCE SHEET
Company number: 06290400 As at 31 December 2010

As at
31 December

2010

As at

31 December

Note 2009

ASSETS £ £

Non–Current Assets

Property, plant and equipment 10 190,015 770,634

Intangible assets 11 1,969 91,033

Goodwill arising on acquisition of subsidiaries 13 - 2,695,846

Other receivables 15 162,973 286,360

Deferred income tax assets 23 47,273 75,328

Total Non-Current Assets 402,230 3,919,201

Current Assets

Inventories 14 479,181 974,985

Trade and other receivables 15 1,118,225 2,000,248

Cash and cash equivalents 16 356,890 284,178

Total Current Assets 1,954,296 3,259,411

TOTAL ASSETS 2,356,526 7,178,612

EQUITY AND LIABILITIES

Equity Attributable to Owners of the Parent

Ordinary shares 18 6,530,085 5,822,533

Share premium 18 196,816 30,071

Shares to be issued 19 100,000 -

Translation reserve 6,211 (55,207)

Retained losses (13,138,968) (8,063,557)

Total Equity (6,305,856) (2,266,160)

Non-Current Liabilities

Trade and other payables 22 3,407,160 -

Borrowings 21 278,940 -

Provisions for other liabilities and charges 23 477,243 329,909

Total Non-Current Liabilities 4,163,343 329,909

The Accounting Policies and Notes on pages 23 to 64 form an integral part of these Financial Statements.
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designcapital plc CONSOLIDATED BALANCE SHEET
Company number: 06290400 As at 31 December 2010

Current Liabilities

Trade and other payables 22 2,884,869 7,893,795

Borrowings 21 1,528,134 983,468

Provisions for other liabilities and charges 23 86,036 237,600

Total Current Liabilities 4,499,039 9,114,863

Total Liabilities 8,662,382 9,444,772

TOTAL EQUITY AND LIABILITIES 2,356,526 7,178,612

The Accounting Policies and Notes on pages 23 to 64 form an integral part of these Financial Statements.

The Financial Statements were approved and authorised for issue by the Board of Directors on 23 December 2011 and were
signed on its behalf by:

Director
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designcapital plc COMPANY BALANCE SHEET
Company number: 06290400 As at 31 December 2010

Note

As at As at

31 December 31 December

2010 2009

£ £

ASSETS

Non–Current Assets

Property, plant and equipment 10 4,697 5,725

Investment in subsidiary undertakings 12 10 1,503,055

Receivables from related parties 15 - 2,194,095

Total Non-Current Assets 4,707 3,702,875

Current Assets

Trade and other receivables 15 610,738 960,918

Cash and cash equivalents 18,405 19,981

Total Current Assets 629,143 980,899

TOTAL ASSETS 633,850 4,683,774

EQUITY AND LIABILITIES

Equity attributable to Owners of the Parent

Ordinary shares 18 6,530,085 5,822,533

Share premium 196,816 30,071

Shares to be issued 100,000 -

Retained losses (8,142,919) (2,066,012)

Total Equity (1,316,018) 3,786,592

Current Liabilities

Borrowings 21 1,434,599 644,534

Trade and other payables 22 512,269 252,648

Total Current Liabilities 1,949,868 897,182

TOTAL EQUITY AND LIABILITIES 633,850 4,683,774

The Accounting Policies and Notes on pages 23 to 64 form an integral part of these Financial Statements.

The Financial Statements were approved and authorised for issue by the Board of Directors on 23 December 2011 and were
signed on its behalf by:

Director
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designcapital plc CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2010

Share
Capital

Share
Premium

Shares to
be Issued

Translation
Reserve

Retained
Losses Total

£ £ £ £ £ £

Balance as at 1 January 2009 5,570,405 - - (185,571) (3,835,379) 1,549,455

Comprehensive Income

Loss for the year - - - - (4,228,178) (4,228,178)

Other comprehensive income -

Currency translation differences - - - 130,364 - 130,364

Total Comprehensive Income - - - 130,364 (4,228,178) (4,097,814)

Transactions with Owners

Issue of ordinary share capital 252,128 30,071 - - - 282,199

Total Transactions with Owners 252,128 30,071 - - - 282,199

Balance as at 1 January 2010 5,822,533 30,071 - (55,207) (8,063,557) (2,266,160)

Comprehensive Income

Loss for the year - - - - (5,075,411) (5,075,411)

Other comprehensive income

Currency translation differences - - - 61,418 - 61,418

Total Comprehensive Income - - - 61,418 (5,075,411) (5,013,993)

Transactions with Owners

Issue of ordinary share capital 707,552 166,745 - - - 874,297

Shares to be issued - - 100,000 - - 100,000

Total Transactions with Owners 707,552 166,745 100,000 - - 974,297

Balance as at 31 December 2010 6,530,085 196,816 100,000 6,211 (13,138,968) (6,305,856)

All amounts are attributable to the owners of the Parent.

The Accounting Policies and Notes on pages 23 to 64 form an integral part of these Financial Statements.
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designcapital plc COMPANY STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2010

Share
Capital

Share
Premium

Shares to
be issued

Retained
Losses Total

£ £ £ £ £

Balance as at 1 January 2009 5,570,405 - - (1,105,632) 4,464,773

Comprehensive Income

Loss for the year - - - (960,380) (960,380)

Total Comprehensive Income - - - (960,380) (960,380)

Transactions with Owners

Issue of ordinary share capital 252,128 30,071 - - 282,199

Total Transactions with
Owners

252,128 30,071 - - 282,199

Balance as at 1 January 2010 5,822,533 30,071 - (2,066,012) 3,786,592

Comprehensive Income

Loss for the year - - - (6,076,907) (6,076,907)

Total Comprehensive Income - - (6,076,907) (6,076,907)

Transactions with Owners

Issue of ordinary share capital 707,552 166,745 - - 874,297

Shares to be issued - - 100,000 - 100,000

Total Transactions with
Owners

707,552 166,745 100,000 - 974,297

Balance as at 31 December 2010 6,530,085 196,816 100,000 (8,142,919) (1,316,018)

The Accounting Policies and Notes on pages 23 to 64 form an integral part of these Financial Statements.
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designcapital plc CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31 December 2010

Year
ended

31 December
2010

Year
ended

31 December
2009Note

£ £

Operating Activities

Loss before taxation (5,049,722) (4,212,335)

Adjustments for:

Depreciation of property, plant and equipment 407,582 408,315

(Profit)/loss on disposal of property, plant and equipment (770,539) 211,798

Amortisation of intangible assets 87,594 58,820

Impairment of goodwill 2,612,673 -

Exceptional income (794,995) -

Foreign exchange 84,667 -

Finance income (1,085) (2,319)

Finance expense 223,248 107,881

Share-based payments 75,440 130,308

Provisions 12,995 (286,552)

Operating Loss before Changes in Working Capital (3,111,880) (3,584,084)

Decrease in inventories 464,937 599,542

Decrease in trade and other receivables 902,645 2,805,273

Increase/(decrease) in trade and other payables 471,409 (1,249,976)

Net Cash Outflows from Operating Activities (1,731,303) (1,429,245)

Investing Activities

Purchase of property, plant and equipment (43,768) (108,593)

Additions to intangible assets (1,392) (47,210)

Proceeds from sale of property, plant and equipment 945,317 -

Interest received 1,085 2,319

Net Cash Outflows from Investing Activities 901,242 (153,486)

Financing Activities

Increase in bank and other loans 655,783 600,000

Proceeds from issue of share capital 190,000 2,500

Proceeds from shares to be issued 100,000 -

Interest paid (43,421) (70,172)

Net Cash Inflows from Financing Activities 902,362 532,328

Increase/(decrease) in Cash and Cash Equivalents 72,301 (1,050,403)

Cash and Cash Equivalents at Beginning of Year (22,061) 1,056,514

Effect of Foreign Exchange Rate Changes 1,248 (28,172)

Cash and Cash Equivalents at End of Year 16 51,488 (22,061)

The Accounting Policies and Notes on pages 23 to 64 form an integral part of these Financial Statements.
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designcapital plc COMPANY CASH FLOW STATEMENT
For the year ended 31 December 2010

Note

Year Year

ended ended

31 December 31 December

2010 2009

£ £

Operating Activities

Loss before taxation (6,076,907) (960,380)

Adjustments for:

Depreciation of property, plant and equipment 2,184 2,032

Foreign exchange 77,056 -

Impairment of investment 3,429,663 -

Bad debt provision 1,590,007 -

Share-based payments 75,440 130,308

Finance income (16,282) (5,895)

Finance expense 118,170 40,126
Operating Loss before Changes in Working
Capital (800,669) (793,809)

Increase in trade and other receivables (1,015,417) (718,758)

Increase in trade and other payables 871,481 262,159

Net Cash Outflow from Operating Activities (944,605) (1,250,408)

Investing Activities

Purchase of property, plant and equipment (1,156) -

Interest received 16,282 5,895

Net Cash Inflow from Investing Activities 15,126 5,895

Financing Activities

Proceeds from issue of share capital 190,000 2,500

Shares to be issued 100,000 -

Interest paid (5,629) (2,417)

Increase in borrowings 641,697 600,000

Net Cash Inflow from Financing Activities 926,068 600,083

Decrease in Cash and Cash Equivalents (3,411) (644,430)

Cash and Cash Equivalents at Beginning of
Year 13,156 657,586

Cash and Cash Equivalents at End of Year 16 9,745 13,156

The Accounting Policies and Notes on pages 23 to 64 form an integral part of these Financial Statements.
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designcapital plc NOTES TO THE FINANCIAL STATEMENTS

1. General Information

designcapital plc (“the Company”) is a public limited company which is listed on the Alternative Investment Market (AIM) and
incorporated and domiciled in the UK.

The Company is an investment holding company and does not trade.

The Consolidated Financial Statements of the Company include the following companies: Artelano S.A., Forum Diffusion
s.a.s., Forum Developpement s.a.s. and Artelano International Limited (“the Group”).

2. Summary of Significant Accounting Policies

The principal accounting policies adopted in the preparation of these Financial Statements are set out below. These policies
have been consistently applied to all years presented, unless otherwise stated.

(a) Basis of Preparation

The Financial Statements have been prepared on a going concern basis and in accordance with International Financial
Reporting Standards (“IFRSs”) and IFRIC interpretations as adopted by the European Union, and those parts of the
Companies Act 2006 applicable to companies reporting under IFRS.

The Financial Statements have been prepared under the historical cost convention, as modified by the revaluation of
certain of the subsidiaries’ land and buildings to fair value for consolidation purposes.

The preparation of Financial Statements in conformity with IFRSs requires the use of certain critical accounting
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial information, including the reported amounts of revenues and expenses during
the reporting period. Although these estimates are based on management's best knowledge of current events and
actions, actual results may ultimately differ from those estimates. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the Financial Statements, are disclosed in note
2(u).

Going Concern Basis

As described in the 2008 and 2009 Executive Chairman’s Statements, the French registered subsidiary undertakings
Artelano S.A. and Forum Diffusion s.a.s. entered into a “Redressement Judiciaire” arrangement on 30 December 2008.
“Redressement Judiciaire” is a court based procedure which is applied for where a company is in a state of “cessation
des payments” (cessation of payments) but has not ceased its trading activities and is considered capable of being
rehabilitated. The first stage of the process is an observation period during which management remain charged with
managing the business and creditors are barred from taking action to obtain payment for liabilities that arose before the
court initiated the “Redressement Judiciaire”.

During the observation period, which typically lasts for three to six months, although it can be extended to a maximum of
18 months, where the court is confident that the business can be rehabilitated, the business can be restructured under
the protection of the court and the procedure. Once the observation period ends a company will continue to manage its
old liabilities in accordance with the “Continuation” plan established with the court whereby pre-“Redressement
Judiciaire” liabilities are settled over a period that extends to a maximum of ten years.

During 2010 and early 2011 worsening economic conditions prompted the Group’s management to re-consider the
business model and the markets that the Group was active in.

Maintaining the operations of Artelano S.A. in Paris, which had undergone an 18 month restructuring under the French
“Redressement Judiciaire” process, had neither operational nor strategic value to the Group. As a consequence it was
decided to allow the company to be liquidated on 17 May 2011 resulting in the termination of the restructuring plan
agreed as part of the “Redressement Judiciaire” process.

Similarly, the Forum Diffusion s.a.s. restructuring plan was reviewed. As part of the “Redressement Judiciaire” process,
Forum Diffusion s.a. was obliged to repay historical "frozen" trade liabilities amounting to approximately €4.5 million over
a ten year period. However, the Company concluded that in the current global economic environment, the restructuring
plan was not reasonably achievable. Following careful consideration, it was also decided to cease the trading activities
of Forum Diffusion s.a.s. on 25 August 2011.
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designcapital plc NOTES TO THE FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies (continued)

(a) Basis of Preparation (continued)

Going Concern Basis (continued)

The ceasing of trading activities and subsequent liquidation of both businesses resulted in an immediate termination of
the restructuring plans agreed as part of the “Redressement Judiciaire” process, including the obligation on Artelano
S.A. and Forum Diffusion s.a.s. to repay historical "frozen" trade liabilities of approximately €1.5 million and €4.5 million
respectively.

Court decisions were taken on 17 May 2011 for Artelano S.A., and on 25 August 2011 for Forum Diffusion s.a.s. A
decision to wind-up Forum Développement s.a.s as soon as practicable has also has been taken by the Board with the
winding-up process expecting to be initiated by the end of 2011.

An alternative business model has subsequently been adopted based on the subcontracting of manufacturing and
logistics and the establishment of joint venture distribution agreements which will reduce the cash requirements of the
Group.

Distribution contracts have been established with Mak Design for the exploitation of the Middle East and North African
market and with Fuaris Consulting Inc. for the United States and Canadian markets. Each contract commits the
distributor to a €100,000 per annum license fee payable to the Company in quarterly instalments, commencing January
2012 and July 2012 for Mak Design and Fuaris Consulting Inc. respectively. Additional arrangements are planned for
the French and other European markets. The Group’s future is partly dependent on the success of these distributors.

The Directors’ plans and strategy for the short and medium term assume a growth in income and profitability in the
Group’s remaining trading subsidiary undertakings. Due to the time needed to establish the new business model,
further finance will be required by the Company to implement or acquire the currently planned growth opportunities. The
need to raise additional funds will depend upon the timing of the development of the trading subsidiaries and joint
ventures and the availability of funds to secure planned growth opportunities.

The ability of the Company to arrange and secure such financing in the future will depend on capital market conditions
and the business performance of the Group. There can be no assurance that the Company will successfully arrange
additional finance, if required, nor that it will be on terms which are satisfactory to the Company.

The Directors have had discussions with Luxadvor S.A., a significant shareholder, and have renegotiated the terms of
the two loans made available to the Company on 26 June 2009 and 11 June 2010 respectively whereby the repayment
of the loans will not be required before 31 December 2012. Further discussions are ongoing and the Directors have a
reasonable expectation that they will reach an agreement with Luxadvor S.A. whereby both parties agree to ensure that
the working capital requirements of the Group are not threatened.

On 23 December 2011 T1ps Investment Management, a shareholder in the Company, provided a guarantee to the
Company to make available funds of up to £250,000 on an interest free and unsecured basis should the Company be
unable to meet its financial obligations from its own resources. The guarantee is effective for the period to 31 December
2012, or as otherwise agreed with the Company. The Directors are confident that T1ps Investment Management has the
financial capability to meet the terms of this facility but have not seen financial information or confirmations from T1ps
Investment Management to verify this.

On 22 December 2011, Frederic Bobo, a Director of the Company, provided the Company with an eighteen month
working capital facility of up to £150,000, to be drawn down by the Company should the Company need additional funds.

The Directors have concluded that, notwithstanding the future financial support described immediately above, the
circumstances set out beforehand represent a material uncertainty that casts doubt upon the Company’s and Group’s
ability to continue as a going concern, and therefore the Company may be unable to realise its assets and discharge its
liabilities in the normal course of business. After considering the uncertainties mentioned above, the extension of the
loans from Luxadvor S.A., the guaranteed facilities from T1ps Investment Management and Frederic Bobo and based
upon the Board-approved forecasts and projections, the Directors have a reasonable expectation that the Company will
continue in operational existence for the foreseeable future and at least until the end of December 2012.
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2. Summary of Significant Accounting Policies (continued)

(a) Basis of Preparation (continued)

New and Amended Standards Adopted by the Group

The following new standards and amendments to standards are mandatory for the first time for the financial year
beginning 1 January 2010.

IFRS 3 (revised), ‘Business Combinations’, and consequential amendments to IAS 27, ‘Consolidated and separate
financial statements’, IAS 28 ‘Investments in associates’, and IAS 31 ‘Interests in joint ventures’, are effective
prospectively to business combinations for which the acquisition date is on or after the beginning of the first annual
reporting period beginning on or after 1 July 2009.

The revised standard continues to apply the acquisition method to business combinations but with some significant
changes compared to IFRS 3. For example, all payments to purchase a business are recorded at fair value at the
acquisition date, with contingent payments classified as debt subsequently re-measured through the statement of
comprehensive income. All acquisition costs are expensed.

The adoption of these standards has no impact on the current period, as no further business combinations occurred
during the year.

New and amended standards, and interpretations mandatory for the first time for the financial year beginning 1
January 2010 but not currently relevant to the Group

The following standards and amendments to existing standards have been published and are mandatory for the
Group’s accounting periods beginning on or after 1 January 2010, but are not relevant to the Group.

Amendments to IFRS 1 “First-time Adoption of International Financial Reporting Standards” and IAS 27 “Consolidated
and Separate Financial Statements” addressed concerns that retrospectively determining the cost of an investment in
separate financial statements and applying the cost method in accordance with IAS 27 on first-time adoption of IFRSs
cannot, in some circumstances, be achieved without undue cost or effort. These amendments were effective for periods
beginning on or after 1 July 2009.

Further amendments to IFRS 1 addressed the retrospective application of IFRSs to particular situations (oil and gas
assets and leasing contracts), and are aimed at ensuring that entities applying IFRSs will not face undue cost or effort in
the transition process. These amendments were effective for periods beginning on or after 1 January 2010.

Amendments to IFRS 2 “Share-based Payment” clarified the accounting for group cash-settled share-based payment
transactions. These amendments were effective for periods beginning on or after 1 January 2010.

Amendments to IAS 39 “Financial Instruments: Recognition and Measurement” provided additional guidance on what
can be designated as a hedged item. These amendments were effective for periods beginning on or after 1 July 2009.

IFRIC 17 “Distributions of Non-cash Assets to Owners” standardised practice in the measurement of distributions of
non-cash assets to owners. This interpretation was effective for periods beginning on or after 1 July 2009.

IFRIC 18 “Transfers of Assets from Customers” clarified the requirements of IFRSs for agreements in which an entity
receives from a customer an item of property, plant and equipment that the entity must then use either to connect the
customer to a network or to provide the customer with ongoing access to a supply of goods or services (such as a
supply of electricity, gas or water). This interpretation was effective for periods beginning on or after 1 July 2009.
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2. Summary of Significant Accounting Policies (continued)

(a) Basis of Preparation (continued)

New standards, amendments and interpretations issued but not effective for the financial year beginning 1
January 2010 and not early adopted

The Group and Parent Entity’s assessment of the impact of these new standards and interpretations is set out below.

IFRS 9 “Financial Instruments” specifies how an entity should classify and measure financial instruments, including
some hybrid contracts, with the aim of improving and simplifying the approach to classification and measurement
compared with IAS 39. This standard is effective for periods beginning on or after 1 January 2013, subject to EU
endorsement. The Directors are assessing the possible impact of this standard on the Group’s Financial Statements.

A revised version of IAS 24 “Related Party Disclosures” simplifies the disclosure requirements for government-related
entities and clarifies the definition of a related party. This revision is effective for periods beginning on or after 1 January
2011 and is not expected to have an impact on the Group’s financial statements.

An amendment to IFRS 1 “First-time Adoption of International Financial Reporting Standards” relieves first-time
adopters of IFRSs from providing the additional disclosures introduced in March 2009 by “Improving Disclosures about
Financial Instruments” (Amendments to IFRS 7). This amendment is effective for periods beginning on or after 1 July
2010 and is not expected to have an impact on the Group’s Financial Statements.

Further amendments to IFRS 1 replace references to a fixed date of 1 January 2004 with “the date of transition to
IFRSs”, thus eliminating the need for companies adopting IFRSs for the first time to restate derecognition transactions
that occurred before the date of transition to IFRSs, and provide guidance on how an entity should resume presenting
financial statements in accordance with IFRSs after a period when the entity was unable to comply with IFRSs because
its functional currency was subject to severe hyperinflation. This amendment is effective for periods beginning on or
after 1 July 2011, subject to EU endorsement, and is not expected to have an impact on the Group’s Financial
Statements.

Amendments to IFRS 7 “Financial Instruments: Disclosures” are designed to help users of financial statements evaluate
the risk exposures relating to transfers of financial assets and the effect of those risks on an entity’s financial position.
These amendments are effective for periods beginning on or after 1 January 2011, subject to EU endorsement. The
Directors are assessing the possible impact of these amendments on the Group’s Financial Statements.

Amendments to IAS 12 “Income Taxes” introduce a presumption that recovery of the carrying amount of an asset
measured using the fair value model in IAS 40 “Investment Property” will normally be through sale. These amendments
are effective for periods beginning on or after 1 January 2012, subject to EU endorsement, and are not expected to have
an impact on the Group’s Financial Statements.

Amendments to IAS 32 “Financial Instruments: Presentation” address the accounting for rights issues that are
denominated in a currency other than the functional currency of the issuer. These amendments are effective for periods
beginning on or after 1 February 2010, and are not expected to have an impact on the Group’s Financial Statements.

“Improvements to IFRSs” are collections of amendments to IFRSs resulting from the annual improvements project, a
method of making necessary, but non-urgent, amendments to IFRSs that will not be included as part of another major
project. These improvements have various implementation dates; for May 2010 improvements, the earliest is effective
for periods beginning on or after 1 July 2010. The Directors are assessing the possible impact of these improvements
on the Group’s Financial Statements.

IFRIC 19 “Extinguishing Financial Liabilities with Equity Instruments” clarifies the treatment required when an entity
renegotiates the terms of a financial liability with its creditor, and the creditor agrees to accept the entity’s shares or
other equity instruments to settle the financial liability fully or partially. This interpretation is effective for periods
beginning on or after 1 July 2010. The Directors are assessing the possible impact of this interpretation on the Group’s
Financial Statements.
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2. Summary of Significant Accounting Policies (continued)

(a) Basis of Preparation (continued)

New standards, amendments and interpretations issued but not effective for the financial year beginning 1
January 2010 and not early adopted (continued)

An amendment to IFRIC 14 “IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their
Interaction”, on prepayments of a minimum funding requirement, applies in the limited circumstances when an entity is
subject to minimum funding requirements and makes an early payment of contributions to cover those requirements.
The amendment permits such an entity to treat the benefit of such an early payment as an asset. This amendment is
effective for periods beginning on or after 1 January 2011, and is not expected to have an impact on the Group’s
Financial Statements.

IFRS 10 “Consolidated Financial Statements” builds on existing principles by identifying the concept of control as the
determining factor in whether an entity should be included within the consolidated financial statements of the parent
company. The standard provides additional guidance to assist in the determination of control where this is difficult to
assess. This standard is effective for periods beginning on or after 1 January 2013, subject to EU endorsement. The
Directors are assessing the possible impact of this standard on the Group’s Financial Statements.

IFRS 11 “Joint Arrangements” provides for a more realistic reflection of joint arrangements by focusing on the rights and
obligations of the arrangement, rather than its legal form (as is currently the case). The standard addresses
inconsistencies in the reporting of joint arrangements by requiring a single method to account for interests in jointly
controlled entities. This standard is effective for periods beginning on or after 1 January 2013, subject to EU
endorsement. The Directors are assessing the possible impact of this standard on the Group’s Financial Statements.

IFRS 12 “Disclosure of Interests in Other Entities” is a new and comprehensive standard on disclosure requirements for
all forms of interests in other entities, including joint arrangements, associates, special purpose vehicles and other off
balance sheet vehicles. This standard is effective for periods beginning on or after 1 January 2013, subject to EU
endorsement. The Directors are assessing the possible impact of this standard on the Group’s Financial Statements.

IFRS 13 “Fair Value Measurement” improves consistency and reduces complexity by providing, for the first time, a
precise definition of fair value and a single source of fair value measurement and disclosure requirements for use
across IFRSs. It does not extend the use of fair value accounting, but provides guidance on how it should be applied
where its use is already required or permitted by other standards. This standard is effective for periods beginning on or
after 1 January 2013, subject to EU endorsement. The Directors are assessing the possible impact of this standard on
the Group’s Financial Statements.

IAS 27 “Separate Financial Statements” replaces the current version of IAS 27 “Consolidated and Separate Financial
Statements” as a result of the issue of IFRS 10 (see above). This revised standard is effective for periods beginning on
or after 1 January 2013, subject to EU endorsement. The Directors are assessing the possible impact of this standard
on the Group’s Financial Statements.

IAS 28 “Investments in Associates and Joint Ventures” replaces the current version of IAS 28 “Investments in
Associates” as a result of the issue of IFRS 11 (see above). This revised standard is effective for periods beginning on
or after 1 January 2013, subject to EU endorsement, and is not expected to have an impact on the Group’s Financial
Statements.

Amendments to IAS 1 “Presentation of Financial Statements” require items that may be reclassified to the profit or loss
section of the Income Statement to be grouped together within other comprehensive income (OCI). The amendments
also reaffirm existing requirements that items in OCI and profit or loss should be presented as either a single statement
or two consecutive statements. These amendments are effective for periods beginning on or after 1 July 2012, subject
to EU endorsement. The Directors are assessing the possible impact of these amendments on the Group’s Financial
Statements.
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2. Summary of Significant Accounting Policies (continued)

(a) Basis of Preparation (continued)

New standards, amendments and interpretations issued but not effective for the financial year beginning 1
January 2010 and not early adopted (continued)

Amendments to IAS 19 “Employment Benefits” eliminate the option to defer the recognition of gains and losses, known
as the “corridor method”; streamline the presentation of changes in assets and liabilities arising from defined benefit
plans, including requiring remeasurements to be presented in other comprehensive income; and enhance the
disclosure requirements for defined benefit plans, providing better information about the characteristics of defined
benefit plans and the risks that entities are exposed to through participation in those plans. These amendments are
effective for periods beginning on or after 1 January 2013, subject to EU endorsement, and are not expected to have an
impact on the Group’s Financial Statements.

IFRIC 20 “Stripping Costs in the Production Phase of a Surface Mine” clarifies when stripping costs incurred in the
production phase of a mine’s life should lead to the recognition of an asset and how that asset should be measured,
both initially and in subsequent periods. This interpretation is effective for periods beginning on or after 1 January 2013,
subject to EU endorsement, and are not expected to have an impact on the Group’s Financial Statements.

(b) Basis of Consolidation

The Consolidated Financial Statements include the results of the Company and entities controlled by the Company (its
subsidiaries), forming the Group. All entities prepare financial statements made up to 31 December.

Subsidiaries are all entities where the Company has the power to govern their financial and operating policies, generally
accompanied by a shareholding equal to more than one half of the voting rights. Subsidiaries are fully consolidated from
the date on which control is transferred to the Group.

The acquisition of subsidiaries (all of which occurred in previous accounting periods) is accounted for using the
purchase method. The cost of acquisition is measured as the fair value of the assets acquired, equity instruments
issued and liabilities incurred or assumed at the date of exchange, plus certain costs directly attributable to the
acquisition. The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions for recognition
under IFRS 3 Business Combinations are recognised at their fair value at the acquisition date. 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.

Intercompany transactions, balances and unrealised gains on transactions between Group companies are eliminated.

Where necessary, adjustments are made to the Financial Statements of subsidiaries to bring the accounting policies
into line with those used by the Group.

(c) Foreign Currency Translation

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 (its “functional currency”).

The Financial Statements are presented in Pounds Sterling (£) rounded to the nearest pound, which is the Company’s
functional and the Group’s presentation currency.

Transactions and Balances

Foreign currency transactions are translated into the functional currency using the exchange rates ruling at the date of
the transaction. Monetary assets and liabilities in foreign currencies are retranslated at the rates of exchange ruling at
the Balance Sheet date. Foreign exchange differences on retranslation and settlement are recognised in profit or loss
within “administrative and other operating expenses”.
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2. Summary of Significant Accounting Policies (continued)

(c) Foreign Currency Translation

Group Companies

The results and financial position of all the Group’s entities that have a functional currency different from the
presentation currency are translated into the presentation currency as follows:

i) assets and liabilities for each Balance Sheet presented are translated at the closing rate at the date of that Balance
Sheet;

ii) income and expenses in profit or loss for each Statement of Comprehensive Income presented are translated at
average exchange rates for the period; and

iii) all resulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the translation of the net investment in foreign operations are taken
to shareholders’ equity.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of
the foreign entity and translated at the closing rate.

(d) Property, Plant and Equipment

Property, plant and equipment is recorded at historical cost (including expenditure that is directly attributable to the
acquisition of the items) less depreciation and impairment losses.

Property, plant and equipment is depreciated using the straight line method over the expected useful life of the assets,
as follows:

Asset Useful life

Leasehold improvements Over the remaining term of the lease
Plant and machinery 5 - 10 years
Office and computer equipment 1 - 5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting
period.

Gains and losses on disposal, determined by comparing proceeds with the carrying amount of the respective assets, are
included in operating profit or loss.

An asset’s carrying amount is written down immediately to its recoverable amount if the carrying amount is greater than
the estimated recoverable amount.

(e) Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group’s interest in the fair
value of the identifiable assets and liabilities of a subsidiary at the date of acquisition. Goodwill is recognised as an
asset at cost less accumulated impairment losses, and reviewed for impairment at least annually. Any impairment is
recognised immediately in profit or loss and is not subsequently reversed.

For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash-generating units expected to
benefit from the synergies of the combination. Cash-generating units to which goodwill has been allocated are tested for
impairment annually, or more frequently when there is an indication that the unit may be impaired.
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2. Summary of Significant Accounting Policies (continued)

(f) Other Intangible Assets

Intangible assets that are acquired or developed by the Group are carried at historical cost less accumulated
amortisation and impairment losses.

Product Development

The cost of product development is charged to profit or loss on a straight line basis over its estimated useful life of 3
years. Both the period and method of amortisation are reviewed annually.

Trademarks and Licences

Separately acquired trademarks and licences are shown at historical cost. Trademarks and licences acquired in a
business combination are recognised at fair value at the acquisition date. Trademarks and licences have a finite useful
life and are carried at cost less accumulated amortisation. Amortisation is calculated using the straight line method to
allocate the cost of trademarks and licences over their estimated useful economic lives which extends to a maximum of
5 years.

Computer Software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to use the
specific software. These costs are amortised on a straight line basis over their estimated useful economic lives of 3 to 5
years.

(g) Impairment of Non-Current Assets

Internal and external sources of information are reviewed at each balance sheet date to identify indications that the
following assets may be impaired or, except in the case of goodwill, an impairment loss previously recognised no longer
exists or may have decreased:

 property, plant and equipment;
 intangible assets;
 other receivables;
 investments in subsidiaries; and
 goodwill.

If any such indication exists, the asset’s recoverable amount is estimated. In addition, for goodwill, the recoverable
amount is estimated annually whether or not there is any indication of impairment.

Calculation of Recoverable Amount

The recoverable amount of an asset is the greater of its fair value less costs to sell and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of time value of money and the risks specific to the asset. Where an asset does not
generate cash inflows largely independent of those from other assets, the recoverable amount is determined for the
smallest group of assets that generates cash inflows independently (ie a cash-generating unit).
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2. Summary of Significant Accounting Policies (continued)

(g) Impairment of Non-Current Assets (continued)

Recognition of Impairment Losses

An impairment loss is recognised in profit or loss whenever the carrying amount of an asset, or the cash-generating unit
to which it belongs, exceeds its recoverable amount. Impairment losses recognised in respect of cash-generating units
are allocated first to reduce the carrying amount of any goodwill allocated to the cash-generating unit (or group of units),
and then to reduce the carrying amount of the other assets in the unit (or group of units) on a pro rata basis, except that
the carrying value of an asset will not be reduced below its individual fair value less costs to sell, or value in use, if
determinable.

Reversals of Impairment Losses

In respect of assets other than goodwill, an impairment loss is reversed if there has been a favourable change in the
estimates used to determine the recoverable amount. An impairment loss in respect of goodwill is not reversed.

A reversal of an impairment loss is limited to the asset’s carrying amount that would have been determined had no
impairment loss been recognised in prior years. Reversals of impairment losses are credited to profit or loss in the year
in which the reversals are recognised.

(h) Inventories

Inventories are stated at the lower of cost and net realisable value. Net realisable value is the estimated re-sale value of
the inventories in the ordinary course of business, reduced by the cost of disposal. The cost of inventories is quantified
on a first in, first out basis and is inclusive of the costs associated with their acquisition or production (in the case of
internally produced goods) and the costs incurred in bringing them to their present location and condition.

(i) Leases

An operating lease is one in which a significant portion of the risks and rewards of ownership are retained by the lessor.
Rentals payable under operating leases are charged to profit or loss on a straight-line basis over the term of the lease.

(j) Trade and Other Receivables

Trade and other receivables are recognised initially at fair value, being the original invoice amount, and subsequently
carried at this amount less impairment losses, based on a review of all outstanding amounts at the year-end. An
impairment loss is recognised in respect of doubtful trade receivables 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 criteria that the Group uses to determine that there is such objective evidence include:

 significant financial difficulty of the customer or other counterparty;

 a breach of contract, such as a default or delinquency in repayment;

 it becomes probable that the customer or other counterparty will enter bankruptcy or other financial
reorganisation.

The amount of the loss is measured as the difference between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that have not been incurred), discounted at the financial
asset’s original effective interest rate. The asset’s carrying amount is reduced, and the loss is recognised in profit or
loss.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to
an event occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the
reversal of the previously recognised impairment loss is recognised in profit or loss.
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2. Summary of Significant Accounting Policies (continued)

(k) Cash and Cash Equivalents

For the purposes of the Cash Flow Statement, cash and cash equivalents comprise cash in hand, call deposits held with
banks and bank overdrafts included in Borrowings on the Balance Sheet.

(l) Share Capital

Ordinary Shares and shares to be issued are classified as equity. Shares to be issued are recognised when there is a
contractual obligation for the Company to issue shares.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of
tax, from the proceeds provided there is sufficient premium available. Should sufficient premium not be available placing
costs are recognised through profit or loss.

(m) Share-based payments

The Company has issued equity-settled, share-based payments as consideration for equity instruments (warrants) of
the Company. Where material, the fair value of the share based payments issued to ordinary share subscribers is
recognised as a cost of the shares issued. The cost is charged to equity to the extent that there is premium available to
offset the cost, any additional expense is recognised in profit or loss. The total amount to be expensed or charged is
determined by reference to the fair value of the warrants granted:

 including any market performance conditions;

 excluding the impact of any service and non-market performance vesting conditions (for example, profitability or
sales growth targets, or remaining an employee of the entity over a specified time period); and

 including the impact of any non-vesting conditions.

Non-market vesting conditions are included in assumptions about the number of warrants that are expected to vest. The
total expense or charge is recognised over the vesting period, which is the period over which all of the specified vesting
conditions are to be satisfied.

When the warrants are exercised, the Company issues new shares. The proceeds received, net of any directly
attributable transaction costs, are credited to share capital (nominal value) and share premium when the warrants are
exercised.

Shares issued for services to settle liabilities are valued using the direct method with reference to the fair value of the
service provided or liability extinguished where determinable. Where the fair value of the service or liability is not
determinable the services are valued with reference to the fair value of the equity instruments issued. The fair value of
goods or services received in exchange for shares is recognised as an expense.

(n) Trade and Other Payables

Trade and other payables are initially recognised at fair value, being the original invoice amount, and thereafter stated at
amortised cost using the effective interest method unless the effect of discounting would be immaterial, in which case
they continue to be held at their original invoice amount. As explained in note 2(a), certain liabilities under the
“Redressement Judiciaire” procedure are, following agreement of the payment plans with individual creditors prior to the
completion of the observation period, repayable over a period that extends to a maximum of ten years as from 24 June
2010. On the basis that the repayment periods had not been agreed and were not known by the Directors as at 31
December 2009, all pre-”Redressement Judiciaire” creditors were categorised as current liabilities and stated at cost.
The effect of discounting has been calculated and adjusted now the repayment plans have been agreed following the
French court formally granting “Continuation” on 24 June 2010.
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(o) Borrowings

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

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that it is
probable that some or all of the facility will be drawn down. To the extent that there is no evidence that it is probable that
some or all of the facility will be drawn down, the fee is capitalised as a prepayment for liquidity services, and amortised
over the period of the facility to which it relates.

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 end of the reporting period.

(p) Post Retirement Benefits

The Group’s obligation in respect of retirement benefits is calculated by estimating the value of benefits that employees
have earned in return for their service in the current and prior periods, based on the level of employee earnings and
length of service in accordance with French law.

The Group has established a provision for staff retirement benefits based on an actuarial study which is performed every
year by an independently qualified firm.

(q) Current and Deferred Income Taxes

The income tax expense for the period comprises current tax and movements in deferred tax assets and liabilities.
Current tax and movements in deferred tax assets and liabilities are recognised in profit or loss, except to the extent that
they relate to items recognised directly in equity, in which case they are recognised in equity.

The current income tax charge is the expected tax payable on the taxable income for the period, using tax rates enacted
or substantively enacted at the balance sheet date in the countries where the Company’s subsidiaries operate and
generate taxable income, and any adjustment to tax payable in respect of previous periods.

Deferred tax assets and liabilities arise from deductible and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to the extent that it is probable
that future taxable profits will be available against which the asset can be utilised, are recognised. Future taxable profits
that may support the recognition of deferred tax assets arising from deductible temporary differences include those that
will arise from the reversal of existing taxable temporary differences, provided that those differences relate to the same
taxation authority and the same taxable entity, and are expected to reverse either in the same period as the expected
reversal of the deductible temporary difference or in periods into which a tax loss arising from the deferred tax asset can
be carried back or forward. The same criteria are adopted when determining whether existing taxable temporary
differences support the recognition of deferred tax assets arising from unused tax losses and credits, that is, those
differences are taken into account if they relate to the same taxation authority and the same taxable entity, and are
expected to reverse in a period, or periods, in which the tax loss or credit can be utilised.

The amount of deferred tax recognised is measured based on the expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date.
Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at each balance sheet date and is reduced to the extent that it
is no longer probable that sufficient taxable profits will be available to allow the related tax benefit to be utilised. Any
such reduction is reversed to the extent that it becomes probable that sufficient taxable profits will be available.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities, and when the deferred income tax assets and liabilities relate to income taxes levied by the
same taxation authority on either the taxable entity or different taxable entities where there is an intention to settle the
balances on a net basis.
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(r) Provisions

Provisions for restructuring costs are only recognised when the Group has a present legal or constructive obligation as
a result of past events, it is probable that an outflow of resources will be required to settle the obligation, and a reliable
estimate of the amount of the obligation can be made. Restructuring provisions principally comprise employee
termination payments.

Provisions are not recognised for future operating losses.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation, using
a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the
obligation. The increase in the provision due to the passage of time is recognised as a finance cost where material.

(s) Revenue Recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and incidental
services in the ordinary course of the Group’s activities. Revenue is shown net of Value-Added Tax, returns, rebates
and discounts, and after eliminating sales within the Group.

Provided it is probable that the economic benefits associated with the transaction will flow to the Group and the revenue
and costs, if applicable, can be measured reliably, revenue is recognised as follows:

 revenue from sales of goods is recognised when goods are delivered and title has passed;

 interest income is recognised as it accrues using the effective interest method.

(t) Exceptional items

Exceptional items are those significant items which are separately disclosed by virtue of their size or incidence to assist
in a full understanding of the Group’s financial performance.

(u) Financial Instruments and Financial Risk Management

The Group’s major financial instruments include cash and cash equivalents, borrowings, trade receivables and trade
payables. The particular recognition methods adopted are disclosed in the individual policy statements associated with
each item. The risks associated with these financial instruments include credit risk, liquidity risk, currency risk and
interest rate risk. The policies on how to mitigate these risks are set out below. Management manages and monitors
these exposures to ensure appropriate measures are implemented in a timely and effective manner.

The Directors of the Company have built an appropriate liquidity risk management framework for the management of the
Group’s short, medium and long-term funding and liquidity management requirements. The Company monitors and
maintains a level of cash and cash equivalents deemed adequate by the management to finance the Group’s operations
and mitigate the effects of fluctuations in cash flows.

Foreign Currency Risk

Foreign currency risk is the risk that the value of a financial instrument will fluctuate because of changes in foreign
exchange rates.

Currently, as a result of its business operations in France, the Group’s revenue and expenses are mainly denominated
in Euros, and the majority of the financial assets and liabilities are denominated in Euros. The effect of the fluctuation in
the exchange rate of the Euro against other currencies on the Group’s results of operations gives rise to exchange
differences. The Group has not entered into any hedging transactions in order to reduce the Group’s exposure to foreign
currency risk in this regard.

If the UK Pound had weakened/strengthened by 5% against the Euro, with all other variables held constant, the effect on
post-tax loss for the year would have been immaterial at 31 December 2010 and 2009.
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(u) Financial Instruments and Financial Risk Management (continued)

Cash Flow and Fair Value Interest Rate Risk

The Group is exposed to cash flow interest rate risk in relation to variable rate bank borrowings. It is the Group’s policy
to keep its borrowings at floating rates of interest so as to minimise the fair value interest rate risk.

The Group’s exposures to interest rates on financial assets and financial liabilities are detailed in the liquidity risk
management section of this note. The Group cash flow interest rate risk is mainly concentrated on the fluctuation of
EURIBOR arising from the Group’s Euro borrowings.

The impact on post-tax loss of a 0.1% shift in rates would have been immaterial at 31 December 2010 and 2009.

Credit Risk

As at 31 December 2010, the maximum exposure to credit risk is represented by the carrying amount of each financial
asset in the consolidated balance sheet after deducting any impairment allowance.

In respect of cash and cash equivalents, balances are maintained with reputable financial institutions.

In respect of trade and other receivables, in order to minimise risk, the management has a credit policy in place and the
exposures to these credit risks are monitored on an ongoing basis. Credit evaluations of the financial position and
condition of the customers of the Group are performed on all customers requiring credit over a certain amount. Debtors
with overdue balances, which will be reviewed on a case-by-case basis, are requested to settle all outstanding balances
before any further credit is granted. Normally, the Group does not obtain collateral from customers but does require
deposits to be paid on order.

Liquidity Risk

Individual operating entities within the Group are responsible for their own cash management, including the raising of
loans to cover expected cash demands, subject to approval by the Board of Directors. The Group’s policy is to regularly
monitor current and expected liquidity requirements to ensure that it maintains sufficient reserves of cash.

The following table details the Group’s remaining contractual maturity for its non-derivative financial liabilities. The table
has been drawn up based on the undiscounted cash flows of financial liabilities based on the earliest date on which the
Group can be required to pay. The table includes principal cash flows.

Within 90
days

91-360
days

Over 360
days

Less future
interest

Carrying
amount

£ £ £ £ £
At 31
December
2009
Trade and
other
payables 5,500,507 - - - 5,500,507

Borrowings 1,019,468 - - (36,000) 983,468

Provisions 237,600 - 329,909 - 567,509

6,757,575 - 329,909 (36,000) 7,051,484

At 31
December
2010
Trade and
other
payables 1,260,241 - 3,400,464 - 4,660,705

Borrowings 1,676,675 - 278,940 (148,541) 1,807,074

Provisions 86,036 - 477,243 - 563,279

3,022,952 - 4,156,647 (148,541) 7,031,058
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(u) Financial Instruments and Financial Risk Management (continued)

Capital Management

The Group’s objectives when managing capital, which are unchanged from the previous year, are to ensure that entities
in the Group will be able to continue as a going concern while maximising the return to shareholders through the
optimisation of the debt and equity balance. The management reviews the capital structure by considering the cost of
capital and the risks associated with each class of capital. In view of this, the Group will balance its overall capital
structure through new share issues as well as the issue of new debt or the redemption of existing debt as it sees fit.

Fair Value Estimation

All financial instruments are carried at amounts not materially different from their fair values as at 31 December 2010.

Carrying amount of financial assets and financial liabilities by category

Group As at
31 December

2010

As at
31 December

Financial assets – loans and receivables 2009
£ £

Non-current

Deposits 162,973 258,828

Other receivables - 27,532

162,973 286,360

Current

Trade receivables net of provision for impairment 176,804 579,535

Other receivables 808,590 799,437

Cash and cash equivalents 356,890 284,178

1,342,284 1,663,150

Total financial assets – loans and receivables 1,505,257 1,949,510

As at
31 December

2010

As at
31 December

Financial liabilities – held at amortised cost 2009
£ £

Non-current liabilities

Borrowings 278,940 -

Trade payables 2,782,812 -

Other payables 15,394 -

3,077,146 -

Current liabilities

Borrowings 1,528,134 983,468

Trade payables 1,259,238 5,470,641

Other payables 1,003 29,866

2,788,375 6,483,975

Non-current provisions

Pension obligations 111,527 123,015

Other provisions 365,716 206,894

477,243 329,909

Current provisions

Other provisions 86,036 237,600

Total financial liabilities – held at amortised cost 6,428,800 7,051,484
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(u) Financial Instruments and Financial Risk Management (continued)

Carrying amount of financial assets and financial liabilities by category (continued)

Company As at
31 December

As at
31 December

2010 2009
Financial assets - Loans and receivables £ £

Non-current

Amounts due from Group undertakings - 2,194,095

Current

Other receivables 498,923 554,521

Cash and cash equivalents 18,405 19,981

517,328 574,502

Total financial assets - loans and receivables 517,328 2,768,597

Investments in subsidiary undertakings 10 1,503,055

10 1,503,055

Total financial assets 517,338 4,271,652

As at
31 December

As at
31 December

Financial liabilities – held at amortised cost 2010 2009
£ £

Current liabilities

Borrowings 1,434,599 644,534

Trade payables 377,763 168,853

Total financial liabilities – held at amortised cost 1,812,362 813,387

(v) Segment Reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the Group’s chief
operating decision-maker. The chief operating decision-maker, who is responsible for allocating resources and
assessing the performance of the operating segments, has been identified as the Executive Chairman.
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(w) Critical Accounting Estimates and Judgements

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. Estimates and judgments 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.

The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are discussed below.

Provision for Impairment of Trade and Other Receivables

The Group makes provision for doubtful debts based on an assessment of the recoverability of trade and other
receivables. Provisions are applied to trade and other receivables where events or changes in circumstances indicate
that the balances may not be collectible. The carrying value of trade and other receivables at 31 December 2010,
excluding prepayments, was £1,011,425 (2009 – £1,391,485), net of a provision for impairment of £215,838 (2009 –
£229,659).

The identification of doubtful debts requires the use of judgement and estimates. Where the expectation is different from
the original estimate, such differences will impact on the carrying value of receivables and doubtful debt expenses in the
period in which such estimate has been changed.

Net Realisable Value of Inventories

The Group makes provision for slow-moving or obsolete inventories based on an assessment of the net realisable value
of the inventories. Provisions are applied to inventories where events or changes in circumstances indicate that the net
realisable value is less than cost. The carrying value of inventories at 31 December 2010 was £479,181 (2009 –
£974,985).

The determination of net realisable value requires the use of judgement and estimates. Where the expectation is
different from the original estimate, such difference will impact on the carrying value of the inventories and the provision
for inventory expenses in the period in which such estimates have been changed. The calculations have been tested for
sensitivity to changes in key assumptions and the Board does not believe that the key assumptions will change to such
an extent so as to cause the carrying values to exceed the recoverable amounts.

3. Revenue

Turnover for the year represents sales of high-end and luxury design furniture and designer-enabled products and
incidental revenue from design and advisory services. There was no external revenue in the parent company.
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4. Administrative and Other Operating Expenses

Year
ended

31 December
2010

Year
ended

31 December
2009

Group £ £

Cost of sales 3,106,413 5,238,144

Occupancy costs 394,253 868,685

Staff costs (note 6) 2,104,260 2,643,368

Depreciation of property, plant and equipment 407,582 408,315

Amortisation of intangible assets 87,594 58,820

Goodwill impairment (note 13) 2,612,673 -
(Profit)/loss on disposal of property, plant and equipment and
intangible assets (770,539) 211,798

Foreign exchange loss/(gain) 61,595 106,597

Other administrative, corporate and operating costs 2,104,169 2,516,199

Exceptional costs 150,724 351,363

Total cost of sales, administrative and other operating
expenses and exceptional costs

10,258,994 12,403,289

Included within the above amounts are the following operating lease payments:

Year
ended

31 December
2010

Year
ended

31 December
2009

Group £ £

Land and buildings 368,384 612,154
Other assets 64,001 135,929

Exceptional costs amounting to £150,724 (2009 – £351,363) relate to restructuring provisions, principally comprising
employee termination payments and other expenses required to be met by the Group under French law, under the
“Redressement Judiciaire” procedure entered into on 30 December 2008, and to provisions for certain legal claims
brought against the Group by former employees, principally as a result of the “Redressement Judiciaire” procedure.

Exceptional income amounting to £794,995 relates to the effect of discounting certain liabilities previously frozen under
the “Redressement Judiciaire” procedure. Such liabilities were categorised as current liabilities until 24 June 2010, the
date on which the repayment plans were agreed by the French court granting “Continuation”. As from 24 June 2010
these liabilities are repayable over a maximum period of up to 10 years.
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5. Auditors’ Remuneration
Year

ended
31 December

Year
ended

31 December
2010 2009

Group £ £

Fees payable to the Company’s auditor for the audit of the
Parent Company and Consolidated Financial Statements 28,500 24,500

Other services under legislative requirements 8,000 4,500

Taxation services 1,250 1,250

Other services 8,000 9,500

45,750 39,750
Fees payable to other auditors
- audit of Company’s subsidiaries 21,482 33,925

6. Staff Costs

Year
ended

31 December
2010

Year
ended

31 December

2009

Group £ £

Salaries, wages and other benefits 1,446,896 1,854,189

Social security expenses 657,364 789,179

2,104,260 2,643,368

The average number of employees of the Group during the year was 40 (2009 – 57).

The fees of the Directors of the parent company and other key personnel are as follows:

Year
ended

31 December
2010

Year
ended

31 December
2009

Group £ £

F J Bobo 502,734 440,975

P Herve 20,658 21,382

S Tikhomiroff - 21,441

M Hosie 32,000 -

D J Henderson-Stewart 21,000 21,000

F Michel-Verdier 21,000 21,000

P C Rainero 21,000 21,000

Aggregate emoluments and fees 618,392 546,798

Included in F J Bobo’s fees for the year ended 31 December 2010 was £482,596 (2009: £419,884) payable to Stunning
Partners LLC, a company controlled by F J Bobo.

M Hosie’s Director’s fees of £32,000 for the year ended 31 December 2010 are payable to Kerr Douglas Limited, a
company controlled by M Hosie.
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7. Finance Income and Finance Costs
Year

ended
31 December

2010

Year
ended

31 December
Group 2009

£ £
Finance Income
Bank interest receivable 1,085 2,319

Finance Costs

Interest on:

Bank and other borrowings 115,546 39,019

Invoice discounting 25,369 30,372
Unwinding of discount on trade and other payables
Other interest

61,672
1,100

-
14,496

Total interest expenses on financial liabilities not at fair value
through profit or loss

203,687 83,887

Bank charges 19,561 23,995

223,248 107,882

8. Income tax expense
Year

ended
31 December

2010

Year
ended

31 December
2009

Group £ £

Current tax - -

Deferred tax – origination and reversal of temporary
differences

25,689 15,844

Income tax expense 25,689 15,844

The tax on the Group’s profit before tax differs from the theoretical amount that would arise using the weighted average
tax rate applicable to profits of the consolidated entities as follows:

Year
ended

31 December
2010

Year
ended

31 December
2009

£ £

Loss before taxation (5,049,722) (4,212,334)

Tax at the applicable rate of 30% (2009 – 28%) (1,514,917) (1,179,454)

Expenses not deductible for tax purposes 890,025 6,006
Tax losses (UK and French) for which no deferred tax
asset was recognised

624,892 1,173,448

Tax effect of permanent and temporary timing differences 25,689 15,844

Taxation charge 25,689 15,844

The tax rate used is a combination of the standard rate of corporation tax in the UK of 28% and the standard rate of
corporation tax in France of 33⅓% to give an applicable tax rate of 30%.

Deferred tax assets on unutilised losses have not been recognised in the Financial Statements as the Directors are
uncertain as to when they will be utilised.
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8. Income tax expense (continued)

Factors affecting the tax charge for future periods

The French-registered trading subsidiaries have estimated tax losses carried forward of €7,986,426 (2009 –
€6,905,295) that are available for offset against future taxable profits. The UK-registered parent company has excess
management charges and unused non-trade loan relationship deficits carried forward of approximately £2,425,928
(2009 – £1,403,490) that are available for offset against future taxable profits.

Subsequent to the end of the reporting period the Group’s French-registered trading subsidiaries were put into
administration (refer note 29). As a result of this process, tax losses previously available to the Group to offset against
future taxable income have been lost.

9. Loss per Share

Basic loss per share is calculated by dividing the loss after tax attributable to equity holders of the Company by the
weighted average number of ordinary shares in issue during the year.

Year
ended

31 December

Year
ended

31 December
2010 2009

Loss attributable to equity holders of the Company (£) 5,075,411 4,228,178

Weighted average number of ordinary shares in issue 62,473,665 56,537,675

Basic loss per share (pence per share) (8.12) (7.48)

The basic and diluted loss per share is the same, as the effect of the exercise of the share warrants would be to
decrease the loss per share.

Details of share warrants that could potentially dilute earnings per share in future periods are set out in note 20.

Subsequent to the reporting period the Company has issued ordinary shares. These shares will have a dilutive effect on
earnings per share in future periods. Details of the shares issued since the Balance Sheet date are set out in note 29.
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10. Property, Plant and Equipment

Group

Office and

Plant and Leasehold computer

machinery improvements equipment Total

£ £ £ £

Cost

At 31 December 2008 22,758 1,921,487 761,205 2,705,450

Additions - 79,694 28,717 108,411

Disposals - (136,737) (99,847) (236,584)

Exchange difference (2,008) (169,463) (66,305) (237,776)

At 31 December 2009 20,750 1,694,981 623,770 2,339,501

Additions - 21,761 22,007 43,768

Disposals (10,196) (956,097) (315,147) (1,281,440)

Exchange difference (655) (63,031) (10,362) (74,048)

At 31 December 2010 9,899 697,614 320,268 1,027,781

Accumulated Depreciation

and Impairment

At 31 December 2008 (15,976) (1,018,083) (368,299) (1,402,358)

Charge for the year (2,161) (345,308) (60,846) (408,315)

Written back on disposals - 77,957 38,226 116,183

Exchange difference 1,413 91,774 32,436 125,623

At 31 December 2009 (16,724) (1,193,660) (358,483) (1,568,867)

Charge for the year (2,088) (347,047) (58,447) (407,582)

Written back on disposals 8,386 930,312 154,375 1,093,073

Exchange difference 527 37,536 7,547 45,610

At 31 December 2010 (9,899) (572,859) (255,008) (837,766)

Net Book Value

At 31 December 2008 6,782 903,404 392,906 1,303,092

At 31 December 2009 4,027 501,321 265,286 770,634

At 31 December 2010 - 124,755 65,260 190,015

The depreciation expense of £407,582 (2009 – £408,315) is included in “administrative and other operating expenses”.
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10. Property, Plant and Equipment (continued)

Company

Office and

computer

equipment Total

£ £

Cost

At 31 December 2008 and 31 December 2009 9,396 9,396

Additions 1,156 1,156

At 31 December 2010 10,552 10,552

Accumulated Depreciation

and Impairment

At 31 December 2008 (1,639) (1,639)

Charge for the year (2,032) (2,032)

At 31 December 2009 (3,671) (3,671)

Charge for the year (2,184) (2,184)

At 31 December 2010 (5,855) (5,855)

Net Book Value

At 31 December 2008 7,757 7,757

At 31 December 2009 5,725 5,725

At 31 December 2010 4,697 4,697

The depreciation expense of £2,184 (2009 - £2,032) is included in “administrative and other operating expenses”.
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11. Intangible Assets

Group

Trademarks Product Computer

Goodwill and licences development Software Total

£ £ £ £ £

Cost

At 31 December 2008 37,678 32,419 567,443 93,749 731,289

Additions - 2,837 42,073 2,220 47,130

Disposals (34,355) (6,296) (83,946) - (124,597)

Exchange difference (3,323) (2,859) (50,044) (8,268) (64,494)

At 31 December 2009 - 26,101 475,526 87,701 589,328

Additions - - - 1,392 1,392

Disposals - - - (61,932) (61,932)

Exchange difference - (805) (14,671) (2,804) (18,280)

At 31 December 2010 - 25,296 460,855 24,357 510,508

Accumulated Amortisation

and Impairment

At 31 December 2008 - (16,801) (409,398) (92,697) (518,896)

Charge for the year - (2,441) (55,206) (1,173) (58,820)

Written back on disposals - - 33,614 - 33,614

Exchange difference - 1,486 36,144 8,177 45,807

At 31 December 2009 - (17,756) (394,846) (85,693) (498,295)

Charge for the year - (8,082) (78,142) (1,370) (87,594)

Written back on disposals - - - 61,932 61,932

Exchange difference - 542 12,133 2,743 15,418

At 31 December 2010 - (25,296) (460,855) (22,388) (508,539)

Net Book Value

At 31 December 2008 37,678 15,618 158,045 1,052 212,393

At 31 December 2009 - 8,345 80,680 2,008 91,033

At 31 December 2010 - - - 1,969 1,969

Amortisation of £87,594 (2009 – £58,820) is included in “administrative and other operating expenses”.
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12. Investment in Subsidiary Undertakings

Company

Shares in Group Undertakings

£

At 1 January 2009 1,503,045

Additions 10

At 31 December 2009 1,503,055

Additions 1,926,618

Impairments (3,429,663)

At 31 December 2010 10

Investments in Group undertakings are recorded at cost, which is the fair value of the consideration paid.

Additions represent additional investment in existing Group undertakings.

Impairment review

The Company assesses at the end of each reporting period whether there is objective evidence that its investments in
subsidiaries are impaired. Based on the continued reported losses and ongoing financial difficulties, the Company has
fully impaired its investments in three of its subsidiaries, Artelano S.A., Forum Diffusion s.a.s and Forum Developpment
s.a.s. at 31 December 2010. No impairment charge has been made against the Company’s investment in Artelano
International Limited.

Details of Subsidiary Undertakings

Name of subsidiary
Country of

incorporation
Registered

capital

Proportion of
ordinary shares held

by the Company Principal activities

Artelano S.A. France €779,200 100% Designer of high-end
contemporary furniture

Forum Diffusion s.a.s. France €1,489,380 100% Supplier of designer
furniture

Forum
Developpement s.a.s.

France €375,000 100% Supplier of designer
furniture

Artelano International
Limited

England and
Wales

£10 100% Supplier of designer
furniture

All subsidiary undertakings are included in the consolidation.
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13. Goodwill arising on acquisition of subsidiaries
Goodwill

£

Group

At 31 December 2008 2,956,598

Exchange difference (260,752)

At 31 December 2009 2,695,846

Exchange difference (83,173)

Impairment charge (2,612,673)

At 31 December 2010 -

Impairment review

Goodwill arose on the purchase of Artelano S.A, Forum Diffusion s.a.s and Forum Developpement s.a.s.. The Directors
perform at least an annual impairment review of the carrying value of goodwill in accordance with the Group accounting
policy outlined in note 2(g).

Following the exit of the trading subsidiaries from their restructuring status under ‘Redressement Judiciaire’, there were
significant financial difficulties present. In addition, a review by the Board of the Group’s business model and the markets in
which it wished to operate led to these subsidiaries being put into liquidation. The Directors were of the opinion that at the
Balance Sheet date the subsidiaries no longer provided any value to the Group. The Directors have therefore fully impaired
the carrying value of goodwill at the Balance Sheet date.

14. Inventories

Group

As at
31 December

2010

As at
31 December

2009

£ £

Finished goods 479,181 974,985

The cost of inventories recognised as an expense and included in cost of sales amounted to £2,857,780 (2009 –
£4,584,119). The Company did not hold any inventory during the years ended 31 December 2010 or 2009. The
carrying value of inventories carried at fair value less costs to sell amounted to £299,566.

The amount of inventory provision recognised as an expense in the year amounted to £149,716 (2009 - £Nil). The
Group reversed previous inventory provisions of £Nil (2009 - £40,213) during the year due to realising sales above
previously estimated fair values less costs to sell. The amount reversed has been included within ‘cost of sales’ in the
relevant period.
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15. Trade and Other Receivables

Group As at
31 December

2010

As at
31 December

2009
£ £

Non-current

Deposits 162,973 258,828

Other receivables - 27,532

162,973 286,360

Current

Trade receivables 392,642 809,194

Less: provision for impairment of trade receivables (215,838) (229,659)

Trade receivables - net 176,804 579,535

Advances to suppliers and subcontractors 26,031 12,513

Other receivables 808,590 799,437

Prepayments 106,800 608,763

1,118,225 2,000,248

The fair value of all current receivables is as stated above. Non-current receivables have no fixed date of repayment and
as such the Directors believe a calculation of a reliable estimate of their fair value cannot be made at the Balance Sheet
date.

b) Trade receivables which were not impaired

The ageing of trade receivables which were neither individually nor collectively considered to be impaired at the
balance sheet date is as follows:

As at
31 December

As at
31 December

2010 2009
£ £

Neither past due nor impaired 91,156 314,154

Past due but not impaired

Less than 3 months past due - 182,264

Over 3 months past due 85,648 83,117

85,648 265,381

Total unimpaired trade receivables 176,804 579,535

Receivables which were past due but not impaired relate to a number of independent customers that have a good track
record with the Group. Based on past experience, management believes that no impairment allowance is necessary in
respect of these balances as there has been no significant change in credit quality and the balances are still considered
fully recoverable. The Group does not hold any collateral over these balances.

Company As at
31 December

As at
31 December

2010 2009
£ £

Non-current

Amounts due from Group undertakings 533,314 2,194,095

Current

Prepayments and other receivables 610,738 960,918
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15. Trade and Other Receivables (continued)

c) Trade receivables which were impaired

At 31 December 2010, trade receivables of £215,838 (2009: £229,659) were impaired and provided for. The amount of
the provision was £215,838 as at 31 December 2010 (2009: £229,659). The individually impaired receivables mainly
relate to customers who are in unexpectedly difficult economic circumstances. It is assessed that none of these
receivables is expected to be recovered in whole or in part.

The ageing of these receivables is as follows:

As at
31 December

As at
31 December

2010 2009
£ £

More than 3 months overdue 215,838 229,659
215,838 229,659

Movements on the provision for impairment of trade receivables are as follows:

Year ended
31 December

Year ended
31 December

2010 2009
£ £

At 1 January 229,659 239,452

Provisions made during year 19,870 12,112

Receivables written off as uncollectable during year (26,595) (767)

Exchange difference (7,096) (21,138)

At 31 December 215,838 229,659

The creation and release of provisions for impaired receivables has been included in “administrative and other
operating expenses” in profit or loss. All amounts relate to the Design and Distribution (France) segment (see note 27).
Amounts charged to the allowance account are generally written off when there is no expectation of recovering
additional cash.

Other than those previously discussed, the Group and Company’s trade and other receivables do not include any
impaired assets.

The maximum exposure to credit risk at the reporting date is the carrying value of each class of receivable mentioned
above. The Group does not hold any collateral as security.

The carrying amounts of the Group and Company’s trade and other receivables are denominated in the following
currencies:

Group Company

As at 31
December

2010

£

As at 31
December

2009

£

As at 31
December

2010

£

As at 31
December

2009

£

Euro 602,060 1,867,113 66,736 2,380,063

UK pound 679,138 419,495 544,002 774,950

Total 1,281,198 2,286,608 610,738 3,155,013
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16. Cash and Cash Equivalents

Group As at
31 December

2010

As at
31 December

2009
£ £

Cash at bank and in hand 356,890 284,178

Company As at
31 December

As at
31 December

2010 2009
£ £

Cash at bank and in hand 18,405 19,981

All balances are held at banks with at least an “A” credit rating.

Cash and cash equivalents include the following for the purposes of the Cash Flow Statement:

Group As at
31 December

2010

As at
31 December

2009
£ £

Cash at bank and in hand 356,890 284,178

Bank overdrafts included in borrowings (note 21) (305,402) (306,239)

Cash and cash equivalents 51,488 (22,061)

Company As at
31 December

As at
31 December

2010 2009
£ £

Cash at bank and in hand 18,405 19,981

Bank overdrafts included in borrowings (note 21) (8,660) (6,825)

Cash and cash equivalents 9,745 13,156

17. Retained loss for the year

The Company has taken advantage of section 408 of the Companies Act 2006 and has not included its own Statement
of Comprehensive Income in these Financial Statements. The loss of the Company for the year dealt with in the
Financial Statements of the Company was £6,076,907 (2009 – £960,380 loss).
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18. Share Capital

Group and company

Number
Nominal

value

£

Authorised

Ordinary shares 200,000,000 20,000,000

Issued and fully paid
Number of shares Ordinary shares Share premium Total

£ £ £

At 1 January 2009 55,704,050 5,570,405 - 5,570,405

Issued in the year 2,521,280 252,128 30,071 282,199

At 31 December
2009

58,225,330 5,822,533 30,071 5,852,604

Issued in the year 7,075,517 707,552 166,744 874,296

At 31 December
2010

65,300,847 6,530,085 196,815 6,726,900

During the year ended 31 December 2010 the Company issued a total of 5,348,245 ordinary shares fully paid in
settlement of outstanding liabilities, including amounts due to directors, with an aggregate value of £684,296 at the date
of settlement. The value of these shares was calculated with reference to the fair value of the outstanding liabilities.
Further details of the settlement of amounts due to directors are disclosed in note 25 to these Financial Statements.

19. Shares to be issued

Group and company
Number of shares Value

£

At 1 January and 31 December 2009 - -

Allocated during the year 1,000,000 100,000

At 31 December 2010 1,000,000 100,000

During the year the Company entered into a contractual agreement to issue ordinary shares in the Company. The shares
were subscribed for at their par value of 10 pence per share and the funds received prior to the balance sheet date. The
shares were issued on 4 January 2011.
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20. Share warrants

Share warrants were issued to certain investors during the year in accordance with the terms of a placing agreement.

Share warrants outstanding at the end of the year have the following expiry dates and exercise prices:

Shares

Expiry date
Exercise price
in £ per share 2010 2009

29 October 2012 0.11 1,727,272 -

The warrants are exercisable starting immediately from the date of grant and lapse two years from the date of grant. The
Company and Group has no legal or constructive obligation to settle or repurchase the warrants in cash. The fair value
of the share warrants was determined using the Black Scholes valuation model. The estimated fair value of the warrants
is not material and as a result no value has been attributed to the warrants in the financial statements.

A reconciliation of warrants granted over the year to 31 December 2010 is shown below:

2010 2009

Number

Weighted
average
exercise
price (£) Number

Weighted
average
exercise
price (£)

Outstanding as at 1 January - - - -

Granted 1,727,272 0.11 - -

Outstanding as at 31 December 1,727,272 0.11 - -

Exercisable at 31 December 1,727,272 0.11 - -

The share warrants had a remaining expected and contractual life of 1.8 years at 31 December 2010.

21. Borrowings

Group

As at
31 December

2010

As at
31 December

2009
£ £

Non-current

Bank loans 33,513 -

Bank overdrafts 245,427 -

278,940 -

Current

Loans from Luxadvor S.A. (note 25) 1,425,938 637,709

Bank loans 42,221 39,520

Bank overdrafts 59,975 306,239

1,528,134 983,468

The loans from Luxadvor S.A. are inclusive of accrued interest since their inception.
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21. Borrowings (continued)

The borrowings are repayable as follows:
As at

31 December
2010

As at
31 December

2009
£ £

Within 1 year 1,528,134 983,468

2 - 5 years 139,470 -

After 5 years 139,470 -

1,807,074 983,468

The annual interest rate on the loans from Luxadvor S.A. are 12% per annum (2009: 12%). The annual interest rate on
the bank loan was 5.9% (2009 – 5.9%), although interest is no longer payable as the loan is “frozen” under the
“Redressement Judiciaire” arrangement described in note 2(a). The bank overdrafts are exposed to interest rate
changes.

The loan from Luxadvor S.A. dated 26 June 2009 of £600,000 plus accrued interest originally fell due for repayment on
or before 30 June 2010 and is secured against 49.9% of the share capital of Artelano S.A. The loan from Luxadvor S.A.
dated 11 June 2010 of €785,000 plus accrued interest originally fell due for repayment on or before 15 July 2010 and is
secured against the shares of the French registered subsidiary undertakings. As disclosed in Note 2, the Directors have
subsequent to the year-end renegotiated the repayment terms of the two loans with Luxadvor S.A. whereby both loans
are not repayable before 31 December 2012.

The fair value of the Group’s current and non-current borrowings borrowings is approximate to their carrying amount, as
the impact of discounting is not significant.

Company

As at
31 December

2010

As at
31 December

2009
£ £

Loan from Luxadvor S.A. (note 25) 1,425,939 637,709

Bank overdrafts 8,660 6,825

1,434,599 644,534

The borrowings are repayable as follows:
As at

31 December
As at

31 December
2010 2009

£ £

Within 1 year 1,434,598 644,534

The fair value of the Company’s borrowings equals their carrying amount, as the impact of discounting is not significant.
The Company’s bank overdrafts are exposed to interest rate changes. The carrying amounts of the Group and
Company’s borrowings are denominated in the following currencies:

Group Company

As at 31
December

2010

£

As at 31
December

2009

£

As at 31
December

2010

£

As at 31
December

2009

£

Euro 1,088,705 338,934 716,230 -

UK pound 718,369 644,534 718,369 644,534

Total 1,807,074 983,468 1,434,599 644,534

The Group and Company had no undrawn borrowing facilities.
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22. Trade and Other Payables

Group

As at
31 December
2010

As at
31 December

2009
£ £

Non-current liabilities

Trade payables 2,782,812 -

Other payables and accrued expenses 15,394 -

Social security and other taxes 608,954 -

3,407,160 -

Current liabilities

Trade payables 1,259,238 5,470,641

Other payables and accrued expenses 477,938 776,054

Advance payment from customers 17,970 38,217

Social security and other taxes 1,129,723 1,608,883

2,284,869 7,893,795

As disclosed in note 2(n) and the Report of the Directors, certain subsidiary undertakings entered into a “Redressement
Judiciaire” arrangement on 30 December 2008 under French law, which had the effect of “freezing” certain trade and
other payables as at 31 December 2009 in the sum of €8,174,009, including the intragroup balances due to the
Company.

The fair value of trade payables, other payables and accrued expenses and social security and other taxes is
£3,381,757, £18,707 and £740,019 respectively. The fair value of current liabilities equals their carrying amount, as the
impact of discounting is not material.
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22. Trade and Other Payables (continued)

The observation process was ongoing as at 31 December 2009. Since 31 December 2009, the subsidiary undertakings
have been granted “Continuation” by the French court and payment plans have been agreed with individual creditors
and the court for the repayment of these 2008 liabilities, as shown below. The categories presented below are
consistent with those set out in the “Continuation” plan as approved by the court.

Artelano S.A.
Total Within 1 year 2 – 5 years

After 5
years

€ € € €

“Superprivilegies” debt 79,298 58,430 20,868 -

“Privilegies” debt 536,956 67,120 268,478 201,358

Unsecured debt 923,909 115,488 391,954 416,467

Balance as at 31 December 2010 1,540,163 241,038 681,300 617,825

Forum Diffusion s.a.s.
Total Within 1 year 2 – 5 years

After 5
years

€ € € €

“Superprivilegies” debt 271,195 271,195 - -

“Privilegies” debt 727,085 90,886 363,544 272,655

Unsecured debt 3,522,910 440,364 1,761,456 1,321,090

Balance as at 31 December 2010 4,521,190 802,445 2,125,000 1,593,745

Because the French Court granted “Continuation” during 2010 and the repayment terms were agreed on 10 June 2010,
the Group did not have an unconditional right to defer settlement of the liabilities at 31 December 2009. In accordance
with the requirements of IAS 1 Presentation of Financial Statements, the liabilities were therefore shown in the balance
sheet as current liabilities.

During 2009, negotiations with the relevant creditors led to certain of the liabilities being assigned from the subsidiary
undertakings to the Company. A balance of £86,392 was settled by the issue of equity shares in the Company to one of
the creditors on 23 December 2009. Further liabilities of £506,385 were settled in the same way on 4 February 2010.
As a result of these transactions, these liabilities were taken over by the Company, which consequently stood as a
creditor of the subsidiary undertakings in those amounts.

Company
As at

31 December
As at

31 December
2010 2009

£ £

Current liabilities

Trade payables 377,763 168,853

Other payables and accrued expenses 137,506 83,795

515,269 252,648
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23. Provisions for liabilities and other charges

Group

Pension
obligations

Restructuring
and

redundancy
Other

provisions
Total

£ £ £ £

Balance as at 1 January 2010 123,015 71,052 373,442 567,509

Charged/(credited) in the year (7,680) - 270,994 263,314

Amounts used during the year - (58,865) (70,921) (129,786)

Unused amounts reversed during the year - - (120,270) (120,270)

Exchange differences (3,808) (2,289) (11,391) (17,488)

Balance as at 31 December 2010 111,527 9,898 441,854 563,279

The amounts above are classified in the balance sheet as follows:

As at
31 December

As at
31 December

2010 2009

£ £

Current 86,036 237,600

Non-current 477,243 329,909

563,279 567,509

Pension obligations

The subsidiary undertakings are required, under French law, to make a payment to employees upon attaining normal
retirement age. The amount payable depends upon the employees’ monthly earnings, length of service, the period of
time until retirement and life expectancy to which a multiple is applied. In order to define the Group’s retirement benefit
obligation to its employees an independent actuarial study was carried out as at 31 December 2010. The provision
credit is recognised in the Consolidated Statement of Comprehensive Income within “administrative and other operating
expenses”. The balance as at 31 December 2010 is not expected to be utilised in 2011 and is dependent upon the
employees remaining in employment at the date of their retirement.

Restructuring and redundancy

Provisions for restructuring and redundancy cost principally comprise employee termination payments under the
“Redressement Judiciaire” procedure. The provision of £9,898 is expected to be fully utilised during 2011.

Other provisions

Other provisions represent provisions for certain legal claims brought against the Group by former employees of
£365,716, principally as a result of the “Redressement Judiciaire” procedure. Potential penalties of £40,866 in
connection with the early cessation of a lease contract and potential penalties of £35,272 for non-fulfillment of customer
orders. Provisions of £86,036 are expected to be utilised in 2011. The provision charge, net of unused amounts
reversed during the year, is recognised in the Consolidated Statement of Comprehensive Income within “administrative
and other operating expenses”.
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23. Provisions for liabilities and other charges (continued)

Deferred taxation

The analysis of deferred tax assets and deferred tax liabilities is as follows:

Group
As at

31 December
As at

31 December
2010 2009

£ £

Deferred tax assets to be recovered after more than 12 months 47,273 75,328

Deferred tax liabilities to be recovered after more than 12
months

- -

Deferred tax asset (net) 47,273 75,328

The movement on the deferred tax account is as follows:

Year ended
31 December

Year ended
31 December

2010 2009

£ £

At 1 January 75,328 99,960

Charged to profit or loss (25,663) (15,844)

Exchange differences (2,392) (8,788)

At 31 December 47,273 75,328
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23. Provisions for liabilities and other charges (continued)

Deferred taxation (continued)

The movement in deferred income tax assets and liabilities during the year, without taking into consideration the
offsetting of balances within the same tax jurisdiction, is as follows:

Deferred tax assets
Provisions

Timing
differences Total

£ £ £

At 1 January 2009 100,485 42,158 142,643

Charged to profit or loss (50,707) (4,120) (54,827)

Exchange differences (8,777) (3,711) (12,488)

At 31 December 2009 41,001 34,327 75,328

Charged to profit or loss (2,537) (23,126) (25,663)

Exchange differences (1,265) (1,103) (2,368)

At 31 December 2010 37,199 10,098 47,297

Deferred tax liabilities Provisions Timing differences Total
£ £ £

At 1 January 2009 (21,434) (21,249) (42,683)

Charged to profit or loss 19,576 19,407 38,983

Exchange differences 1,858 1,842 3,700

At 31 December 2009 and 31 December 2010 - - -

The Group did not recognise deferred tax assets of approximately £642,000 (2009 – £393,000) in respect of UK excess
management charges and non-trade loan relationship debits at 26% (2009 – 28%) and deferred tax assets of
approximately £2,289,000 (2009 – £1,316,000) in respect of French tax losses at 33⅓% (2009 – 33⅓%) that can be
carried forward against future taxable profits.
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24. Share-Based Payments

a) Equity-Settled Share-Based Payments

Equity settled share-based payments are disclosed in notes 18 and 20 to these financial statements.

b) Cash-settled share-based payments

As part of the agreement with Stunning Partners LLC (see note 25), a management fee is payable by the Company
equal to 1.5% of the average market capitalisation of the Company in the quarter preceding the date on which the fee
falls due for payment.

The total expense recognised in the year in respect of cash-settled share-based payments was £482,596 (2009 –
£419,884) and the total liability recognised at the year-end was £Nil (2009 – £Nil).

25. Related Party Transactions

For the purpose of these Financial Statements, parties are considered to be related if one party has the ability to control
the other party, or exercise significant influence over the other party in making financial or operational decisions, as
defined by IAS 24 Related Party Disclosures. In considering each possible related party relationship, attention is
directed to the substance of the relationship, not merely the legal form.

The Group and Company entered into the following related party transactions, in addition to those disclosed in note 24:

Transactions with subsidiaries

During the year, the Company charged Artelano S.A., Forum Diffusion s.a.s. and Forum Developpement s.a.s.
interest of £5,078 (2009 – £471), £4,502 (2009 – £2,658) and £6,056 (2009 - £740) respectively on the intragroup
balances. In addition, the Company charged Artelano S.A., Forum Diffusion s.a.s. and Forum Developpement s.a.s.
management fees of £50,292 (2009 – £nil), £102,613 (2009 – £nil) and £41,832 (2009 – £22,155) respectively. The
Company has also provided loan finance to Artelano S.A., Forum Diffusion s.a.s. and Forum Developpement s.a.s.,
repayable in Euros, and Artelano International Limited, repayable in Sterling, during the period. As at 31 December
2010, the amounts due from the subsidiaries were as follows:

Artelano S.A. €Nil (2009 – €759,259)
Forum Diffusion s.a.s. €Nil (2009 – €1,124,557)
Forum Developpement s.a.s. €Nil (2009 – €161,342)
Artelano International Limited £Nil (2009 – £355,455)

At 31 December 2010 the Company provided for all debts due from Artelano S.A., Forum Diffusion s.a.s., Artelano
International Limited and Forum Developpment s.a.s. in full. Bad debt expenses of £891,915 (2009 - £Nil), £105,922
(2009 - £Nil), £533,314 (2009 - £Nil) and £58,856 (2009 - £Nil) have been recognised in the Company’s profit or loss
in respect of these provisions.

During the year ended 31 December 2010 the Company converted part of the amounts due from Artelano S.A.,
Forum Diffusion s.a.s. and Forum Developpment s.a.s. into additional new ordinary shares in those companies. The
amounts converted were as follows:

Artelano S.A. £396,899
Forum Diffusion s.a.s. £1,234,250
Forum Developpement s.a.s. £295,469

At 31 December 2010, subsequent to the conversion, all investments in subsidiaries with the exception of the
investment in Artelano International Limited were fully impaired.

All transactions between group companies have been eliminated on consolidation.



61

designcapital plc NOTES TO THE FINANCIAL STATEMENTS

25. Related Party Transactions (continued)

Other transactions

During 2010, the Company agreed an additional loan facility with Luxadvor S.A., a shareholder with significant
influence over the Company, amounting to €785,000. At the year end, the Company owed Luxadvor S.A. an
aggregate of £1,275,650 (2009 - £600,000) plus accrued interest of £150,288 (2009 – £37,709). Interest is charged
at a rate of 12 per cent per annum. The loan was repayable on or before 15 July 2010 and is secured on 49.9% of the
share capital of Artelano S.A. F J Bobo has also provided a personal guarantee to Luxadvor S.A. in relation to the
loan. On 20 December 2011, Luxadvor S.A. agreed that they would not seek repayment of both loans, either in part
or in full, before 31 December 2012. In addition, Luxadvor S.A. and the Company agreed that all or part of both loans
can be converted into equity of the Company at the sole discretion of Luxadvor S.A. during the period to 31
December 2012.

Fees of £10,741 (2009 - £130,575) were charged by Satila, a company in which S Tikhomiroff has a controlling
interest, in the year in respect of Director’s services. Fees of £17,634 (2009 - £10,452) were charged by PHES, a
company in which P Herve has a controlling interest, in the year in respect of Director’s services. At 31 December
2010 the Group had amounts outstanding to Satila and PHES of £Nil (2009 - £Nil) and £Nil (2009 - £Nil) respectively.

During the year, the Company incurred costs of £482,596 (2009 - £419,884) in respect of management and advisory
fees from Stunning Partners LLC, a limited liability company incorporated in the State of New York in which F J Bobo
has a controlling interest. Included within prepayments is a balance of £Nil (2009 – £394,564) and included in other
receivables is an amount of £66,736 (2009 - £541.426) relating to advance management advisory fees and success
fees from Stunning Partners LLC. No equity shares were issued to Stunning Partners LLC in either the current or
comparative period. Included in trade and other payables is a balance due to Stunning Partners LLC of £Nil.

M Hosie, who was appointed as a Director during the year is also a director and controlling party of Kerr Douglas
Limited. During the period that M Hosie was a Director of the Company fees of £32,993 were incurred from Kerr
Douglas Limited in respect of services provided by M Hosie and expenditure reclaimed. At 31 December 2010 a total
of £189,684 was outstanding and due to Kerr Douglas Limited.

On 29 October 2010 the Company issued an aggregate of 572,727 new ordinary shares fully paid at 11 pence per
share in settlement of outstanding directors fees of £63,000. 190,909 new ordinary shares fully paid at 11 pence per
shares were issued to each of D J Henderson-Stewart, P C Rainero and F Michel-Verdier, all directors of the
Company at the date of the transaction in settlement of their liabilities.

26. Major non-cash transactions

Group and Company

During the year ended 31 December 2010 the Company issued a total of 5,348,245 ordinary shares fully paid in
settlement of outstanding liabilities. The aggregate value of these shares was £684,296 which was calculated with
reference to the fair value of the services rendered and the outstanding liabilities.

Company

During the year ended 31 December 2010 the Company converted inter-company loans into additional ordinary shares
in its subsidiaries. The amounts converted during the year had an aggregate value of £1,926,618.

27. Segmental Information

Management has determined the operating segments based on the reports reviewed by the Executive Chairman, as the
chief operating decision-maker, that are used to make strategic decisions.

The Executive Chairman considers the business from both a class of business and a geographical perspective, which
are coincident: the design and distribution of high-end luxury furniture in France, and the provision of support services in
the UK.

The Executive Chairman assesses the performance of the operating segments based on operating profit or loss as
disclosed in the Statement of Comprehensive Income.
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27. Segmental Information (continued)

The segment information provided to the Executive Chairman for the reportable segments is as follows:

Design and
distribution

(France)

Support
services

(UK) Total

Year ended 31 December 2010 £ £ £

Total segment revenue 4,636,440 194,885 4,831,325

Inter-segment revenue - (194,885) (194,885)

Revenue from external customers 4,636,440 - 4,636,440

Operating loss before exceptional costs (2,013,516) (996,365) (3,009,881)

Exceptional income

Impairment of goodwill

794,995

(2,612,673)

-

-

794,995

(2,612,673)

Operating loss (3,831,194) (996,365) (4,827,559)

Finance income 1,085

Finance costs (223,248)

Loss before tax (5,049,722)

Taxation (25,689)

Loss for the year (5,075,411)

Operating loss includes:

Depreciation and amortisation 492,993 2,184 495,177

Total segment assets 1,569,105 782,724 2,351,829

Assets not reviewed by chief operating decision-maker 4,697

Total assets per Balance Sheet 2,356,526

Total segment assets include:

Additions to non-current assets (other than deferred tax assets) 23,153 22,007 45,160

Total segment liabilities 6,712,514 1,949,868 8,662,382
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27. Segmental Information (continued)
Design and
distribution

(France)

Support
services

(UK) Total

Year ended 31 December 2009 £ £ £

Total segment revenue 8,136,307 22,155 8,158,462

Inter-segment revenue - (22,155) (22,155)

Revenue from external customers 8,136,307 - 8,136,307

Operating loss before exceptional costs (2,829,259) (926,149) (3,755,408)

Exceptional costs (351,363) - (351,363)

Operating loss (3,180,622) (926,149) (4,106,771)

Finance income 2,319

Finance costs (107,882)

Loss before tax (4,212,334)

Taxation (15,844)

Loss for the year (4,228,178)

Operating loss includes:

Depreciation and amortisation 465,103 2,032 467,135

Total segment assets 6,191,988 980,899 7,172,887

Assets not reviewed by chief operating decision-maker 5,725

Total assets per Balance Sheet 7,178,612

Total segment assets include:

Additions to non-current assets (other than deferred tax assets) 155,541 - 155,541

Total segment liabilities 8,547,590 897,182 9,444,772

Sales between segments are carried out at arm’s length. The revenue from external parties reported to the Executive
Chairman is measured in a manner consistent with that in profit or loss.

The amounts provided to the Executive Chairman with respect to total assets are measured in a manner consistent with
that of the Financial Statements. These assets are allocated based on the operations of the segment and the physical
location of the asset.

The amounts provided to the Executive Chairman with respect to total liabilities are measured in a manner consistent
with that of the Financial Statements. These liabilities are allocated based on the operations of the segment.

Revenues from external customers are derived from design and distribution of high-end luxury furniture in France.
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28. Commitments

a) Commitments

The Group and Company had no capital commitments as at 31 December 2010 or 31 December 2009.

The Company acts as guarantor for certain property leases of the subsidiaries amounting to:

 €13,837.50 per month until 31 August 2012 in respect of premises leased by Forum Diffusion s.a.s; and
 £115,000 per annum until 12 November 2020 in respect of premises leased by Artelano International

Limited.

b) Operating Lease Commitments

The Group leases various offices, warehouses, motor vehicles and other equipment under non-cancellable operating
lease agreements. The lease terms are between 3 and 10 years, and the agreements are renewable at the end of the
lease period at market rate.

The lease expenditure charged to profit or loss during the year is disclosed in note 4.

The future aggregate minimum lease payments under non-cancellable operating leases are as follows:

29. Events after the Reporting Period

Share Issues

On 5 January 2011 the Company issued 1,000,000 new ordinary shares fully paid at 10 pence per share. The Company
was contractually committed to issuing these shares prior to the end of the reporting period and the aggregate value of
the shares of £100,000 was recognized within the shares to be issued reserve during the reporting period. On 5 January
2011 these shares were transferred from shares to be issued to share capital.

On 17 February 2011 the Company issued 1,000,000 new ordinary shares fully paid at 10 pence per share via a placing.
The shares were issued to Mena Consultants Limited in accordance with the deferred subscription agreement entered
into by Mena Consultants Limited on 18 December 2007 and was in addition to the shares issued to Mena Consultants
Limited on 5 January 2011 described above.

On 10 March 2011 the Company raised £25,410 through the issue of 254,100 new ordinary shares fully paid at 10 pence
per share.

On 7 April 2011 the Company raised £200,000 through the issue of 2,000,000 new ordinary shares fully paid at 10 pence
each.

On 31 May 2011 the Company raised £20,000 from the exercise of 181,818 warrants into new ordinary shares of the
Company. On 13 June 2011 the Company raised a further £60,000 from the exercise of 545,456 warrants. All new
shares were issued fully paid at 11 pence per share in accordance with the warrant agreement.

All shares issued since the Balance Sheet date rank pari passu in all respects with the existing shares in issue. The
shares will dilute earnings per share in future periods.

2010 2009

£ £

Land and buildings

Within one year 407,861 465,458

Between 2 and 5 years 656,258 852,784

Greater than 5 years 536,667 -

1,600,786 1,318,242

Other

Within one year 52,271 63,989

Between 2 and 5 years 88 6,740

52,359 70,729
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29. Events after the Reporting Period (continued)

AIM suspension

On 27 June 2011, the Company announced that it was not able to publish its annual financial statements in accordance
with the timetable specified in the AIM rules and as a result its shares were temporarily suspended from trading on AIM
until such date as the audited financial statements are published and available to shareholders.

30. Controlling Party

The Directors consider that there is no ultimate controlling party.


