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performance of Barbour Threads, but in
the absence of an improvement in
economic conditions, it will take time for
the benefits of our manufacturing strategy

to recover the full extent of this decline.

Group turnover declined by 8% to £125
million, and operating margins before
exceptional costs reduced from 9.0% of

turnover to 6.2%,

Exceptional charges of £1.1 million
include a re-statement of £639,000 from
last year as required by FRS12 which
primarily related to the closure of the
Alan Paine knitwear plant during the year.
The remaining $508,000 relates to cost
cutting measures across all our
businesses, where during the year we

reduced employee numbers by 459.

A feature of this year was the higher than
usual fevel of capital expenditure of £4.9
million which included new
manufacturing facilities in Alabama,
U.S.A., Northern Ireland and China for
Barbour Threads. This expenditure
contributed to the increase in net
borrowings from £21.9 million to £24.8

million.

The board has deciared a second interim
dividend of 5.6 pence (net) per share and
with the interim dividend of 2.7 pence

{net) per share already paid, means the

.

HICKING PENTECOST PLC

total for the year will be the same as last

vear at 8.3 pence (net) per share.

BARBOUR THREADS

During this year we have invested in new
facilities in the U.S.A., Northern Ireland, a
new manufacturing subsidiary in China,
and increased our manufacturing capacity
in our Indian joint ventuge. This
investment totalling £4.5 million is
consistent with our objective of
concentrating our manufacturing in fewer
but more modern facilities within the

more developed economies of the U.S.A.
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ACQUISITION BY
CoaTt1s VIYELLA

On 4 June 1999, we anncunced our preliminary results for the year to 31 Macch 1999 and a

recommended Offer of 175p per share for the company by American & Efird (UK) Limited.

Following this Offer there were the following subsequent Offers:

Date Offer Announced Offeror Offer Price
30 June 1999 Coats Viyeila Plc 205 pence
20 July 1999 American & Efird (UK) Limited 226 pence
30 July 1999 Coats Viyella Plc 240 pence

On 3 Seprtember 1999, Coats Viyella Plc declared their Offer unconditional in all respects

and now hold 94 per cent of Hicking Pentecost PLC shares.

Your Board recommended Hicking Pentecost PLC shareholders to accept the offer for the

following reasons:

4 vour Board believes the 240p Offer by Coats Viyella Plc which represents a premium of

97 per cent to the closing Hicking Pentecost PLC price of 127.5p on 3 June 1999 (the last -
business day prior to the public announcement of the first Offer and after deducting

Hicking Pentecost PLC’s second interim dividend of 5.6p (net) which Hicking Pentecost

PLC shareholders retained) represented atcractive value to Hicking Pentecost PLC

shareholders.

4 in view of the current poor invesiment sentiment towards the smaller company sector
in the UK and the unsettled trading outlook in textiles, your Board had concluded that, in
the absence of the Offer, Hicking Pentecost PLC shareholders may not be in a position to

realise equivalent value to that represented by the Offer within a reasonable time scale.

Hicking Pentecost PLC shareholders who have not yet accepted the Coats Viyella Plc
Offer should do so as soon as possible and those who have gueries regarding the
completion of Forms of Acceptance should contact IRG plc by post at Balfour House,
390-398 High Road, Hford, Essex IG1 1INQ or by telephone on 0181 639 2000.
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Tupbor DavIEes
CHAIRMAN

Aged 47, he joined the
board in 1990. He is a
chartered accountant with
a wide industrial
experience and was
previously a partner in
corporate recovery with
one of the “Big 3” firms.

Don WHITLOW
CHIEF EXECUTIVE
BarBour THREADS

Aged 62, he has been
involved with parts of our
US thread operation for
many vears and joined
the board in 1998. He
brings over 40 years
experience of the textile
industry to his role
heading our Barbour
Threads division,

LEX MCVICKER
DIrRECTOR

Aged 46, has wide
experience with
international “Blue Chip”
textile companies and has
overseen the
reorganisation of our
Northern [reland thread
operation. He joined the
board in 1998.
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Aged 39015 a chartered
accountant and joined the
board in 1990. Fullowing
public practice expericnee
with "Big 5" firms he
switched to industry in

1986.

HECKING PENTECO - ° Q

Aged 30 j0ined the board
in september 1998 He
SpUnt OLny vears running
the Europoean operations
of another thread
manutacrurer and is &

director of several private

companies.



Over the last five years we have built
our core Barbour Threads business
into u leading position in industrial
threads for non-clothing applications,
and until this year successively
increased the group's sales, profits
and earnings. Qur strategy within
Barbour Threads has been to reduce
our manufacturing costs in Furope
and the U.S.A. and expand production
in emerging markets to support the
growth in these regions and secure a
lower cost source of supply for

existing markets.

We have continued with this strategy, and
made good progress this vear. but in
commaon wirh most other manufacturers
in textile relared businesses. particulariy
those involved in exporting, our financial

performance has been disappointing.

We warned last July that we were
experiencing a decline in our major
markets. and this continued throughout
the vear, resulting in a decline of 43% in
carnings per share before exceprional
costs 1o 1+.2p. The action that we took in

the first half improved the second half

o VM NL v RmpeorT 1969



performance of Barbour Threads, but in
the absence of an improvement in
economic conditions, it will take time for
the benefits of our manufacturing strategy

to recover the full extent of this decline.

Group turnover declined by 8% 10 £125
million, and operating margins before
exceptional costs reduced from 9.0% of

turnover (o 6.2%.

Exceptional charges of £1.1 million
include a re-statement of £639,000 from
last year as required by FRS12 which
primarily related to the closure of the
Alan Paine knitwear plant during the year,
The remaining £508,000 relates to cost
cutting measures across all our
businesses, where during the year we

reduced employee numbers by 459.

A feature of this year was the higher than
usual level of capiral expenditure of £4.9
million which included new
manufacturing facilities in Alabama,
U.S.A, Northern Ireland and China for
Barbour Threads. This expenditure
contributed 1o the increase in net
borrowings from £21.9 million to £24.8

million.

The board has declared a second interim
dividend of 5.6 pence (net) per share and
with the interim dividend of 2.7 pence

(net) per share already paid, means the
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total for the vear will be the same as last

vear at 8.3 pence (ner) per share.
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During this vear we have invested in new

T
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facilities in the U.S.AL Northern Ireland. a
new manufacruring subsidiary in China,
and increased our manufaciuring capacity
in our Indian joint venrure. This
investment totalling 4.5 million is
consistent with our objective of
CONCENIruting our manutacturing in fewer

but more modern tacilicdes wvithin the

more developed economics of the {30



uand Europe, and increwsing our presence
OVETSEUs O support our sales ()[)L‘l';l[i()l‘lS
in emerging markers where there are
further opportunitics for profitabic

growth.

In response o the very difficult trading

conditions we reduced pur headeount by
245 and closed our manufacturing unit in
Germany. In the coming vear we shall aim

to reduce costs further by increasing the

sourcing of products from our Indian

foint venrure: by produecing at our wholls
owned Chinese sub~idiary in Guangzhou
in Southern China: and by continuing
svith our plan o sedoee our
manuliaciuring sites in furope
concenrating production in our new
tacility in Northern freband.
Muanufacruring began in the new
Northern Ireland faciliny in May and we
aim ro complete the move from our old
inefficient muld-floor buildings during

this Summer. [n China we are raining




employees at our new factory with the
target of full production in the second

half.

OTHER BUSINESSES

Knitwear's sales and profits were
adversely affected by the closure of the
Alan Paine factory in South Wales, and
excess costs experienced whilst the
business was transferred to our Straven
plant in Derbyshire. Overall we reduced
the headcount by 198 in response to the
reduction in business. These costs
together with lower demand from UK
retailers and the lack of competitiveness
in Europe resulting from the strength of
sterling resulted in turnover down 18%
and operating margins reducing from

6.3% to 5.53% of sales.

Our smallest division, Industrial Products,
continued to struggle against low demand
and particularly intense competition in
the water and gas industries resulting in

our Roban business trading at a loss.

QuTLOOK

Trading conditons in the U.K. and
Europe are still slow. burt order levels are
showing some improvement in

the U.S.A. and we are benetiting from the

HICKING PENTECOST PLC o

introduction of new products in the Far
East. Overall we expect market conditions
this veur to remain challenging. bur the
cost saving measures already taken, and
the complenan of our new manufacturing
units in Northern freland and China
should vield benefies. particularly when
the moses are completed in the second

huidt

Tudor . Davies

Chutraian




| DIRECTORS' REPORT

The directors submit their annual report and audited acceunts for the year ended 31 March 7999,

PRINCIPAL ACTIVITIES
The principal activities of the Group are carried out by its Barbour Threads, Knitwear and Industrial
Products divisions. Further details are given in the Chairman’s Statement.

The operating companies principally affecting the profit or assets of the Group in the year are listed in

note 12 to the accounts.

BUSINESS REVIEW
The development of the Group’s business during the financial year and its position at 31 March 1999
are dealt with in the Chairman’s Statement,

RESULTS AND DIVIDENDS

The Group profit after tax for the year was £3,724,000. The Board has declared a second interim
dividend per share of 5.6p to bring the totai for the year to 8.3p. {(1998: 8.3p) The second interim
dividend will be paid on 30 July 1999. The total dividend for the year will cost £2,634,000.

DIRECTORS
The directors who served during the year and their beneficial interests in shares of the Company were:

Ordinary shares of S0p each
31 March 1999 31 March 1998

(or earfier date {or later date
of resignation) of appointment}
T G Davies (Chairman) 733,099 633,099
H M Grossart {resigned 30 July 1998} 5,000 5,000 -
C M Jones 41,400 36,400
N J Kershaw (appointed 1 September 1998) - -
S C M Littie (resigned 29 July 1998) 6,470 6,470
} A McVicker (appointed 30 July 1998) 37,000 7.000
H D Whitlow (appointed 30 July 1998} 15,000 2,660

Mr H M Grossart was a director and significant shareholder of Petronius Ltd which held a further 50,000
shares at 30 July 1998 and 31 March 1998.

Details of directors’ share options are set out in the Remuneration Committee Report on pages 36 and
37. There were no changes in directors’ shareholdings or share options between 31 March 1999 and 4
June 1999. No director had an interest during the year in any significant contract of the Company or its
subsidiaries. During the year the Company maintained directors’ and officers’ liability insurance.

RE-ELECTION
Mr N ) Kershaw, Mr H D Whitlow and Mr 1 A McVicker having been appointed since the last Annual

General meeting retire and, being etigible, offer themseives for re-election. in accordance with the
Articles of Association Mr C M lones retires by rotation and, being etigible, offers himself for re-election.
Details of executive directors’ service contracts are given in the Remuneration Committee Report on

pages 36 and 37,

HICKING PENTLCOST PLC o ANNLAL REPOQRT 1999



DiRECTORS' REPORT (continued)

MAJOR SHAREHOLDINGS

The Company was aware of the following holdings of 3 per cent or more in the issued capital of the
Company at 15 july 1959,

Yo
Prudential Portfolio Managers Limited 16.7
Mercury Asset Management Limited . 11.4

Perpetual Investment Managernent Limited
Framiington Group plc

AMP Asset Management Limited .

Martin Currie Investrment Management lelted
Invesco Asset Management Limited S 3 d
industrial Development Board for Northern Ireland s 3.2 ceh
Scottish Mutual Investment Management i 3.0 ‘

ANNUAL GENERAL MEETING RESOLUTIONS

In addition to the Ordinary Business of the Annuai General Meeting, shareholders will be asked to
consider the following Special Business concerning the reappointment of the Company’s auditors and
the directors’ authority to allot unissued shares and to repurchase the Company’s own shares,

The Company's Articles of Association provide for the shareholders giving the directors annually
renewable authority to allot unissued shares, and in certain circumstances and subject to certain limits
to disapply statutory pre-emption rights.

The current authority, which expires at this year’s Annual General Meeting, gives the directors power
to allot unissued shares amounting to approximately 26 per cent, and to disapply pre-emption rights
in relation to approximately 5 per cent, of the issued share capital as at the date of the 1998 Annual
General Meeting.

The directors seek renewal of such authority until the 2000 Annual General Meeting and the Ordinary
and Special Resotutions numbered 7 and 8 in the Notice of Annual General Meeting deal with such
renewai. The amounts stated in the resolutions equal approximately 26 per cent and 5 per cent of the
current issued share capital. The directors do not have any present intentions of using such authority
except in respect of exercises of share options.

The Company seeks authority to purchase and cancel up te 3,173,879 ordinary shares of the
Company, representing 10 per cent of the Company’s existing issued ordinary shares, through market
purchases on the London Stock Exchange. The maximum price to be paid on the exercise of the
authority is 5 per cent above the average of the middle market quotations for the Company's ordinary
shares for the five business days immediately preceding the day of a purchase. The minimum price is
50p per share.

The directors consider that it is desirable and in the best interests of the Company that this authority
be grarted at the forthcoming Annual General Meeting in the terms of resolution number 9 in the
notice of meeting. The directors will only utilise this authority if satisfied that it is in the best long-term
interests of sharehotders.

THICKING PENTECOST PLC o ANNUAL REPORT 1999



DIRECTORS' REPORT (continued)

THE MILLENNIUM - YEAR 2000 COMPLIANCE

The Group is well advanced in assessing the business risks resufting from the Year 2000 issue and in
implementing the necessary changes. Priority has been given to those systemns which could cause a
significant financial or legal impact on the Group's business if they were to fail.

The Year 2000 issue may create a risk from third parties with whom the Group deals on financialt and
business transactions world-wide. Consequently, the Group cannot be certain of avoiding business
disruption in areas where it does not have a direct relationship.

No material additional costs are expected to be incurred in completing the Group's Year 2000 action plan.

EURO

The Group trades in most continental European couniries and has undertaken the changes necessary
to trade competitively in EMU member countries following the Euro’s launch in January 1988, The
Group will continue to monitor developments arising from EMU to maintain an effective response to
the needs and opportunities of the single market.

PAYMENT TO SUPPLIERS

It is Company and Group policy to pay suppliers in accordance with the contractual terms agreed with
them provided that the supplier is also complying with all the relevant terms and conditions. During
the current and previous year the Company did not have any trade creditors. Average days credit
taken by the Group to pay suppliers is 43 (1998: 50).

EMPLOYEE INVOLVEMENT

Each business unit in the Group is encouraged to make its employees aware of the financial and
economic factors affecting its performance. Business units develop their own consultative policies such
as regular management briefings.

The Group pursues a policy of providing, wherever practicable, the same employment opportunities to
disabied persons as to others. -

CHARITABLE AND POLITICAL DONATIONS

Charitable donations during the year amounted to £5,400 (1998: £5,600) and there were no political
contributions.

TAXATION STATUS

The Company is not a close company within the meaning of the Income and Corporation Taxes Act
1988 and the position has not changed between 31 March 1989 and the date of this report.

AUDITORS

Our auditors, Price Waterhouse, merged with Coopers & Lybrand on 1 July 1998, following which
Price Waterhouse resigned and the directors appointed the new firm, PricewaterhouseCoopers, as
auditors to fill the casual vacancy. A resolution to re-appoint PricewaterhouseCoopers as auditors to
the Company will be proposed at the Annual General Meeting.

By Order of the Board

C M Jones 4 June 1999
Secretary

HICKING PENTECOST PLC 0 ANNUAL REPORT 1999



GrouPr PrROFIT AND LOSsS ACCOuUNT
For THE YEAR ENDED 31 MarRcH 1899

1999 1998
Restated
Notes £'000 £'000
Turnover: Group and share of joint ventures 127,910 138,957
Less: share of joint ventures’ turnover {2,896) (2,982)
Group turnover 2 125,014 135,975
Operating profit
Operating profit before excaptional costs
- Group companies 7,497 12,162
- Joint ventures ) a17 354
7.914 12,516
Exceptional reorganisation costs 3 1,147 606
Operating profit 2, 4 6,767 11,910
Net interest payabie
- Group companies 5 1,919 2,217
- loint ventures 135 162
2,054 2,379
Profit before taxation 6 4,713 9,531
Taxation a8 989 2,127
Minority interest - (65)
Profit attributable to shareholders 3,724 7,469
Dividends g 2,634 2,634
Retained profit 19 1,090 4,835
Earnings per share 10
Basic M.7p 23.5p
Before exceptional costs 14.2p 25.1p
Diluted earnings per share 10
Basic 11.3p 23.2p
Before exceptional costs 13.6p 24.8p
Net dividends per share 8.3p 8.3p

The above results arose from continuing activities.

There is no materiat difference between the resuits above and those stated on a historical cost basis.



BALANCE SHEETS AS AT 31T MarcH 19985

Group Caompany
1999 1998 1999 1998
Restated
Notes £'000 £:000 £000 £000
Fixed assets

Tangible assets 71 35,227 32,995 1,155 1,248
Investments in subsidiaries 12 - - 95,829 88,893

lnvestments in joint ventures
Share of gross assets 2,603 2,773 - -
Share of gross liabilities {1,074) (1,669) - -

1,529 1,104 - -

36,756 34,089 96,984 90,141

Current assets

Stock 73 31,740 32,406 . ;
Debtors 14 24,857 25,827 80 738
Cash at bank and in hand 8,520 12,755 5,335 6,360
65,117 70,988 5,415 7.098
Creditors: amounts falling due within one year
Borrowings 15 8,179 7,457 6,796 6,173
Other 15 21,010 25,012 3,924 3,247
29,189 32,469 10,720 9,420
Net current assets/(liabilities) 35,928 38,519 (5,305) {2.322)
Total assets less current liabilities 72,684 72,618 91,679 87.819
Creditors: amounts falling due after more than one year
Borrowings 16 25,169 27.221 25,035 26,910
Other 16 3,625 3,278 13,029 16,257

28,794 30.499 38,064 43,167
Provisions for liabilities and charges

Deferred taxation 17 1,608 1,091 76 73
42,282 41,028 53,539 44,579
Equity
Called up share capital 18 15,869 15,869 15,869 15,869
Share premium accourit 19 8,397 8,397 8,397 8,397
Capital reserve 19 8,424 8.424 19,029 19,029
Capital redemption reserve 19 5 5 5 5
Revaluation reserve 19 453 471 - -
Profit and loss account 19 9,134 7.862 10,239 1,279
Equity shareholders’ funds 42,282 41.028 53,539 44,579

Approved by the board of directors on 4 June 19988
On behalf of the board

C M Jones
Director
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GrouPr CASH FLOW STATEMENT
FOrR THE YEAR ENDED 31T MARrRcCH 1999

1399 1598

Restated

£'000 £'000

Net cash inflow from operating activities 8,150 15,466

Returns on investing and servicing of finance

Interest paid (1,893) (2.879)
Interest received 690 598

(1,203)  (2,281)

Taxation paid (1,739) (990)
Capital expenditure and financial investment

Capital expenditure (4,857) (3,805)
Sale of fixed assets 242 73
Grants received 485 31
Purchase of minority interest - (50)
Investrnent in joint venture - (348)
Net movement on loans to joint ventures : (299) {141}

(4,429)  (4.240)

Acquisitions

Purchase of businesses - 204
Equity dividends paid (2,634) (2,443)
Cash (outflow)/inflow before financing (1,855) 5,716

Finaneing

Shares issued - 41

Own shares purchased and cancelled - (25)
Decrease in debt {2,570) (1,638)
Net cash outflow from financing {(2,570) (1.622)
{Decrease)/increase in net cash {4,425) 4,094

HICKRING PN TEOs 0 2L Q ANSNUAML REPORT T 394



NoTes 70 Groupr CaAasH FLOW STATEMENT
FOR THE YEAR ENDED 31 MarcH 1999

RECONCILIATION OF OPERATING PROFIT TO NET CASH INFLOW FROM OPERATING ACTIVITIES -

1999 1998

Restated

E£'000 £°000

Operating profit before exceptional costs 7,914 12,516

Exceptional costs (1,147) (606)
Depreciation less profit on disposal of fixed assets 3,264 3,295

Capital grant release (182) (182)

Share of operating profits of joint ventures 417) (354)

Stock decrease/{increase) 1,352 (666)
Debtors decrease 715 571
Creditors (decrease)/increase . (3,349) 892
Net cash inflow from operating activities 8,150 15,466

The cash outflow in respect of exceptional costs was £956,000 (1998; £1,296,000).
ANALYSIS OF CHANGES IN NET DEBT DURING THE YEAR

At 31 At 31

March _ Exchange March

1998 Cash flow Movement 1999

£'000 £°000 £°000 £°000

Cash at bank and in hand 12,755 (4,.393) 158 8,520
Bank overdraft (584) (32) (32) (648)
12,171 (4,425) 126 7,872
Debt due within one year (6,859) (473) (196) (7,528)
Debt due after one year (27.217) 3,028 (979) (25,168)
Finance teases and hire purchase (18} 15 (1) {4)
(21,923} {1,855} (1.050) (24,828)

RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT

1999 1998

£'000 £'G00
(Decrease)/increase in cash in the period (4,425) 4,004
Cash flow from decrease in debt 2,570 1.638
Change in net debt resulting from cash flows {1,855) 5,732
Foreign exchange adjustments (1,050) 725
Movement in net debt during the period {2,905) 6,457
Net debt at beginning of period (21,923) (28.380)
MNet debt at end of period (24,828) (21,923)




STATEMENT OF TOTAL RecoagnNiseD GAINS AND LOSSES
For THE YEAR ENDED 31 MarcH 1999

Group Company
1999 1998 1999 1988
Restated
£000 £:000 £'000 £:000
Profit attributable to shareholders as

previously reported 3,724 6,830 11,594 2,200
Prior year adjustment ( note 1) - 639 - -
Profit attributable to sharehoiders as restated 3,724 7,469 11,594 2,200
Foreign exchange adjustments offset in reserves 308 {1,044) - -

Tax on foreign exchange adjustments offset
in reserves (144) 94 - -
Total recognised gains for the financial year 3,888 6,519 11,594 2,200

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS'
Funbps FOR THE YEAR ENDED 31 MarRcH 1999

Group Company
1999 1998 1999 1998
Restated
£000 £°000 £'000 £000
Opening equity shareholders’ funds as 40,848 40,881 44,579 44,997
previously reported
Prior year adjustment ( note 1} 180 (459) - -

Opening equity shareholders’ funds as restated 41,028 40,422 44,579 44,997

Totai recognised gains and losses (as above) 3,888 6,519 11,594 2,200
Dividends (2,634) (2,634) (2,634) {2.634)
Goodwill - (3.295) - -
Shares issued - 41 - 41
Shares repurchased and cancelled - (25) - (25)
1,254 606 8,960 (418)
Closing equity shareholders’ funds 42,282 41,028 53,539 44,579
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ACCOUNTING POLICIES

Basis of accounting

The accounts are prepared under the historical cost convention, as modified by the revaluation of
certain land ard buildings, and in accordance with applicable accounting standards.

The Group has adopted Financial Reporting Standard 9: “Associates and Joint Ventures™ which requires
disclosure aof the Group's share of the turnover, operating profit, interest, taxation and gross assets and
liabilities of its joint ventures. The 1998 figures have been restated to provide comparatives for all these
headings. There is no net effect on previously reported resuits or shareholders’ funds.

Basis of consolidation

The consolidated accounts comprise the accounts of the Company and all its subsidiaries. The
accounts of all subsidiaries are made up to the same date as those of the Company and are prepared
in accordance with Group accounting policies.

The Group accounts include the appropriate share of the results of the two joint ventures. The resuits
of Barbour Bitrim Threads (Proprietary) Limited are derived from audited accounts to 31 December
1998 {the year end of the other joint venture partner) and unaudited accounts for the three months to
31 March 1999. Results for Barbour Vardhman Threads Limited are derived from audited accounts 1o

31 March 1994,
Acquisitions and goodwill

The results of acquisitions are incorporated in the consolidated accounts from the date of acquisition.
On acquisition, the purchase consideration is aliocated over the assessed fair values of net assets
acquired and goodwill. Adjustments are also made to bring the accounting policies of businesses
acquired into alignment with those of the Group.

Goodwill arising on acquisitions in previous accounting periods remains eliminated against reserves, in
accordance with the transitional provisions of Financial Reporting Standard 10: "Goodwill and Intangible
Assets” and will be charged in the profit and loss account on any subsequent disposal of the businesses
involved.

Turnover

Turnover represents net amounts receivable for goods sold and services rendered to external customers.

Tangible assets and depreciation

Tangible assets are stated at cost or open market existing use valuation. Depreciation is calculated on a
straight line basis so as to write off assets over their estimated useful life, Rates of depreciation vary
between 2% and 7% on buildings, and between 6% and 33% on plant and equipment.

Interest

interest payable is charged as incuired except where the borrowing finances tangible fixed assets in
the course of construction. Such interest is capitalised, once planning permission has been obtained
and a firm decision to proceed has been taken, until the asset is complete and income producing, and
is then written off by way of depreciation of the relevant asset.

Grants

Capitat grants are treated as deferred income and released to the profit and loss account over the life
of the asset to which they relate. Revenue grants are credited to operating profit in the same period in
which the expenditure to which they relate is charged.

HICKING PENTECOST PLC @ ANNUAL REPORT 1999



ACCOUNTING POLICIES (continued)

Leasing

Assets held under finance teases are capitalised as tangible assets. Interest is charged to the profit and
loss account over the primary period of the lease. Operating lease rentals are charged to the profit
and loss account.

Stock

Stock and work in progress are stated at the lower of cost and net realisable value. Cost includes a
proportion of attributable production overheads.

Foreign currencies

Foreign currency assets and liabilities are expressed in sterling at exchange rates ruling at the year end
or at forward contract rates where applicable. Gains or losses arising on the transiation of the accounts
of foreign subsidiaries and on related foreign currency borrowings {net of related tax) are taken to
reserves. Other exchange gains and losses are dealt with in the profit and toss account. Profits and
losses of overseas subsidiary and joint venture undertakings are translated into sterling at exchange
rates ruling at the year end,

Pensions

The Group operates defined benefit pension schemes for certain of its employees. The schemes are
funded by contributions partly from employees and partly from the Group at rates in accordance with
the advice of independent actuaries following regular valuations. These costs are charged to the profit
and loss account over the anticipated working lives of the pension scheme members currently in
service,

The Group also contributes 1o both Group sponsored and personal defined contribution pension
schemes. Contributions are charged to the profit and foss account as incurred.

Deferred taxation
Full provision for deferred tax is made for timing differences arising on the accounting for certain

pension costs. Deferred tax is provided on other timing differences only to the extent to which it is
considered likely to fall due for payment in the foreseeable future,

<
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T PRIOR YEAR ADJUSTMENT

In implementing Financial Reporting Standard 12: "Provisions, Contingent Liabilities and
Contingent Assets” ("FRS 12"), comparative figures for the year ended 31 March 1998 have
been adjusted as foHows:

Profit Sharehoiders’
atiributable funds
to shareholders

£7000 £000
As _previously reported 6,830 40,848
Effect of the change in basis of recognition of 639 639
exceptional reorganisation costs
Effect of recognition of onerous lease obligations - (459)
As restated 7,469 41,028

Within exceptional reorganisation costs charged in 1998 of £1,245,000 were amounts totalling
£639,000 that did not meet the recognition criteria in FRS 12. Consequently this amount has been
released as a prior year adjustment and been re-recognised in 1899,

The impact of the recogmnition of onerous tease obligations as at 371 March 1997 was to reduce net
assets by £459,000.

2 TURNOVER, OPERATING PROFIT AND CAPITAL EMPLOYED

Turnover Operating Capital
profit employed
1999 1998 1999 1998 1999 1998
Restated Restated Restated
By division: E"000 £°000 £'000 £°'000 £000 £'000
Barbour Threads 90,817 96,680 6,923 10,312 59,109 54,491
Knitwear 19,653 24,113 1,090 1,519 6,204 7.567
Industrial Products 17,440 18,164 {99) 685 6,065 5,575
127,910 138,957 7,914 12,516 71,378 67,633
Exceptional rearganisation costs 1,147 606
Operating profit 6,767 11,910
Net debt {24,828) (21.923)
Pividends and taxation (4,621) (5,223)
Unallocated net assets 353 541
Shareholders’ funds 42,282 41,028
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Notes TO THE ACCOUNTS oonrnued.

2 TURNOVER, OPERATING PROFIT AND CAPITAL EMPLOYED (continued)

The Group's operations are located in Europe, North America, and Asia-Pacific. Geographic segmental
analysis in respect of operating profit and capital employed has not been disclosed as in the opinion
of the directors such disclosure would be prejudicial to the Group’s interests.

Turnmovet by destination 1999 1298 Turnover by origin 1999 1998
Restated Restated

E£'000 £'000 £'000 £000

United Kingdom 31,868 36,125  United Kingdom 62,182 70,380
Rest of Europe 17,225 19,265  Rest of Europe 8,103 8,265
Rest of World 78,817 83,567 Rest of World 57,625 60,312
127,910 138,957 | 127,910 138,957

3 EXCEPTIONAL REORGANISATION COSTS

Exceptional reorganisation costs incurred in the year principally comprise employee severance
payments and asset write-downs incurred in connection with the rationalisation of production
capacity in the Barbour Threads and Knitwear divisions. The total charge, which has been restated
as explained in note 1, is analysed by division as follows:

1999 1998
Restated
£000 £°000
Barbour Threads 597 606
Knitwear 550 -
1,147 606

4 ANALYSIS OF OPERATING PROFIT
1999 1998
Restated
£'000 £'Q00
Group turnover 125,014 135,975
Cost of sales 97,838 101.994
Distribution costs 10,032 10,499
Administrative expenses 10,794 11,926
Share of joint ventures’ operating profit 417 354
Operating profit 6,767 11,910

Exceptional reorganisation costs of £842,000 (1998: £437,000) are included within cost of sales
and £305,000 (1998: £175,000) within administrative expenses.

B
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5 NET INTEREST PAYABLE 1999 1998
£'000 £'000
Bank toans and overdrafis 2,685 2,924
Interest receivable {602) {(707)
2,083 2,217
Interest capitalised (nhote 17) (164) .
1,919 2,217

Interest payable by joint ventures was incurred on bank and other borrowings.

6 PROFIT BEFORE TAXATION 1999 1998 |
Profit before taxation is stated after charging/(crediting): E'000 £°000
Depreciation - owned assets . 3,359 3,192
- finance leases and hire purchase 14 119

Profit on disposal of fixed assets (109) (16)
Operating leases - plant and machinery 408 420
- other 936 795
Audit fees 140 120
Capital grant release (182) (182)

The audit fee in respect of the Company only was £15,000 (1998: £15,000). Non-audit fees paid to
PricewaterhouseCoopers during the year amounted to £29,000 (1998: £11,000}). Directors’
remuneration disclosures are contained within the Remuneration Committee Report on pages 36 and 37.

7 EMPLOYEES 1999 1998
Average number of persons employed: Number Number
Barbour Threads 1,723 1.927
Knitwear 597 132
Industrial Products 218 222

2,538 2,881

1999 1998
Staff costs during the year: £'000 £'000
Wages and salaries 36,521 37.310
Social security costs 3,660 3,787
Other pension costs 1,097 1.217

41,278 42,314
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8 TAXATION 1999 1998
£000 E'000
UK: )
Corporation tax 31 % {1998: 31%) 41 968
Deferred tax 33 (31)
Advance corporation tax written off 640 -
714 837
(Over)/under provision in prior years:
Current taxation (596) (177)
Deferred tax 119 82
(477) (95)
Overseas: 7
Tax payable (including withholding taxes) 374 946
Deferred tax 345 289
loint ventures 33 50
752 1,285
989 2,127
9 DIVIDENDS 1999 1998 1999 1998
Per share  Per share £'000 £000
Interim paid 2.7p 2.7p as57 857
Second interim declared 5.6p - 1,777 -
Final paid - 5.6p . 1,777
8.3p 8.3p 2,634 2,634
10 EARNINGS PER SHARE 1999 1998
Restated
£'000 £:000
Earnings for basic and diluted earnings per share 3,724 7,469
Exceptional costs 1,147 606
Taxation effects (356) (98)
Earnings for pre-exceptional earnings per share 4,515 71,977
Millions Miilions
Weighted average number of shares - basic 31.74 31.73
Adjustment to reflect shares under option in the year 1.36 0.48
33.10 322

Weighted average number of shares - diluted basis

The disclosure of pre-exceptional earnings per share is provided to assist in the assessment of the

Group’s underlying performance.
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NOoTeES TO THE ACCOUNTS (continued)

11 TANGIBLE FIXED ASSETS

GROUP Land and buildings
Long Plant and
Freehold leasehold equipment Total
£'000 £'000 £°000 £°000
Cost or valuation
At 31 March 1998 16,681 51 36,811 53,543
Foreign exchange adjustments 390 1 658 1,049
Additions 2,150 g9 2,608 4,857
Disposals (155) (22) (757) {934)
At 31 March 1999 19,066 129 39,320 58,515
1989 valuation 1,486 T - 1,486
Cost 17,580 129 39,320 57,029
Depreciation
At 31 March 1998 1,087 35 19,446 20,548
Foreign exchange adjustments 11 1 156 168
Charge for the year 339 1" 3,023 3.373
Released on disposals ) (93) (8) (700} (801}
At 31 March 1999 1,324 39 21,925 23,288
Net book amount
At 31 March 1999 17,742 80 17,395 35,227
At 31 March 1998 15,614 16 17,365 32,995

On a historical cost basis, freehold land and buildings wouid be included at a net book amount of
£16,883,000 (1998: £15,143,000). Depreciation is not provided on freehold land with a valuation of
£4,736,000 (1998: £4,843,000).

Assets held on hire purchase agreements and finance leases are included in plant and equipment at a
cost of £126,000 (1998: £1,314,000) with accumulated depreciation of £86,000 (1998: £992,000).

Included within freehold additions is interest capitalised amounting to £164,000 in respect of the
financing of two new production facilities.

Certain of the Group’s properties were revalued by Messrs John E Mitchell & Sons and Messrs Connell
Hallam Brackett in 1989 on the basis of open market value for existing use.
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11 TANGIBLE FIXED ASSETS (continued)

COMPANY Freehold Plant and
land and huildings equipment Total

£'000 E'000 £°000
Cost
At 31 March 1998 1.566 126 1,692
Additions - 21 21
Disposals (155} - (155)
At 31 March 1999 1,411 147 1,558
Depreciation
At 31 March 1998 348 96 444
Charge for the year 28 24 52
Released on disposals (93) - (93)
At 31T March 1999 283 120 403
Net book amount
At 31 March 1999 1,128 27 1,155
At 31 March 1998 1,218 30 1,248

Depreciation is not provided on freehold land with a cost of £728,000 (1998: £878.000).
The Company holds no assets under hire purchase or finance lease agreements.

12 INVESTMENTS

GROUP - JOINT VENTURES Shares Loans Total

£°000 E'000 £'000
At 31 March 1998 726 378 1,104
Fareign exchange adjustments (62} (61) (123)
Net movement on loans - 299 299
Share of profit before taxation 282 - 282
Share of taxation charge (33) - {(33)
At 31 March 1999 913 616 1,529

During the current year no dividends were received from the joint ventures (1998: Enil). At 31 March
1999 the combined capital and reserves of the joint ventures was £1,176,000.

COMPANY - SUBSIDIARY UNDERTAKINGS Shares Loans Total

£'000 £'000 £'000
At 31 March 1998 17,026 71,867 88,893
Foreign exchange adjustments - 1.622 1.622
Net transfers with other group undertakings {1 10,944 10,943
Repayments - (2,930} {2,930)
Movement on provisions (2,166) (5833 (2,699}
At 21 March 1999 14,859 80,970 95,829

The cumulative amount provided against the cost of shares in subsidiaries is £8,544,000 (1998: £6,378,000)
and against loans 1o subsidiaries is £3,255,000 (1998: £2,722,000).

12



12 INVESTMENTS (continued)

The main subsidiary undertakings are listed below.

Country of Effective %%
operation of issued
share capital
held
Barbour Threads
Barbour Threads Limtited * Northern lreland 100%
Barbour Campbell Industria Filati S.p.A. * Italy 100%
Barbour Threads Limited * Ireland 100%
Barbour Threads B.V. * Holland 100%
Barbour Threads Proprietary Limited * Australia 100%
Barbour Threads Limited * Hong Kong 100%
Barbour Threads, Inc. * U.S.A. 100%
B Hoogen Vertriebs GmbH * Germany 100%
Knitwear
Hicking Pentecost Textiles Limited England 100%
Hicking Pentecost (Dyers) Limited England 100%
Hicking Pentecost & Co. (N.L} Limited Northern Ireland T00%
The British Textile Manufacturing Company Limited  Northern lreland 100%
Straven Limited * Engtand 100%
Alan Paine Kriitwear Limited Wales 100%
Industrial Produets
Nicholson Plastics Lirnited Scotland 100%
Dewey Waters Limited Engiand 100%
Forgemasters PLC Wales 100%
Barbour Campbell Textiles Limited Wales 100%
Roban Ductile Welding Limited England 100%
Joint Ventures
Barbour Bitrimn Threads (Proprietary) Limited * South Africa 50%
Barbour Vardhman Threads Limited * India 50%

* shareholding held by a subsidiary undertaking.

The country of incorporation is the same as the country of operation except for Barbour Threads
Limited {(Northern ireland) and Barbour Campbell Textiles Limited, both incorporated in Scotland, and
The British Textile Manufacturing Company Limited which is incorporated in Engiand. Both joint
venture companies are part of the Barbour Threads division.

The effective percentage of share capital held by the Group relates to all classes of shares and is
equivalent to the voting rights.

To avoid a list of excessive length, particulars of certain subsidiaries, none of which is material in
relation to the Group profit and loss account and balance sheet, are omitted but will be included in
the 1999 Annual Return.
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13 STOCK Group
1999 1998
£'000 E'000
Raw materials 4,745 4,868
Work in progress 8,644 9,294
Finished goods 18,351 18,244

31,740 32,406

14 DEBTORS

Group Company

1999 1998 1999 1998
£°000 £'000 £'000 £'000

Trade debtors 21,748 22,181 -
Advance corporation tax - 795 - 540
Due from joint ventures 19 137 - -
Due from group undertakings - - 62 189
Other debtors 719 a1 18 9
Prepayments and accrued income 2,371 1,803 - -
24,857 25,827 80 738

The pension fund prepayment of £1,576,000 (1998: £1,229,000} and advance corporation tax of £nil
(1998: £444,000) fall due after more than one year.

18 CREDITORS: amounts falling due within one year

Group Company

1999 1998 1999 1998
Restated

£°000 . £'000 £'000 £000
Bank overdraft 648 584 - .
Bank and other loans (notes 16 and 20) 7,370 6,665 6,796 6,159
Loan notes 158 194 - 14
finance leases and hire purchase 3 14 - -
Borrowings 2,179 7.457 6,796 6,173
Trade creditors 8,965 11,216 - -
Corporation tax 1,235 3,149 1,009 765
Proposed dividend 1,777 1,777 1,777 1,777
Other taxation and social security 1,172 1,433 21 20
Other creditors 1,820 1,594 52 87
Accruals and deferred income 6,041 5,843 1,065 598
Other 21,010 25,012 3,924 3,247
29,189 32,469 10,720 9,420
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16 CREDITORS: amounts falling due after more than one year

Group Company
1999 1998 1999 1998
Restated

£'000 £'000 £000 £'000

Bank and other loans { note 20 ) 25,168 27,059 25,035 26,910
Loan notes - 158 - -
Finance leases and hire purchase 1 4 - .
Borrowings 25,169 27.221 25,035 26,910
Due to group undertakings - - 13,029 16,257
Accruals and deferred income 3,625 3,278 - -
Other 3,625 3,278 13,029 16,257

28,794 30,499 38,064 43,167

Borrowings, sorme of which are repayable by instalments, others by a single repayment at the end
of their term, comprise:

Due between 1 and 2 years 5,945 3,010 5,870 2,777
Due between 2 and 5 years 15,345 19,107 15,286 19,050
Due beyond 5 years 3,879 5,104 3,879 5,083

25,169 27,221 25,035 26,910

There is no amount due beyond 5 years which is repayable otherwise than by instalments.

BORROWING POWERS
The borrowing powers of the directors are limited to twice the Group's Adjusted Capital and Reserves, as
defined in the Articles of Association. At 31 March 1999 the limit was £85 million (1998: £82 million).

17 DEFERRED TAXATION
Group Company

The movement on the deferred taxation provision is as follows: £'000 £'000
At 31 March 1998 1,091 73
Foreign exchange adjustments 20 -
Charge for the year 497 3
At 31 March 1999 1,608 76

The deferred taxation provision comprises:

GROUP Amounts Total
provided potential liability
1999 1998 1999 1998
£'000 £°000 £'000 £'000
Accelerated capital allowances 1,333 871 1,375 913
Timing difference on pension fund prepayment 488 381 488 381
Short term timing differences (213) (161) {213) (161)
1,608 1.091 1,650 1,133

Properties are not held for the purpose of resale. The potential deferred tax effect of disposal at their revalued
amounts has not been recognised. Deferred tax is not provided in respect of liabilities which might arise on
the distribution of unappropriated profits of overseas subsidiary undertakings and jcint ventures.
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17 DEFERRED TAXATION (continued)

COMPANY Amount provided and
total potential liability
1999 1998
£'000 £°000
Accelerated capital allowances 78 74
Short term timing differences ) &}
76 73
18 CALLED UP SHARE CAPITAL Authorised Allotted and
' fully paid
1999 1998 1999 1998
£'000 £°000 £'000 £°000
Ordinary shares of 50p each 20,000 20,000 15,869 15,869

All shares in issue are ordinary shares and rank equally for dividends and for distribution on a winding up.

The Company currently has authority to purchase up to 10% of its own shares, such authority expires
at the next Annual General Meeting.

Hicking Pentecost PLC Share Option Scheme
On 25 August 1998 unapproved options over 658,806 shares at 268p were surrendered.

At 31 March 1999 options outstanding under the Hicking Pentecast PLC Share Option Scheme were as follows:

Year of grant Status Exercisable between Option No. of
price shares

1992 Approved 14 July 1995 - 14 July 2002 138.52p" 10,251
1993 Approved 19 July 1996 - 19 July 2003  181.44p™ 34,856
1994 Approved 1 August 1997 — 1 August 2004  229.33p" 27,232
1998 Unapproved 8 January 2001 - 8 January 2008 268.00p 103,000
175,339

* The option prices have been recalculated in accordance with the rules of the Hicking Pentecost PLC Share
Option Scheme and in agreement with the inland Revenue folfowing the placings and open offers of
shares during 1994 and 1997,

Hicking Pentecost PLC 1998 Share Option Scheme
On 26 August 1998 unapproved options over 1,407,000 shares were issued under the Hicking

Pentecost PLC 1998 Share Option Scheme. At 31 March 1999 unapproved options issued and
outstanding under the Hicking Pentecost PLC 1998 Share Option Scheme were as follows:

Year of grant Exercisable between Option No. of
price shares
1998 26 August 2007 - 26 August 2008 103p 1,407,000
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NOTeES TO THE ACCOUNTS rcontinued!

19 RESERVES

GROUP Capital Profit and

Revaluation Share redemption Capital loss

resetrve premium reserve reserve account

Restated

£'000 £°000 £000 E'0C00 £'000

At 31 March 1998 as previously reported 471 8,397 5 8,424 7.682

Prior year adjustment ( note 1) - - - - 180

At 31 March 1998 as restated 471 8,397 5 8,424 7.862

Profit for the year - - - - 1.090

Amortisation of revaluation reserve (18) - ) - - 18

Foreign exchange adjustments - - - - 308

Tax on foreign exchange adjustments - - - - (144)

At 31 March 1999 453 8,397 5 8,424 9,134

COMPANY Share Capital Profit and

premium redemption Capital loss

reserve reserve account

£'000 £'000 £'000 £°000

At 31 March 1998 8,397 5 19,029 1,279

Profit for the year - - - 8,960
At 21 March 1999 8,397 5 19,029 10,239 -

Under the provisions of Section 230 of the Companies Act 1985 no profit and loss account has been
presented for the holding company. The profit attributable to shareholders deait with in the accounts
of the holding company is £11,594,000 (1998: £2,200,000).

The cumulative amount of goodwill written off to the capital reserve and the profit and 10ss account in
respect of acquisitions at 31 March 1999 was £22,485,000 (1998: £22,485,000).
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20 FINANCIAL INSTRUMENTS

The Group's Barbour Threads division includes a number of overseas manufacturing and distribution
aperations, the largest of which are based in the United States, ltaly and the Far East. Both this
division and our Knitwear division export products to worldwide from the United Kingdom. The
Industrial Products division has limited export sales.

The Group's operations are funded by a combination of shareholders’ funds and bank borrowings. Larger
acquisitions have been funded by a combination of additionai equity arrd mediurn term bank debt.

The Group's financial instruments, other than derivatives, comprise borrowings and cash at bank and
in hand. The main purpose of these financial instruments is Lo raise finance for the Group’s operations.

The Group also enters into derivatives transactions (principally interest rate swaps and forward foreign -
currency cantracts). The purpose of such transactions is to manage the interest rate and currency risks
arising from the Group's operations and its sources of finance. :

It is, and has been throughout the period under review, the Group's policy that no trading in financial
instrurnents shall be undertaken.

The main risks arising from the Group’s financial instruments are interest rate risk, liquidity risk, foréign
currency risk and market price risk. The Group’s policies for managing each of these risks are )
summarised below. These policies have remained unchanged since 1 April 1998,

Interest rate risk

The Group finances its operations through a mixture of retained profits and bank borrowings. The Group,
borrows in its desired currencies at both fixed and floating rates of interest and uses interest rate swaps to
generate the desired interest profile and to manage the Group’s exposure to interest rate fluctuations. The
Group's policy is to keep in excess of 50 per cent of its borrowings at fixed rates of interest. At the year
end, 55 per cent of the Group's borrowings were at fixed rates after taking into account interest rate swaps.

Liquidity risk

To ensure continuity of funding at least 50 per cent of the Group’s borrowings should mature in more .
than two years. At the year end. 70 per cent of the Group's borrowings were due to mature in more
than two years. In addition the Group’s policy is to maintain significant committed undrawn facilities
which at 31 March 1999 amounted to £12.6 million analysed as follows:

£'000
Unutilised committed facilities - expiring in one year or less 8,475
- expiring in more than two years 4,116

12,591

Since the balance sheet date unutilised committed facilities expiring in less than one year amounting
to £8 million have been agreed for a further 12 months.

Short term flexibility is achieved by averdraft facilities in the United Kingdom and equivalent facilities
overseas,

Foreign currency risk

The Group's largest overseas subsidiary is in the United States and its revenues and expenses are
denominated almost exclusively in US dollars. In order to protect the Group's Sterling balance sheet
from the movements in the US dollar/Sterling exchange rate, the Group finances a significant
proportion of its net investment in this subsidiary by means of US dohar borrowings.

Similar practices apply on a smaller scale to the Group’s Italian and Australian operations.

The Group‘s UK businesses make significant sales to customers in Continental Europe and the Far East.
These sales are mostly invoiced in the currencies of the customers invalved or in US dollars, The
Group's policy is to match a significant proporticn of currency exposures on sales through a
combination of raw material purchases in US dollars and other European currencies and also through
forward currency contracts.

Y et e s s e
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20 FINANCIAL INSTRUMENTS (continued)

Market price risk

The Group's exposure to market price risk comprises interest rate and currency risk exposures. The
Group's policy towards currency risk is to eliminate material exposures that will impact on reported
profit. The Group's policy is to accept a degree of interest rate risk.

Financial assets
The currency profile of the Groups’ financial assets at 31 March 1999, which comprise cash at bank
and in hand and which attract interest at floating rates only, was:

1999

£'000

US dollar 4,957
Sterling 2,415
Euro currencies 766
Other currencies 382
8,520

Financial Habilities _— )
After taking into account the various interest rate swaps and forward foreign currency contracts entered
into by the Group, the interest rate profile of the Group's financial liabilities at 31 March 1999 was:

Currency Total Floating rate Fixed rate

.. financial financial

Habilities liabilities

£000 £000 £000

Us dollar 30,978 13,665 17,313

ltatian Lire 1,079 1,079 -
Sterting 1,015 - 1,015 .
Australian dollar 276 276 - -

Total 33,348 18,328

15,020

Fixed rate financial liabilities

Currency Weighted average Weighted average period
interest rate for which rate is fixed

Yo Years

US doitar 7.01 3.90
Sterling 7.78 0.58
Total 7.06 3.71

The floating rate financial liabilities comprise US dollar denominated bank borrowings that bear interest
at rates based on US$ LIBOR.

LD
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20 FINANCIAL INSTRUMENTS (continued)

Currency exposures

As at 31 March 1999, after taking into account the effects of forward foreign exchange contracts, the
Group's currency exposures arising from trade debtors and creditors which are not denominated in
the functional currency of the relevant business unit are as follows:

Functional currency of business unit

Total Hong Kong $ Sterling

E'000 £'000 £'000
US deilar 1,416 1,817 (401)
Euro currencies 484 - 484
Sterling 155 155 -
Other currencies (87) - (87)

1,968 1,972 (4)

Fair values of financial assets and financial liabilities
Set out below is a comparison by category of book values and fair values of the Group's financial
assets and liabilities as at 31 March 1999,

Primary financial instruments held or issued to finance the Group's operations: Book Fair
value value

. £'000 £'000
Short term financial liabilities and current portion of long term borrowings (8,179) (8.179)

Long term borrowings (25,169) (25,169)
Financial assets 8,520 8,520
Derivative financial instruments held to manage Book Fair
the interest rate and currency profile: value walue

£'000 £000
Interest rate swaps B (337)
Forward foreign currency contracts - (6)

The fair values of the interest rate swaps and forward foreign currency contracts have been determined
by reference to prices available from the markets on which the instruments involved are traded.

Gains and losses on hedges
Changes in the fair value of instruments used as hedges are not recognised in the financial statements urtil
the hedged position matures. An analysis of these unrecognised gains and losses is as follows;

Gains Losses Net
losses
£'000 £'000 £'000
Unrecognised gains/(losses) on hedges at 1 April 1998 - (715) {(715)
Losses arising in previous years recognised in 98/99 - (499) (499)
Losses arising in previous years not recognised in 98/99 - (216) (216}
Gains/({losses) arising in 98/99 not recognised in 98/99 9 (138) (127)
Unrecognised gains/(losses) on hedges at 9 (352) {343)
31 March 1999
Of which:
Gains/(losses) expected to be recognised 99/00 9 (15) (6)
Losses expected to be recognised 00/07 or later - 337 (337)
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21 COMMITMENTS Group Company
1999 1998 1999 1998

Capital commitments £'000 £:000 £'000 £000

Contracted for but not provided 1,367 1,824 34 20

Commitments under operating leases

The Group has the following annual commitrnents payable under non-canceliable operating leases:

Land and Plant and
buildings equipment
1999 1998 1999
Leases expiring: £°000 £°000 £7000 £°000
Within 1 year 191 219 57 153
Between 1 & 5 years 480 401 206 276
In over 5 years T 248 248 - -
919 868 263 429

22 PENSIONS

The Hicking Pentecost Pension Scheme forms the principal defined benefit arrangement in the Group.
The assets of the scheme are held separately from those of the Group in a trustee administered fund.
Contributions are determined by a qualified independent actuary on the basis of triennial valuations
using the projected unit method and are charged to the profit and loss account so as to spread the

cost of pensions over empioyees’ working lives with the Group.

The most recent actuarial valuation of the Hicking Pentecost Pension Scheme was prepared as at 6

April 1997. it showed that the market value of the scheme's assets was £19.9 million and that the -
actuarial value of those assets represented 96% of the benefits that had accrued to members after
allowing for expected future increases in earnings. Accordingly the shortfall is being spread over
employees” working lives with the Group.

The principal actuarial assumptions used were: Per annum

Return on investiments 8%
Earnings increases &%
4%

Pensions increases

SSAP 24 requires the fund to be valued on a reasonable best estimate basis rather than using the overall
more prudent assumptions used by the trustees in funding the scheme. In accounting for pension costs
the only difference in assumptions is that the return on investments will be 8.5% per annum.

1999 1998

Pension costs for the year in respect of the scheme were: £'000 £'000
Regular cost 335 484
Variation charge 181 181
Interest on prepayment (115) (108)
401 557

The cost of other defined benefit arrangements was £224,000 (1998: £139.000}. Additicnally the
Group made payments to defined contribution schermes amounting to £472,000 (1998: £521,000).
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NoTes To THE ACCOUNTS r(continued)

23 RELATED PARTY TRANSACTIONS

During the year the Group had the following rmaterial arrangements with related parties as defined by
Financial Reporting Standard 8: “Related Party Disclosures™:

No director or any key management had any material interest in any contracts with Group companies
at the end of or at any time during the year.

in the course of normai operations, the Group has contracted on an arms length basis with its joint
ventures. The aggregated transactions which are considered to be material and which have not been
disclosed eisewhere in the financial statements are £115,000 (1998: £206,000) in respect of the sale
of goods to, and £427,000 (1998: £414,000} in respect of the purchase of gocds from, the joint
ventures. : :

The Group makes contributions to the Group's own pension scheme and is also responsible for the
collection of employee contributions for this scheme. At 31 March 1999 the aggregated employee
and employer contributions outstanding to the pension scheme totalled £57,000 (1998: £63,000)

representing contributions for the month of March 1999. These amounts were paid to the pension
scheme in April 1999.

24 CONTINGENT LIABILITIES

The Group has a contingent liability of £401,000 at 31 March 1993 (1998: £474,000) in respect of
guarantees givern to support borrowings of a joint venture, Barbour Bitrim Threads (Proprietary)
Limited. ’

The Company has a contingent liability of £906,000 at 31 March 1999 (1998: £911,000) in respect of
guarantees given to support barrowings of certain subsidiary undertakings.

The Group receives revenue and capital grants from government bodies in respect of its Barbour

Threads and Knitwear divisions. The relfevant letters of offer include employment targets which if not
met may result in claims for repayment for part or all of the above grants.
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CoORPORATE GOVERNANCE

In June 1998 the London Stock Exchange issued a new rule requiring listed companies to make
statements on the Combined Code of Corporate Governance. The Combined Code contains 14
principles of good governance applicabie to listed companies and the paragraphs below, together with
the Remuneration Committee Report on pages 36 and 37 disclose how these principles are applied
within the Group.

Corporate Governance Principles

The Board considers that good governance is central to achieving the Group’s governing objective of
maximising shareholder value. That has been uppermost in directors’ minds when applying the
governance principles contained in the code annexed to the London Stock Exchange's listing rules.

The information on page 3 shows that the Group is led and controlled by a Board comprising directors
with wide business experience. The appointment of directors is considered by the Board and, following
the provisions in the articles of association, onty the Chairman has served for more than three years
without having been re-elected by shareholders.

The Board meets regularly and each year the directors review corporate strategy and the operations
and results of the business units in the Group. The roles of the Chairman, the Chief Executive and the
Board and its governance arrangements are reviewed annually.

The Board has audit and remuneration committeas. All directors are members of the audit committee
and Mr Davies and Mr Kershaw are the members of the remuneration committee. As the sole non-
executive director is Mr N 1 Kershaw neither committee has sufficient non-executive directors to
comply with the Combined Code. The Board believes the structure of the committee is appropriate for
the size and scope of the Group's businesses.

The Chairman and the Finance Director have meetings with representatives of major institutionat
shareholders fellowing the announcement of annuai and interim results. All shareholders are
encouraged to participate in the Company’s Annuai General Meeting.

Compliance with the Code -
The directors believe that the Company complies with the provisions of the Code and that it has
complied throughout the year with the provisions where the requirements are of a continuing nature,
except as disclosed above and in relation to Code provision B.1.7 on directors’ service agreements.
This is discussed further in the Remuneration Committee Report on pages 36 and 37.

The code requirements on internal control have been met as indicated in the statement below which
follows guidance given by the London Stock Exchange in Decermber 1998.

Directors’ responsibilities

The directors are required by the Companies Act 1985 to prepare accounts for each financiai year
which give a true and fair view of the state of affairs of the Company and the Group as at the end of
the year and of the profit or loss for the year. Following discussions with the auditors, the directors
consider that in preparing the accounts on pages 11 to 33, the Group has used appropriate
accouniting policies, consistently applied and supported by reasonable and prudent judgements and
estimates, and that all accounting standards which they consider applicable have been followed.

The directors have responsibility for ensuring that the Company and the Group keeps accounting
records which disclose with reasonable accuracy the financial position of the Company and the Group
and which enable them to ensure that the accounts comply with the Companies Act 1985. They have
general responsibility for taking such steps as are reasonably open to them to safeguard the assets of
the Group and to prevent and detect fraud and other irregularities,
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CoORPORATE GOVERNANCE (continued)

INTERNAL FINANCIAL CONTROL

The directors are responsibie for the Group’s system of internal financial control, and the audit
committee has reviewed the operation and effectiveness of the Group's internal control system during
1999. The internal control system can provide reasonable but not absolute assuranice against material
misstatement or loss. The audit committee obtains reports from the external auditors on any
significant areas of concern identified.

The Group’s internal financial controls include:

Financial reporting
All business units report weekly on key areas of their business such as sales and order intake. All units
report promptly after the month end their sales and expected operating profit for that month.

Management accounts for the individual business units and the Group are prepared monthly,
comparing actual performance with budget and prior years. Detailed reviews of financial performance
are prepared quarterly by each business unit.

Forecasts for the year are updated on a regular basis.

Financial control procedures

Financial control procedures are established for each business unit. They are intended to ensure the
consistent application of the Group’s accounting policies and the reliability of the unit's financial
information. Business units complete self-certification reports confirming compliance with their
respective financial control procedures. Prompt corrective action is required to address any significant
shortfalls in financial control.

Treasury

Treasury transactions are conducted solely to hedge foreigh exchange and interest rate exposures,
Such transactions are conducted by authorised individuals with relevant experience and in accordance
with predetermined authority limits.

Audit

The approach to the audit of the Group accounts is devised by the external auditors in consultation
with the audit committee, it is based on an assessment of the financial control risks and statutory
requirements in each business unit and their materiality in terms of the Group as a whole.

Investment
All investments require the approval of two directors and investments in excess of £100,000 require

board approval.

GOING CONCERN

The directors believe it is entirely valid to consider the Group and the Company as a going concern
based on internal forecasts and available borrowing facilities. They have thus adopted the going
concern basis in the preparation of these accounts.
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REMUNERATION COMMITTEE ReEPORT

A The Remuneration Committee

The Remuneration Commitiee consists of the Chairman and the non-executive director Mr N |
Kershaw, and subfect anly to this, the Company is in compliance with Section A of the best practice
provisions annexed te the London Stock Exchange Listing Rules. The terms of reference of the
commitiee are to determine the overall remuneration of executive directors. The Chief Executive's
remuneration is set by the Remuneration Committee, and the Chairman and non-executive director’s
remuneration by the board as a whole.

B Remuneration Policy

The policy of the Remuneration Committee on executive directors’ remuneration is to ensure that they
are fairly rewarded for their individual contribution to the Group’s overall performance, having due regard
to the interests of shareholders and to the scale and financial progress of the Group. The Remuneration
Committee designs remuneration packages which will attract and retain individuals of the requisite level
of skill and experience. Rermuneration packages will include a competitive basic salary, appropriate
benefits in kind, options and a bonus scheme. tn framing its remuneration policy, the Remuneration
Committee has given full consideration to Sectian B of the best practice provisions annexed to the
London Stock Exchange Listing Rules. For the year to 31 March 2000 a bonus scheme for the executive
directors linked to growth in earnings per share and capped at two-thirds of basic salary wilt apply.

C Directors’ Remuneration
Details of directors” remuneration for 1999 and 1998 are set out below:

Director Basic Benefits Performance Total Tota! Pensions Pensions
salary in kind  related pay 1999 1958 1999 1998
. £'000 £'000 £'000 £'000 £'000 £'000 £°000
H M Grossart 9 - - 9 28 - -
T G Davies 123 12 2 137 167 25 31
C M lones 93 7 2 102 122 19 23
N | Kershaw 12 - - 12 - - -
S C M Little 82 7 2 61 108 11 19 -
1 A McVicker 53 10 - 63 - 7 -
H D Whitlow 103 5 33 141 - 56 -
445 41 39 §25 425 118 73

Benefits in kind principally relate to the provision of a company car and private medical cover. Mr H D
Whitlow received a bonus in recagnition of his contribution to the restructuring of the Barbour Threads
US operation. Additionally all UK based executive directors were members of Inland Revenue approved
Profit Related Pay schemes. Pension contributions are based on remuneration excluding benefits in
kind.

Total remuneration is made up of the following elements: 1999 1998

£'000 £'000
Aggregate emoluments 525 425
Company pension contributions to money purchase schemes 57 73
Charge int respect of defined benefit schemes 61 -

The highest paid director received total emoiuments of £141,000 {1998: £167,800).
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REMUNERATION COMMITTEE REPORT (continued)

D Pensions
Retirement benefits are accruing to four directors under separate money purchase pension schemes.

One Uk based director is a member of the Company’s own defined benefit scheme, the status of
which is discussed in note 22. The US based director is a rmnember of a Supplemental Executive
Retiremerit Plan ("SERP”). which is also a defined benefit scherte. The main actuarial assurnptiens in
respect of the SERP are that return on investmertts will be 7% pa and that salary increases will be 3%
pa. As at 37 March 1999 the scheme was fully funded.

No pension contributions were made on behalf of Mr H M Grossart or Mr N J Kershaw.

E Share Options

11,194 approved share options were granted to an executive director on 7 August 1998. No
approved share options were exercised by the executive directors during the vear. All approved share
options held by executive directors were surrendered on 25 August 1998.

The movements on unapproved share options granted to the executive directors during the year were
as foilows:

Number of options

Director As at 1.4.98 Surrendered Granted As at Exercise  Date first Expiry
(or later date of 31.3.99 Price exercisable Date
appointment) . :

T G Davies 202,000 (202,000) - - 268p 8.1.2001 8.1.2008
’ - - 400,000 400,000 103p 26.8.2001 26.8.2008
C M lones 118,000 (118,000} - - 268p 8.1.2001 8.1.2008
: - - 300,000 300,000 103p 26.8.2001 26.8.2008
1 A McVicker 838,806 (88,806) - - 268p 1.8.2001 B8.1.2008
- - 150,000 150,000 103p 26.8.2001 26.8.2008

H D Whitlow 250,000 (250.000) 268p 1.8.2001 1.8.2008 -

400,000 400,000 103p 26.8.2001 26.8.2008

The market price of Hicking Pentecost PLC ordinary shares at 31 March 1999 was 107.5p (31 March
1998: 251.5p) and the range during the year was 75p to 247p.

F Service Contracts

The service cantracts of Messrs Davies and Jones have an unexpired period of twenty four months. In
the event of dismissal within one year after a general offer for the Company’s shares becoming
unconditional in alf respects, the applicable notice pericd is three years. The Remuneration Comimittee
believes that the current form of contract is appropriate in order to retain and recruit directors of an
appropriate calibre.

Mr J A McVicker does not have a service contract with the Company. He has a contract of
empioyment with his emplaying company, Barbour Threads Limited, which provides for a notice
period of 6 months. Mr H D Whitiow has neither a service contract with the Company nor a contract
of employment with his employing company Barbour Threads Inc., consequently he has no formal
notice period. The Company is taking appropriate steps to regularise the situation in respect of Messrs
McVicker and Whitlow.

Mr N § Kershaw has no service contract with the Company. His services were provided by Hawkhurst
Management Services Limited, a company whally-owned by his family interests.

Mr H M Grossart had no service contract with the Company. His services were provided by Petronius
Limited, a company wholly-owned by him and his family interests.

T G Davies
Chairman of the Remuneration Committee.

v
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AUDITORS REPORT

AUDITORS' REPORT TO THE SHAREHOLDERS OF HICKING PENTECOST PLC

We have audited the accounts on pages 11 to 33 which have been prepared under the historical cost
convention, as modified by the revaluation of certain land and buildings, and the accounting policies
set out on pages 16 and 17. The accounts include sections C to E of the Remuneration Committee
Report on pages 36 to 37.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The directors are responsible for preparing the Annual Report including, as described on page 34, the
accounts. Qur responsibiities, as independent auditors, are established by statute, the Auditing
Practices Board, the Listing Rules of the London Stock Exchange and our profession’s ethical guidance.

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

We read the other information contained in the Annual Report and consider the implications for our
report if we become aware of any apparent misstaterments or material inconsistencies with the accounts.

We review whether the statement on pages 34 and 35 reflects the Company’s compliance with those
provisions of the Combined Code specified for our review by the London Stock Exchange, and we
report if it does not. We are not required to form an opinion on the effectiveness of the Company's
corporate governance procedures or its internal controls.

BASIS OF AUDIT OPINION

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in
the accounts, It also includes an assessment of the significant estimates and judgements made by the
directors in the preparation of the accounts, and of whether the accounting policies are appropriate to
the Group's circumstances, consistently applied and adequately disclosed. -

We planned and performed our audit 5o as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the accounts are free
from material misstaterment, whether caused by fraud or other irregularity or emror, In forming our opinion we
also evaluated the overall adequacy of the preserttation of information in the accounts.

OPINION

In our opinion the accounts give a true and fair view of the state of affairs of the Company and the
Group as at 31 March 1999 and of the profit and cash flows of the Group for the year then ended and
have been properly prepared in accordance with the Companies Act T985.

PricewaterhouseCoopers
Chartered Accountants and Nottingham
Registered Auditors 4 June 1999
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FINANCIAL SUMMARY

1992 1993 1994 1895 1996 1997 1998 1999

£'000 £'000 £000 £000 £000 E000 €000 £'000

Turnover 24,508 29,506 35438 70,728 85978 08,489 135975 125,014
Operating Profit 2,380 2,963 3527 5530° 7,538 8,809 12516°  7,914°
Operating Margin 9.7% 10.0% 10.0% 7.8%° 8.8% 89% 02%  6.3%"
Eamnings per share 108p 127p  150p 17.2p* 203p 232p* 251p° 14.2p°
Eamingsgrowth . - 44% 17% . 18% 15%  18%  14% 8%  -43%
Dividends pershare = 34p 40p  46p 55p - 65p 74p  83p . 8.3p
Dividends growth 51%  18% - 15% - 20% . 18%  14%  12% -
Capital and reserves 10,906 11,913 13,651 24971 24,280 40472 41,028 42,282

- 6 . 401 6997 16,680 28,380 21923 24,828 .

Net debt/{cash) (1.579)

9,327 11,919 .14,052 31,968 40,960 68852 62,951 87,110

Interest cover 109 260 . 420 12.3* 8.0 59* 5.6 39

Return on average :

capital employed 243% 27.9% 27.2% 24.0%* 20.7% 16.0%* 19.0%* 12.29%"
Capital expendit.ure 707 1,487 1320 2073 1,996 2,609 3,805 4,857
Depreciation 760 834 845 1,658 2063 2,118 3,311 3,373

* before exceptional costs

The figures above have been restated to reflect the effects of new Financial Reporting Standards as set
out in note 1 to the accounts.

B
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SHAREHOLDER INFORMATION

Financial calendar
Half year results announced December

Full year results preliminary announcement June

ETTY

Annuat General Meeting
Payment of interim dividend lanuary

Payment of final/second interim dividend July

Shareholder enquiries

Shareholders who have questions relating to the Group's business shoufd contact the Company at
Commerce House, 9 The Oldway Centre, Monnow Street, Monmouth, NP25 3P5.

Telephone: (01600) 719333

Facsimile: (01600) 719555

Registrar

Administrative enquiries concerning sharehoidings in Hicking Pentecost PLC such as the loss of a share
certificate, dividend payments, ar a change of address should be directed, in the first instance, to the
registrar whose address is:

Exchange Registrars Limited
18 Park Place

Cardiff CF10 3PD

Telephone: (029) 2037 1210
Facsimile: (029) 2038 8455

Auditors PricewaterhouseCoopers
Solicitors Edwards Geidard
Stockbrokers Credit Lyonnais Securities

Beil Lawrie White & Co.

Bankers Barclays Bank PLC
Northern Bank Limited

Actuaries Willlam M Mercer Limited

Company registration number 406925

Registered office Commerce House

9 The Oldway Centre
Monnow Street
Monmouth

NP25 3PS
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