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CHAPEL DOWN GROUP PLC

CHAIRMAN'S REPORT
FOR THE YEAR ENDED 31 DECEMBER 2012

Summary

| have pleasure in presenting the Company's Annua! Report and Financial Statements for the 12 months ending 31st December
2012

Turnover up 25% - a record - at £4,845,216 (2011 £3,758,898) due to a 15% increase in volume of wine sold combined with an 8%
increase in average seling pnce (excluding duty and VAT)

Sparkling wine volumes were 35% up
Sales were withheld in the final quarter following a low harvest in 2012 to ensure consistent stocking in key accounts
The "Cunous” range of beer saw a 242% increase in tumover

* Gross profit up 21% at £1,999,050 (2011 £1,652,334) Gross profit margin was 41% compared to 44% in the comparative penod
reflecting the increased sales of the “Curious” range of beers which is at a lower margin compared to wine and higher distnbution
costs reflecting increased fuel pnces

Operating profit up 49% at £548,074 compared with an operating profit of £367,847 in the same period last year

Pre-tax profit up 90% at £413,829 compared with a profit of £218,079 in the comparative period excluding the effect of the FRS20
share option provisions *

We worked with the official Olympic suppliers of wine - Bibendum - to supply Chapel Down over the Olympic penod to Olympic and
other venues including Spencer House and City Hall

We continue to develop the highest quality hstings for our wines and to supply high profile restaurants including Jamie Qhver, Harvey
Nichols and The Royal Opara House

Recent awards, include a coveted Gold Medal! for Chape! Down Rose Brut at the Intemational Wine Challenge 2011, The Gore-Brown
Trophy for the best English wine 2012 for Bacchus Reserve 2010 and our Cunous Brew beer won Gold at the Intemational Beer
Challenge 2012

Chairman's statement

At the tme of our half-year results, | was delighted to report that despite an extremely challenging trading environment, your
Company continued to thnve That performance has been sustained, and indeed could have been even better had we not taken the
decision to withhold growth in sales of our wines to smooth our stocks as a result of a low 2012 harvest Our focus has always been
to build the Chapel Down brand into a very valuable asset, and we want to retain the excellence and loyalty of the cuslomer base we
have built through constancy of supply Nevertheless, the figures speak for themselves Tumover up 29%, Gross profit up 21%,
Operating Profit up 49% and pre-tax profit up 90%

2012 was a great showcase for all things British There's no doubt that English wines were one of the stars and that Chapel Down led
from the front With good harvests, ourgrowth 1s eminently sustainable Consumers want our brand We are wel! positioned
compettvely, have an excellent team of very ligh quality people and exciting growth prospects

It has been a constant theme 1n my statements to say that demand for cur wines exceeds our ability to supply and in 2012 this has
been even more pronounced We do of course want this to remain the case even as we increase supply and we will continue to invest
in our brand to ensure we are best placed to thnve
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CHAPEL DOWN GROUP PLC

CHAIRMAN'S REPORT {CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

Discussions continue with existing and new growers to increase therr acreage of vines to fuel the growth in future sales of high
quahty, mgh margin wines, whilst over the coming years we anticipate a shake out of weaker brands and businesses 2012 was a
very difficult year for many growers coming on the back of a low yielding 2011 vintage However, we were able to secure a
reasonable quantity of goed quality fruit from our more easterly vineyards and our partners in Kent and Essex Vineyards in Sussex i
particutar, as well as points further West, were severely affected by the early frosts and the long, cool, wet summer Indeed, some
vineyards did not pick at all It is a testament to our model of wide gecgraphic supply, and meticulous site selection, that we were
able to take 1n as much good fruit as we did

We are unashamedly a brand-led business and we aim to bulld Chapel Down into a very valuable asset We partner with some of

England’s great chefs, including Gordon Ramsay and Jame Oliver as well as the UK's leading retaslers such as Majestic, Mormson's,
Marks and Spencer, Waitrose and Selfndges to ensure the brand 1s in the nght places to sell and be seen Chapel Down was served
on tables at The Brit Awards, at Taste London and at Jamie Oliver's Feastival as well as many other high profile events over the year

We worked with the official QOlympic suppliers of wine, Bibendum, to supply Chape! Down over the Olympic pened to Olympic and
other venues We have also started to export our wines and beer and are supplying markets as diverse as Japan, Finland, Hong
Kong, Vietnam, Thaland, United Arab Emirates, Holland, Sweden, Finland, Ireland, Canada and France

Our new partrers at our home In Tenterden, The Swan, are delivenng great value and great food If you have not wisited our winery ‘
and vineyard at Tenterden before, then it's another reason why | would urge you to do so and expenence first-hand the passion that

15 dnving the industry forwards The benefits of holding shares in the Company have been mproved and we offer great discounts on
wine, beer, food, tours and gifts

We have a strong balance sheet The undoubted growth in the value of our brand assets 1s also supported by strong net tangible
assets The quality of the wines we have in stock (at cost) has never been higher, more valuable or saleable The property and other
hard assets of the business are all sound and well maintained

Your Board remain confident that with such a strong brand, the prospects for the company are excellent

‘73‘7) rﬂg |

Paul Brett
Chairman
Note

*Excludes the effect of the FRS20 share option accounting adjustment
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CHAPEL DOWN GROUP PLC

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2012

The directors present their report and financial statements for the year ended 31 December 2012
Directors
The following directors have held office since 1 January 2012

P Brett

F D Thompson

R A B Woodhouse

N W Wray

Principal activities and review of the business

The pnncipal activity of the company continues to be that of producing and selling wine A review of the business, which includes a
review of the key performance indicators of the Group appears in the Chaiman's statement on pages 1and 2

Results and dividends

The conschidated profit and loss account for the year 1s set out on page 7
The directors do not recommend payment of an ordinary dividend

Creditor payment policy

The company's current policy concerning the payment of trade creditors 1s to

- establish the terms of payment with suppliers when agreeing the terms of each transaction,

- ensure that suppliers are made aware of the terms of payment by inclusion of the relevant terms in contracts,
and

- pay in accordance with the company's contractual and other legal obligations

- the average creditor days at the year end were 39 days

Financial risk management

The group uses vanous financial instruments These include loans, cash and various items such as trade debtors that anse directly
from its operations The main purpose of these financial tnstruments 1s to raise finance for the group’s operations

While nsks may be considered to have a financial impact, the management of the company's financial resources 1s key to ensunng
sufficient funds are available to meet financial commitments as and when they fall due The main nisk ansing from the financial
instrument s third party credit nsk

Harvest nsk
The nsk of harvest faillure 1s partially miugated by the wide spread of contracted vineyards across the South East of England

Credit nsk

The company's credit nsk 1s pnmanly attnbutable 1o 1ts trade debtors Credit nsk 1s managed by running credit checks on new
customers and by monitonng payments against contractual terms

Qutlook

The 2012 harvest was challenging and gave us less fruit than we would have wanted This will stall our growth of still wines and we
have reduced our projected sales of sparkling wines The new acreage added s now producing good quabty fruit enabling us to
create more premium wines and the progress of our beer sales has been very encouraging
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CHAPEL DOWN GROUP PLC

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

Going Concern

Accounting standards require the directors to consider the appropnateness of the going concem basis when prepanng the financial
statements The directors confirm that they consider that the going concem basis remains appropnate The directors have taken
notice of the Financial Reporting Council guidance 'Going Concern and Liquidity Risk Guidance for Directors of UK Companies 2009
which requires the reasons for this decision to be explaned The directors believe that the Company has sufficent resources to
continue in operational existence for the foreseeable future The directors believe this to be the case as the Company has posiive
reserves and cash balances In addition, it 1s the opimion of the Directors that the loans totalling £805,200 which are due for
repayment or restructunng by 24th June 2013 will be renewed by Barclays Bank PLC on similar terms to the existing lcans Thus they
continue to adopt the going concern basis of accounting in prepanng the annual financial statements

Auditors
Dunng the year Crowe Clark Whitehill LLP were appointed as Statutory auditors of the company

In accordance with section 489 of the Companies Act 2006, a resolution proposing that Crowe Clark Whitehill LLP be reappointed as
auditors of the company will be put to the Annual General Meeting

Statement of Directors’ responsgibilities

The directors are responsible for prepanng the directors report and financial statements in accordance with apphcable law and
regulatons

Company law requires the directors to prepare financial statements for each financial year Under that law the directors have elected
to prepare the financal statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and appiicable law) Under company law the directors’ must not approve the financial statements unless they
are satisfied that they give a true and fair view of the state of the company and of the profit or loss of the company for that penod In
prepanng these financial statements, the directors' are required to

- select sutable accounting policies and then apply them consistently,

- make judgements and estimates that are reasonable and prudent,
- state whether apphcable UK accounbng standards have been followed, subject to any matenal departures disclosed and explained
in the financial statements,

- prepare the financial statements on the going concem basis unless it i1s inappropnate 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 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 company
Provision of information to auditors

Each of the persons who are directors at the ime when the directors' report 1s approved has confirmed that

- so far as that director 1s aware, there Is no relevant audit information of which the company's auditors are unaware, and

- that director has taken all the steps that ought to have been taken as a director in order to be aware of any informaton needed by

the company's auditors 1n connection with preparing their report and to establish that the company's auditors are aware of that
information

On pphalf of the board

F D Thompson
Director
22 Apn! 2013
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CHAPEL DOWN GROUP PLC

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
ENGLISH WINES GROUP PLC
FOR THE YEAR ENDED 31 DECEMBER 2012

We have audited the group and parent company financial statements of Chape! Down Group Plc for the year ended 31 December 2012,
set out on pages 7 to 26 The financial reporting framewaork that has been applied in thetr preparation 1s applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report s 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 these matters we are reguired to state to them in
an Auditors’ 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 company's members as a body, for our audit work, for this report, or for the opimions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the statement of directors’ responsibilibes, the directors are responsible for the preparation of the financial
statements and for being sabisfied that they give a true and fair iew QOur responsibilty 1s to audit the financial statements in accordance
with applicable law and Intemational Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board's Ethical Standards fer 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 matenal misstatement, whether caused by fraud or error This includes an
assessment of whether the accounting policies are appropnate 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 presentaton of the financial statements

In addibion, we read all the financtal and non-financial information in the Directors’ report to identify matenal inconsistencies with the
audited financial statements If we become aware of any apparent matenal misstatements or inconsistencies we consider the
imphcations for our report

Opinion on financial statements

In our opinion the financial statements

- give a true and far view of the state of the group's and the parent company’s affairs as at 31 December 2012 and of the group's profits
for the year then ended,

- have been properly prepared in accordance with United Kingdom Generally Accepted Accountting Practice, and
- have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given 1n the Directors’ report for the financial penod for which the financial statements are prepared is
consistent with the financial statements
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CHAPEL DOWN GROUP PLC

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
ENGLISH WINES GROUP PLC (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you If, i our
opinion

- adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been received
from branches not visited by us, or

- the parent company financial statements are not in agreement with the accounting records and retums, or
- certain disclosures of directors' remuneration specified by law are not made, or

- we have not recewved all the information and explanations we require for our audit

Crorne e Luppuztaam Uy

Mark Anderson {(Senior Statutory Audior)

'7_Q.AA P‘?n\ .20‘3

For and on behalf of

Crowe Clark Whitehll LLP
Statutory Auditors

4 Mount Ephraim Road
Tunbridge Wells

Kent

TN11EE

Page 6




CHAPEL DOWN GROUP PLC

CONSOLIDATED PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2012

2012 2011
Notes £ £
Turnover 2 4,845,216 3,758,808
Cost of sales {2,846.166) (2.106.564)
Gross profit 1,999,050 1,652,334
Administrative expenses before share based payment {1,407,275) {1,240,786)
Share based payment (FRS 20) (43,701) (43,701)
Adrministrative expenses after share based payment (1,450,976) {1,284,487)
Operating profit 3 548,074 367,847
Other interest recervable and similar
income 451 134
Interest payable and similar charges 4 (178,397) {193,603}
Profit on ordinary activities
before taxation 370,128 174,378
Tax on profit/{loss) on ordinary
acbvities 5 (127,228) {6,977)
Profit on ordinary activities
after taxation 242,900 167,401
Minonty interest 3,641 14,043
Retained profit for the year 248,541 181,444
f—————— ———————————
Profit on ordinary activities
before taxation - excluding FRS 20 share based
payments 413,829 218,079

The profit and loss account has been prepared on the basis that all operations are continuing operations

Profit per share (pence) 7
- basic 054 037
- diluted 052 036
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CHAPEL DOWN GROUP PLC

STATEMENT OF RECOGNISED GAINS AND LOSSES
FOR THE YEAR ENDED 31 DECEMBER 2012

Profit for the financial year

Total gains and losses racognised sinca last financial statements

Note of historical cost profits and losses

Reported profit on ordinary activities bafore taxation

Difference between an histoncal cost depreciation charge and the actual
depreciation charge for the year calculated on the revalued amount

Histoncal cost profit on ordinary activities before taxation

Histonical cost profit for the year retained after taxation,
extraordinary items and dividends

2012

246,541

246,541

2012
£

370,428

38,631

408,759

408,759

2011

181,444

181,444

2011
£

174,378

38.631

213,009

213,009
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CHAPEL DOWN GROUP PLC
COMPANY REGISTRATION NO. 04362181 (ENGLAND AND WALES)

BALANCE SHEETS
FOR THE YEAR ENDED 31 DECEMBER 2012

Group Company
2042 2011 2012 2011
Notes £ £ £ £
Fixed assets
Intangible assets 8 72,077 88,317 72,077 88,317
Tangible assets 9 5,004,334 4,996,245 4,148,915 4,223,196
Investments 10 - - 120,000 120,000
5,076,411 5,084,562 4,340,992 4,431,513
Current assets
Stocks 1" 2,893,894 2,956,081 - -
Debtors 12 648,368 658,052 3,489,966 3,433,042
Cash at bank and 1n hand 757,199 §35,291 6,069 127,079
4,299,461 4,449,524 3,496,035 3,560,121
Creditors amounts falling due
within one year 13 {1,780,192) (1,260,444) (910,117} {111,855)
Nat current assets 2,518,269 3,189,080 2,585,918 3,448,266
Total assets less current habilities 7,595,680 8,273,642 6,926,910 7,879,779
Creditors amounts falling due
after more than one year 14 (2,141,915) (3.106,478) {2,120,479) (3,055,243)
5,453,765 5,167,164 4,806,431 4,824,536
Capital and reserves
Called up share capital 16 2,240,948 2,240,948 2,240,948 2,240,948
Share premium account 17 2,000,094 2,000,084 2,000,094 2,000,094
Revaluabon reserve 17 1,337,807 1,376,438 1,174,277 1,204,581
Qther reserves 17 462,695 418,994 - -
Minonty interest 17 12,316 15,857 - -
Profit and loss account 17 (600,095) (885,267) {608,888} (621,087)
Shareholders’ funds 18 5,453,765 5,167,184 4,806,431 4,824,536
Appryved by the Board and authonsed for issue on 22 Apni 2013
Z ‘ZM a%vzf <
F D Thompson R A B Woochouse
Director Director
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CHAPEL DOWN GROUP PLC

CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2012

Cash
Flow
Notes
Net cash inflow from operating activities 1
Returns on investments and servicing of finance
Interest received 451
Interest pad (178,397)
Net cash cutflow for returns on investments
and servicing of finance
Taxation
Capital expenditure
Payments to acquire tangible assets (230,084)

Net cash outfiow for capital expenditure

Net cash inflow/{outflow) before management of liquid
resources and financing

Financing
Issue of ordinary share capital -

New long term loans -

Increase in deferred income 3,844
Repayment of long term bank loan {163,157)
Repayment of short term bank loan (8,194)
Net cash inflow/{outflow) from financing 2
Increaself{decrease) In cash in year 2

2012
£

497,463

(177,946}

(117)

{230,084)

89,316

{167,508}
(78,1 92!

134
(193.603)

(293,311)

364.456

456,126
1,811

{155,263)
15,952

2011
£

268,104

(193,469)

(293,311)

(218,676)

364,456

318,626

464,406
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CHAPEL DOWN GROUP PLC

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2012

1 Reconciliation of operating profit to net cash Inflow
from operating activities

Operating profit

Depreciation of tangible assets

Loss on disposal of assets

Amortisation of intangible assets

Share based payments

Decrease/{Increasa) in stocks

Increase n debtors

{Decrease)/Increase in creditors within one year

Net cash inflow from operating activities

2 Analysis of net debt

Net cash
Cash at bank and in hand

Finance leases
Debts faling due within one year
Debts faling due after one year

Net debt

3 Reconcihation of net cash flow to movement in nat debt

(Decrease)increase in cash in the year

Cash (inflow)outflow from {increase)decrease in debt
Movement in net debt in the year

Opening net debt

Closing net debt

2012 2011
£ £
548,074 367,847
221,995 185,829
- 56,754
16,240 16,240
43,701 43,701
62,187 (320.034)
(15,417) (293,039)
(379,317) 210,806
497,463 268,104
1 January Cash flow Other non- 31 December
2012 cash changes 2012
£ £ £ £
835,391 (78,192) - 757,199
835,391 {78,192) - 757,199
{125,157) {797,056} (922,213}
{3,105,478) 964,563 {2,141,915)
(3,231,635) 167,507 - (3,064,128)
!2,396,244! 89,315 - {2,306,929)
2012 2011
£ £
(78,192} 464,406
167,507 {318,626)
89,315 145,780
(2,396,244) (2,542,024)
!2.305.929! !2,396,2442
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CHAPEL DOWN GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

110

111

m

Accounting policies

Accounting commntion

The financial statemerts ars prepared under the hestoncal cost convention muodfied 10 include the reveluston of freshokd land and
idngs and in e wih

c with nting standard

The finarcial ek with L Unitad Accounting Standands {Unied Kingdom

Kmgdon
Ganerally Accepted Ammﬁ-q Pr-ctbc} -mlr.h have besn appied cansistently (excepl 23 otherwise siated)

Bazis of consolidation
The consoldated profit and loss sccount snd balance sheet nciude the finencal of thr and ity
undertakings made up © 31 Cocember 2012 The results of BoMd br R nmwoflambuml

upto of from the date control passas m-gm.pulunMpmfhlrodmwMymwmmn

Tumaver
Twmover represents amounts recoivable for prods and services net of VAT and trade diseounts
Revenue for trado sales i rocognied st point of despeich and retad sales at port of customer purchase

Anqw-igoodvlll-moﬂhoqmlhﬂdmmnwﬁyﬂu by aptimatod useful sconomic ife

Tangible fixed sssets snd depreciation

Tangible fxed assets other than freehold land are stated at cost or leas D LY at ratas.
calculated to write off the cost or valuation less estimated residual valus of sach saset over ks sxpacted useful ife a1 follows

Freahold land ard  buildings Strnght lne aver 50 years on the buldings and 20 years
oh Kis Coty Vineyard

Ptant and machinery Between 5%  20% straght line

Fitures fitings and aqupment 15% reducsyg batance

ComMputer equipment Straght Ime over 2 years

Metor wehicles 25% reducing balance

Freshold land and buiidngs are revalusd in accordance with FRS 15 which requres & full weluation every five yaars ard an interim
valuaton svery thind yeer

Laasing and hirs purchase commitments
Asaety obtained under hwe purchess contracts and finance leases s capiziced &3 tirgible ssssts and depreciated over the
shorter of the loase term and ther useful lves O undher such ag &% inciuded In creditors net of the finence

charge allocated ko futrs paciods The firence slement of the rental payment B charged o the proft and loas account so a8 Io
produce a constant penodic rate of charge on the net abiigaton cutstanding in each period

Rentals paysble under operating leasss are charged against incoma on & sreight line basw over the Jsase term

rvestments
Fomd assat investments are stated at cost less provesion for permansnt dam nubon i walos

Stoch and work in progress
Stock and work in progress are valued at the lower of cost and net reatsabla value

Diract costs of the winery plus sitribitable overheads are used to velue the wine stock The dwectors consder that this methed s
most appropriste for the nature of the compary's activibes.

Defarred taxstion

Full provision is made for defermed tax assoty 2nd (mblbes srang from sil tmeg dif batween the g of gains and
loxsen I the financiel satements and recogriton in the tax com putaton

A not deferrad tax ssset is recognised onty i k can ba regarded as more kely than not that thers wil be sutable taxable profita from
whuch the future neversal of the undertying timing differences can be deducted

Deferred tax fxsats knd imblbes sre cakylied ai tha tax rates sxpeciod o be effective at the tme tha tmng diffsrences are
expociod o reverse

Deferred tix sxssts and Inblibes are not discounted

Forsign currency tranatation

Wonetary assets and labibes donominated in forexgn curroncios sre translated ko stering al the rates of exchengs niling sl the
balance sheet date Tranaactons in foreign cumancess are reccrded st the mie ruing at the data of the ransaction Al differences.
are takon o the proft and loss actount

Comvertible loan sock

On 15t Juty 2008 the: msved loan notas g to £1 100 D00 winch inchude the option to conver! to aquity
Unei-rFRSzshm-mmﬂdbbﬂ\dmhhblly-ndmymmhammMumﬂuqm The
drectors have cammisd out a and as the diffe il ort has bean made N the frsancisl statements

Thoummnnmmnlﬂ-m-mmpuemwume 2012 and June 2014 The conversion
axsrcive price is 10p

Going Concemn

Accountng standands requrs the drecions 10 conscder the Appropristeness of the gog CONCHM basa when preparing the frencal
ctatomers  The drectors confimn that they corsxder that the going concein bess remans approprate The drectors heve taken
nobce of the Fnenciel Reporing Councl gudance ‘Gomng Concen and Liguxtty Rk Gutancs for Direckors of UK Compames
2009 which requines the resons fof this decision ¥ b explained  The directors bolove that the Comprry his sufficaent

o continus in for the for bla fiiwe  The directors believe this 1 be the case #3 the Company has postive
resarves and cash baiances In acdition I ks the opitwon of the Dirsctors thet the loans totaling £805,.200 wiuch are due for
repayment of restructunng by 24th June 2012 will be renewed by Barclays Bank PLC on simiar terms i the existing leans. Thus.
they continue 10 adopt the gomg concem basks of sccounting in prapering the annual financie! satements
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CHAPEL DOWN GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

Turnover

The total tumover of the group for the year has been denved from 1ts principal actvity

Segmental analysis by geographical area

The analysis by geographical area of the group's tumover Is set out as below

Geographical segment
UK

Other EU

Non EU

Operating profit/{loss}

Operating profit 15 stated after charging
Depreciation of intangible assets
Depreciation of tangible assets

Loss on foreign exchange transactions
Operating lease rentals

Fees payable to the company's auditor for the audit of
the company’s annual accounts

Fees payable to the company's auditor for the audit of
the company's annual accounts pnor year adjustment

Fees payable to the company's auditor for other services
- The audit of the company's subsidianes

- Other services persuant to legislation
- Tax services

Interest payable

On bank loans and overdrafis

Interest Paid

2012 2014
£ £
4,812,610 3,744,876
21,647 250
10,959 13,763
4,845,216 3,758,898
2012 2011

£ £

16,240 16,240
221,995 185,829
(3,816) (10)
63,882 53,544
4,990 5,000
(250) .
14,465 12,500
3,240 5,472
4,090 3,950
2012 2011

£ £
178,397 193,603
178,397 193,603

At 31 December 2012 the group and company held a 5 year interest swap that reduced the company's exposure to vanability
in cash-flows resultng from movements n base rate This interest rate swap expires on 23 February 2014 Duning the penod to
31 December 2012 no amount was recognised for the loss or gain to date on the effective hedge as the directors do not consider

the amount to be significant
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CHAPEL DOWN GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEVBER 2012

5 Taxation
Group Company
2012 2011 2012 2011
£ £ £ £
Current tax
UK corperation tax charge on profit for year 17,158 - 369 -
Adjustments in respect or pnor years 117 - - -
17,275 - 369 -
Deferred tax
Ongination and reversal of timing differences 115,573 43,747 28,778 9,086
Adjustments in respect of prior penods 1,758 (35,744) - {28,477)
Effect of change n deferred tax rate (7,378) (1,026) {699) (648)
Total deferred tax 109,953 6,977 28,079 (20,039)
Tax on profit on ordinary activity 127,228 6,977 28,448 {20,039)
Factors affecting the tax charge for the year
The tax assessed for the year 1s higher than the standard
rate of corporation tax in the UK 24 5% (2011 26 5%)
The differences are explained below
Profit per accounts 370,128 174,378 10,343 {29.,645)
Tax on profit on ordinary activities at standard CT rate of
24 5% (2011 26 5%) 90,682 46,211 2,534 (7.,856)
Effects of
Capital allowances 1n excess of depreciation {14,627) (45,465) {4,139) (8.918)
Ineligible depreciation and amortisation 28,137 27,166 26,120 25,186
Expenses not deductible for tax purposes 15,672 20,468 - 3,907
(Uthsation of tax losses)yunused losses (98,845) {48,380) (24,063) {12,319)
Margmal relief {3,861) - (83} -
Adjustments to tax charge in respect of previous year 117 - - -
Current tax charge 17,275 - 369 -

Estimated tax losses for the parent company to carry forward are £14,347 The losses can be set agamnst future profits ansing from

the same trade

6 Loss for the financial period

As permitted by section 408 of the Companies Act 2006, the holding company's prefit and loss account has not been included in

these financial statements The loss for the financial year is made up as follows

Holding company's loss for the financial pencd

2012 2011
£ £
(18,105) {9,606)
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CHAPEL DOWN GROUP PLC
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

7 Eamings per share

The calculation of basic eamings per share 1s based on the profit after tax and on a weighled average number of ordinary
shares in 1ssue dunng the penod The diluted earmings per share allows for the full exercise of outstanding share purchase
options and warrants and adjusted earmungs

Profit/{loss) after tax Wheighted average Eamings per share
number of shares
2012 2011 2012 2011 2012 2011
£ £ pence pence
Basic eamings 242,900 167 401 44,818 946 44,818,946 054 037
Qutstanding share options - - 1,994,742 1,994,742 - -
Diluted earnings 242,800 167,401 46,813.688 48,813,688 052 036
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CHAPEL DOWN GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

8 intangible fixed assets
Group
Intellactual
property
and goodwill
£
Cost
At 1 January 2012 and at 31 December 2012 243,594
Amortisation
At 1 January 2012 155,277
Charge for the year 16,240
At 31 December 2012 171,517
Neot book value
At 31 December 2012 72,077
At 31 December 2011 88,317

Goodwill was valued in 2002 on a fair value basis The historical cost of goodwill 1s £216 094 (2011 £216,084) The
provision for amortisation based on historical cost would have been £132,785 (2011 £132 785) and the charge for the
year would have been £13,666

Company
Intelloctual
proparty
and goodwill
£
Cost

At 1 January 2012 and at 31 December 2012 243,594

Amortisation
At 1 January 2012 155,277
Charge for the year 16 240

At 31 December 2012 171,517

Net book vaiue
At 31 December 2012 12,077
At 31 Decamber 2011 885317
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CHAPEL DOWN GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

9 Tanglbie fixed assets
Group
Frechold land Plant and
and buildings machinery
£ £
Cost or valuation
At 1 January 2012 4,271,374 1,450,845
Additiens 115,303 97,051
Disposals - -
At 31 December 2012 4,386,677 1,547,896
Depreciation
At 1 January 2012 332,420 485,512
Charge for the year 98,605 99,741
Eliminated on disposal - -
At 31 December 2012 431,025 585,254
Net book value
At 31 December 2012 3,955,652 862,642
At 31 December 2011 3,938,954 965,332
Fixtures,
fittings and Motor
equipment vehicles Total

£ £ £
Cost or valuation
At 1 January 2012 239,433 13,781 5,975,434
Additions 17,730 - 230,084
Disposals (508) - (508)
At 31 December 2012 256,655 13,781 6,205,010
Depreciation
At 1 January 2012 148,391 12,865 979,189
Charge for the year 23,420 229 221,995
Eliminated on disposal (508) - {S08)
At 31 December 2012 171,303 13,094 1,200,676
Net book value
At 31 December 2012 85,352 687 5,004,334
At 31 December 2011 91,042 916 4,996,245

A valuation was camed out by Sawills Plc on the 17 Apnl 2012 on the basis of apen market value in accordance with RICS appraisal and
valuation standards An additional valuation of the two vineyard sites was camed out by the directors No adjusiment has been made to
the financial statements because in the opinion of the directors the current market valuation 1s not significantly different to the carrying
value as at 31 December 2011 and 2012 The histoncal cast of freehold land and buildings 1s £2,787,059 (2011 £2,787,059) The plant
and machinery was valued by Edward Symmons and Partners, Surveyors on 26 February 2002 The histoncal cost of the plant and
machinery 1s £1,420,7561 (2011 £1,420,751) Accumulated depreciation based aon the hustonical cost would have been freehold land and
buldings £199.799 (2011 £199,799) and plant and machinery £464,791 (2011 £464,791) The depreciation charge for the year based
on histoncal cost would have been freehold land and bulldings £52,517 plant and machmery £70,632 Assets costing £655,098 and with
accumulated deprecration £50,724 are held for use under operating leases
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CHAPEL DOWN GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

10

Tangible fixed assets {continuad)

Company

Freehold land Plant and

and bulldings machinery Total

£ £ £

Cost or valuation
At 1 January 2012 4,186,350 635,500 4,821,850
Additions 47 867 - 47,867
Disposals - - -
At 31 December 2012 4,234,217 635,500 4,869,717
Depreclation
At 1 January 2012 298,839 299,815 508,654
Charge for the year 90,372 31,776 122,148
At 31 December 2012 389,211 331,591 720,802
Net book value
At 31 December 2012 3,845,006 303,909 4,148,915
At 31 December 2011 3,887,511 335,685 4,223,196

The freeho!d land and buildings and plant and machinery were transferred to the company from its subsidiary English Wines Pic in
2002 Disclosure of the cost of the property 1s shown in the group fixed assets summary

Fixed asset investments

Company
Shares In
group
undertakings

£
Cost or valuation
At 1 January 2012 120,000
At 31 December 2012 120,000

'n the opinion of the directors, the aggregate value of the company's investment in subsidiary undertakings is not less than the amount
included in the balance sheet

Holdings of more than 20%
The company holds more than 20% of the share capital of the following companies
Company Country of registration Shares held

or incorporation Class %
Subsidiary undertakings
English Wines Pic England and Wales Ordinary 100
Curious Dnnks Limited England and Wales Ordinary 70

The pnncipal activity of these undertakings for the last relevant financial year was as follows
Principal activity

English Wines Plc Manufacture and sale of wine
Cunous Dnnks Limited Sale of beer
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CHAPEL DOWN GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

11 Stocks and work in progress

Group Company
2012 2011 2012 2011
£ £ £ £
Work in progress 2,416,084 2,689,473 - -
Fimshed goods and goods for resale 477,810 266,608 - -
25893!894 2,956,081 - -
12 Debtors
Group Company
2012 2011 2012 2011
£ £ £ £
Trade debtors 562,346 587,911 - -
Amounts owed by group undertakings - - 3,489,966 3,413,003
Other debtors 41,038 4,360 - -
Prepayments and accrued income 44,984 40,680 - -
Deferred tax (refer to note 15) - 25,101 - 20,039
648,368 658,052 3,489,966 3,433,042
Amounts falling due after more than one year and
included in the debtors above are
2012 2011 2012 2011
£ E £ £
Amounts owed by group undertakings - - 3,489,966 3,413,003
13 Creditors amounts falling due within one year
Group Company
2012 201 2012 2011
E £ £ £
Bank loans and overdrafts 922,213 125157 888,570 80,132
Trade creditors 279,632 360,153 - -
Taxes and sccial secunty costs 266,708 189,048 8,409 -
Other creditors 252,189 534,935 6,702 26,323
Accruals and deferred income 59,450 51,151 6,436 5,400
1,780,192 1,260,444 910,117 411,855

The bank loans and overdraft are secured by a charge over the assets of the company and by way of a cross guarantee given by
English Wines Plc A debenture has been given in favour of Chapel Down Group Plc over the assets of the company This debenture

ranks secondary behind secunty given to Barclays Bank Plc
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CHAPEL DOWN GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

14

15

Creditors amounts falling due after more than one year

Bank foans
Loan notes
Accruzls and deferred income

Analysis of loans

Not wholly repayable within five years by instalments
Commeraial mortgage

Shareholder lbans

Wholly repayable within five years

Included in current habilities

Instalments not due within five years

Loan matunty anatysis

In more than one year but not more than two years
In more than two years but not more than five years
In more than five years

Group Company

2012 2011 2012 201

£ £ £ £
1,020,479 1,968,886 1,020,479 1,955,243
1,100,000 1,100,000 1,100,000 1,100,000
21,436 17,592 - -
2,141,915 3,106,478 2,120,479 3,055,243
665,637 808,727 665,637 808,727
1,100,000 1,100,000 1,100,000 1,100,000
1,277,055 1,305,316 1,243,412 1,226,648
3,042,692 3,214,043 3,009,049 3,135,375
(922,213) (125,157} (888,570) {80,132)
2,120,473 3,088,886 2,120,479 3,055,243
665,637 808,727 665,637 808,727
85,422 115,797 85,422 82,154
269,420 1,064,362 269,420 1,064,362
665,637 808,727 665,637 808,727

The bank loans and overdraft are secured by a charge over the assets of the company and by way of a cross guarantee given by
Englsh Wines Pic A debenture has been gven in favour of Chapel Down Group Plc over the assets of the company This debenture

ranks secondary behind secunty given to Barclays Bank Plc

The bank toans are due to be repaid over varying penods between Apnl 2013 and June 2022 The loans are at commeraal rates
linked to the Bank of England base rate The shareholders loan of £1,100,000 incurs an interest rate of 8% and 1s repayable or

convertible between June 2012 and June 2014

Deferred taxation

The movements in deferred tax are as follows
At 1 January 2012

{Released)/charged dunng year

At 31 December 2012

The deferred tax (asset)liability 15 made up as follows

Accelerated capital allowances
Losses

Group Company
2012 2011 2012 2011
£ £ £ £
(25,101) (32.078) {(20,039) -
109,952 6,977 28,079 {20,039}
84,851 {25,101) 8,040 {20,039)
Group Company
2012 2011 2012 2011
£ £ £ £
88,150 81,837 11,339 8,101
(3,299) {106,938} (3,299) {28,140Q)
84,851 (25,101) 8,040 {20,039)
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CHAPEL DOWN GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

16

17

Share capital

Allotted, called up and fully pald
44,818,946 Ordinary shares of 5p each

2012 2011

£ £

2 240 848 2 240,948
2,240,948 2!240!948

1,968,450 unissued ordinary shares of 5p each are covered by a share option agreement and these are exercisable at 12 5p per share A further
6 238,897 unissused ordinary shares of 5p each are covered by various share option agreements and these are exercisable at batween 5p and 15p per

share after 1 July 2011

A further 3,000,000 umssued ordinary shares of 5p each are covered by vanous share option agreemeants and these are exercisable at 10p per share

after 1 July 2013

In addition, 11,000,000 unissued ordinary shares of 5p each are covered by a convertible loan note issued on 1st July 2009 which is exaercisable
between 1st July 2012 and 1st July 2014 at an exercise price of 10p

Company
Share capital

Allotted, called up and fully pald
44,818,946 Orchinary shares of Sp each

Staternent of movements on reserves
Group

Balance at 1 January 2012

Profit for the year

Transfer from revaluation reserve to profit and loss account
Minority interest

Movement during the year

Balance at 31 Decamber 2012

Other reserves

Reserves arising from share based payments
Balance at 1 January 2012

Other reserve movement

Balance at 31 December 2012

Company

Balance at 1 January 2012
Loss for the year
Transfer from revaluaton reserve to profit and loss account

Bal at 31 December 2012

2012 2011
£ £
2 240,948 2,240,948
2!240!948 2!240!948
Share Other
premium Revaluation reservas Minority Profit and
account reserve {seo below) Interest loss account
£ £ £ £ £
2,000,094 1,376,438 418,994 15,957 (885,267)
- - - - 246,541
- (38.631) - - B63
- - - (3.641) -
- - 43,701 - -
2,000,094 1,337,807 462,695 12,316 !800!095!
418,994
43,701
462,695
Share
premium Revaluation Profit and
account reserve loss account
£ £ £
2,000,094 1:204,581 (621,087)
- - {18,105}
{30,304) 30,304
2,000,094 1,174,277 {608,888)
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CHAPEL DOWN GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

18 Reconciliation of movements in shareholders’ funds 2012 2011
Group £ £
Profit for the financial year 246,541 181,444
Other recognised gains and losses - -
Proceeds from issue of shares - 364,456
Minonty interest (3,641) (14,043)
Movements on other reserves 43,701 43,701
Net increase in shareholders® funds 286,601 575,558
Opening shareholders' funds 5,167,164 4,591,606
Ciosing shareholders’ funds 5,453,765 5,167,164

2012 2012
Company £ £
{Loss) for the finantial year {18,105) {9,806)
Other recognised gains and losses - -
Proceeds from i1ssue of shares - 334,456
Net {depletion)increase in shareholders’ funds (18,105) 324,850
Opening sharehclders’ funds 4,824,536 4,499,686
Closing shareholders’ funds 4,806,431 4,824,536

19 Financial commitments

At 31 Decemnber 2012 the group had annual commitments under non-cancellable operating leases as follow
Land and buildings Other
2012 2011 2012 2011
£ £ £ £
Expiry date
Within one year 14,000 14,000 21,685 -
Between two and five years 14,000 14,000 18,540 36,807
28,000 28,000 40,224 36,807
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CHAPEL DOWN GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

20 Directors' emoluments 2012 2011
£ £
Emoluments for qualifying services 230,910 220,883

2 Directors are entitled to recerve shares under long term incentive schemes

The highest paid director received remuneration of £144,996 (2011 - £138,222) and was entitled to receive shares under long term
incentive schemes

21 Employees

Number of employees
The average monthly number of employees (including directors) dunng the year was

2012 2011

Number Number

Adrministrabon 8 8
Production 14 12
Directors 2 2
Retail 12 12
36 32

Employment costs 2012 2011
£ £

Wages and salanes 801,155 696,369
Social secunty costs 81,274 70,985
882,429 767,354
Share based payments 43,701 43,701

Employment costs mclude £43,701 (2011 £43,701) refating to the effect of adopling the FRS20 accounting standard This standard
requires us to attnbute a notional cost of non-cash share option agreements to the business
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CHAPEL DOWN GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

22 Share options

Durnng the penod ended 31 December 2012, the company and the group had four share based
payment arrangements, which are descnbed below

2003 2006 2008 2009
Vanable pnce Fixed price Fixed pnce
Date of grant 11 February 2003 27 January 2006 27 January 2006 11 December 2009
Number granted 1,968,450 3,000,000 3,986,663 3,000,000
Contractual ife 37 years 4 4 years 4 4 years 3 6 years
Vesting conditions Senrvice ranging 4 4 years' 4 4 years' senace 3 6 years’ service
from 9 months to 3 service **

years 9 months *

* 80% of the shares required service ranglng from 9 months to 3 years 9 months
** 4 4 years’ service A minimum of 2,000,000 optons are exercisable at a pnce of between 5p and 15p per share,

depending on the future share pnce This option extends to a further two tranches of 500,000 ordinary shares at 5p, again
depending on future share pnce

The estimated fair value of the 1,968,450 share options granted in 2003 1s 2 3p This was calculated by applying the Black
Scholes option pnaing model The model inputs were the share price at grant date of 12 5p, exercise price of 12 5p,
expected volatiity of 12%, no expected dvidends, contractual Iife of 3 7 years and a nsk free interest rate of 4 3% The
options were granted before the shares were listed on PLUS and so volatility has been based on share pnce movements
from hsting, in Apnl 2003, to 31 December 2005

The estmated far value of each of the 3,000,000 share options granted n 2006 1s 7 3p This was catculated by applying
the Black Scholes option pncing mode! to the two extremes of the vanable oplion and averaging the result The model
nputs were the share pnce at grant date of 15p, exercise pnces of 15p and 5p, expected volatiity of 12%, no expected
dividends, contractual life of 4 4 years and a nsk free interest rate of 5 5%

The estimated fair value of each of the 3,986,663 share options granted in 2006 1s 3 5p This was calculated by applying
the Black Scholes option pnang model The model sinputs were the share price at grant date of 15p, exercise pnce of 15p,
expected volatiity of 12%. no expected dividends, contractual Iife of 4 4 years and a nsk free interest rate of 5 5%

The estimated fair value of each of the 3,000,000 share options granted in 2009 1s 52p This was calculated by applying
the Black Scholes option pncaing model The model inputs were the share pnce at grant date of 15p, exercise pnce of 10p,
expected volatility of 9%, no expected dwidends, contractual life of 3 6 years and a nsk free interest rate of 0 50%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2012

22 Share options

Further details of the four share aption ptans are as follows

2003 2006 2006 2009
Variable pnce Fixed price Fixed price
Waeighted Weighted Weighted Weighted
Number average exerclse Number  average exercise Number average exercise Number average exercise

of options price of pptions price of options pnce of options price
Outstanding
at start
of year 1,968,450 12 5p 3,000,000 90p 3,239,997 15 0p 3,000,000 10 0p
Granted - - - - - - -
Forfaited - - - - (920 000) 15 0p - -
Outstanding
atend
of year 1,968,450 12 5p 3,000,000 90p 2,319,997 15 0p 3.000 000 10 Op
Exercisable
atend
of year 1,968,450 12 5p 3,000,000 90p 2,319,897 15 0p 3,000,000 10 Op

The options outstanding at 31 December 2012 had exercise pnces of 10p,15p 12 Sp and 5-15p and a waighted average remaining contractual fe of 1

year (2011 1 year)

Expense ansing from share based payment
transachons share option plans
2012

2011

23 Uitimate Controlling Party

Total 2003 2006 2006
Vanable Pnce  Fixed Prnce
43,701 - 24,535 126.990!
43,701 - 24,595 126.990!

The Directors consider that there 1s no one ulbmate controlling party

24 Related party transactions

2009
Fixed Pnce

ém

46,096

Dunng the year English Wines Plc made sales of £238 {2011 £14,439) to Hush Heath Estate in respect of contract winemaking services Hush Heath
15 owned by Richard Balfour-Lynn, ong of the major shareholders of Chapel Down Group Plc

The company has taken advantage of the exemption in Financial Reporting Standard Number 8 from the requirement to disclose transactions with
Enghsh Wmnes Plc on the grounds that consolidated financial statements are prepared by the parent company

For operatonal efficiency all the sales and direct purchases relating to the "Cunous® range of beers are processed through English Wines PLC a 100%
subsidlary of Chape! Down Group PLC which in turn owns 70% of Cunous Dnrks Limited (Company No 04456158) The sales and purchases are then
transferred to Cunous Drinks Limited via an intercompany charge from Chapel Down Group PLC In addition, Chape! Down Group PLC rechampes
Cunous Dnnks Limitad a proportion of the overheads incurred by English Wines PLC The total amount owing by Cunous Dnnks Limited at 31

December 2012 was £248,720 {2011 £85 133)

25 Capital commitments

At 31 Dacember 2012 the company had a commitment of £39,450 for the purchase of vines in 2013
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