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ENGLISH WINES GROUP PLC

CHAIRMAN'S REPORT
FOR THE YEAR ENDED 31 DECEMBER 2010

Summary

I have pleasure in presenting the company's Annual Report and Financial Statements for the 12 months ending 31st December 2010

Overall turnover has nsen 7% to £2,668,249 principally due to a 6% increase in volume of wine sold
Gross profit 1s up 5% at £1,260,992, a gross profit margin of 47%

The Group made a pre-tax profit of £84,557 compared with a pre-tax profit of £61,828 in the previous year *

The 6% increase in volume, along with the impact of increasing raw matenal and fuel prices and unfavourable exchange rates, has led
to an overall increase in cost of sales of 9%

Administration and marketing expenses have been tightly controlled, increasing by only 3% on a hke for ke basis at £1,007,605
Operations

We continue to make goed progress on our key targets -

- Prnicing continues to move forward Despite poor trading conditions and heavy discounting on Champagne, our average selling price
(exciuding duty) has increased by 1%

- Volumes are betng managed to maintain supply to key customers

- We are recewing strong support from D&D (formerly Conran) restaurants, Ramsay Holdings, Gary Rhodes, Selfndges, Roast and
other well known prestige accounts and this 1s helping to improve awareness arnongst our target audience

- Similarly, we are receiving strong support from key retailers including Waitrose, Sainsbury, Marks and Spencer, Mormnsons and
Majestic

- Overheads continue to be well controlled, with bad debts at almost zero in spite of the recession
- We continue to seek growers to supply us with premium grapes
- The development of our land at Kit's Coty, Aylesford has been successful, with the first small crop harvested in 2010

- The 2010 harvest was 30% up i volume terms on 2009
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ENGLISH WINES GROUP PLC

CHAIRMAN'S RERPORT {CONTINUED)
FOR THE YEAR ENDED 31 DECEMEBER 20110

fardoular highligits in 2070

Demand for our wings continuas 1o exceed our 2bility to supply, despiie the harsh sconomic ciimate and heavy discounting by many
wing producers, in paricular Champagne, which was bearg sold fo: under E10 a botiie 8t Christmas This growing demand from our

customers has been drnven by the qualily of our predust and our high media profile, ensbing us to charge a premum over some well
knegwn Chempegne brands over the Chrisimas 2010 pennd

Strong supPON from Wairose Marks and Spencer, DED (foimedy Coaran) testatrants, Ramsay Hotdings, Gary Rhedes, Selridges,
Fartaum and Mason, Roast and olher well Known 2CCOUNEs (5 IMProving awaeness, as is the contmuea sucoess of eLr resiaurart
pariners Richard £hlips at Chapel Qown, whigh continues 10 grow and theve despite the recess on

The Board belloves that developing Ghapet Down [nlo one of the leading drinks brands m the UK Is the most mpornant driver of vaiuo for
the Cempany In the fulure We will therefore continue to mvest i our brand ahead of sates {o develop s premiurn appeaal

The business {s supporied by subsiantial net tengible assels In addition, we have considesable goodwit! in the Chapg! Down rand
Included In these results 15 the 'mpact of the £1 1m raised on st July 2008 via an B% converiibie logn The net assels of the company,
assurning Tull conversion of the l0an rotes 1o equy, would De £5 7m This 15 in excess of 10p per share, assuming conversion of the
lean notes only, and values our stock at thal polnt at cost rather than Net Realisable Value, which Iy the opinfon of the Directors
represents a conservative vatuation of reahsable value It also goes not meiude our intangible brend vatue.

Our wines have won futher ewards m 2010 Ve are also defighted to have been awarded the Best Leisura and Toussm Business of fne
Year ins the Kent Excellence in Business Awards (KEIBAY

Risks and uncertanties

The Directors believe the fellowing risks to e the most significant 1o the Company However, the rieks listed ¢o not necessanty coroprise
all ihose associated with snonvestmenl in the Company In parficular, the Company's performancs mey be aflecled by changes in
market or economig condiion and @ legal regulatory and lax requirements

Harvesl fellure
Tha nsk of Aarvesi fallure is parusily miugatea by the wide epread of contracted vinayards across the South East of England

Credit nsx
The campany's credi sk 1s primarity att belable 10 J{8 trade debtors
and by meaitonng paymenis against contrastual temns

Credi nsk 1s managed by runnng credn checks on Naw cuStoMers

Qutlock

The 2010 harvest was ercouraging and wili enabie us to substantially increase volumes of still wine sales i 2011 and sparking wing
salas from 2013 The new acreage addad ot ouf site 31 Kit s Coty wel begoms fally productive trom 2041 enabing us to sell more
premium wines {rom 2012 onwards

Wwe continue to weicome growers seeking 10 plant vings for us and the growing demand ior aur wines should ensure excallens grovwth for

the %n:gdmm term

Pau] Breft

Ghalrman

DATE ] VR AP 2ot

Note

tate our orofit 1o attnbule a notanal ¢ost of non-cash share aption agreemeants 1o the

~ FRS 20 accounting standard reguires v 10 Tes
tusness Alter adopting FRS 20 the accounts show a pre-tax profl of £33,242 (2009 £9 247 loss) 2 reduction in Group pre-tax profit of

£51,215 (2009 £71,075) on the £84.557 referrea te In the Chanrman's Report {2008 £61,828)
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ENGLISH WINES GROUP PLC

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2010

The directors present their report and financial statements for the year ended 31 December 2010

Directors

The following directors have held office since 1 January 2010

P Brett

F I Thompson

R A B Woodhouse
N W Wray

Principal activities and review of the business

The principal activity of the company continues to be that of producing and selling wine A review of the business appears in the
Chairman's statement on pages 1 and 2

Results and dividends

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

Creditor payment policy

The company's current policy concerning the payment of trade credilors s 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 inciusion of the relevant terms in contracts,
and

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

Auditors

In accordance with section 485 of the Companies Act 2006, a resolution proposing that Creaseys LLP be reappointed as audtors of the
company will be put to the Annual General Meeting

Statement of Directors’ responsibilities

The directors are responsible for prepanng the directors report and financial statements n accordance with applicable law and
regulations

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

- select suitable accounting policies and then apply them consistently,
- make judgemnents and estimates that are reasonable and prudent,

- state whether applicable UK accounting standards have been followed, subject to any matenal departures disclosed and explained in
the financial statements,

- prepare the financial statements on the gomng concern basis unless 1t 1s inapproprate to presume that the company will continue In
business

The directors are responsible for keeping adequate accounling 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 and
hence for taking reasonable steps for the prevention and detection of fraud and cther uregulanties
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ENGLISH WINES GROUP PLC

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2010

Provision of information to auditors
Each of the persons who are directors at the time when the directors' report 1s approved has confirmed that

- so far as that director 1s aware, there 1s no relevant audit information of which the company's audiiors 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 information needed by the
company's auditors in connection with prepanng their report and to establish that the company's auditors are aware of that information

On behalf of the board

Do b

F D Thompson
Director
13 Apnl 2011
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ENGLISH WINES GROUP PLC

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
ENGLISH WINES GROUP PLC
FOR THE YEAR ENDED 31 DECEMBER 2010

We have audited the group and parent company financial statements of English Wines Group Plc for the year ended 31 December 2010,
set out on pages 7 to 28 The financial reporting framework that has been applied in ther preparation 1s applicable law and Urited
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company's members, as a body, 1n accordance with Chapter 3 of Part 16 of the Companies Act 2006 Qur
audit work has been undertaken so that we might state to the company's members those matters we are required to state to them in an
Audttors' 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, fer this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explamed more fully in the statement of directors’ responsibilities, the directors are responsible for the preparation of the financial
staternents and for being satisfied that they give a true and fair view Qur responsibilty 15 to audit the financial statements in accordance
with applicable law and Intemational Standards on Auditing (UK and lreland) Those standards require us to comply with the Auditing
Practices Board's Ethical Standards for Auditors

Scope of the Audit of the financial statements

An audit involves obtaining ewidence about the amounts and disclosures i the financial statements sufficent 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 estmates made by the directors, and the
overall presentation of the financial statements

Opinion on financial statements

In our opinion the financial statements

- give a true and fair view of the state of the group's and the parent company's affars as at 31 December 2010 and of the group's profits
for the year then ended,

- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and

- have been prepared in accordance with the requirements of the Companies Act 2008

Opinion on other matter prescnbad by the Companies Act 2006

In our optmon the information given in the Directors’ report for the financial penod for which the financial statements are prepared 1s
consistent with the financral statements
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ENGLISH WINES GROUP PLC

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
ENGLISH WINES GROUP PLC (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2010

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 te you if, in our
apinion

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

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

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

James Pearce BA (Hons) FCA (Senior Statutory Auditor)

i({.\l.(,[zcm

Feor and on behalf of

Creaseys LLP
Chartered Accountants
Statutory Auditors

12 Lonsdale Gardens
Tunbndge Wells
Kent

TN1 1PA
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ENGLISH WINES GROUP PLC

CONSOLIDATED PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2010

2010

Notes £
Turnover 2 2,668,249
Cost of sales (1,407,257)
Gross Profit 1,260,992
Administrative expenses before share based payment {1,007,605)
Share based payment (FRS 20) (61,215)
Administrative expenses after share based payment (1,058,820)
Operating profit/(loss) 3 202,172
Other interest receivable and similar
imcome 285
Interest payable and similar charges 4 (168,115)
Profit/{loss) on ordinary activities
before taxation 33,342
Tax on profit/{loss) cn ordinary
activities 5 -
Profit/(loss) on ordinary activities
after taxation 33,342
Profit/(loss) on ordinary activities
before taxation - excluding FRS 20 share based
payments 84 557

2009
£

2,485,850
(1,286,410)
1,199,480

(977,478)
(71,075)

(1,048,553)

150,927
206

{160,380)

(9,247)

(9,247)

61,828

—_—

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

Profit/(loss) per share {pence) 7
- basic 008
- diluted 008

(0 02)

(0 02)
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ENGLISH WINES GROUP PLC

STATEMENT OF RECOGNISED GAINS AND LOSSES
FOR THE YEAR ENDED 31 DECEMBER 2010

Profit/{toss) for the financial year

Total gains and losses recognised since last financial statements

Note of historical cost profits and losses

Reported profit/{loss) on ordinary activities before taxation

Difference between an histonical cost depreciation charge and the actual
depreciation charge of the year calculated on the revalued amount

Histoncal cost profit/{loss) on ordinary activities before taxation

Histonical cost profit/{loss) for the year retained after taxation,
extraordinary items and dividends

2010

33,342

33,342

2010

33,342

38,631

71,873

71,973

2008

(9,247}

{9,247)

2009

(9,247)

39,387

30,140

30,140
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ENGLISH WINES GROUP PLC

COMPANY REGISTRATION NO. 04362181 (ENGLAND AND WALES)

BALANCE SHEETS

FOR THE YEAR ENDED 31 DECEMBER 2010

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors amounts falling due
within one year

Net current assets
Total assets less current habilihies

Creditors amounts falling due
after more than one year

Capital and reserves
Called up share capital
Share premium account
Revaluation reserve
Other reserves

Profit and loss account

Shareholders' funds

Notes

"
12

13

14

16
17
17
17
17

18

Group Company
2010 2009 2010 2009
£ £ £ £
104,557 120,796 104,557 120,796
4,945,516 4,839,087 4,324,016 4,344,320
- - 50,000 50,000
5,050,073 4,959,883 4,478,573 4,515,116
2,636,047 1,926,918 - -
371,990 366,245 2,839,121 2,907,674
370,985 1,098,715 799 4,003
3,379,022 3,391,878 2,839,920 2,911,767
{1,033,685) {932.118) (109,452) (116.,892)
2,345,337 2,459,760 2,730,468 2,794,875
7,395,410 7,419,643 7,209,041 7,309,991
(2,803,804) (2,912,594) (2,708,355) {2,773,325)
4,591,606 4,507,049 4,499,686 4,536,666
2,116,234 2,116,234 2,116,234 2,116,234
1,790,352 1,790,352 1,790,352 1,790,352
1,415,069 1,453,700 1,234,885 1,265,189
375,293 324,078 - -
(1,105,342) (1,477,315) {B41,785) (635,109)
4,591,606 4,507,049 4,499,686 4,536,666

Approved by the Board and authonsed for issue on 13 Apnil 2011

F D Thompson
Director

N Mo

R A B Woodhouse
Director
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ENGLISH WINES GROUP PLC

CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2010

Cash

Flow

Notes
Net cash inflow/(outfiow) from operating activities 1
Returns on investments and servicing of finance
Interest receved 285
Interest paid (1688,955)
Net cash outflow for returns on investments
and servicing of finance
Capital expenditure
Payments to acquire tangible assets {255,573)
Net cash inflow/{outflow) for capital expenditure
Net cash inflow/{outflow) before management of hquid
resources and financing
Financing
New other long term loan -
Increase/{decrease) deferred income 205
Repayment of long term bank loan {108,995)
Repayment of short term bank loan 1,338
Capital element of hire purchase contracis (7,187)
Net cash inflow/{outflow) from financing 2
Increasef{decrease) in cash in year 2

2010
£

(168,848)

(188,670)

(255,573)

(613,091)

(114,639)
{727,730)

2009
£
24,822
206
(150,899)
(150,793)
(169.719)
(169,718)
(295,690}
1,100,000
11,155
(110,994)
(9,423)
{25,082)
965856
___ 669,086
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ENGLISH WINES GROUP PLC

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2010

Reconciliation of operating profit/{loss) to net cash inflow/{outflow) 2010 2009
from operating activities
£ £
Operating profit/{loss) 202,172 150,927
Depreciation of tangible assets 148,668 136,003
Loss on disposal of assets 476 -
Amortisation of intangible assets 16,239 16,240
Share based payments 51,215 71,075
(Increase)/decrease In stocks (709,129) (362,257)
(Increase)/decrease in debtors (5.745) (152,375)
Increasef(decrease) in creditors within one year 127,257 165,209
Net cash inflow/{outflow) from operating actlvities (168,848) 24,822
Analysis of net debt 1 January Cash flow Other non- 31 December
2010 tash changes 2010
£ £ £ £
Net cash
Cash at bank and in hand 1,098,715 (727,730) - 370,985
1,098,715 (727,730) - 370,985
Finance leases (7,187) 7.187 - -
Debts faling due within one year {107.867) (1,338) (109,205)
Debts faling due after one year (2,912,594) 108,790 {2,803,804)
(3,027,648) 114,639 - {2,913,009)
Net debt (1,928,933) (613,091) - {2,542,024)
Reconciliation of net cash flow to movement in net debt 2010 2009
£ £
Increase/(decrease) in cash in the year (727,730} 669,966
Cash (inflow)/outflow from {increase)/decrease in debt 114,639 (965,656)
Movement in net debt in the year {643,091) {295,690)
Opening net debt (1,928,933} (1,633,243}
Closing net debt (2,542,024) {1,928,933)

Page 11



ENGLISH WINES GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2010

11

12

13

14

15

18

17

18

19

112

Accounting policies

Accounting convention

The financsal statements are prepared under the historical cost convention modified to mclude the revaluation of freehold tand and
buildings and in accordance with applicable accounting standards

Compliante with accounting standards

The financial statements are prepared in accordance with applicable United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice), which have been applied consistently (except as otherwise stated)

Basis of consoclidation

The consolidated profit and loss account and balance sheet include the financial s of the company and its subsidiary
undertakings made up to 31 December 2010 The resuits of subsidianes sold or acquired are included in the profit and loss account up
to or from the date control passes Intra-group sales and profits are eliminated fully on censolidation

Turnover
Tumover represents amounts receivable for goods and services net of VAT and trade discounts
Revenue for trade sates is recognised at point of despatch and retail sales at point of purchase

Intellectial property and goodwill
Acquired goodwill rs wnitten off in equal nstalments over 15 years, its eshmated useful economic life

Tangible fixed assets and depreciation

Tanglble fixed assets other than freehold land are stated at cos! or valuation less depreciation Depreciation is provided at rates
calculated to wnte off the cost or valuation less estimated residual vaiue of each asset over its expected useful Ufe as follows

Freehold land and buildings Straight line over 50 years on the buildings and 20 years
on Kits Coty Vineyard

Plant and machinery 5% straight ine:

Fixtures, fitlings and equipment 15% reducing balance

Motor vehidies 25% reducing balance

Leasing and hire purchase commitments

Assets obtamed under hire purchase contracts and finance leases are capilalised as tangible assets and depreciated over the shorter
of the lease term and their useful lives Qbligations under such agreements are included in creditors net of the finance charge allocated
to future periods The finance element of the rental payment Is charged to the profil and loss account S0 as 1o produce a constant
periodic rate of charge on the net obligation outstanding tn each period

Rentals payabla under operating leases are charged against income on a straight line basis over the lease term

Investments
Fixed asset invastments are stated at cost less provision for diminution in value

Stock and work In progress
Stock and work in progress are valued at the lower of cost and net realisable value

Direct costs of the winery plus attnbutable overheads are used to value stock The diwectors consider that this method 1s most
appropnate for the nature of the company's activities

Deferred taxation

Defemed tax is provided in full in respect of taxation deferred by timing differences between the treatment of certain items for taxation
and accounting purposes The deferred tax balance has not been discounted

Foreign currency translation

Monelary assets and kabiltes denominated in foreign currencies are translated into sterling at the rates of exchange ruing at tha
balance sheet date Transactions in forexgn cumrencies are recorded at the rate ruling at the date of the transaction All differences are
taken to the profit and loss account

Convertible loan stock

The convertible loan stock has been treated as debt
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ENGLISH WINES GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED}
FOR THE YEAR ENDED 31 DECEMBER 2010

2 Turnover
The total tumover of the group for the year has been denved from its pnncipal activity

Segmental analysis by geographical area
The analysis by geographical area of the group's turnover 1s set out as below

Geographical segment
UK

Cther EU

Non EU

3 Operating profit/(loss)

Operating profit/{loss} 1s stated after charging
Depreciation of intangible assets

Depreciation of tangible assets

Loss on foreign exchange transactions

Operating lease rentals

Auditars' remuneration (Company £4,680 , 2009 £3,750)
Auditors' remuneration other services relating to taxation
Auditors' all other services

4 Interest payable
On bank loans and overdrafts
Hire purchase interest

Loss to date on effective hedge loan
Interest Pald

2010 2009
£ £
2,658,491 2,444,559
1,302 1,880
8,456 39.451
2,668,249 2,485,890
2010 2009
£ £
16,239 16,240
148,668 136,003
121 3,081
47,156 47,494
12,624 11,300
636 1,200
2,228 4,783
2010 2009
£ £
168,153 156,365
862 4,015
169,115 160,380
169,115 160,380

Al 31 December 2010 the Group and Company held a § year interest swap that reduced the Company’s exposure tc vanability

in cash-flows resulting from movements in base rate This interest rate swap expires on § July 2012 Dunng the perod to

31 December 2010 no amount was recognised for the loss or gam to date on the effective hedge
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ENGLISH WINES GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2010

5 Taxation

Analysis of tax charge in the year
Current tax (see note below)

Uk corporation tax charge on profit for year
Deferred tax

Ongination and deferral of timing differences
Adjustment to pnor penods

Tax on profit on ordinary activities

Current Tax Charge

Factors affecting the tax charge for the year
Profit/(loss) on ordinary activities before taxation

Profit’(loss) on ordinary activities before taxation muttiphed by standard rate of UK corporation
tax of 28% (2009 28%)

Effects of

Non deduchble expenses
Cepreciation add back

Tax losses utilised

Unutihsed losses camed forward
Other tax adjustments

Current tax charge

8 Profit/{loss) for the financlal perlod

2010 2009

£ £
33,342 (9,247)
9,335 (2,589)
24,110 24,815
(14,754) (22.760)
. 1,219
{18,691) -
- {685)
{9,335) 2,589

As permitted by section 408 of the Comparies Act 20086, the holding company's profit and less account has not been included in

these financial statements The profit(loss) for the financial year s made up as follows

Holding company’s loss for the financial penod

2010 2008
£ £
{36,980) {107,667
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ENGLISH WINES GROUP PLC
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2010

7 Earnings per share

The calculation of basic earmings per share 1s based on the profit/(loss) after tax and on a weighted average number of
ordinary shares n 1ssue duning the period The diluted earnings per share allows for the full exercise of outstanding share
purchase options and warrants and adjusted earmngs

Profiti{loss) after tax Weighted average Earnings per share
number of shares
2010 2009 2010 2009 2010 2009
£ £ pence pence
Basic eamings 33,342 (9,247) 42 324 664 42 324 664 008 (0 02)
Outstanding share options - - 1,994,742 1,994,742 - -
Diluted earnings 33,342 (9,247) 44,319,406 44,319,406 008 {0 02}
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ENGLISH WINES GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2010

8 Intangible fixed assets
Group
Intallectual
property
and goodwill
£
Cost
At 1 January 2010 and at 31 December 2010 243,594
Amortisation
At 1 January 2010 122,788
Charge for the year 16,239
At 31 December 2010 139,037
Net book value
At 31 December 2010 104,557
At 31 December 2009 120,796

Goodwill was revalued in 2002 on a fair value basis The histornical cost of goodwill 1s £216,094 (2009 £216,094) The
provision for amortisation based on historical cost would have been £119,119 (2009 £105,453} and the charge for the
year would have been £13,666

Company
Intellectual
property
and goodwill
£
Cost
At 1 January 2010 and at 31 December 2010 243,594
Amortisation
At 1 January 2010 122,798
Charge for the year 16,239
At 31 December 2010 139,037
Net book value
At 31 December 2010 104,557
At 31 December 2009 120,796
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ENGLISH WINES GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2010

9

Tangible fixed assets
Group

Cost or valuation
At 1 January 2010
Additions
Disposals

At 31 Dacember 2010
Depreciation

At 1 January 2010
Charge for the year
Eliminated on disposal
At 31 December 2010

Net book value
At 31 December 2010

At 31 December 2009

Cost or valuation
At 1 January 2010
Additions
Disposals

At 31 December 2010
Depreciation

At 1 January 2010
Charge for the year
Elminated on dispesal
At 31 December 2010

Met book value
At 31 December 2010

At 31 December 2009

Freehold land Plant and
and buildings machinery
£ £
4,134,749 1,143,329
120 464 106 699
- {531}
4,255,213 1,249,497
172,329 350,205
73,819 58,007
- {59)
246,148 409,157
4,009,065 840,340
3,962,420 793,124
Fixtures,
fittings and Motor
equipment vehicles Total
£ E £
197,111 13,781 5,488,970
28,410 - 255,573
- - (531)
225,521 13,781 5,744,012
115,196 12,153 649,883
15,435 407 148,668
- - {55)
130,631 12,560 798,496
94,890 1,221 4,945,516
81,915 1,628 4,839,087

The freehold land and bulldings were valued by Michael Parkes Surveyors Ltd, Chartered Surveyors on 19 February 2007 on the basis of
open market value and were camed out In accordance with RICS appraisal and valuation standards The histoncal cost of freehold land
and builldings 1s £2,770,896 (2009 £2,650 434) The plant and machinery was valued by Edward Symmons and Partners, Surveyors on
26 February 2002 The histoncal cost of the plant and machinery 1 £1,228,134 (2009 £1,121,967) The provision for depreciation based
on histoncal cost would have been freehold land and buildings £147,282 (2009 £107,218), plant and machinery £395843 (2009
£339,193) The depreciation charge for the year based on histonical cost would have been freehold land and bulldings £40,064 and plant
and machinery £56,705 Assets costing £655,098 and with accumutated depreciation £37,178 are held for use in operating leases The
directors consider that the value of the property as shown in the financial statements 1s held at market value
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ENGLISH WINES GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2010

9 Tangible fixed assets (continued)
Group

Included are assets held under finance leases or hure purchase contracts as follows

Plant and
machinery Total
£ £
Net book values
At 31 December 2010 - -
At 31 December 2008 44 664 44,664
Depreclation charge for the year
At 31 December 2010 - -
At 31 December 2009 2,648 2,648
Company
Freehold land Plant and
and buildings machinery Total

£ £ £
Cost or valuation
At 1 January 2010 4,097,004 635,500 4,732,504
Additions 79,588 - 79,588
At 31 Decembar 2010 4,176,592 635,500 4,812,092
Depreciation
At 1 January 2010 151,921 236,263 388.184
Charge for the year 68,116 31,776 99,892
At 31 Decomber 2010 220,037 268,039 488,076
Net book value
At 31 December 2010 3,956,555 367,461 4,324,016
At 31 December 2009 3,945,083 399,227 4,344,320

The freehold land and buldings and plant and machinery were transferred te the company from its subsichary Enghsh Wines Plc in

2002 Dusclosure of the cost of the property 1s shown in the group fixed assets summary
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ENGLISH WINES GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2010

10

1

Fixed asset investments
Company

Cost or valuation
At 1 January 2010 and at 31 December 2010

Shares in
group
undertakings
£

50,000

in the opinion of the directors, the aggregate value of the company's Investment in subsidiary undertakings 1s not less than the

amount included in the balance sheet

Holdings of more than 20%

The company holds mere than 20% of the share capital of the following companies
Company Country of ragistration
or Incorporation

Subsidlary undertakings
English Wines Pic England and Wales
The prncipal activity of these undertakings for the last relevant financia year was as follows

Principal activity

English Wines Plc Manufacture and sale of wine

Stocks and work in progress

Shares held
Class %
Crdinary 100
Company
2010 2009
£ £

Group
2010 2009
£ £
Work in progress 2,373,129 1,802,812
Finished goods and goods for resale 262,918 124,006
2,636,047 1,926,918
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ENGLISH WINES GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2010

12

13

Debtors

Trade debtors

Amounts owed by group undertakings
Other debors

Prepayments and accrued income
Deferred tax (refer to note 15)

Amounts faling due after more than one year and
included in the debtors above are

Amounts owed by group undertakings

Creditors amounts falling due within one year

Bank loans and overdrafts

Net obligations under finance leases and hire purchase
agreements

Trade creditors

Taxes and social secunty costs

Other creditors

Accruals and deferred income

Group Company

2010 2008 2010 2009

£ £ £ £
296,258 305,900 - -
- - 2,839,121 2,907,674

4,903 523 - -
38,751 27,744 - -
32,078 32,078 - -
371,990 366,245 2,839,121 2,907,674
2010 2009 2010 2009
£ £ £ £

- - 2,839,121 2,907,674

Group Company

2010 2009 2010 2009

£ £ £ £
109,205 107,867 64,180 62,841
- 7,187 - -
534,289 366,639 - -
152,599 177,944 - -
196,173 231,989 40,078 46,585
41,419 40,492 5,194 7,466
1,033,685 932,118 109,452 116,892

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

ranks secondary behind secunty given to Barclays Bank Pic
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14

Creditors amounts falling due after more than one year

Bank loans
Loan notes
Accruals and deferred income

Analysis of loans

Not wholly repayable wathin five years by instaiments
Commercial mortgage

Shareholder loans

Wholly repayable within five years

Included in current habilities

Instalments not due within five years

Loan maturity analysls

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

3

Group Company
2010 2009 2010 2009
£ £ £ £
1,688,023 1,797.018 1,609,355 1,673,325
1,100,000 1,100,000 1,100,000 1,100,000
15,781 15,576 - -
2,803,804 2,912,594 2,709,355 2,773,325
530,778 600,445 530,776 600,447
1,100,000 1,100,000 1,100,000 1,100,000
1,266,452 1,304,439 1,142,759 1,135,719
2,897,228 3,004,885 2,773,535 2,836,166
(109.205) (107.867) (64,180) (62,841)
2,788,023 2,897,018 2,709,355 2,773,325
530,776 600,446 530,776 600,446
110,825 109,452 65,799 64,427
2,146,422 2,187,120 1,012,780 2,108 452
530,776 600,446 530,776 600,446

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

ranks secondary behind secunty given to Barclays Bank Plc

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

convertible between June 2012 and June 2014

Not obligations under finance leases and hire
purchase contracts

Repayable within one year

Repayable between one and five years

Finance charges and interest allocated to future
accounting penods

Included in habilities falling due within one year

Group

2010
£

2009
£

8,149

Company
2010

£

2008

8,149

(962)

7,187

(7.187)
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15

Deferred taxation

Al beginming of year
Credit for year
At end of year

The deferred tax asset 18 made up as follows

Tax losses avatlable

Depreciation claimed in advance of capital allowances

Group Company
2010 2009 2040 2009
£ £ £ £
32,078 32,078 - -
32,078 32,078 - .
Group Company
2010 2009 2010 2009
£ £ £ £
71,960 71,960 - -
(39,882) {39,882) - -

The deferred tax asset has been recognised as the Directors anticipate that this will crystatlise in the medium term after review of

financial forecasts
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16

Share capital 2010 2009
£ £

Allotted, called up and fully paid
42 324,664 Ordinary shares of 5p each 2,116,234 2,116,234
2,116,234 2,116,234

1,568,450 unissued ordinary shares of 5p each are covered by a share option agreement and these are exercisable at 12 5p per
share A further 6,239,997 unissued ordinary shares of 5p each are covered by vanous share option agreements and these are
exercisable at between 5p and 15p per share after 1 July 2010

A further 3,000,000 unissued ordinary shares of 5p each are covered by vanous share option agreements and these are exercisable
at 10p per share after 1 July 2013

In addition, 11,000,000 urissued ordinary shares of 5p each are covered by a convertible loan note 1ssued on 1st July 2009 which 1s
exercisable between 1st July 2012 and 1st July 2014 at an exercise price of 10p
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17

Statement of movements on roserves
Group

Balance at 1 January 2010

Profit/(loss) for the year

Transfer from revaluation reserve to profit and loss account
Movement dunng the year

Balance at 31 December 2010

Other reserves

Reserves arising from share based payments
Balance at 1 January 2010

Other reserve movement

Balance at 31 December 2010

Company

Batance at 1 January 2010
Retained loss for the year
Transfer from revaluation reserve to profit and loss account

Balance at 31 December 2010

Share Qther
premium Revaluation reserves Profit and
account reserve {see below) loss account
£ E £ £
1,790,352 1,453,700 324,078 (1,177.315)
- - - 33,342
- (38.631) - 38.631
- - 51,215 -
1,790,352 1,415,069 375,293 (1,105,342)
324,078
51,215
375,293
Share
preamium Revaluation Profit and
account reserve loss account
£ £ £
1,790,352 1,265,189 {635,109)
- - (36,980)
- {30,304) 30,304
1,790,352 4,234 885 {641,785)
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18 Reconciliation of movements in shareholders' funds 2010 2009
Group £ £
Profit/{loss) for the financial year 33,342 (9.247)
Other recognised gains and losses - -
Proceeds from issue of shares - -
Movements on other reserves 51,215 71,075
Net Increase in shareholders® funds 84,657 61,828
Opeming shareholders’ funds 4,507,049 4,445,221
Closing shareholders’ funds 4,591,606 4,507,049

2010 2009
Company £ £
{Loss)/profit for the financial year (36,980} (107 667)
Other recognised gains and losses - -
Proceeds from issue of shares - -
Net (depletion)/increase In shareholders’ funds {36,980) (107,667}
Opening shareholders’ funds 4,536,666 4,644,333
Closing shareholders’ funds 4,499,686 4,536,666

19 Financlal commitments

At 31 December 2010 the group had annual commitments under non-canceflable operating leases as follow
Land and buildings Other
2010 2008 2010 2009
£ £ £ £
Expiry date
Within one year - 4 667 267 21,321
Between two and five years 14,000 - 23,662 7,970
14,000 4,667 23,929 29,291

The company had no annual operating commitments under non-cancellable operating leases at the balance sheet date
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20 Directors' smoluments

Emoluments for qualifying services

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

2010
£

201,969

2009
£

198,773

The highest paid director received remuneration of £129,586 (2009 - £127,085) and was entitled to receive shares under long temm

Incentive schemes
21 Employees

Number of employees

The average monthly number of employees (incuding directors) duning the year was

Administration
Production
Directors
Retan

Employment costs

Wages and salanes
Socat secunty costs

Share based payments

2010 2009
Number Number
5 4

12 13

2 2

11 2]

30 28

2010 2009

£ £
657,368 656,065
65,178 69,788
726,546 725,852
51,215 71,075

Employment costs include £51,215 (2009 £71,075) relating to the effect of adopting 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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22

Share options

Dunng the penod ended 31 December 2010, the company and the group had four share based
payment arrangements, which are descnbed below

2003 2006 2006 2009
Vanable price Fixed pnce Fixed price
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 Service ranging 44 years' service 44years’ service 36 years' service

from 9 months to 3
years 9 months *

* 80% of the shares required service ranging from 9 months to 3 years 8 months

"™ 44 years' service A minimum of 2,000,000 options are exercisable at a pnce of between Sp and 15p per share,
depending on the future share price This option extends to a further two tranches of 500,000 orcinary shares at 5p, again
depending on future share price

The estimated fair value of the 1,968,450 share options granted in 2003 15 2 3p This was calculated by applying the Black
Scholes opton pncing model The model inputs were the share price at grant date of 12 5p, exercise pnce of 12 5p,
expected volatihty of 12%, no expected dividends, contractual life of 3 7 years and a risk free interest rate of 4 3% The
options were granted before the shares were listed on PLUS and so volatlity has been based on share price movements
from hsting, in Apnl 2003, to 31 December 2005

The estimated fair value of each of the 3,000,000 share cplions granted in 2006 1s 7 3p This was calculated by applying the
Black Scholes option pricing model to the two extremes of the vanable option and averaging the result The model nputs
were the share price at grant date of 15p, exercise prices of 15p and 5p, expected volatility 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 15 3 5p This was calculated by applying the
Black Scholes option pricing mode! The model puts were the share price at grant date of 15p, exercise price of 15p,
expected volatility of 12%, no expected dvidends, contractual life of 4 4 years and a risk free interest rate of 5 5%

The estimated farr value of each of the 3,000,000 share options granted m 200915 5 2p This was calculated by applying the
Black Scholes option pricing model The model inputs were the share pnce at grant date of 15p, exercise pnce of 10p,
expected volatiity of 9%, no expected dividends, contractual life of 3 6 years and a nsk free interest rate of 0 50%
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22 Share options

Further details of the four share option plans are as follows

2003 2006 20086 2009
Vanable pnce Fixed price Fixed price
Weighted Weighted Weighted Weyghted
Number average exercise Number  average exercise Number  average exercise Number  average exercise

of options pnice of options pnce of options price of options pnce
Cutstanding
at start
of year 1,968 450 12 5p 3,000,000 90p 3,239,997 15 0p 3,000,000 10 0p
Granted - - - - - - - -
Forfeited - - - - {820,000) 15 Op - -
Qutstanding
at end
of year 1,868 450 12 5p 3,000,000 9 0p 2,316,997 15 0p 3,000 000 100p
Exercisable
at end
of year 1,968,450 12 5p 3,000 000 80p 2,319,997 15 Op - 10 0p

The options cutstanding at 31 December 2010 had exercise pnces of 10p,15p, 12 5p and 5-15p, and a weighted average remaining contractual life of 1

year (2009 1 year}

Expense ansing from share based payment
transactions share opton plans
2010

2009

23 Ultimate Controlling Party

Total 2003 2006 2006 2009
Vanable Price  Fixed Pnce Fixed Pnce
51,215 - 24,596 {19,476) 46,096
11,075 - 45,466 25,609 -

The Directors consider that there is no one ulimate controlling party

24 Related party transactions

Dunng the year English Wines Plc made sales of £83,756 (2009 £38,952) to Hush Heath Estate n respect of contract
winemaking services Hush Heath is owned by Richard Balfour-Lynn, one of the major shareholders of English Wines

Group Plc
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