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EWM (IP) LIMITED

DIRECTORS’ REPORT

The directors present ther report and financial statements for the 53 weeks ended 1 March 2008

PRINCIPAL ACTIVITY
The prmncipal activity of the company is to manage, maintain, protect, develop and enhance the
mtellectual property of group companies

REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS
The directors consider that the company has had another good year and expect this success to continue
the future

RESULTS AND DIVIDENDS
The profit for the pertod after taxation amounted to £485,000 (2006/07 £213,000) The directors do not
recommend the payment of a dividend

DIRECTORS
The directors holding office duning the period were as follows

P E Day
D O Houston
A Whitaker

In accordance with the Articles of Association, no director retires by rotation

DISCLOSURE OF INFORMATION TO AUDITORS

The directors who held office at the date of approval of thus directors’ report confirm that, so far as they
are each aware, there 1s no relevant audit information of which the company’s auditors are unaware and
each director has taken all the necessary steps that he ought to have taken as a director to make himself
aware of any relevant audit information and to establish that the company’s auditors are aware of such
nformation

By order of the Board

) ﬁ M>
Secretary

17 July 2008



EWM (IP) LIMITED

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE DIRECTORS’
REPORT AND THE FINANCIAL STATEMENTS

The directors are responsible for preparmg the Directors' Report and the financial statements mn
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
they have elected to prepare the financial statements 1n accordance with UK Accounting Standards and
apphicable law (UK Generally Accepted Accounting Practice)

The financial statements are required by law to give a true and fair view of the state of affaurs of the
company and of the profit or loss for that period

In preparing these financial statements, the directors are requred to

« select suitable accounting policies and then apply them consistently,

« make judgments and estimates that are reasonable and prudent,

« state whether applicable UK accounting standards have been followed, subject to any material
departures disclosed and explawned n the financial statements, and

« prepare the financial statements on the gomg concern basis unless 1t 1s mapproprate to presume that
the company will continue 1n business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy
at any time the financial position of the company and enable them to ensure that its financial statements
comply with the Compames Act 1985 They have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other
uregulanties



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF EWM (IP) LIMITED

We have audited the financial statements of EWM (IP) Limited for the 53 weeks ended 1 March 2008 which comprise the
Profit and Loss Account, the Balance Sheet and the related notes These financsal statements have been prepared under the
accounting pohicies set out theremn

Thus report 1s made solely to the company's members, as a body, i accordance with section 235 of the Companies Act
1985 Our audit work has been undertaken so that we mght state to the company’s members those matters we are required
to state to them 1 an auditor’s report and for no other purpose To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the company and the company's members as a body, for our audit work, for this
report, or for the opimons we have formed

Respective responsibilities of directors and auditors

The directors' responsibilities for prepanng the financial statements 1n accordance with applicable law and UK Accounting
Standards (UK Generally Accepted Accounting Practice) are set out in the Statement of Drrectors' Responsibilities on page
5

Our responsibility 1s to audit the financial statements 1 accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland)

We report to you our opinton as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Compantes Act 1985 We also report to you whether m our opinion the mformation given m the
Drrectors' Report 18 consistent with the financial statements

In addition we report to you if, m our opuuon, the company has not kept proper accounting records, 1If we have not
recetved all the iformation and explanations we require for our audit, or if information specified by law regarding
directors' remuneration and other transactions 1s not disclosed

We read the Directors'’ Report and consider the implications for our report if we become aware of any apparent
musstatements within 1t

Basis of andit opimon

We conducted our andit 1n accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Auditing
Practices Board An audit mncludes examination, on a test basis, of evidence relevant to the amounts and disclosures 1n the
financial statements It also mcludes an assessment of the sigmficant estimates and judgments made by the directors n the
preparation of the financial statements, and of whether the accounting policies are appropriate to the company's
circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtamn all the information and explanations which we considered necessary m
order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from
material misstatement, whether caused by fraud or other irregulanty or error In forming our opinion we also evaluated the
overall adequacy of the presentation of information 1n the financial statements

Opinion

In our opinion

 the financial statements give a true and farr view, m accordance with UK Generally Accepted Accounting Practice, of the
state of the company's affars as at 1 March 2008 and of 1ts profit for the 53 weeks then ended,

« the financial statements have been properly prepared in accordance with the Companies Act 1985, and

» the information given 1 the Directors' Report 1s consistent with the financial statements

KNG LY

KPMG LLP

Chartered Accountants
Registered Auditors
Edinburgh

17 July 2008



EWM (IP) LIMITED

PROFIT AND LOSS ACCOUNT
For the 53 Weeks Ended 1 March 2008

TURNOVER

Cost of sales

GROSS PROFIT

Selling and administrative expenses

OPERATING PROFIT

Net mterest payable and similar charges

PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION

Taxation

PROFIT FOR THE FINANCIAL PERIOD

Notes

11

53 weeks 52 weeks
ended ended

I March 24 February
2008 2007
£000 £000
5,482 5,082
(2,644) (2,594)
2,838 2,488
(2) (22)
2,836 2.466
(1,034) (1,041)
1,802 1,425
(1,317) (1,212)
485 213

There were no gamns or losses recogmsed 1n the period other than those dealt with in the profit and loss

account above



EWM (IP) LIMITED

BALANCE SHEET
At 1 March 2008

FIXED ASSETS

Intangible assets

CURRENT ASSETS

Debtors

CREDITORS amounts falling due within one year

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES

CAPITAL AND RESERVES

Called up share capital
Profit and loss account

SHAREHOLDERS’ FUNDS

1 March 24 February

2008 2007

Notes £000 £000

7 20,398 22,365

8 740 267
9 {15,103) {17,082)
(14,363) (16,815)

6,035 5,550

10 5,000 5,000

11 1,035 550

11 6,035 5,550

These financial statements were approved by the board of directors on 17 July 2008 and were signed o its
behalf by

Philp Day
Director

V. ok

David Houston
Darector
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EWM (IP) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 53 Weeks Ended 1 March 2008

ACCOUNTING POLICIES

Financial year
These financial statements are drawn up for the 53 weeks to 1 March 2008

Basis of preparation of accounts

The financial statements have been prepared under the historical cost convention and in accordance with
apphcable accounting standards The following accounting policies have been applied consistently 1n dealing
with items which are considered material mn relation to the financial statements

The company 1s exempt from the requirement of Financial Reporting Standard No 1 (Revised) to prepare a
cash flow statement as 1t 1s a wholly owned subsidiary of The Edinburgh Woollen Mill (Group) Limited and
1ts cash flows are included within the consolidated cash flows of that company

Turnover
Turnover represents goods and services supplied net of value added tax All turnover derives from continuing
activities m the UK and relates to one class of business

Intangible assets

Intangible assets acquired separately from a business are capitalised at cost. Intangible assets acquired as part
of an acquisiion of a business are capitalised separately from goodwill if the farr value can be measured
reliably on mitial recogmtion, subject to the constraint that, unless the asset has a readily ascertamable market
value, the fair value 1s limted to an amount that does not create or mncrease any negative goodwill anising on
the acquisition Intangible assets, excluding development costs, created within the business are not capitahsed
and expenditure 1s charged against profits i the year n which it 1s incurred

Intangible assets are amortised on a straight line basis over their estimated vseful lives up to a maximum of 20
years The carrymg value of intangible assets is reviewed for impairment at the end of the first full year
following acquisition and 1n other penods 1f events or changes 1n circumstances mdicate the carrying value
may not be recoverable

Deferred taxation

Deferred tax 1s recogmsed in respect of all iming differences that have oniginated but not reversed at the
balance sheet date where transactions or events that result m an obhgation to pay more tax in future or a nght
to pay less tax 1n future have occurred at the balance sheet date This 1s subject to deferred tax assets only
bemng recogmsed if 1t 15 considered more likely than not that there wall be smtable profits from which the
future reversal of the underlying timmg differences can be deducted Timung differences are differences
arisig between the company's taxable profits and 1ts results as stated m the financial statements whuch are
capable of reversal i one or more subsequent periods

Deferred tax 1s measured on a non discounted basis at the tax rates that are expected to apply 1n the periods n
which timing differences are expected to reverse, based on tax rates and laws enacted or substantively enacted
at the balance sheet date

Capital instruments

Shares are included 1n shareholders’ funds Other mstruments are classified as habihities 1f they contain an
obligation to transfer economic benefits and 1f not they are mcluded 1n shareholders’ funds The finance cost
recognised 1n the profit and loss account m respect of the raising of capital mstruments other than equity
shares, 1s allocated to periods over the term of each individual mstrument on a basis consistent with the level
of the carrying amount

DIRECTORS’ EMOLUMENTS

There were no directors emoluments paid in the peniod (2006/07 £Nil) All directors during both years were
members of a group defined benefit pension scheme Their remuneration 15 disclosed 1n the accounts of the
parent company



EWM (IP) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 53 Weeks Ended 1 March 2008

PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION

Profit on ordmary activities before taxation is stated after charging:

Auditors’ remuneration — audit services

STAFF COSTS
There were no employees of the company 1n exther period

NET INTEREST PAYABLE AND SIMILAR CHARGES

Interest payable on bank borrowings

TAX ON PROFIT ON ORDINARY ACTIVITIES

a. Analysis of charge for the period

Current tax
UK corporation tax on profits of the peniod
Adjustment 1n respect of prior periods

b. Factors affecting the tax charge for the period

Profit on ordnary activities before taxation

Profit on ordinary activities multiphed by the standard rate of corporation tax

m the UK of 30%

Disallowable expenses and non taxable income
Adjustment to tax charge in respect of prior pertods
Margimnal relief

UK transfer pricing

¢. Factors affecting the tax charge in the future

53 weeks 52 weeks
ended ended
1 March 24 February
2008 2007
£000 £000
2 2
53 weeks 52 weeks
ended ended
1 March 24 February
2008 2007
£000 £000
1,034 1,041
33 weeks 52 weeks
ended ended
1 March 24 February
2008 2007
£000 £000
1,320 1,199
(3) 13
1,317 1,212
53 weeks 52 weeks
ended ended
1 March 24 February
2008 2007
£000
1,802 1,425
541 427
788 772
3) 13

(3)

(6)
1,317 1,212

The Chancellor’s March 2007 Budget reduced the UK Corporation tax rate from 30% to 28%, effective

from 1 Apnl 2008

10



EWM (IP) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 53 Weeks Ended 1 March 2008

INTANGIBLE ASSETS
Intellectual
Property Goodwill Total
£000 £000 £000

Cost
At 24 February 2007 26,185 26,185
Additions 156 531 687
At 1 March 2008 26,341 531 26,872
Amortisation
At 24 February 2007 3,820 3,820
Provided during the period 2,654 2,654
At 1 March 2008 6,474 6,474
Net book value at 1 March 2008 19,867 531 20,398

Net book value at 24 February 2007 22,365 22,365

The wtellectual property nights are bemng amortised on a straight line basis aver the directors’ estumate of
therr useful economic hfe of a minimum of 8 years

The goodwall 15 bemg amortised on a straight line basis over the directors’ estimate of 1ts useful economic
Iife of 10 years

DEBTORS
1 March 24 February
2008 2007
£000 £000
Amounts owed by group undertakings 740 267

CREDITORS: amounts falling due within one year
1 March 24 February

2008 2007

£000 £000

Bank overdraft 14,600 16,615
UK corporation tax 347 308
Other creditors and accruals 156 159
15,103 17,082

The bank overdraft facility 1s secured by means of standard securities, legal charges, debentures, floating
charges and cross guarantees over all the assets of the company, the company’s ultimate parent, The
Edinburgh Woollen Mill (Group) Limited, and certain obliger group compames

11
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EWM (IP) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 53 Weeks Ended 1 March 2008

CALLED UP SHARE CAPITAL
1 March 24 February
2008 2007
£000 £000
Authonsed
5,000,000 Ordmary Shares of £1 each 5,000 3,000
Allotted, called up and fully paid
5,000,000 Ordinary Shares of £1 each 5.000 5,000

RESERVES AND RECONCILIATION OF MOVEMENTS ON SHAREHOLDERS® FUNDS

53 weeks 52 weeks

ended ended

Share  Profitand 2008 2007

capuital loss account Total Total

£000 £000 £000 £000

At begmning of penod 5,000 550 5,550 5,337
Profit for the period 485 485 213
At end of period 5,000 1,035 6,035 5,550

RELATED PARTY TRANSACTIONS

The company has taken advantage of the exemptions allowed under FRS 8 not to chsclose transactions with
other Group compamnes

CONTINGENT LIABILITIES

In conjunction with certamn other companies in the Group, the company has granted guarantees to secure the
loans, overdrafts and commutted revolving credit facihities of the compames m the group banking
arrangements as follows

I March 24 February

2008 2007
£000 £000
Commutted Revolving Credit and Ancillary Facilities 57,250 62,260

ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

The company’s ultimate parent company and controiling party 1s The Edmnburgh Woollen Mull (Group)
Limited, a company registered m Scotland
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