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VITALITY GROUP LIMITED

DIRECTORS' REPORT

The dircctors present their annual report and the audited financial statements for the year ended 30 September
2007,

PRINCIPAL ACTIVITY, TRADING REVIEW AND FUTURE DELEVELOPMENTS

The principal activily of the group is wrading as a whelesaler of oiletries. chemists' sundries and houschold
products,

During the vear the group suceessfully completed the planned closure of the warchouse in Dartford, part of its
acquisition of Stephens Wholesale Limited in 2006 and the stock and operations were transferred to the group’s
warchouse in north London.  In turnover (erms the various segments of the group’s business each had 2
satisfactory vear. the cxeeption being the expected deeline in turnover coming from independent pharmacists as
both their retail outlets and their toiletry business continue o go {0 the multiples. Turnover to other independent
retailers remained satisfactory as did the group’s business with other wholesalers,

Results of an internal investigation undertaken by the group discovered that there were significant errors in the
management accouns which were being presented 1o the directors. Further work showed that these crrors had
aiso heen inclnded in the audited accounts for the past few vears. A prior vear adjustiment has been required 1o
correct this and more details are included in note 4 to the accounts.

The directors have taken swift action to correct these errors and these accounts, the draft accounts tor 2008 and
projections poing forward now reflect the group’s true trading position.

The resuil of the directors managing the business without gecurate up to date managentent accoenting information
meant that gross margins and overheads were set at inappropriate levels and, in a year in which turmover grew by
4% 10 £50.888.235 and which should have beeca profitable and successful, the result was a pre-tax loss of
£1.338.451,

Singe the vear cnd very substantial cuts in overheads have been made and the group has cut back operations Lo
concenirate on ils core business of supplying retailers and wholesalers with a wide range of toiletrics and
houschold gocds.

Kev performance indicators

The directors manage the group on key indicators including growth, profitability and cash generation. Other
indicaters inchude the acquisition of new customers and the retention of existing customers and the acquisition of
new sources of supply. Overheads have iscreased markedly during the year but as mentioned above have been
cut substantially since the vear end.

Principal risks and uncertainties

The management of the business and the execution of the group’s strategy are subjecet 1o a pamber of risks, The
kev business risks and uncertainties affecting the group are the loss of key s1aff and the toss of credit rating with
key supphiors as this may impact on future margins.,

Risk management statement

The main risk facing the group is the loss of key sialT. However retention levels have continued to be heaithy
across the husiness. The manugers of the business regularly review their exposure to key cusiomers and are
satisfied that the business has a sufficientiy broad range of clienis.

The group is currently in discussion with the Bank of Scotland concerning the renewal of facilities. The durectors
appreciate that ihe business is reliant upon the support of Bank of Scotland.

The Directors are aware that the current econemic climate will present certain business challenges 1o the group
and as such have aimed 1o reduce overheads significantly,




VITALITY GROUP LIMITED

DIRECTORS' REPORT

RESULTS AND DIVIDENDS
The group loss for the veur after taxation and exceptional items was £1,355,963 (2006 - £527.029).

The directors declared and paid a dividend of £100,000 in respect of the year ended 30 September 2007 (2006 -
£200.000). Flus has subsequent!y been repaid o the group.

DIRECTORS

The directors of the group whe served throughout the year were:
A R Deacon (Chainnan)

AW Campbell (resigned 12 November 20083

N LEdden

U Rosen

DIRECTORS' INDEMNITIES

The group has made qualifying third party ndemnity provisions tor the benefit of its directors. which were made
during the venr and remain in force at the dute of this report.

DISABLED EMPLOYEES AND THE ENVIRONMENT

The group palicy in respeet of disubled persons is that their gpplications tor emplovmen are always fully and fairly
considered, bearing in mind the abilities of the applicunts coneerned. In the ¢vent of a member of stult becoming,
disubled every effort is made to ensure that histher emplovinent with the group continues and where necessary
appropriate training is arranged. Training, carcer development and promotion for disabled persons should, as tar as
possible, be identical with that for other emplovess in similar gradings.

The group encourages emplovees w recyele waste materials wherever possible. und s considering  the
environmental impact in its sourcing of products and other comsumables,

EMPLOYEE CONSULTATION

The divectors and managers ol the group pluce considerable value on emplovee meetings. Information on maliers
affecting employees and on factors affecting the performance of the group s disseminated ot such meetings.
Employer involvement und contribution are encouraged throughow the group operations.

AUDITORS

Each of the persons who 15 a directer at the date of approval of this report confirms thai:

(17 50 far as the director is aware, there is no relevant audit informanien of which the group's auditors are unaware:
and

(2) the director has taken ajl the steps that he/she ought 10 have taken as a director in order 1o muke himscitherself
aware of any relevant sudit information and 10 csiablish that the group's auditors are awure ot'that information.

This confinmation is given and should be interpreted in accordance with the provisions of $234ZA of the
Compuanies Act 1985,

Approved by the Bourd and signed on its behalf by:

Director

6 February 2000




VITALITY GROUP LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable Iaw and regulations.

Conmpany law requires the directors (o prepare financial statements for cach financial vear.  Under that Jaw the
directors have elected o prepare the financial statements in accordance with United Kingdom Generally Aceepted
Accounting Practice tUnited Kingdom Accounting Standards and applicable law). The financial siatements are
required by Jaw to give a true and Tair view of the state of affairs of the company and the group and of the profit or
loss of the group for that perind. In preparing these financial statements, the directors are required o

« select suitable accounting policics and then apply them consistently;
» make judgements and estimates that are reasonable and prudent;
s state wheiher applicable United Kingdom Accounting Standards have been followed. and

s prepare the financial statements on the going concern basis unless i s ingppropriaic to
presume that the group will continue in business.

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any
tune the financial position of the company and of the group. and to cnable them to ensure that the financial
stalements comply with the Companies Act 1985, They are also responsible for safeguarding the assets of the
company and of the group and hence for 1aking reasonable sieps for the prevention and detection of {raud and other
irregularitics,




INDEPENDENT AUDITORS' REPORT TO THE MEMBFERS OF
VITALITY GROUP LIMITED

We have audited the group and parent compaay linancial statements (the ~financial statements”™) of Vitality Group
Limited for the vear ended 30 Seprember 2007 which comprise the consoliduted profit and loss account, the
vensolidated und company balance sheets. the consolidaed cash flow statlement, the notes 1o the consolidawed cash
Now statement and the related notes 1w 29, These fnancial staements bave been prepared under the uccounting
policies set out therein,

This repert is made solely w the group's members, as a body, in accordance with section 235 of the Companies Act
1985, Our audit work has been undertaken so that we might state to the group’s members those maiers we are
required to stale to them in an auditors’ report and for no other purpose. To the tullest extent permitied by law, we
do not accept or ussume responsibiiity 10 anvone other than the group and the group’s members as a body. for our
audit work, for this report. or {or the opinions we have formed.

Respective responsibilities of directors and auditors

The directors” responsibilities for preparing the Annual Report and the financial statements in accordance with
applicable faw and United Kingdem Accounting Standards (United Kingdom Generully Accepted Accounting
Practice) are set oul in the Staement of Directors” Responsibifinies.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulstory requirsinents
and Intermationa) Standurds on Auditing (UK and leeland}.

We report o you our apinion as 1o whether the financial statements give @ true and fair view and are properly
prepared in accordanve with the Companies Act 1985, We also report whether in owr opinion, the information
aiven it the Directors’ Report is consistent with the financial statements.

In addition we report 1o vou if. in our opinion, the group has not kept proper accounting records, if we have nos
received all the information and explanations we require for the audit, or if infarmation specified by Law regarding
directors” remuneration and other transactions is not disclosed.

We read the other informution contained in the Annual Report and consider whether iU is consistent with the
audited financizl statements. We consider the implications for our repont i we become awure of any apparent
missitements or material incensisieneies with the financial siatements. Our responsibilities do aot extend to any
further infonmation outside the Aniaal Report,

Basis of audit opinion

We conducied our augit in accordance with International Standards on Auditing (UK and treland) issued by the
Auditing Practices Board, except that the scope of our work was limited as explained below, An audit includes
examination. on a test basis, of evidence relevant 1o the amounts and disclosures m she financial statements. Italso
includes an assessment of the significant estimates and judgements made by the directors in the preparation of the
financial statements. and of whether the accounting policies are appropriate 10 the company's and the group’s
circumstances. consistently applied and adequately disclosed.

We planncd our audit so as 1 obtain all the information and explanations which we considered necessury in order

w provide us with sulficient evidence to give reasonable assurance that the financial swements are free from

material misstatement, whether crused by {raud or other irregalarity or error. However, the evidence available to

us was limited because:

. as indicated in note b, one of the compuny’s subsidiartes, Stephens Whelesale Limited (Stephens™) was
placed into hguidution alier the year end. The directors of the company have been restricted in their access
10 the accounting records of Stephens which support the numbers usetd in the consolidation, and

consequently we hitve been unable to obtain sullicient appropriate sudit evidence in respeet of turnover of

£2.496.34Y invluded i the consolidated profit and loss accoum and the imercompany bukmee in the
company balance sheet of £135.542 owing 10 Stephens. There were no other satistactory audit procedures
that we could adoept Lo contirm that the turnover was properly recorded. Had we been able 10 obtain
sufficient appropriote audit evidence, group turnover and intercompany credilors may have been higher or
hywer: and

i
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS
OF VITALITY GROUP LIMITED (continued)

. the directors have prepared profit and cash flow projections to September 2010 and management account
have been preparcd up to Qctober 2008, Management accounts have not been prepared from Qctober 2008
1o the date of approval of these financial statements. [n the absence of adequate evidence, we have been
unable to conclude as to the applicahility of the going concern basis, the circumstances of which, 1ogether
with the ¢ffect on the linancial statements should this basis be inappropriate, are set out in note 2.

In forming our opinion we also evaluated the overall adequacy ol the presemtation of information in the financial
statements.

Opinion: disclaimer on view given by the financial statements

Because of the possibie effect of the limiiations in evidence available to us rezarding going concern. we are unable
 form an opinion as 1o whether the financial statements:

o give o vrue and fair view, in accordance with United Kingdom Generally Aceepted Accounting Practice.
of the state ol the group’s affairs as at 30 September 2007 and of the group’s loss for the vear then ended:
and

s have been properly preparced in accerdance with the Conpanies Act 1985,

In respect of the Hmitation on our work relating o the trnover oft and intercompany balance with, Stephens
Whoiesale Limited and on our work relating to the appropriateness of the going concern basis:

» we have noi obtained all the information and cxplanations thai we considered necessary tor the purposes
o our audit: and

o solely in respect of the Stephens Wholesale Limited work. we were unable 10 determine whether proper
accounting records have been kept,

Notwithstanding our disclaimer on the view given by the financial statements, in our opinion the information given
in the Directors” Repert is consistent with the financial statcments,

)u(s\u\ A}

Deloitte LLP

Chartersd Accountants and Registered Auditors
Cambridge. United Kingdon

6 ﬁ-bm...? AR




VITALITY GROUP LIMITED

CONSOLIDATED PROFIT AND LOSS ACCOUNT
Year ended 30 September 2007

Notes

Turnover 3
Costof sales
CGross profit
Operating cxpenses:

exceptional 8

other
Other operating income
Operating (loss) profil 3.9
Finance charges (nei) 7
Loss on ordinary activities before taxation
Tux on loss on ordinary activities 3
Loss for the financial year 15

The above resulis all derive from cantinuing operations.

STATEMENT OF TOFAL RECOGNISED GAINS AND LOSSES
Year ended 30 September 2007

Loss for the financial perind
Prior vear adjustment (note 4)

Total puing und losses recognised since last anncal repert and financial
stalements

2006

restated

2067 {note 4)
£ £

50888238 48.859,00635
(44,729.7235) 143451470}

6138510 5407389

(940.053)  (314.861)
(6,223,428) (5.140.993}
112808 196,350

{892.063) 148,083

{447,388) (310843}

(1.339451)  (162,758)

(16,312} (164,271)

(1.3535.963) (327,029

2007 06
£ £

(1.353.963)  (327.029)
{2,728,792) -

(4,084,755} {327.029

I




VITALITY GROUP LIMITED

CONSOLIDATED BALANCE SHEET

30 September 2007

Fixed assets
Goodwill
Investments
Tangible asscts

Current assets

Stocks

Debtors

Cash in hand and ot bank

Creditors: amounts falling duc within one

vear

Net current {liabilities) assets
Total assets less current liabilities

Creditors: amounts falling due after more

than one year
Provisions for liabilities
Net asscls
Capital and reserves
Calied up share capital
Share premium geeournt
Caupital redemption reserve

I'rofit and loss account

Total sharcholders® funds

These financial statements were approved by

Sioned on beball of the Board of Directors

Rosen

Dirgctor

Note

1o g Lo B

17

18

L S e L

(&S]
n

2007
£ £
1,115,439
1
270,996

1,386,436
3.700.945
6,970,186
38.109
12,709,540
(13.003.068)

{2U8,328})

1,087,908

(426.000)

1,118,294
999.085
392,999

(1,974.004)

536374

TE——

2006
{restated - note 4)
£ £

2,249,004
|
399,873

2,649,778
6,772.890

6.946.1 06
236,040

13,975.036
(12,426,480
1,548,556

4.198.334

(1.851.136)

{314.861)

1,002,337

1,118,264
999,083
392,999

(518.041)

1.992,337

msmm——

the Board of Dircctors and authorised for issue on 6 February 2000.




VITALITY GROUP LIMITED

COMPANY BALANCE SHEET
30 September 2007

Fixed assets
Goodwilk
Investments
Tangible assets

Current assels

Stocks

Debtors

Cush at bank and in hand

Creditors: anounts faling due within one
vear

Net current linhilities

Total asseis less current liabilities

Creditors: amounts falling due after more
than one year

Provisions for liabilitics

Capital and reserves
Called up share capitul
Share premiun: account
Captial redemption ceserve
Profitand loss account

Fotal sharcholders” funds

Note

16
b7

18

14

20

[
=

1 b b T
A L

whoL

h

(=)
vl

2007

5,700,943
6.922.133
6,337
12.629.415

(14,495 037)

1046
(restated - note 4)

£ £ £
1,083,926 806,110
1.378.040 3.346.743
270,996 202022
2,742,962 4,645777

6.013.618

5.724.391

498

11,738.707

(12.176,063%)

(1.865.622) (437.3358)
877,340 4208414
(426,000) (1.873.000}

. (314.861)

451,340 2.018.558
1,118,294 LETH.294
999.083 999.085
392,99y 382,599
{2.059,038) (491.820)
451,340 2018,558

These Tinancial statements were approved by the Board of Dirgctors and authorised for issuc on 6 February 2009,

Signed on hehalf of the Board o1 Direciors

Rosen

Director




VITALITY GROUP LIMITED

CONSOLIDATED CASH FLOW STATEMENT

Year ended 30 September 2007

Note

Net cash (ontflow) inflow from opecatiog
activities A

Returns on investinenis and servicing of
finance

Interest paid (ret)

Taxation

Capital expenditare and financial
investment

Purchase of lmgible fiacd assels
Sale of angible fined assets

Net cash outflow from capital expenditure
and financial investment

Acquisitions and disposals

Payments o acquire investment in subsidiary
Dividends paid

Net cash outflow hefore financing
Financing

New loans
Capital clement of finance lease contracts

Net cush towflow) inflow from financing

{Decrease) increase in cash C

2007

(447.388)
{80.836)
(37.171)
7,493
{29.679)
{100.000)
1.A431.7H)G
{5,778)

(5.778)

(1.137.548)

2006
restated (nole 4)
£

(310.843)

(203.597%)

{86.396)

(86.596)
(2.006.868)

{200.000)

(271.832)

1,250,000
131.892)

£,218.108

946,276

10




VITALITY GROUP LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

Year ended 30 September 2007

Al Reconciliation of operating (foss) profit to net cash (outflow) inflow from operating activities

Operaiing {loss) profit

Depreciation and minortisation and impairment of goodwill
Decrease in stocks

(Increase) decrease in debtors

{Decrease) increase in creditors

{Decrease) increase i provisions

Loss un sale of fixed assels

Prior vear adjusiment

Net cash {outflowy inflow from operating activities

B. Analvsis of net debi

Cash in hand und a: bank
Bank overdrafl
Inveice discounting

At

1 Qctober
2006
restaied
(note 4)

£

256,040
(1.478.702)

2007

£
(8Y92.063)

1,291,322

1,071,945
(36.299)
(2.021.149}
(189,327)

1.699

1

2006
restated
{(note 4}
Fd

148.085
287,782
356.8%9
1,359,052
2,127,465
314,861

(2,028.0060)

(773,867)

1,536,072

At

Cash 30 September

flow

£

(217,931
{28452
(1,190,66%)

2007
£

38,109
{1.507.654)
(4413271

Bank loan
Financy leases

(4.445.268)
(1,230,000
(5,778)

{(1.437.548)

5.778

(5.882.816)
(1,250.000)

Total

(3.701.046)

(1.431,770)

(7,132.816)

C. Reconciliation of net eash flow 10 movement in act debt

{Decrease) invrease in cash in the year
Cush outltow frum decrease in debt and lease financing
Bank ioan

Change in net debt resubting from cash flows

Muovement in net debt in the year
Net debe at start of vear

Net debt at end of vear

2007

£
(1.437.548)

5,778

2006
restuted
{note 4)

£

946.276
31,892
(1.250.000)

(1431770}

(271,832)

(1,431.770)
(5.701,046)

(271,832)
(5.429.214)

(7,132.810)

(5,701,046)




VITALITY GROUP LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
Year ended 30 September 2007

I

ACCOUNTING POLICIES

The pacticular accounting policies adopted by the directors. which have been applied consistently throughout
the current and preceding vear, are deseribed helow,

Basis of preparation

FThese finanvial statements have been prepared under the historical cost convention. on a going concern basis
and i accordance with applicahle United Kingdom accounting standards.

Basis of consolidation

The consolidated profil and Toss accownt and balance sheet include the financial statements of the company and
all its substdiary undertakings drawn up to 30 September 2007, On 10 Juae 2008 a liguidator was appoisted 10
one of the company’s subsidiaries Stephens Wholesale Limited. As such the directors have been limited as
their access to the accounting records of Stephens Wholesale Limited 1o support the numbers used in the
consotidation. and consequently we have been unabie to obtain sufficicnt appropriate audis evidence in respect
of wrnover of £2.496.349 incivded in the consolidated profit and loss account and the intercempany baiance in
the company batance sheet of £135.542 owing 1o Stephens.

Acquisitions and disposals

On the acquisition of & business fair values are attributed to the group's share of net separable assets, Where
the cost of acquisition exceeds the fair values altributable 1o such net assets, the difference is treated as
purchased goodwill and capitalised in the balance sheet in the year of acquisition. The resalis and cash flows
relating o a business are included in the consolidated profit and toss account and the consolidated cash flow
stasement from the daie of acyuisition.

Investments
Fixed asser investments are shown ai cost less provision for impairment.
Goadwill

Goodwill arising on consolidation represents the differences between the fair value of consideration given and
the fair value of the idemtifiable net asseis acquired.  Goodwill arising on acquisition of subsidiarics and
husinesses s capitalised within mntangivle fixed assets and is amortised over 13 years.

Stocks

Stacks are stated at the lower of cost and net realisable valuc,

Turnover

Tusnover represents the invoiced value of goods sold and services provided duriag the year, net of VAT,
Tangible fixed assets |

Depreciation is charged on o monthly basis with depreciation being charged in the month of addition and the
menth of disposal, Depreciation on tangible fixed assets has been provided at the following rates. in order 1o
write off the assets over their estimated useful lives:

Leaschold improvements Over lerm of lease
Plaut, fixtures and fistings 1) - 50% per annum
Motor vehicles 23% per annum




VITALITY GROUP LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
Year ended 30 September 2007

1.

ACCOUNTING POLICIES (continued)

Taxation

Current tax is provided at amounts expected to be paid (or recovered) using the tax rates and faws that been
endcted or substantively enacted by the balance sheet date.  Deferred tax is provided in full on timing
differences which result in an obligation at the balance sheet date 1 pay more tax, or a right to pay less wy, at a
future date, at rates expected o apply when they erystaliise based on cutrent 1ax rates and lew, Differences
arise from the inclusion of items of income and expenditure in taxation computations in periods ditferem from
those in which they are included in linancial statements. Deferred tax assels are recognised 1o the extent that it
is regarded as more fikely than not that they will be recovered.  Deferred tax assets and liabilitics sre not
discounted.

Pension costs

Retirement benedits 1o cenain employvees of the group are provided by defined contribution schemes which are
funded by contributions from the group and the employees. Payments are charged against the profit and loss
aveount in the year in which they become puvable.

Leases

Assets held under finance leases and the related lease obligations are recorded in the balance sheet at the fair
value of the leused assets at the inception of the lcases. The amounts by which the Jease pavments exceed the
recorded lease obligations are treated as finance charges which are amortised over each lease lenm to give o
constant rate of charge G the remaining balance of the obligation.

Rentul costs ander eperating heases are chareed 10 the profit and loss account in equal quarterly amounts over
the pertods ol the leases.

GOING CONCERN
The linancial statements have been prepared on the going concern basis which assumes that the group will
continue in operationad existence tor the foreseeable fulure.

The group is dependant on the support of its bunkers in order 1o continue as a going concern. The directors are
hokling discussions with the group’s bankers conceming the group’s shart term wading position, general
prospects und the continued bank suppurt. The outcome of these discussions inay cast significant doubt on the
aroup’s ability 1o continue as a going concern and, therefore, it may be unable 1o realise its assets and discharge
its liubilities in the nonmal course of business.

The directors have prepared management accounis for the period w0 30 September 2008 which show a sinall
profit and have prepared profevied information in order to consider the period © 3¢ September 2010,
Muanagement sccounts for the period after 31 October 2008 1o the date the directors signed these accounts have
not yel been prepared.

The directors consider it appropriate te prepure the tinancial statements on the going concern basis. However
in the absence of adequite evidence and management accounts 16 the dale of signing. and without u
confirmation from the group's bank for continued support for a twelve month period, the auditors have not
been able te conclude on the poing concern basis of the group and a disclaimer 1o the gudit opinion has been
given in respect of this. The financial statements do not include any adjustments that would result from a
withdrawal of support by the group’s bunkers,

ANALYSIS OF TURNOVER, OPERATING (LOSS) PROFIT AN NET ASSETS

All wrnover, operating (lossy profit and aet assets are derived from the company’s and group’s principul
activity which originated in and is derived from the United Kingdom,




VITALITY GROUP LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

Year ended 30 September 2007

PRIOR YEAR ADJUSTMENTS

Investmenis and goodwill were incorrectly stated in the year to 30 September 2006 following the acquisition of
Stephens Wholesale Limited. A prior year adjustment has been made to reflect this change. In the company
balance sheet this has resulicd in goodwill being restated to £806,110 as opposcd to £2.234 813, Investiments
have been restaied as £3,546,743 as opposed to £2,118.040. In ihe consolidated balance sheet this has meant
that goodwill has been restated to £2,249,904 as opposed to £2.234,815 and debtors have been restated to
£6.446.106 as opposed 10 £6.461,193,

The overall effect of the above impacied only the balance sheet as at 30 September 2006 with no cffect to the
profit or loss account.

A further prior year adjustiment relates 1o the restatement of resubts for the years ended 30 September 2002 1o
30 September 2066 folowing the elimination of old debit balances on the purchase ledger.

The effect of the prior vear adjustment has been o increase creditors by £3.228.792 and reduce reserves by
£2.728.792 (after taking into account the tax effeci of this adjustment).

The comparative igures in the primary statemenis and notes (o the financial statements have been restated 1o
reflect the adjustment made.

DIRECTORS EMOLUMENTS

2007 2006
£ £

386.061

L)
=
'
LN
=
=

Remuneration

Ong director is a member of the pension scheme (2006: one). In 2006 pension contributions made in respect of
directers were L1439 {2006; £12,392),

2007 2006
£ £
Highest paid director
Dircetor’s remuneration 160000 160,000
EMPLOYEE INFORMATION
2007 2006
£ £
Staff costs (proup and company)
Wages and salavics 2697358 22354077
Social seeurity cosls 272,045 224,379
Pension ¢osts 13,227 [3.843

24982626 2465651

No. No.
Average number of persons cmployed
Sales and distribution 88 R4
Administration 9

97 92




VITALITY GROUP LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
Year ended 30 September 2007

FINANCE CHARGES (NET)

[nterest on overdradts and bank loans
Finanve leuses and hire purchase contracts
Interest received

EXCEPTIONAL ITEMS

(Decrease) increase in onerous lease provision
Restructuring costs

Impairment 1o tixed asset investiment
Inpairment w goodwill

OPERATING (LOSS) PROFIT

Operating (loss) profit is stated aflter charging

Depreciation charge for the yoeur
- owned
- held under hire purchase
Goodwill amortisation
Auditors” remuaeration {Company and Group)
- audit fees
- other services
Rentals under operating leases - land and buildings
- other

2007 2006
£ £
(449,668)  (309.000)
- (1.844)
2280 !
(497.388)  (310,843)
2007 1006 1
£ £ :
(189,327) 314,86l
73.004 ;
108.806 .
Y47,570 .
940,053 314,861
2007 2006
£ £
156,857 163.123
- 4939
105.760 $9.730
47,000 4,500
12,000 12,500
577,639 612,068
19.978 .




VITALITY GROUP LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

Year ended 30 September 2007
1. TAX ON LOSS ON ORDINARY ACTIVITIES

2606
restated
2007 (note 4
£ £
Current tax
United Kingdom corporation tax charge at 30% (20006 - 308%)
Lased on the resuh for the vear 58441 3.082
Adjustment in respect of prior years (53848} 168503
4,393 174,577
Beferred taxation
Onginavon and reversal oftiming differences 11.919 (10106
16512 164,271

The tax assessed for the year differs from that resulting from applying the standard rute of corporation tax in

the UK: 308 (2006: 30%).

The difterences are explamed below:

)

PRI

restated

207 {nute 4)

£ £

Loss on ordinary activities before iax (1,339450)  (162.758)

Tax m 30% thercon; {401.835) {i8.827)
Effects of:

Fxpenses not deductible for tay purposes 344813 35393

Capital allowances in deficit of depreciation 12,109 10,637

Maovement in shori term timing differences 743 8777

Marginal relief (13.400) -

Tax losscs carricd forward 116,011 -

Adjnsunent in respect of prior years (53.848) 168,395

Current tax charge for vear 4,593 174,377

In March 2007 the UK government announced that they would introduce tegislation that would reduce the
corporation tax rate to 28% with effect from | April 2008, The legislation was substantially enacted in June
2007. The effective tax rate for any current tax charge for the year ended 30 Scptember 2008 would be

reduced aceordingly.

b, (LOSS) PROFIT ATTRIBUTABLE TO THE COMPANY

‘The loss for the fnancial vear dealt with in the financial statements of the paremt company was L1.467.218
(2006 - loss of £307.320 as reswated, profit ef £393,412 as previously stoted). As permitied by 5230 of the

Companies Act 1983, no separate profit and loss account is presenied in respect of the company.




VITALITY GROUP LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
Year ended 30 September 2007
1. DIVIDENDS

2007 2006
£ £
fmerim dividend paid - 8.9p per ordinary share (3006: 17.8p) 100,000 200,000
iy December 2008 the 2007 dividend was vepaid to the parent company.
13, GOODWILL
Group (restafed -
note 4)
Cost £
At 1 October 2006 und 30 September 2007 2542377
Accumulated amortisation
At 1 October 2006 {restated - note 4) 292475
Charge for the year 105,760
Empairment during the vear 1,028,703
AL 30 September 2007 1.426 938
Net book value
At 30 September 2007 [LE15.439
AL 30 September 2006 frestated - now ) 2,249 904
Company (restated -
note 4)

Cost £
At 1 October 2006 1098583
Addivions during the year 1,422,281
At 30 September 2007 2,520,864
Accumulated amortisation
At ] Octuber 2006 (restated - note 4) 292473
Charge for the period 105,760
Impairment during the year [.028,703
At 30 September 2007 1,426,938
Net book value
A1 30 Seprember 2007 [,U93,9260
AL 30 Seprember 2000 (resisied - note 3) S, 110

The company ondy goodwitl relates 10 Marsmn (Fancy Goods) Limited whizh was acquired in 2002,




VITALITY GROUP LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

Year ended 30 September 2007

14, FIXED ASSET INVESTMENTS

Other
investments
Group £
Cost
At T Qctober 2000 and 30 September 2007 i
Shares in
subsidiary Other
Compiny undertakings  invesiments Total
£ £ £
Cost
At 1 October 2006 (restated - note 4) 3,518,744 | 3.546,745
Impairment (2.168.703) - (2,168.705)
AL 30 Sceptember 2007 1.378.039 1 F.378.040
All the above investmenis are unlisted
Country of incorporation Proportion of ordinary
Subsidiary undertakings and operation Aclivity shares held %
Marsam (Fancy Goods) Limited Uk Non-trading H00%
Stephens Whotesale Limited UK Non-trading 1002

I8




VITALITY GROUP LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

Year ended 30 September 2007
15.  TANGIBLE FIXED ASSETS

Piani,

Group Leasehold fixiures Molor

improvements and fittings vehivles Total

£ £ £ £

Cost
At 1 October 2006 434,933 738,993 114,266 1.328.214
Additions - 27,183 9,980 7075
Drisposals - (190.258) (16,404 (230,667}
AL 30 September 2007 454 955 395928 77.837 I.128,720
Accumulated depreciation
Al October 2006 327.659 523.661 77,02% 928,341
Charge tor the year 42,432 91,227 23,104 [56.857
Disposuls - (190,258) (37.216)  (227.474)
A1 30 September 2007 370,091 424,630 63,003 357,724
Net bauk value
A1 30 Sepiember 2007 $4.864 171,298 1,834 270,996
Al 30 Seprember 2006 127,296 235,332 37,245 399875

Fixed assets include fems of plant, fixteres and fittings and motor vehicles with u cost of £nil (2006: £19.717)
and accumulated depreciation of £nil (2006: £9.859) which are held under hire purchase or finance leases,

Plant,

Conmpany Leasehold fixtures Motor

improvements and fittings vehicles Total

£ £ £ £

Cost
At 1 October 2006 454,953 476,279 144,171 1,035,408
Additions - 27143 9,980 37473
Transfer from sebsidiary - 282714 - 282,714
Disposuls - (190.238) {(36.314)  (226,572)
Al 30 September 2007 454,935 595,928 77.837 1,128,720
Accumulated deprecintion
At | October 2006 327.639 344,173 70,651 742,483
Charge for the year 42,432 81134 22667 146,253
Transter from subsidiary - 189.501 - 189,561
Drisposals - (190.238) (303155 {220,573)
A1 30 September 2007 370091 424,630 63.003 857.724
Net book viilue
Al 30 September 2007 84 864 171,298 14,834 270.996
AL 30 September 2006 127.296 132,106 33,520 292,922

19




VITALITY GROUP LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

Year ended 30 September 2007

16, STOCKS

All stocks held by the company and the group are finished goods for resale.

17.  DERTORS

Group

2006
{restated -
note 4)

£

3406464
684.674
343.049
300,000

11.919

Company
2016
(restated -
2007 nete 4)
£ £

S.10H.867
706,880
613,386
560,000

4.286.554
606,230
303,552
500.000

28.05%

2007

£

Trade debiors 5432177
Other debiors 724923
Prepavinents 613,385
Corporation tax 500,000
Deferred tax asset {note 23} -
6,970,486

6.946.106

6,922,135

5724391

1%.  CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Group Company

2006 2006

(restated - {restated -

2007 note 4) 2007 note 4)

£ £ £ £

[ank overdraft and loan 2737654 1478701 2737.65d 1.478.702

[nvoice discounting 4413.271 3,222,608 4413271 3.222.600

Amounts due w subsidiary undertaking - - 1.507.069 1441277

Trade creditors 515230 e.623610 5418230 5153412
Obligations under finance leases and hire purchase

contracts (noie 22 - 3978 - 3778

Corporation tax 153.620 260,962 133,320 212,345

Other tixation and social scourity costs 67,797 317,478 67,797 223436

Aceruals and other creditors 191,495 407.343 191.495 328,509

Yelerred consideration 309,000 110,000 309,000 110,060

13,008,068 12426480 14405037 12176065

Fhe invoice discounting facility is secured on the relevant irade dehtors. The bank overdraft and loan are

sccured against i debenture over the entire assets ol the Group,
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VITALITY GROUP LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
Year ended 30 September 2007

1Y,

20.

CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

Group Company
2007 2006 2007 2006
£ £ £ £
Between one and two vears
Deferred consideration 206,000 175,00 206,000 175,000
Ieferred tax - 16,136 - -
Bank loans - 416,667 - 416,067
Between {wo and live vears
Deferred consideration 220,060 450,000 220,000 450,000
B3ank loans - 833333 - §33.333

426,000 1.891.130 426,060 1875000

PROVISHONS FOR LIABILITIES AND CHARGES

Group Company
2007 2006 2007 2006
£ £ £ £
Between one and (wo years
Ixceptional itens {onerous lease) 125,534 220.861 . 220,861
Between one and two vears
Exceptional item (onerous lease) - 24,000 - Y, 000
125,534 314,801 . 314861

In 2006 an amount of £3 14,861 wus charged 10 the group profit and loss account in respect of costs incurred in
reni and rates charges Tor a lease property acquired with Stephens Wholesule Limited. In 2607 £189.327 ol this
provision has been released into the group profit and foss,

DEFERRED CONSIDERATION

The aecrved deterred consideration is in respect ef the acguisition of Stephens Wholesale Limited, is payable

on the anniversary of cumpletion for four vears and is un estinate. The actual amouni payable will depend on
the profits of the acquired company it the tour vears 1o 28 July 2010, These amounts are shown in note 18 and
note 19,




VITALITY GROUP LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
Year ended 30 September 2007

[ )
(]

et
L

OBLIGATIONS UNDER FINANCE LEASES AND HIRE PURCHASE CONTRACTS

The company is committed 1o tie foilowing minimum payments under finance feascs and hire purchase
contragls

2007 006
Group and Company £ £
Pavable within one vear or less - 6.014
Future finance charges included - (241
Creditors due within one year - 5,718
Finanee leases are charged over the assets to which they relate.
DEFERRED TAX ASSET
Group Company
007 2006 2007 20006
£ £ £ £
Movement on deforred faxanon balunce in the year
Opening balance i1.919 18.262 - 18,262
Crediv/(charge) 1o the profit and loss accourit (11,919 {6,343) - 9,793
Closing balance - 11,919 - 28.055
Analvyiy of deferred tav balance
Capial allowances in excess of depreciation - 9,090 - 28226
Short tenm timing differences - 2.829 2829
Dieferred tax asset - 11,919 . 28,055

Factors ihat inay affect future tax charges

The company has capilal allowance in excess of depreciation and short term timing difterences of £30.215. A
deferred tax asset has not been recognised in respect of these as, based on detailed budgets. the company docs
not anticipate taxable profits arising within the immediate future.




VITALITY GROUP LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

Year ended 30 September 2007

-
-

1~
W

1.

CALLED UP SHARE CAPITAL

Authorised:

1.1 18.294 ordinary shures of £1 ¢ach

Called up, allotted and Telly paid:
1.618.294 ordinary shures of £1 vuch

2007 20006
£ £
b118.294 1,118,294

£ 118,204 F118,294

COMBINED STATEMENT OF MOVEMENTS ON RESERVES AND SHAREHOLDERS' FUNDS

Group

AL F October 2006 as
previously stuted

Prior year adjustment
{note 4}

At 1 October 2006 as
restated

lLoss tor the financial
year

Dividends {note 12)

At 30 Seprember 2007

Company

AL T October 2060 us
previously stated

Prior year adjustiment
inow 1)

Al L Ouviober 2006 as
restated

Loss [or the financial
vear

Dividends (note 12)

At 30 September 2007

Share- Capital Profit
Share premium redemption and loss Total Total
capital accouni reserve account 2007 2006
3 £ 4 £ i {
.118.294 LL9.u8s 392999 2210.75F 4721120 4347426
- - - (2728.792) (2,728.792)  (2.028,060)
F118.294 996,085 392.944 (318.0410 1992557 2319360
- - - (1,335963) (1,355.963) {327.029)
- - - (100.000)  (100.600)  (200.000)
i.1E8.294 VOG.083 392.999  (1,974,004) 536.374 1,902,337
FER294 999 085 392,999 2236972 4747330 4553938
- - (2.728,792) 2,728,792y (2.028.060)
F1i8,294 999.085 392,999 491,82y 2.018,558 2525878
- - - (1, 467.218)y (1467218}  (307,320)
- - - (100,000 (100.000y  (200.000)
1.118.294 999,085 392,999 (2.059.0538) 451,340 2018358
23




VITALITY GROUP LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
Year ended 30 September 2007

26, RELATED PARTY TRANSACTIONS

During the vear. a repayment of £nil {2006 - £60.1 1 2) was made by Active Participation Limited. a company of
which A R Deacon is a director. The amount relates 1o recoverable fees previousty paid 1o that company for
divectors’ services. During the vear there were purchases made from Stephens Wholesate Limited 1o Vitality
Group Limited of L088.469 (2006 - £223.683) and sales and costs incurred made to Stephens Wholesale
iimited from Vitality Group were £139,199 (2006 - £134.028). On § March 2007 the trade and asscts of the
subsidiary Stephens Wholesales was hived up into Vitality Group Limited. The wade and assets were
wransferred at a value of £93.153 (the fair value was £1,515,346) and goodwill in the company was created of
£1.422.193.

There are no other related party transactions requiring disclosure under the terms of Financial Reporting
Standacd No 8.

27 OPERATING LEASE COMMITMENTS UNDER NON-CANCELLABLE OPERATING LEASES
ARE AS FOLLOWS:

2007 2006
£ £
Land and  Land and
Group and Company buildings buildings
£ £

l.eascs which expire:
Less than one vear 568,000 -
Within two - five vears 188.000 568.000
Over five years - 188.000

E.casc: of fand and buildings are tvpically subject 10 renf reviews at specified imervals and provide for the
lesseq 1o pay afl insurance, maintenance and repait costs.

An onerous contract provision of £123.333 (2006 - £314.861Y has been included in the balance sheet in respect
of one of the ubnve leases see note 20

28,  CONTROLLING PARTY

The company is controfled by A R Deacon, a director of the company.




VITALITY GROUP LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
Year ended 30 September 2007

POST BALANCE SHEET EVENTS

On 10 June 2008 a Hquidator was appointed to the subsidiary Stephens Wholesale Limited and the entity was
placed into voluntary liguidation.  The investment in the subsidiary has been fully impaired in the 2007
company balance sheet.

In July 2008 the group lost a contruct with a material customer. This contract was signitficant in desernining,
the goodwill created upor the hive up of the business and assets from the subsidiary 1o Vitlity Group Limiwd.
The value of the goodwill in the balance sheet at 30 Seplember 2087 was £400,000. An impuinment review
will be carried o m the Hnancial statements tor the group vear ended 30 September 2008,

At 30 Sepranber 2007 there was deferred consideration of £309.000 disclosed i creditors due in less thar one
vear and L4206 0080 disclosed in creditors due alter mwore than one year, This was due tollowing the purchase of
the subsidiary Stephens Wholesale Limited in 2006, £118,774 was paid shortly after the year end. The
censideration was linked to the performance of the contract mentioned above and following its oss, the
vonsideration omstanding at the date the accounts were signed was £95,785 and the remainder wilt be written
off in the 2008 fnancial statements,

Asg stated, in note 12, i Devember 2008, the sharebolders repaid the £100.000 dividend which was paid in the
yedr,




