








COOLABI  PLC

Financial risk management

Information relating to the Group’s financial risk management is set out in note 19 of the financial statements. 

Group’s policy on payment of creditors

The Group’s payment policy is to obtain the best possible terms for all business and hence there is no standard policy as to the terms 
used.  The Group seeks to abide by the payment terms agreed with suppliers when it is satisfied that the supplier has provided goods 
and services in accordance with the contractual arrangements.  Total creditor days of the Company as at 30 June 2008 were 51 days 
(2007: 78 days).

Political and charitable donations

No charitable or political donations were made in either 2008 or 2007.

Employment policies

It is the Group’s policy to give disabled people full and fair consideration for jobs for which they offer themselves as suitable 
applicants, having regard to their particular aptitudes and abilities. Training and development opportunities are available to all 
employees.

The Group actively promotes equal opportunities for all existing and potential employees and does not discriminate on grounds of 
colour, ethnic origin, gender, age, religion, disability, political or sexual orientation.  All of our employees have a responsibility to treat 
colleagues with fairness and dignity in the workplace.

The Group’s policy is to keep all of its employees informed on matters which affect their occupations and future prospects, whilst at the 
same time increasing their involvement in the Group’s overall activities and performance.

Key Performance Indicators

The Group uses a number of financial and non-financial indicators in order to measure strategic and operational progress. These key 
performance indicators include:

•	 EBITDA (Loss before interest, tax, depreciation, amortisation, share-based payment costs and exceptional items)
•	 gross profit 
•	 normalised operating cash absorbed by the business.

Risk Management  

Sound risk management is an essential discipline for running the business efficiently and pursuing our strategy successfully. Some of the 
principal risks that the directors believe could materially affect our business are described here.

The Group operates in a highly competitive environment that is subject to constant changes. In order to remain competitive it must 
continue to invest and adapt.

Risk is reduced by creating and maintaining a balanced portfolio of intellectual property that evolves to meet the needs of our 
stakeholders. Investing internally in people and infrastructure whilst maintaining the highest quality in our properties will further mitigate 
risk.

One of our major strategies is acquiring new business for our divisions which inevitably exposes us to the risks associated with 
acquisitions. To mitigate these risks the Group applies strict financial criteria to any potential acquisitions, performs legal and financial 
due diligence on potential targets, constantly monitors and reviews the acquisition, and follows a tried and tested procedure for 
integrating acquisitions.

A substantial element of the Group’s business relies on the use of intellectual property. Whilst the Group relies on trademark, copyright 
and other intellectual property laws to establish and protect its proprietary rights, it cannot be certain that its proprietary rights will not 
be challenged, limited, invalidated or circumvented. The risk is mitigated through rigorous due diligence and trademark registration 
and protection.
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Going Concern

After reviewing the Group’s budget for the year to 30 June 2009 and its medium term plans, the directors have a reasonable 
expectation that the Group has adequate resources to continue in operation for the foreseeable future. Therefore they have adopted 
the going concern basis in preparing the financial statements.

Statement of directors’ responsibilities

The directors are responsible for preparing the Annual Report and the financial statements in 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 prepared 
financial statements in accordance with International Financial Reporting Standards as adopted by the European Union (IFRSs). The 
financial statements are required by law to give a true and fair view of the state of affairs of the Group and of the profit or loss of the 
Group for that period. 

In preparing these financial statements, the directors are required to:
•	 select suitable accounting policies and then apply them consistently
•	 make judgments and estimates that are reasonable and prudent
•	 state whether applicable IFRSs have been followed, subject to any material departures disclosed and explained in the 	 	

	 financial statements
•	 prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company will 	 	

	 continue in business.

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the financial 
position of the Group and enable them to ensure that the financial statements comply with the Companies Act 1985. They are also 
responsible for safeguarding the assets of the Group and hence for taking reasonable steps for the prevention and detection of fraud 
and other irregularities.

In so far as each of the directors is aware:
•	 there is no relevant audit information of which the Group’s auditors are unaware; and
•	 the directors have taken all steps that they ought to have taken to make themselves aware of any relevant audit 	 	
	 information and to establish that the auditors are aware of that information.

The directors are responsible for the maintenance and integrity of the corporate and financial information included on the Group’s 
website. Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from 
legislation in other jurisdictions.

Relationships with shareholders

The Chief Executive and the Finance Director are the Group’s principal contacts with investors, fund managers, the press and other 
interested parties. 

The Annual General Meeting is attended by all of the directors wherever possible who are available to discuss matters with 
shareholders. Voting on specific resolutions is dealt with by a show of hands, but the Chairman also indicates the balance of proxies 
received for and against each resolution.  Separate resolutions are presented for each substantially separate issue including the Annual 
Report and financial statements.

Auditors

A resolution to re-appoint Grant Thornton UK LLP as auditors for the ensuing year will be proposed at the Annual General Meeting.

ON BEHALF OF THE BOARD:

D Glennon
Company Secretary
8th October 2008
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Corporate Governance Statement

12 13

As an AIM listed company, Coolabi plc is not required to comply with the provisions of the Combined Code or Corporate Governance 
published by the Financial Reporting Council that applies to companies with a full London Stock Exchange listing. However, the 
directors acknowledge the importance and value of good corporate governance procedures and accordingly have selected those 
elements of the Combined Code that they consider relevant and appropriate to the Group, given its size and structure. An overview of 
the Group’s corporate governance procedures is given below.

The working of the Board and its Committees

The Board of the Group consists of two executive directors, two non-executive directors and is chaired by William Harris. The Board 
meets formally at least 6 times a year, and on other occasions to deal with specific business such as acquisitions. 
During the year attendance at formal meetings of the Board and the Board committees was as follows:

Directors	 Number of years	 Full Board meetings	 Remuneration	 Audit

	 on Board	 attended	 Committee	 Committee

W Harris	 5	 10	 -	 2

J Banks	 2	 10	 -	 -

T Ricketts	 2	 10	 -	 -

S Lindsay (appointed 24 Jan 2008)	 1	 5	 1	 1

L James	 10	 10	 1	 1

The Lord Brabourne (resigned 24 Jan 2008)	 10	 5	 -	 1

L Chrisfield (resigned 24 Jan 2008)	 10	 4	 -	 1

The Board has a formal schedule or agenda of matters reserved to it for decision. At each Board meeting, the Board has available the 
quarterly performance of the Group and monitors these results against budgets. There is a formal budgetary process in place.

Major developments are communicated to all Board members, if they occur between regular meetings, and if in the judgment of the 
executive directors, this is warranted. The Directors may take independent professional advice, if appropriate, at the Group’s expense. 

All directors are re-elected in accordance with AIM Market recommendation, which is every three years by rotation.

The Board also has an Audit Committee and a Remuneration Committee and the serving committee members are:

Audit Committee		  Remuneration Committee

S Lindsay	 Chairman	 S Lindsay	 Chairman

W Harris		  L James	

L James				  

The terms of reference of the Audit Committee include keeping under review the scope and results of the actual audit. The Audit 
Committee reviews the independence and objectivity of the external auditors - this includes reviewing the nature and extent of the non-
audit services supplied by the external auditors to the Group, seeking to balance objectivity and value for money. 

During the year the Group has not appointed a Nominations Committee for the purpose of Board Appointments, nor a Risk 
Assessment Committee as appointments and risk management matters are dealt with by the Board as a whole.

Corporate risk management

The Board recognises its obligations on behalf of shareholders to manage business risk and is supported by senior management and 
external specialists as appropriate to advise on the management of significant business risk. 

The Board is responsible for the identification, analysis and prioritisation of significant business risk and for agreeing control strategies, 
standards and guidelines at both the Group and subsidiary level. 
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Corporate Governance Statement - continued

12 13

Risk significance is determined by the potential financial impact on the trading activities of the business and represents the aggregation 
of each operating subsidiary’s individual risk tolerance considered in the context of the overall Group objectives.

The Board has identified a number of key risk areas including strategic, financial and operational risks. The Board regularly reviews 
these risks and how they can be mitigated and managed for the benefit of the Group. Included in the Finance Director’s Review is a 
summary of performance against certain key performance indicators, and the Directors Report identifies principal Group risk areas and 
how they are managed.

The Board has considered the need for an internal audit function, but has decided that because of the size of the Group it cannot be 
justified at present. The Board will review this decision annually. 

Investor relations

The Board considers it important to communicate a balanced and understandable assessment of the Company’s performance 
and prospects to all investors. The Chief Executive Officer and Finance Director give presentations for analysts and institutional 
shareholders on a regular basis, in particular following the announcement of the Company’s annual and interim results. The 
Chairman maintains contact with shareholders to understand their issues and concerns, and communicates them to the Board. 
Additional briefings are given when appropriate, consistent with the Company’s obligation to advise shareholders generally of 
significant events. The Annual General Meeting is regarded by the Board as an important opportunity to meet and communicate 
with individual shareholders, who have an opportunity in that forum to question the Board on any matter affecting or relevant to the 
performance of the Company.  

In addition to the financial information and other information the Company is under a legal or statutory requirement to publish, 
the Company regularly announces business developments through appropriate media, including the information published on the 
Company’s website at www.coolabi.com.

Internal control

The Board has overall responsibility for the Group’s internal financial and operational controls and its ongoing effectiveness.

The Group has established an on-going process for identifying, evaluating and managing the key risks as set out above. However, 
any system of internal controls can only manage rather than eliminate risks and consequentially such controls do not provide absolute 
assurance against misrepresentation. 

The main features of the Group’s internal controls systems are:

•	 Established control environment with an organisational structure which has clear lines of                                       	 	
	 responsibility and supervision

•	 Regular meetings with operational management

•	 Formal accounting policies and procedures and standard financial control procedures in place which are applicable to 	 	
	 all areas of the Group

•	 Comprehensive budgeting and financial reporting system involving review and approval of budgets by the Board and 	 	
	 quarterly monitoring of performance against these budgets. Both operating and financial reports are prepared for the 		
	 Group Board and actions arising from these reports are attributed as appropriate

•	 Established procedures for authorisation of capital expenditure

•	 The acquisition of any business is subject to appropriate due diligence being undertaken

•	 Health and Safety procedures in place.

The Board believes its systems of internal controls are appropriate for the size and nature of its operations, and will continue to review 
potential improvements to the systems on a regular basis. 



COOLABI  PLC
Report of the independent auditor to the members of Coolabi plc

We have audited the Group financial statements of Coolabi plc for the year ended 30 June 2008 which comprise the consolidated income 
statement, consolidated balance sheet, consolidated statement of changes in equity, consolidated cash flow statement, principal accounting 
policies and notes 1 to 26. These Group financial statements have been prepared under the accounting policies set out therein. 

We have reported separately on the parent Company financial statements of Coolabi plc for the year ended 30 June 2008. 

This report is made solely to the Company’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 Company’s members those matters we are required to state to them in 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 opinions we have formed. 

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the Annual Report and the Group financial statements in accordance with United Kingdom 
law and International Financial Reporting Standards (IFRSs) as adopted by the European Union are set out in the Statement of Directors’ 
Responsibilities.

Our responsibility is to audit the Group financial statements in accordance with relevant legal and regulatory requirements and International 
Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the Group financial statements give a true and fair view and whether the Group financial 
statements have been properly prepared in accordance with the Companies Act 1985. We also report to you whether in our opinion the 
information given in the Directors’ Report is consistent with the financial statements. The information given in the Directors’ Report includes 
that specific information presented in the Chairman’s Statement that is cross referred from the Business Review section of the Directors’ 
Report.

In addition we report to you if, in our opinion, we have not received all the information and explanations we require for our audit, or if 
information specified by law regarding directors’ remuneration and other transactions is not disclosed. 

We read other information contained in the Annual Report and consider whether it is consistent with the audited Group financial statements. 
The other information comprises only the Directors’ Report, the Chairman’s Statement and the Corporate Governance Statement. We 
consider the implications for our report if we become aware of any apparent misstatements or material inconsistencies with the Group 
financial statements. Our responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. 
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the Group financial statements. It 
also includes an assessment of the significant estimates and judgments made by the directors in the preparation of the Group financial 
statements, and of whether the accounting policies are appropriate to the Group’s circumstances, consistently applied and adequately 
disclosed.

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

Opinion

In our opinion:
	 •	 the Group financial statements give a true and fair view, in accordance with IFRSs as adopted by the European 		 	
		  Union, of the state of the Group’s affairs as at 30 June 2008 and of its loss for the year then ended
	 •	 the Group financial statements have been properly prepared in accordance with the Companies Act 1985; and 
	 •	 the information given in the Directors’ Report is consistent with the financial statements.

GRANT THORNTON UK LLP
REGISTERED AUDITOR
CHARTERED ACCOUNTANTS
LONDON

Date: 20th October 2008
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COOLABI  PLC
Consolidated Income Statement
			 

		  year to 	 year to 
		  30 June	 30 June
		  2008	 2007
	 Note	 £ 	 £ 
				  
Revenue	 1	 1,589,585 	 971,834 

Cost of sales		  (664,050)	 (589,168)

Gross profit		  925,535 	 382,666 

Operating expenses		  (1,175,459)	 (1,000,313)

Earnings before interest, tax, depreciation, amortisation, 
share-based payment costs and exceptional items		  (249,924)	 (617,647)

Depreciation		  (9,201)	 (6,849)

Share-based payment costs	 22	 (46,867)	 (26,720)

Exceptional items	 2	 (74,569)	 (53,310)

Amortisation of intangible assets		  (531,549)	 (94,651)

Total administrative costs		  (1,837,645)	 (1,181,843)

Operating loss	 3	 (912,110)	 (799,177)

Interest charged	 6	 (104,749)	 (22,855)

Interest received	 6	 22,439 	 16,983 

Loss before income tax		  (994,420)	 (805,049)

Income tax expense	 7	 146,279	 21,073 

Loss for the year attributable to equity shareholders		  (848,141)	 (783,976)

				  
Basic loss per share total and continuing	 9	 (3.5p)	 (8.8p)

Diluted loss per share total and continuing	 9	 (3.5p)	 (8.6p)
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COOLABI  PLC
Consolidated Balance Sheet

		  as at	 as at
		  30 June	 30 June
		  2008	 2007
	 Note	 £ 	 £ 
ASSETS
			 
Non-current assets
		
Property, plant and equipment	 10	 61,621 	 14,271 

Goodwill	 12	 1,174,493 	 1,321,519 

Other intangible assets	 12	 5,217,091 	 5,291,318 

		  6,453,205 	 6,627,108 
Current Assets
			 
Inventories	 13	 171,741 	 37,159 

Trade and other receivables	 14	 418,802 	 215,717 

Cash and cash equivalents		  463,922 	 1,370,166 

		  1,054,465 	 1,623,042 

Total assets		  7,507,670 	 8,250,150 

				  
LIABILITIES
			 
Current liabilities
			 
Trade and other payables	 15	 (1,498,044)	 (463,614)
				  
Non-current liabilities
			 
Deferred consideration	 16	 (356,126)	 (1,234,635)

Deferred tax liabilities	 17	 (1,450,031)	 (1,576,015)

		  (1,806,157)	 (2,810,650)

Total Liabilities		  (3,304,201)	 (3,274,264)

NET ASSETS		  4,203,469	 4,975,886

			   	
EQUITY
			 
Attributable to the equity holders of the Company
			 
Share capital	 21	 4,905,208 	 4,905,208 

Share premium account		  3,969,411 	 3,979,411 

Profit and loss account		  (4,671,150)	 (3,908,733)

		  4,203,469	 4,975,886

The notes on pages 19 to 39 are an integral part of these consolidated financial statements.
Approved by the board on 8th October 2008 and signed on its behalf by:

J Banks	 T Ricketts
Director	 Director
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COOLABI  PLC
Consolidated Statement of Changes in Equity 

							     
		  Share 	 Share 	 Shares to 	 Profit & 	 Total Equity
		  capital	 premium	 be	 loss
			   account	 issued	 account
		  £	 £	 £	 £	 £

Balance at 1 July 2006	 1,138,541	 2,407,667	 204,167	 (3,151,473)	 598,902

Changes in equity for 2007
						    
	 Total recognised income and 
	 expense for the period	 -	 -	 -	 (783,976)	 (783,976)

	 Issue of share capital	 3,766,667	 1,571,744	 (204,167)	 -	 5,134,244

	 Share-based payment costs	 -	 -	 -	 26,716	 26,716

Balance at 30 June 2007	 4,905,208	 3,979,411	 -	 (3,908,733)	 4,975,886

							     
Balance at 1 July 2007	 4,905,208	 3,979,411	 -	 (3,908,733)	 4,975,886

Changes in equity for 2008
						    
	 Total recognised income and 
	 expense for the period	 -	 -	 -	 (848,141)	 (848,141)

	 Cost of consolidation of 
	 share capital	 -	 (10,000)	 -	 -	 (10,000)

	 Share-based payment costs	 -	 -	 -	 85,724	 85,724

Balance at 30 June 2008	 4,905,208	 3,969,411	 -	 (4,671,150)	 4,203,469
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COOLABI  PLC
Consolidated Cash Flow Statement

	 	 year to 	 year to 
		  30 June	 30 June
		  2008	 2007

		  £ 	 £ 

Cash flows from operating activities			 

Loss before taxation	 (994,420)	 (805,049)

Adjustments for:			 

	 Depreciation	 9,201 	 6,849 

	 Amortisation of intangible assets	 531,549 	 94,651 

	 Share-based payment costs	 46,867	 26,720 

	 Interest expense (receipt)	 82,310	 5,872 

	 Exceptional item	 - 	 53,310 

	 Decrease/(Increase) in inventories	 254,218 	 (33,222)

	 Decrease/(Increase) in trade and other receivables	 29,124 	 (129,517)

	 Increase/(Decrease) in trade payables	 (438,948)	 229,486 

Cash absorbed by operations	 (480,099)	 (550,900)

Interest paid	 (200)	 (12,651)

Income taxes paid	 - 	 - 

Net cash absorbed by operating activities	 (480,299)	 (563,551)

				  

Cash flows from investing activities			 

Acquisition of subsidiaries, net of cash acquired	 (381,833)	 (3,823,869)

Purchase of property, plant and equipment	 (56,551)	 (32,424)

Interest received	 22,439 	 16,983 

Net cash absorbed by investing activities	 (415,945)	 (3,839,310)

				  

Cash flows from financing activities			 

Proceeds from issue of share capital	 -	 5,600,000

Share issue costs	 (10,000)	 (261,589)

Preference shares redeemed	 -  	 (230,000)

Net cash generated by/(used in) financing activities	 (10,000)	 5,108,411

				  

Net increase/(decrease) in cash and cash equivalents	 (906,244)	 705,550

Cash and cash equivalents at beginning of period	 1,370,166	 664,616

Cash and cash equivalents at end of period	 463,922	 1,370,166
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COOLABI  PLC
Principal Accounting Policies

Nature of operations and general information

Coolabi plc is the Group’s ultimate parent company.  It is incorporated and domiciled in England.  Coolabi plc’s shares are listed on the 
Alternative Investment Market of the London Stock Exchange.

Coolabi plc’s consolidated financial statements are presented in Pounds Sterling (£), which is also the functional currency of the parent 
company.  

Basis of preparation

These consolidated financial statements have been prepared in accordance with International Financial Reporting Standards as adopted 
by the European Union.

The financial statements have been prepared using the measurement bases specified by IFRS for each type of asset, liability, income and 
expense. The measurement bases are more fully described in the accounting policies below and are in accordance with the Companies 
Act 1985 and applicable International Financial Reporting Standards.

Coolabi plc’s consolidated financial statements were prepared in accordance with United Kingdom Accounting Standards (United Kingdom 
Generally Accepted Accounting Practice) until 30 June 2007.  The date of transition to IFRS was 1 July 2006.  The comparative figures in 
respect of 2007 have been restated to reflect changes in accounting policies as a result of adoption of IFRS.  The disclosures required by 
IFRS 1 concerning the transition from UK GAAP to IFRS are given in the reconciliation schedules, presented and explained in note 26.

At the date of authorisation of these financial statements, the following Standards and Interpretations which have not been applied in these 
financial statements were in issue but not yet effective:

	 •	 IAS 1 Presentation of Financial Statements (revised 2007) (effective 1 January 2009) 

	 •	 IAS 23 Borrowing Costs (revised 2007) (effective 1 January 2009) 

	 •	 Amendment to IAS 32 Financial Instruments: Presentation and IAS 1 Presentation of Financial Statements - Puttable 	 	

		  Financial Instruments and Obligations Arising on Liquidation (effective 1 January 2009) 

	 •	 IAS 27 Consolidated and Separate Financial Statements (Revised 2008) (effective 1 July 2009) 

	 •	 Amendment to IFRS 2 Share-based Payment - Vesting Conditions and Cancellations (effective 1 January 2009) 

	 •	 Amendments to IFRS 1 First-time Adoption of International Financial Reporting Standards and IAS 27 Consolidated and 	

		  Separate Financial Statements - Costs of Investment in a Subsidiary, Jointly Controlled Entity or Associate (effective 1 		

		  January 2009) 

	 •	 Amendment to IAS 39 Financial Instruments: Recognition and Measurement - Eligible Hedged Items (effective 1 July 	 	

		  2009) 

	 •	 Improvements to IFRSs (effective 1 January 2009 other than certain amendments effective 1 July 2009) 

	 •	 IFRS 3 Business Combinations (Revised 2008) (effective 1 July 2009) 

	 •	 IFRS 8 Operating Segments (effective 1 January 2009) 

	 •	 IFRIC 12 Service Concession Arrangements (effective 1 January 2008) 

	 •	 IFRIC 13 Customer Loyalty Programmes (effective 1 July 2008) 

	 •	 IFRIC 14 IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction (effective 1 	

		  January 2008) 

	 •	 IFRIC 15 Agreements for the Construction of Real Estate (effective 1 January 2009) 

	 •	 IFRIC 16 Hedges of a Net Investment in a Foreign Operation (effective 1 October 2008)

The directors anticipate that the adoption of these Standards and Interpretations in future periods will have no material impact on the 
consolidated financial statements of the Group except for additional disclosures. The accounting policies have been applied consistently 
throughout the Group for the purposes of preparation of these consolidated financial statements.  

The Company has elected to prepare its parent company financial statements in accordance with UK GAAP.
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COOLABI  PLC
Principal Accounting Policies - continued

Basis of consolidation 

The Group financial statements consolidate those of the Company and all of its subsidiary undertakings drawn up to 30 June 2008.  
Subsidiaries are entities over which the Group has the power to control the financial and operating policies so as to obtain benefits from 
its activities. The Group obtains and exercises control through voting rights. Unrealised gains on transactions between the Group and its 
subsidiaries are eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset 
transferred. Amounts reported in the financial statements of subsidiaries have been adjusted where necessary to ensure consistency with 
the accounting policies adopted by the Group.

Acquisitions of subsidiaries are dealt with by the purchase method. The purchase method involves the recognition at fair value of all 
identifiable assets and liabilities, including contingent liabilities of the subsidiary, at the acquisition date, regardless of whether or not 
they were recorded in the financial statements of the subsidiary prior to acquisition.  On initial recognition, the assets and liabilities 
of the subsidiary are included in the consolidated balance sheet at their fair values, which are also used as the bases for subsequent 
measurement in accordance with the Group accounting policies.  Goodwill is stated after separating out identifiable intangible assets.  
Goodwill represents the excess of acquisition cost over the fair value of the Group’s share of the identifiable net assets of the acquired 
subsidiary at the date of acquisition.

Business combinations completed prior to date of transition to IFRS

The Group has elected not to apply IFRS 3 Business Combinations retrospectively to business combinations prior to 1 July 2006.  

Accordingly, the classification of the combination (acquisition, reverse acquisition or merger) remains unchanged from that used under 
UK GAAP.  Assets and liabilities are recognised at date of transition if they would be recognised under IFRS, and are measured using 
their UK GAAP carrying amount immediately post-acquisition as deemed cost under IFRS, unless IFRS requires fair value measurement.  
Deferred tax and minority interest are adjusted for the impact of any consequential adjustments after taking advantage of the transitional 
provisions.

The transitional provisions used for past business combinations apply equally to past acquisitions of interests in associates and joint 
ventures.

Accounting estimates and judgements

The preparation of consolidated financial statements under IFRS requires the Group to make estimates and assumptions that effect the 
application of policies and reported amounts. Estimates and judgements are based on historical experience and other factors including 
expectations of future events that are believed to be reasonable under the circumstances. Actual results may differ from these estimates. 
The estimates and assumptions which have a significant risk of causing a material adjustment to the carrying amount of assets and 
liabilities are discussed below.

	 Intangible assets
	 The Group recognises intangible assets acquired as part of business combinations at fair value at the date of acquisition. The 		
	 determination of these fair values is based upon management’s judgement and includes assumptions on the timing and 		
	 amount of future incremental cash flows generated by the assets and selection of an appropriate cost of capital. Furthermore, 		
	 management must estimate the expected useful lives of intangible assets and charge amortisation on these assets 			 
	 accordingly (see note 12).

	 Impairment of goodwill
	 The Group is required to test, at least annually, whether goodwill has suffered any impairment. The recoverable amount is 		
	 determined according to its estimated value in use. The use of this method may require the estimation of future cash flows and the 	
	 choice of a suitable discount rate in order to calculate the present value of these cash flows (see note 12).

	 Depreciation
	 Depreciation is provided so as to write down the assets to their residual values over their estimated useful lives. The selection of 		
	 these estimated lives requires the exercise of management judgement.

	 Deferred consideration
	 Where deferred consideration is payable in cash and discounting would have a material effect the liability is discounted to its 		
	 present value. Where the deferred consideration is contingent and dependent upon future trading performance, an estimate of the 	
	 present value of the likely consideration payable is made. 
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COOLABI  PLC
Principal Accounting Policies - continued

Revenue 

Licensing and merchandising
Non-refundable advances are recognised upon contract signature. Royalties earned in excess of such advances are recognised in the 
period to which they relate.

Film and television
Licence fees are recognised when a licence agreement has been signed by both parties, and delivery to the broadcaster has occurred.

Intangible Assets

Goodwill and intangible assets acquired through business combinations
Goodwill representing the excess of the cost of acquisition over the fair value of the Group’s share of the identifiable net assets acquired 
is capitalised and reviewed annually for impairment in accordance with IAS 36. The fair value of intangible assets acquired as a result 
of business combinations are capitalised and amortised on a straight line basis through the income statement. The rates applied, which 
represent the directors’ best estimate of the useful economic lives, are:

	 Contracts	 Life of the contract
	 Brand and relationships	 10 years

Property, plant and equipment 

Property, plant and equipment is stated at cost, net of depreciation and any provision for impairment.  

Depreciation is calculated to write down the cost less estimated residual value of plant and equipment by equal annual instalments over 
their estimated useful economic lives.  The rates generally applicable are:

	 Computer Equipment 	 33% 
	 Furniture, Fittings & Equipment	 20% 
	 Brand Style Guides	 20% 

Material residual value estimates are updated as required, but at least annually, whether or not the asset is revalued.

Operating lease agreements

Leases where substantially all of the risks and rewards of ownership are not transferred to the Group are treated as operating leases. 
Rentals under operating leases are charged against profits on a straight line basis over the period of the lease.

Inventories

These costs represent expenditure on projects in development, production and distribution and are valued at the lower of cost and net 
realisable value.  

Financial instruments

Financial assets and liabilities are recognised on the Group’s balance sheet when the Group becomes a party to the contractual provisions 
of the instrument. 

Financial assets
The Group’s financial assets comprise trade and other receivables. Trade and other receivables are recorded at their fair value less 
any provision for impairment, based on the receivable ageing, the Company’s previous experience with the debtor and known market 
intelligence. Any change in their value is recognised in the profit and loss account.

Financial liabilities
The Group’s financial liabilities comprise trade and other payables. They are classified and accounted for according to the substance 
of the contractual arrangement entered into, and stated at their fair value. All interest-related charges and, if applicable, changes in the 
instrument’s fair value are included in the income statement line items “interest charged” or “interest received”.
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Principal Accounting Policies - continued

Exceptional items

Items of significant income or expenditure which are one-off transactions are classed as exceptional on the face of the income statement, 
to show more accurately the underlying performance of the Group. 

Impairment testing of goodwill, other intangible assets and property, plant and equipment

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows 
(cash-generating units).  As a result, some assets are tested individually for impairment and some are tested at cash-generating unit level.  
Goodwill is allocated to those cash-generating units that are expected to benefit from synergies of the related business combination and 
represent the lowest level within the Group at which management monitors the related cash flows.

Goodwill, other individual assets or cash-generating units that include goodwill, other intangible assets with an indefinite useful life, and 
those intangible assets not yet available for use are tested for impairment at least annually.  All other individual assets or cash-generating 
units are tested for impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable.

An impairment loss is recognised for the amount by which the assets’ or cash-generating unit’s carrying amount exceeds its recoverable 
amount.  The recoverable amount is the higher of fair value, reflecting market conditions less costs to sell, and value in use based on an 
internal discounted cash flow evaluation.  Impairment losses recognised for cash-generating units, to which goodwill has been allocated, 
are credited initially to the carrying amount of goodwill.  Any remaining impairment loss is charged pro rata to the other assets in the cash 
generating unit.  With the exception of goodwill, all assets are subsequently reassessed for indications that an impairment loss previously 
recognised may no longer exist.

Sale and leaseback transactions

Where film and television assets have been partly financed via sale and leaseback arrangements, the proceeds of the sale of the master 
negative, and the corresponding loan obligation in respect of the lease rental commitment over the period of the lease, are shown by 
way of a note to the accounts as it is considered that this properly reflects the nature of the transaction as a refinancing of the original 
production costs, as the risks and rewards of ownership have been retained by the Company. Under IAS 39 “Financial Instruments: 
Recognition & Measurement”, each sale and leaseback transaction entered into by the Group has, from inception, failed to meet the 
definition of an asset and liability and has therefore not been recognised in these financial statements. The Group has applied guidance 
from SIC-27 “Evaluating the Substance of Transactions Involving the Legal Form of a Lease”.

Taxation

Current tax is the tax currently payable based on taxable profit for the year.

Deferred income taxes are calculated using the liability method on temporary differences.  Deferred tax is generally provided on the 
difference between the carrying amounts of assets and liabilities and their tax bases.  However, deferred tax is not provided on the initial 
recognition of goodwill, nor on the initial recognition of an asset or liability unless the related transaction is a business combination or 
affects tax or accounting profit.  Deferred tax on temporary differences associated with shares in subsidiaries and joint ventures is not 
provided if reversal of these temporary differences can be controlled by the Group and it is probable that reversal will not occur in the 
foreseeable future.  In addition, tax losses available to be carried forward as well as other income tax credits to the Group are assessed 
for recognition as deferred tax assets.

Deferred tax liabilities are provided in full, with no discounting.  Deferred tax assets are recognised to the extent that it is probable that 
the underlying deductible temporary differences will be able to be offset against future taxable income. Current and deferred tax assets 
and liabilities are calculated at tax rates that are expected to apply to their respective period of realisation, provided they are enacted or 
substantively enacted at the balance sheet date.

Changes in deferred tax assets or liabilities are recognised as a component of tax expense in the income statement, except where they 
relate to items that are charged or credited directly to equity (such as the revaluation of land) in which case the related deferred tax is also 
charged or credited directly to equity.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand
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Principal Accounting Policies - continued

Equity

Equity comprises the following:
	 •	 Share capital: the nominal value of equity shares
	 •	 Share premium account: the excess over nominal value of the fair value of consideration received for equity shares, net 	
		  of expenses of the share issue
	 •	 Shares to be issued: shares that have not yet been issued
	 •	 Profit and loss account: retained profits.

Foreign currencies

Transactions in foreign currencies are translated at the exchange rate ruling at the date of the transaction.  Assets and liabilities in foreign 
currencies are translated at the rates of exchange ruling at the balance sheet date. Exchange differences are taken to the profit and loss 
account in arriving at the operating result for the year.

Share-based payments

Equity settled share-based payments are measured at fair value (excluding the impact of any non-market vesting conditions) at the date of 
grant. The fair value determined at the grant date of the equity-settled share-based payments is expensed on a straight line basis over the 
vesting period, based on the Group’s estimate of shares that will eventually vest and adjusted for the effect of non market-based vesting 
conditions. 

Fair value is measured by use of a binomial model. The expected life used in the model has been adjusted, based on management’s best 
estimate, for the effects of non-transferability, restrictions on exercise and behavioural considerations.

Upon exercise of share options, the proceeds received net of attributable transactions costs are credited to share capital and, where 
appropriate, share premium.

The assumptions in respect of all options granted are based on:
	 •	 Volatility: determined by calculating the historical volatility of the Company’s share price over the previous year
	 •	 Expected life: based on the average contractual life adjusted for management’s best estimate, for the effects of 
		  non-transferability, exercise restrictions, and behavioural considerations
	 •	 Risk-free rate of return: yield of a UK government gilt over the expected life at the date of grant.

Preference share interest

Preference share interest is accrued in accordance with the underlying agreement.
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Notes to the Consolidated Financial Statements

1.	 Segment analysis 
	 The Group’s internal reporting is by business segment for revenues and cost of sales. No other costs are allocated to segments, as 		
	 the 	operating structure of the Group means it is not possible to allocate them on any other than an arbitrary basis. 

	 The Group’s performance per segment is as follows:

			   2008				    2007
		  Licensing 	 Film & 	Unallocated	 Group	 Licensing	 Film &	Unallocated	 Group
		  & Merch	 Television			    & Merch	 Television
		  andising				    andising

		  £	 £	 £	 £	 £	 £	 £	 £

	 Revenue	 830,336 	 759,249 	 -	 1,589,585 	 305,206 	 666,628 	 -	 971,834 

	 Cost of sales	 (184,563)	 (479,487)	 -	 (664,050)	 (35,869)	 (553,299)	 -	 (589,168)

	 Gross profit	 645,773 	 279,762 	 -	 925,535 	 269,337 	 113,329 	 -	 382,666 

									       

	 Non-current 

	 assets	 5,766,024	 625,560	 61,621 	 6,453,205	 6,589,123 	 23,715 	 14,270 	 6,627,108 

	 Current Assets	 269,313 	 498,622 	 286,530 	 1,054,465 	 189,417 	 8,082 	 1,425,543 	 1,623,042 

	 Current liabilities	 (781,243)	 (389,955)	 (326,846)	 (1,498,044)	 (147,542)	 -	 (316,072)	 (463,614)

	 Non-current 

	 liabilities	 (1,709,066)	 (97,091)	 -	 (1,806,157)	 (2,810,650)	 -	 -	 (2,810,650)

	 Net Assets	 3,545,028	 637,136	 21,305 	 4,203,469	 3,820,348 	 31,797 	 1,123,741 	 4,975,886 

									       

	 Original cost to 

	 acquire intangible 

	 assets	 7,128,788 	 706,445 	 -	 7,835,233 	 7,250,465 	 27,600 	 -	 7,278,065 

	 Amortisation of 

	 intangible assets	 (425,086)	 (106,463)	 -	 (531,549)	 (90,568)	 (4,083)	 -	 (94,651)

	 Due to the size and nature of the Group the directors do not consider there to be a meaningful alternative segmental split.  

2.	 Exceptional Items
	 Costs incurred for the year ended 30 June 2008 of £74,569 relate to expenses incurred in pursuing an acquisition which did not 		
	 complete. The costs incurred in 2007 of £53,310 represented the write off of the remaining goodwill arising from the acquisition of 	
	 Coolebah Ltd in 2004.

3.	 Operating loss
	 The operating loss is stated after charging the following:
		  30 June	 30 June
		  2008	 2007

		  £ 	 £ 

	 Amortisation	 531,549	 94,651

	 Depreciation	 9,201	 6,849 

	 Operating lease rentals	 26,289 	 24,575 

	 Fees payable to the Group’s auditor for the audit of the consolidated annual accounts	 6,000 	 5,100 

	 Fees payable to the Group’s auditor for the audit of the subsidiary companies accounts	 17,000	 9,900

	 Fees payable to the Group’s auditor for taxation services	 12,000	 6,030

	 Fees payable to the Group’s auditor for other services	 18,816 	 7,970 

	 In addition the auditors received fees for non audit related work of £7,000 in the year (2007: £75,000) that are capitalised as 			
	 acquisition costs.
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4.	 Directors’ remuneration and transactions
	 Directors fees were payable as follows:
			   30 June 2008			   30 June 2007
		  Salary/Fees	 Benefits	 Total	 Salary/Fees	 Benefits	 Total

		  £ 	 £ 	 £ 	 £ 	 £ 	 £ 

	 J Banks	 182,500 	 2,697	 185,197	 155,000 	 1,208 	 156,208 

	 Lord Brabourne	 4,000 	 -	 4,000 	 3,500 	 -	 3,500 

	 L Chrisfield	 8,489 	 -	 8,489 	 15,000 	 -	 15,000 

	 W Harris	 36,000 	 -	 36,000 	 25,917 	 -	 25,917 

	 T Hilton	 - 	 -	 - 	 12,169 	 -	 12,169 

	 R Holmes	 - 	 -	 - 	 98,761 	 -	 98,761 

	 L James	 15,000 	 -	 15,000 	 11,250 	 -	 11,250 

	 S Lindsay	 8,763 	 -	 8,763 	 - 	 -	 - 

	 T Ricketts	 49,992 	 -	 49,992 	 22,344 	 -	 22,344 

		  304,744 	 2,697 	 307,441 	 343,941 	 1,208 	 345,149 

	 The aggregate emoluments disclosed above do not include any amounts for the value of share options in the Group granted to or 	
	 held by the directors. Details of the options are as follows:

		  Options held 			  Movements during the year		  Options held 
		  at 30 June	 Lapsed or				    at 30 June 
		  2007	 replaced pre		  Share	 Lapsed post	 2008	

		   	 consolidation	 Granted	 consolidation	 consolidation

	 J Banks	 4,000,000 	 (4,000,000)	 19,620,835 	 (18,639,793)	 -	 981,042 

	 L Chrisfield	 150,000 	 (150,000)	 -	 - 	 -	 - 

	 W Harris	 650,000 	 (650,000)	 7,357,813 	 (6,989,922)	 -	 367,891 

	 L James	 370,000 	 -	 -	 (351,500)	 (11,000)	 7,500 

	 T Ricketts	 - 	 -	 2,000,000 	 (1,900,000)	 -	 100,000 

		  5,170,000 	 (4,800,000)	 28,978,648 	 (27,881,215)	 (11,000)	 1,456,433 

	 During the year, the Company sub-divided and re-designated each individual 1p share into one new ordinary share of 0.05p and 		
	 one deferred share of 0.95p. It was further resolved that every 20 ordinary shares of 0.05p be consolidated into one new ordinary 	
	 share 	of 1p each. The number of options granted to or held by directors was adjusted accordingly.

	 The options for W Harris and T Ricketts are held in the name of Avonglen Limited, a Company in which they each hold a 25 per 		
	 cent shareholding and are both directors.

		 There are no other key management personnel as defined by IAS 24 in the Group.

5.	 Staff costs
	 The average monthly number of employees of the Group, including executive directors, in the year was:

	 	 30 June	 30 June
		  2008	 2007
		  number	 number

	 Development, sales and administration	  10	 12 

	 The aggregate remuneration comprises:

		  30 June	 30 June

		  2008	 2007

		  £	 £

	 Wages and Salaries	 638,290 	 593,865 

	 Social Security	 62,665 	 45,684 

		  700,955 	 639,549 

Notes to the Consolidated Financial Statements - continued
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Notes to the Consolidated Financial Statements - continued
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6.	 Interest payable and receivable

		  30 June	 30 June
		  2008	 2007

		  £	 £

	 Interest payable		

	 Interest payable on bank and similar borrowings	 200	 -

	 Interest payable on preference shares	 (24,733)	 12,651 

	 Finance charge on deferred consideration	 129,282 	 10,204

		  104,749 	 22,855 

	 Interest receivable		

	 Interest received on bank deposits	 22,439 	 16,983 

		

7.	 Taxation
		  30 June	 30 June
		  2008	 2007

		  £	 £

	 Deferred tax		

	 Charge/ (credit) for year	 (146,279)	 (21,073)

	 Taxation	 (146,279)	 (21,073)

		

	 Loss for the year before tax	 (994,420)	 (805,049)

	 Multiplied by the standard rate of UK corporation tax 28% (2007: 30%)	 (278,438)	 (241,515)

	 Effects of:		

	 Losses not recognised / utilised	 57,112	 224,671

	 Expenses not deductible for tax purposes	 75,047 	 (5,523)

	 Movement in unprovided deferred tax	 -	 1,294

	 Total current year tax	 (146,279)	 (21,073)

	 The credit charged to the income statement of £146,279 relates to the origination and reversal of temporary differences 		
	 associated 	with the recognition of intangible assets acquired as part of post transition date business combinations (see note 11 		
	 and note 17).

8.	 Dividends
	 No dividends were paid during this or any other periods shown.
		

9.	 Earnings per share
	 The calculation of the basic earnings per share is based on the earnings attributable to ordinary shareholders divided by the 		
	 weighted average number of shares in issue during the year. During the year the Company sub-divided and re-designated each 		
	 individual 1p share into one new ordinary share of 0.05p and one deferred share of 0.95p. Every 20 ordinary shares of 0.05p 		
	 were then consolidated into one new ordinary share of 1p each.
	
	 The calculation of diluted earnings per share is based on the basic earnings per share, adjusted to allow for the issue of shares 		
	 and the post tax effect of dividends and/or interest, on the assumed conversion of all dilutive options and other dilutive potential 		
	 ordinary shares.
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9.	 Earnings per share - continued
	 Reconciliations of the earnings and weighted average number of shares used in the calculations are set out below:
		  30 June	 30 June
		  2008	 2007

		  £	 £

	 Loss for the year	 (848,141)	 (783,976)

		

	 Weighted average number of ordinary shares in issue during the year	 24,526,043 	 8,914,628 

	 Basic EPS (pence)	 (3.5p)	 (8.8p)

		

	 Weighted average number of ordinary shares in issue or under option 

	 during the year	  24,526,043	 9,133,589 

	 Fully diluted EPS (pence)	 (3.5p)	 (8.6p)

	 The prior year earnings per share has been restated to reflect the impact of the share consolidation that occurred in the financial 		
	 year to 30 June 2008.

10.	 Property, plant & equipment
	 The following table shows the significant additions and disposals of property, plant and equipment.

		  	 Brand Style	 Fixtures &	 Computer	 Total
			    Guides	  Fittings	 Equipment		

			   £	 £	 £	 £

	 Cost	 				  

		  At 1 July 2006	 - 	 17,745 	 29,041 	 46,786 

		  Additions	 - 	 - 	 4,902 	 4,902 

		  Disposals	 - 	 - 	 - 	 - 

		  At 30 June 2007	 - 	 17,745 	 33,943 	 51,688 		

		  At 1 July 2007	 - 	 17,745 	 33,943 	 51,688 

		  Additions	 42,359 	 1,143 	 13,049 	 56,551 

		  Disposals	 - 	 - 	 - 	 - 

		  At 30 June 2008	 42,359 	 18,888 	 46,992 	 108,239 

						    

	 Depreciation					   

		  At 1 July 2006	 - 	 4,432 	 26,136 	 30,568 

		  Charge for the year	 - 	 2,873 	 3,976 	 6,849 

		  Disposals	 - 	 - 	 - 	 - 

		  At 30 June 2007	 - 	 7,305 	 30,112 	 37,417 

		  At 1 July 2007	 - 	 7,305 	 30,112 	 37,417 

		  Charge for the year	 1,723 	 3,297 	 4,181 	 9,201 

		  Disposals	 -	 -	 - 	 - 

		  At 30 June 2008	 1,723 	 10,602 	 34,293 	 46,618 

						    

	 Net Book Value					   

	 30 June 2008	 40,636 	 8,286 	 12,699 	 61,621 

	 30 June 2007	 - 	 10,440 	 3,831 	 14,271 

	 No items were acquired through business combinations. 

		



11.	 Acquisitions
	 On 27 September 2007 the Group acquired 100% of the issued share capital of Indie Kids Limited and Indie Kids International 		
	 Limited (together “Indie Kids”). Intangible assets arising on this acquisition are subject to an annual impairment review in 		
	 accordance with IAS 36 and comprise:

							                 	

						      £

		  Initial purchase consideration			   171,000

		  Deferred consideration			   129,000

		  Fees				      92,122

		  Consideration in cash			   392,122

		  Share-based payment			   38,857

		  Total consideration			   430,979

				    Assets 	 Fair value 
				    acquired	 adjustments

				    £	 £

		  Represented by:				  

			   Non-current assets	 5,740 	 (5,740)	 - 

			   Current assets	 589,543 	 54,666 	 644,209 

			   Cash	 (7,555)	 - 	 (7,555)

			   Current liabilities	 (577,561)	 (211,499) 	 (789,060)

				    10,167	 (162,573) 	 (152,406)

			   Intangible assets			   447,724

			   Goodwill			   261,024

			   Deferred taxation			   (125,363)

						      430,979

	 The deferred consideration of £129,000 is payable as cash in four instalments and as at 30 June 2008 £32,250 remains 		
	 outstanding.

	 This acquisition has been accounted for by the purchase method of accounting. 

	 The Group’s results for 2008 would not have been materially different if Indie Kids had been owned for the full financial year. 
	 Indie Kids has contributed a profit of £152,086 to the Group’s results since acquisition. 
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12.	 Intangible assets

			   IPR, brands 
			   and relationships	 Contracts	 Goodwill	 Total
			   £	 £	 £	 £

	 Cost					   

		  At 1 July 2006	 22,312 	 -	 307,438 	 329,750 

		  Additions - Purple Enterprises Ltd	 4,395,657 	 927,970 	 1,597,088 	 6,920,715 

		  Additions - other	 27,600 	 -	 -	 27,600 

		  Discounting deferred consideration	 -	 -	 (275,569)	 (275,569)

		  At 30 June 2007	 4,445,569 	 927,970 	 1,628,957 	 7,002,496 

						    

		  At 1 July 2007	 4,445,569 	 927,970 	 1,628,957 	 7,002,496 

		  Additions - Indie Kids	 307,228 	 140,496 	 261,024	 708,748

		  Additions - other	 9,598 	 -	 4,809 	 14,407 

		  Amendment to deferred 

		  consideration	 -	 -	 (400,000)	 (400,000)

		  Amendment to deferred 

		  consideration discount	 -	 -	 92,209 	 92,209 

		  Change in tax rate	 -	 -	 (105,068)	 (105,068)

		  At 30 June 2008	 4,762,395 	 1,068,466 	 1,481,931	 7,312,792

						    

	 Amortisation					   

		  At 1 July 2006	 2,943 	 -	 34,587 	 37,530 

		  Charge for the year	 40,613 	 38,665 	 15,373 	 94,651 

		  Amounts written off	 -	 -	 257,478 	 257,478 

		  At 30 June 2007	 43,556 	 38,665 	 307,438 	 389,659 

						    

		  At 1 July 2007	 43,556 	 38,665 	 307,438 	 389,659 

		  Charge for the year	 229,308 	 302,241 	 -	 531,549 

		  At 30 June 2008	 272,864 	 340,906 	 307,438 	 921,208 

						    

	 Net Book Value					   

		  30 June 2008	 4,489,531 	 727,560 	 1,174,493	 6,391,584

		  30 June 2007	 4,402,013 	 889,305 	 1,321,519 	 6,612,837 

	 Goodwill arising on acquisition after the date of transition to IFRS is attributable to operational synergies and earnings potential 
	 expected to be over the longer term. The main changes in the carrying amounts of goodwill are as a result of the acquisition 
	 of Indie 	Kids Limited and Indie Kids International Limited and from the revision to deferred consideration payable in respect of the 	
	 acquisition of Purple Enterprises Limited in 2007.
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12.	 Intangible assets - continued
	 The group has two individually material intangible assets.  Purple Enterprises Limited (purchased in 2007) is the owner of certain 		
	 intellectual properties. The intangible assets associated with this cash generating unit have a remaining amortisation period of 		
	 10 years. Indie Kids (Indie Kids Limited and Indie Kids International Limited) is a television production and development company.  	
	 Its intangible assets have a remaining amortisation period of 9 years. The carrying values of these intangible assets, together with 	
	 their post annual impairment test goodwill values are:

	 		  IPR, brands 			 
			   and 
			   relationships	 Contracts	 Goodwill	 Total

			   £	 £	 £	 £

	 Carrying value as at 30 June 2008				    	

		  Purple Enterprises Ltd	 4,174,621	 657,312	 913,469	 5,745,402

		  Indie Kids	 276,505	 70,248	 261,024	 607,777

	 Carrying value as at 30 June 2007					   

		  Purple Enterprises Ltd	 4,364,321	 889,305	 1,321,519	 6,575,145

		  Indie Kids	 -	 -	 -	 -

	 The recoverable amount of the cash generating units was derived from value-in-use calculations, covering a detailed two year 		
	 forecast followed by the extrapolation of expected cash flows at an average growth rate of 5% for the next eight years. The growth 	
	 rate reflects the estimated long term average growth rates for the product lines of the cash generating units. A discount	rate		
	 of 10% has been applied to these calculations. Management consider a period of ten years a reasonable forecasting period 		
	 the nature of the operations of the cash generating units.

13.	 Inventories
	 Inventories comprise development costs and recoverable distribution expenses. £465,830 was recognised as an expense in the 		
	 year (2007: £8,404).
	

14.	 Trade and other receivables
		  30 June	 30 June
		  2008	 2007

		  £	 £

	 Trade receivables	 193,286	 28,742 

	 Prepayments and accrued income	 178,187 	 169,318 

	 Other taxation	 8,168 	 - 

	 Other receivables	 39,161	 17,657 

 		  418,802	 215,717

	
	 At 30 June the analysis of trade receivables that were past due but not impaired is as follows:

	 Days beyond due date:	 not yet due	 1-30 days	 31-60 days	 61-90 days	 over 90 days

		  £	 £	 £	 £	 £

	 30 June 2008	 159,514	 2,357	 8,225 	 37 	 23,153 

	 30 June 2007	 - 	 4,111 	 - 	 - 	 24,631 

	 The carrying amount of trade receivables is considered a reasonable approximation of their fair value. All of the Group’s trade 		
	 and other receivables have been reviewed for indicators of impairment. No receivables were found to be impaired.
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15.	 Trade and other payables

		  30 June	 30 June
		  2008	 2007

		  £	 £

	 Preference share interest	 20,000	 44,733 

	 Trade payables	 191,550	 91,588 

	 Other payables	 130,475	 583 

	 Accruals and deferred income	 401,690	 233,284 

	 Other taxation and social security costs	 22,079	 93,426 

	 Deferred consideration	 732,250	 -

		  1,498,044 	 463,614 	

	 The carrying values of trade and other payables are considered to be a reasonable approximation of their fair value.

16.	 Deferred Consideration
	 Deferred consideration comprises payments due as a result of the purchase of Purple Enterprises Ltd in 2007.

		  2008	 2007

		  £	 £

	 Gross liability	 400,000 	 1,500,000 

	 Discount applied	 (43,874)	 (265,365)

	 Deferred consideration	 356,126 	 1,234,635 

	 The consideration is contingent on the net royalties received in respect of Purple Enterprises Ltd, after deduction of certain costs, 		
	 in the 2 years following completion. The estimate of the present value of the likely consideration payable has been calculated 		
	 based 	on management’s current forecasts. The total amount estimated to be paid is £1,100,000 (2007: £1,500,000), payable in 	
		 October 2008 and August 2009. The instalment due in October 2008 is classified as a current liability (see note 15 above).

17.	 Deferred taxation

 		  Accelerated 
		  capital 
		  allowances	Intangible Assets	 Tax losses	 Other	 Total

 		  £	 £	 £	 £	 £

	 At 30 June 2007	 -	 1,576,015 	 -	 -	 1,576,015 

	 (Charged)/credited to the 

	 income statement	 -	 (146,279)	 -	 -	 (146,279)

	 Due to rate change 	 -	 (105,068)	 -	 -	 (105,068)

	 Acquired on acquisition	 -	 125,363 	 -	 -	 125,363 

	 At 30 June 2008	 -	 1,450,031 	 -	 -	 1,450,031 

	 At 30 June 2008 the Group has cumulative trading tax losses amounting to £4,134,317 (2007: £3,959,940). No deferred tax 		
	 asset has been recognised at year end.
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18.	 Sale and leaseback transactions
	 Certain film and television assets with a cost of £5,099,752 (2007: £5,099,752) have been partly financed via sale and 		

	 leaseback arrangements as follows:-	

		  2008	 2007
		  £	 £

	 Deposits held in escrow	  3,119,902 	  3,361,137 

	 Less loans outstanding	  3,119,902 	  3,361,137 

	 Balance	 -	 -

	 The maturity of the above amounts is as follows:-

		  2008	 2007
		  £	 £

	 Less than one year	     275,109 	     241,234 

	 Two to five years inclusive	  1,490,934 	  1,328,064 

	 Over five years	  1,353,859 	  1,791,839 

	  	 3,119,902	 3,361,137

	 The Company has entered into certain sale and leaseback transactions relating to film productions, all ending during 2015.  		
	 Accordingly the Company has a legal commitment to pay lease rentals, which are financed from the majority of the sales 		
	 proceeds, 	which in turn are held on blocked deposit accounts.  The Company has no access to or control over these deposits 		
	 and	 all lease rental payments are made under irrevocable instructions and guaranteed by defeasance banks. No fees are received 	
	 under these arrangements.

	 The banks with whom these sums are deposited have given guarantees to the lessors in respect of the future lease rentals, and 		
	 a contingent liability would only crystallise upon the failure of the bank holding the deposit.  The deposits are held at ABN Amro 		
	 N.V (£1,281,526) and West LB AG (£1,838,376).

19. 	 Financial instruments
	 The Group’s circumstances and operations do not require the use of complex financial instruments. Nevertheless, the directors 		
	 recognise that the Group faces certain risks and these are discussed below.

	 The Group’s financial instruments comprise cash, trade debtors and trade creditors that arise directly from its operations. The 	
	 Board 	has reviewed and agreed policies for managing these items. At 30 June 2008 and 30 June 2007, there is no material 		
	 difference between the book value and the fair value of the Group’s financial assets and financial liabilities.

	 Financial assets by category
	 The accounting policies outlined on page 21 for financial assets have been applied to the line items below. IAS 39 categories of 		
	 financial asset included in the balance sheet and the headings in which they are included are as follows:

		  2008	 2007
		  £	 £

	 Current assets		

	 Trade and other receivables	 418,802	 215,717

	 Cash and cash equivalents	 463,922	 1,370,166

	 Credit risk
	 The Company closely monitors its credit risk. New customers are credit checked to ensure they will be able to meet their 		
	 contractual 	financial commitments. Credit reviews of existing customers are undertaken when renewing or extending contracts. 		
	 Outstanding trade receivables are reviewed periodically, and appropriate steps taken to recover debts. Provision is made against 	
	 debts considered unrecoverable. 
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19. 	 Financial instruments - continued 
	 Financial liabilities by category
	 The accounting policies outlined on page 21 for financial liabilities have been applied to the line items below. IAS 39 categories 	
	 of 	financial liability included in the balance sheet and the headings in which they are included are as follows:

			                                           Current				             Non current
		  Effective	                   Within	                           6 to 12		                   1 to 5		       Later than
		  Interest	                   6 months                        months		                    years	                     5 years

		  rate	 2008	 2007	 2008	 2007	 2008	 2007	 2008	 2007

		  %	 £	 £	 £	 £	 £	 £	 £	 £

	 Current liabilities									       

	 Trade payables	 -	 1,498,044	 463,614	 -	 -	 -	 -	 -	 -

	 Non-current liabilities									       

	 Other long term 

	 liabilities	 -	 -	 -	 -	 -	 1,806,157	 2,810,650	 -	 -

	 Interest rate risk
	 The Group currently finances its operations through retained profits and equity invested. It is therefore not impacted by interest 		
	 rate fluctuations.

	 Capital management
	 The Group’s objectives when managing capital are:
	 •	 	to safeguard its ability to continue as a going concern
	 •	 	to meet its operational requirements 
	 •	 	to maintain a capital structure that is in the best interests of it shareholders. 
	 The Board regularly reviews the Group’s capital requirements to ensure they are meeting the above objectives, there have been 		
	 no changes in those objectives during the year. The Group is not subject to any externally imposed capital requirements. The 		
	 share 	consolidation has changed the Group’s capital structure (see note 21 below).

20.	 Commitments
	 The Group had no capital commitments as at 30 June 2008 (2007: nil)

	 The Group leases its office premises under a 5 year lease expiring in 2010, and has one lease for office equipment also expiring 	
	 in 	2010. The total future minimum payment under these leases is £53,387 (2007: £79,676).

 
21.	 Share capital

			   30 June		 30 June
			   2008		 2007

			   £		 £

	 Authorised:		

		  35,000,000 (2007: 700,000,000) ordinary shares of 1p each	 350,000 		 7,000,000 

		  700,000,000 (2007: nil) deferred ordinary shares of 0.95p each	 6,650,000		 -

			   7,000,000		 7,000,000

			 

	 Allotted, called up and fully paid:		

		  24,526,043 (2007: 490,520,871) ordinary shares of 1p each	 245,260 		 4,905,208 

		  465,994,828 (2007: nil) deferred ordinary shares of 0.95p each	 4,659,948		 -

			   4,905,208		 4,905,208

 

32 33

Notes to the Consolidated Financial Statements - continued

COOLABI  PLC



21.	 Share capital - continued
	 During the year, the Company sub-divided and re-designated each individual 1p share into one new ordinary share of 0.05p and 	
	 one deferred share of 0.95p. It was further resolved that every 20 ordinary shares of 0.05p be consolidated into one new ordinary 	
	 share of 1p each.

	 The share capital for Coolabi plc consists of two classes of shares. The ordinary shares with a par value of 1p each are all 			
	 equally 	eligible to receive dividends and the repayment of capital, and represent one vote at shareholders’ meetings. The deferred 	
	 ordinary 	shares with a par value of 0.95p each have no right to receive dividends or repayment of capital, and have no voting 		
	 rights attached.

22.	 Share options
	 Options to subscribe for ordinary shares of 1p each have been granted to present directors and employees of the Group. 			 
	 Outstanding 	options at 30th June 2008 are as follows:

		 Shares under 	 Date at

		 options grant	 which exercisable		 Exercise price	 Date from date	 Expiry

		  12,500	 20 Feb 2004		  245p	 20 Feb 2004	 19 Feb 2009

		  1,658,933	 26 Jul 2007		  35p	 11 Jul 2007	 10 Jul 2012

		  142,857	 27 Sep 2007		  35p	 27 Sep 2007	 26 Sep 2012

	 The movement in the total number of share options over the periods were as follows:

						      2008	 2007

						      Number	 Number

	 Outstanding at beginning of period				    5,690,000 	 5,026,667 

	 Granted					     36,035,790 	 4,000,000 

	 Forfeited					     (5,200,000)	 (3,336,667)

	 Outstanding at share conversion date				    36,525,790	 5,690,000

		

	 Conversion of 20 old shares to one new share			   1,826,290 	

	 Lapsed				     	 (12,000)	

	 Outstanding at end of year				    1,814,290 	

	 Exercisable at end of year				    1,814,290 	
		
	 The individual share option plans are disclosed below:

	 2001 share options granted
	 During the year ended 30 June 2001, the Company granted 360,000 share options to officers and employees that remained 		
	 unexercised but had all vested as at 1 July 2005. During the year ended 30 June 2007, 120,000 share options were forfeited. 		
	 The 	balance was consolidated into 12,000 share options, which lapsed on 13 May 2008.

	 2004 share options granted  
	 During the year ended 30 June 2004, the Company granted 2,500,000 share options to employees and officers that remained 		
	 unexercised but had all vested apart from 300,000 share options as at 1 July 2005. During the year ended 30 June 2007, 		
	 1,050,000 of the vested share options were forfeited and during the year ended 30 June 2008 a further 1,200,000 were 			 
	 forfeited. 	The balance of 300,000 share options were converted at 16 November 2007 to 12,500 new options. The 	options 		
	 outstanding at 30 June 2008 had an average exercise price of 245p and an average contractual life of 6 years and those 			
	 outstanding at 30 June 2006 had an average exercise price of 12.25p and an average contractual life of 5 years.

	 Management estimated the fair value of the options, pre conversion, once vested, to be 7.27p per option at the date of grant. 		
	 The value of these options was determined using the binomial option-pricing model with assumptions of the risk free rate of 		
	 4.75%, 	the average term of 2.5 years, share price at time of granting of 11p and volatility of 113.45%.  
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22.	 Share options - continued
	 2007 share options granted
	 During the year ended 30 June 2007, the Company granted 4,000,000 share options. These options were forfeited in the year.

	 At time of grant, management estimated that the fair value of these options, once vested, was 0.71p per option. The value of 		
	 these 	options was determined using the binomial option-pricing model with assumptions of the risk free rate of 5.10%, the 		
	 average 	term of 3 years, share price at time of granting of 1.88p and volatility of 75.54%.

	 2008 share options granted  
	 During the year ended 30 June 2008, the Company granted 36,035,790 share options to employees and officers in two tranches 	
	 on 26 July 2007 and 26 September 2007. Tranche 1 of 33,178,648 share options remained unexercised and unvested at 30 		
	 June 	 2008, tranche 2 of 1,801,790 share options were vested but not yet exercised at 30 June 2008.  The share options were 		
	 converted at 16 November 2007 to 1,801,790 new options, with an average exercise price of 35p per converted share.

	 Management estimate that the fair value of these options, once vested, will be an average of 25p per converted option at the 		
	 date of 	grant. The value of these options was determined using the binomial option-pricing model with assumptions of the 		
	 risk free 	rate of 5.27%, the average term of 3 years, share price at time of granting of 1.75p and volatility of 106.35%.

23.	 Reserves
			   Share capital	 Share 	 Profit and loss	 Total
				    premium 	 account
				    account		
			   £	 £	 £	 £

	 At 1 July 2007	 4,905,208	 3,979,411	 (3,908,733)	 4,975,886

	 Loss for the financial year	 -	 -	 (848,141)	 (848,141)

	 Share-based payment costs	 -	 -	 85,724	 85,724

	 Share consolidation costs	 -	 (10,000)	 -	 (10,000)

	 At 30 June 2008	 4,905,208	 3,969,411	 (4,671,150)	 4,203,469
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24.	 Related party disclosures
	 Relationships between parent and subsidiaries
	 Coolabi plc is the parent company and ultimate controlling party of:

	 Entity		  Country of 	 Proportion of	 Holding	 Nature of business
			   incorporation	 shares and	

				    voting rights held		

	 Purple Enterprises Limited	 England & Wales	 100%	 Ordinary shares	 Publishing

	 Coolabi Licensing Limited	 England & Wales	 100%	 Ordinary shares	 Brand Licensing

	 Coolabi Productions Limited	 England & Wales	 100%	 Ordinary shares	 Television Production

	 Coolebah Limited		 England & Wales	 100%	 Ordinary shares	 Dormant

	 Alibi Music Publishing Limited	 England & Wales	 100%	 Ordinary shares	 Dormant

	 Alibi Films International Limited	 England & Wales	 100%	 Ordinary shares	 Dormant

	 Alibi Communications Limited	 England & Wales	 100%	 Ordinary shares	 Dormant

	 Alibi Productions (Dead) Limited	 England & Wales	 75%	 Ordinary shares	 Television Production

	 Alibi Productions (Safe House) Limited	 England & Wales	 100%	 Ordinary shares	 Television Production

	 Alibi Productions (Sir Gadabout) Limited	 England & Wales	 100%	 Ordinary shares	 Television Production

	 Alibi Productions (Sir Gad 2) Limited	 England & Wales	 100%	 Ordinary shares	 Television Production

	 Indie Kids Limited		 England & Wales	 100%	 Ordinary shares	 Television Production

	 Indie Kids International Limited	 England & Wales	 100%	 Ordinary shares	 Television Production

	 PRNA Limited		  England & Wales	 51%	 Ordinary shares	 Publishing

		 Alibi Productions Limited	 England & Wales	 100%	 Ordinary shares	 Television Production

	

	 Transactions between Group companies
	 All balances held between Group companies are eliminated upon consolidation.

	 Transactions with other related parties
	 William Harris, who is Chairman of the Company, and Tim Ricketts, who is Finance Director, are both directors of Avonglen 		
	 Limited. 	During the year fees of £194,666 were paid to Avonglen Limited for their services as directors and consultants, 		
	 plus related 	expenses (2007: £128,525). The balance owing to Avonglen Limited at 30 June 2008 was £58,701 (2007: 		
	 £13,842). 

25.	 Post balance sheet event
	 On 3rd October 2008 the Company concluded certain bank facilities with Coutts & Co to the aggregate value of £2m, for 		
	 the purposes of funding the deferred consideration payments arising from the acquisition of Purple Enterprises Limited in May 		
	 2007, 	and furthering the Company’s strategy. These are secured by way of a debenture and cross guarantee across Coolabi plc 	
	 and its subsidiaries.
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26.	 Explanation of transition to IFRS
	 As stated in the Basis of Preparation, these are the Group’s first consolidated financial statements prepared in accordance with 		
	 IFRS.  

	 An explanation of how the transition from UK GAAP to IFRS has affected the Group’s financial position, financial performance 		
	 and cash flows is set out below.

	 IFRS 1 permits companies adopting IFRS for the first time to take certain exemptions from the full requirements of IFRS from the 		
	 transition date.  These financial statements have been prepared on the basis of the exemption that business combinations prior 		
	 to 	1 July 2006 - the Group’s date of transition to IFRS - have not been restated to comply with IFRS 3 “Business Combinations”.  	
	 Goodwill arising from these business combinations has not been restated.

	 Reconciliation of equity at 1 July 2006
			   UK GAAP			   Note					     IFRS

			   £ 		  a		  b		  c		  £ 

	 ASSETS					   

	 Non-current assets					   

	 Property, plant and equipment	 16,054 		  -		  -		  -		 16,054 

	 Goodwill		  -		  -		  -		  -		  -

	 Other intangible assets	 292,220 		  -		  -		  -               	292,220 

			   308,274 		  -		  -		  -               	308,274 

	 Current Assets					   

	 Inventories		  3,937 		  -		  -		  -	   	3,937 

	 Trade and other receivables	 86,203 		  -		  -		  -		 86,203 

	 Cash and cash equivalents	 664,616 		  -		  -		  -               	664,616 

			   754,756 		  -		  -		  -               	754,756 

	 Total assets		  1,063,030 		  -		  -		  -	       1,063,030 

						    

	 LIABILITIES					   

	 Current liabilities					   

	 Trade and other payables	 (234,128)		  -		  -		  -	         (234,128)

						    

	 Non-current liabilities					   

	 Preference shares		 (230,000)		  -		  -		  -             	(230,000)

	 Deferred consideration	 -		  -		  -		  -		  -

	 Deferred tax liabilities	 -		  -		  -		  -		  -

			   (230,000)		  -		  -		  -             	(230,000)

	 Total Liabilities		  (464,128)		  -		  -		  -            	(464,128)

						    

	 Net Assets		  598,902 		  -		  -		  -              	598,902 

						    

	 EQUITY					   

	 Equity attributable to the equity holders of the Company		  	

	 Share capital		  1,138,541 		  -		  -		  -            	1,138,541 

	 Share premium account	 2,407,667 		  -		  -		  -            	2,407,667 

	 Shares to be issued	 204,167 		  -		  -		  -               	204,167 

	 Profit and loss account	 (3,151,473)		  -		  -		  -	      (3,151,473)

			   598,902 		  -		  -		  -              	598,902 
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26.	 Explanation of transition to IFRS - continued
	 Reconciliation of equity at 30 June 2007

		  UK GAAP		  Note		  IFRS

		  £ 	 a	 b	 c	 £ 

	 ASSETS	 				  

	 Non-current assets					   

	 Property, plant and equipment	 14,271 	 -	 -	 -	 14,271 

	 Goodwill	 -	 (275,569)	 1,597,088 	 -	 1,321,519 

	 Other intangible assets	 5,291,318 	 -	 -	 -	 5,291,318 

		  5,305,589 	 (275,569)	 1,597,088 	 -	 6,627,108

	 Current Assets					   

	 Inventories	 37,159 	 -	 -	 -	 37,159 

	 Trade and other receivables	 215,717 	 -	 -	 -	 215,717 

	 Cash and cash equivalents	 1,370,166 	 -	 -	 -	 1,370,166 

		  1,623,042 	 -	 -	 -	 1,623,042 

	 Total assets	 6,928,631 	 (275,569)	 1,597,088 	 -	 8,250,150

						    

	 LIABILITIES					   

	 Current liabilities					   

	 Trade and other payables	 (463,614)	 -	 -	 -	 (463,614)

						    

	 Non-current liabilities					   

	 Deferred consideration	 (1,500,000)	 265,365 	 -	 -	 (1,234,635)

	 Deferred tax liabilities		  -	 (1,597,088)	 21,073 	 (1,576,015)

		  (1,500,000)	 265,365 	 (1,597,088)	 21,073 	 (2,810,650)

	 Total Liabilities	 (1,963,614)	 265,365 	 (1,597,088)	 21,073 	 (3,274,264)

						    

	 Net Assets	 4,965,017 	 (10,204)	 -	 21,073 	 4,975,886

						    

	 EQUITY					   

	 Equity attributable to the equity holders of the Company			 

	 Share capital	 4,905,208 	 -	 -	 -	 4,905,208 

	 Share premium account	 3,979,411 	 -	 -	 -	 3,979,411 

	 Profit and loss account	 (3,919,602)	 (10,204)	 -	 21,073 	 (3,908,733)

		  4,965,017 	 (10,204)	 -	 21,073 	 4,975,886
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26.	 Explanation of transition to IFRS - continued
	 Reconciliation of profit for the year to 30 June 2007

		  UK GAAP		  Note		  IFRS

		  £ 	 a	 b	 c	 £ 

					     	

	 Revenue	 971,834 	 -	 -	 -	 971,834 

	 Cost of sales	 (589,168)	 -	 -	 -	 (589,168)

	 Gross profit	 382,666 	 -	 -	 -	 382,666 

	 Operating expenses	 (1,000,313)	 -	 -	 -	 (1,000,313)

	 EBITDA	 (617,647)	 -	 -	 -	 (617,647)

	 Depreciation	 (6,849)	 -	 -	 -	 (6,849)

	 Share-based payment costs	 (26,720)	 -	 -	 -	 (26,720)

	 Exceptional items	 (53,310)	 -	 -	 -	 (53,310)

	 Amortisation of intangible assets	 (94,651)	 -	 -	 -	 (94,651)

	 Total administrative costs	 (1,181,843)	 -	 -	 -	 (1,181,843)

	 Operating loss	 (799,177)	 -	 -	 -	 (799,177)

	 Interest charged	 (12,651)	 (10,204)	 -	 -	 (22,855)

	 Interest received	 16,983 	 -	 -	 -	 16,983 

	 Loss before income tax	 (794,845)	 (10,204)	 -	 -	 (805,049)

	 Income tax expense	 -	 -	 -	 21,073 	 21,073 

	 Loss for the year	 (794,845)	 (10,204)	 -	 21,073 	 (783,976)

	 Attributable to:					   

	 Equity holders of the Company	 (794,845)	 (10,204)	 -	 21,073 	 (783,976)

	 Minority interest	 -	 -	 -	 -	 -

		  (794,845)	 (10,204)	 -	 21,073 	 (783,976) 

	 Notes to the reconciliations
	 Application of IFRS has resulted in the following reclassifications and adjustments:
	 a.	 Deferred consideration of £1,500,000 for the acquisition of Purple Enterprises Limited has been discounted at 30 June 		
		  2007 by £265,365.
	 b.	 Recognition of a deferred tax liability on the acquisition of intangible assets arising from the acquisition of Purple 			 
		  Enterprises Ltd in May 2007. 
	 c.	 Realisation of the deferred tax liability recognised in b. for the period, consistent with amortisation of the related intangible 	
		  asset.

	 Application of IFRS has resulted in reclassification of certain items in the cash flow statement as follows:
	 a.	 Under UK GAAP, payments to acquire property, plant and equipment were classified as part of ‘Capital expenditure’.  			
		  Under 	IFRS, payments to acquire property, plant and equipment have been classified as part of ‘Investing activities’.
	 There are no other material differences between the cash flow statement presented under IFRS and the cash flow statement 			 
	 presented under UK GAAP.
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We have audited the parent company financial statements of Coolabi plc for the year ended 30 June 2008 which comprise the balance 
sheet, the principal accounting policies and notes 1 to 19. These parent company financial statements have been prepared under the 
accounting policies set out therein.

We have reported separately on the Group financial statements of Coolabi plc for the year ended 30 June 2008.

This report is made solely to the Company’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 Company’s members those matters we are required to state to them in 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 opinions we have formed.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the Annual Report and the parent Company financial statements in accordance with United 
Kingdom law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in the 
Statement of Directors’ Responsibilities.

Our responsibility is to audit the parent company financial statements in accordance with relevant legal and regulatory requirements and 
International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the parent company financial statements give a true and fair view and have been properly 
prepared in accordance with the Companies Act 1985. We also report to you whether in our opinion the Directors’ Report is consistent 
with the parent company financial statements. The information given in the Directors’ Report includes that specific information presented 
in Chairman’s Statement that is cross referred from the Business Review section of the Directors’ Report.

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all the 
information and explanations we require for our audit, or if information specified by law regarding directors’ remuneration and other 
transactions is not disclosed. 

We read other information contained in the Annual Report and consider whether it is consistent with the audited parent company financial 
statements. This other information comprises only the Directors’ Report, the unaudited part of the Boards’ Remuneration Report, the 
Chairman’s Statement and the Corporate Governance report. We consider the implications for our report if we become aware of any 
apparent misstatements or material inconsistencies with the parent company financial statements. Our responsibilities do not extend to 
any other information.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. 
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the parent company financial 
statements. It also includes an assessment of the significant estimates and judgements made by the directors in the preparation of the 
parent company 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 obtain all the information and explanations which we considered necessary in order to 
provide us with sufficient evidence to give reasonable assurance that the parent company financial statements are free from material 
misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the 
presentation of information in the parent company financial statements.

Opinion

In our opinion:
•	 the parent company financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted 	 	 	
	 Accounting 	Practice, of the state of the Company’s affairs as at 30 June 2008 and of its loss for the year then ended
•	 the parent company financial statements have been properly prepared in accordance with the Companies Act 1985; and 
•	 the information given in the Directors’ Report is consistent with the financial statements.
 
GRANT THORNTON UK LLP
REGISTERED AUDITOR
CHARTERED ACCOUNTANTS
LONDON

Date: 20th October 2008
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			   as at	 as at
			   30 June	 30 June
			   2008	 2007
				    restated
		  Note	 £ 	 £ 

				  

Fixed Assets			 

Intangible assets	 6	 20,622	 13,977

Tangible assets	 7	 42,673	 14,271

Investments	 8	 5,453,597	 5,756,578

			   5,516,892	 5,784,826

				  

Current Assets			 

Stocks	 9	 73,778	 29,079

Debtors	 10	 93,105	 66,314

Cash at bank & in hand		  120,393	 1,330,150

			   287,276	 1,425,543

				  

Creditors: Amounts falling due within one year	 11	 (1,903,371)	 (1,300,249)

				  

Net Current Assets		  (1,616,095)	 125,294

				  

Creditors: Amounts falling due after one year	 12	 (356,126)	 (1,234,634)

				  

Net Assets		  3,544,671	 4,675,486

				  

Capital and Reserves			 

Called up share capital	 13	 4,905,208	 4,905,208

Share premium account	 14	 3,969,411	 3,979,411

Profit and loss account		  (5,329,948)	 (4,209,133)

Equity Shareholders Funds		  3,544,671	 4,675,486

The notes on pages 42 to 48 are an integral part of these consolidated financial statements.
Approved by the board on 8th October 2008 and signed on its behalf by:

J Banks	        T Ricketts
Director	     Director
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Accounting Basis and Standards

These financial statements have been prepared in accordance with the historical cost convention and with applicable accounting standards 
and UK GAAP.

Restatement of Prior Year Results

The results for the Company for the year to 30 June 2007 have been restated to move the results and balances of Zenith Entertainment 
Limited (certain assets of which were acquired during 2007) to Coolabi Productions Limited, a Company wholly owned by Coolabi 
PLC. In addition, the deferred consideration relating to the Purple Enterprises Limited acquisition has been discounted. The impact on 
the Company’s results is to increase the loss before tax by £119,034 from £921,949 to £1,040,983, and reduce its net assets from 
£4,794,520 to £4,675,486. The restatement has no impact on the Group’s restated consolidated results to 30 June 2007.

Intangible Fixed Assets  

For intellectual property rights, amortisation is provided at rates calculated to write off the cost of the assets less estimated residual value 
over their estimated useful lives.

Tangible Fixed Assets and Depreciation

Tangible fixed assets are stated at purchase cost.

Depreciation is provided at rates calculated to write off the cost of the assets less estimated residual value over their estimated useful lives 
as follows:
	 Computer Equipment 	 33% 
	 Furniture, Fittings & Equipment    	 20% 
	 Brand Style Guides	 20% 

Investments

Investments are shown at cost, inclusive of incidental costs of acquisition, less provision for impairment where applicable.

Stocks

These costs represent expenditure on projects in development, production and distribution and are valued at the lower of cost and net 
realisable value. These costs are carried forward only when, in the opinion of the directors, there is a clearly defined project, and the 
recovery of these costs can reasonably be expected.

Foreign Currency

Transactions in foreign currencies are translated into sterling at the rate of exchange ruling at the date of the transaction.  Assets and 
liabilities in foreign currencies are translated at the rate of exchange ruling at the balance sheet date. Exchange differences are taken to 
the profit and loss account in arriving at the operating result for the year.

Deferred Taxation

Deferred tax arises as a result of including items of income and expenditure in taxation computations in periods different from those in 
which they are included in the Company’s accounts.  Deferred tax is provided in full on timing differences, which result in an obligation to 
pay more tax at a future date, at the current tax rates and laws.  Deferred tax is measured on an undiscounted basis at the tax rates that 
are expected to apply in the periods in which timing differences reverse, based on tax rates and laws enacted or substantively enacted at 
the balance sheet date.
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Operating Leases

Rentals under operating leases are charged on a straight line basis over the term of the lease.

Share-based payments and share options

All Group share-based payments and option transactions are made by the Company. See note 22 of the consolidated financial 
statements.
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1.	 Loss for the financial year
	 The Company has not presented its own profit and loss account as permitted by Section 230 of the Companies Act 1985.  The 		
	 amount of the consolidated loss after taxation for the financial year dealt with in the accounts of the Company is £1,206,539 		
	 (2007: £1,040,983).

2.	 Staff costs
	 The average monthly number of employees of the Company, including executive directors, in the year was:

		  30 June	 30 June
		  2008	 2007
		  number	 number

	 Development, sales and administration	  8	 8
		

	 The aggregate remuneration comprises:

		  30 June	 30 June
		  2008	 2007

		  £	 £

	 Wages and Salaries	 562,783	 572,242

	 Social Security	 54,781	 48,320

		  617,564	 620,562	

3.	 Directors Emoluments
	 Directors emoluments are all made via Coolabi plc – see note 4 of the consolidated accounts.

4.	 Taxation
	 No taxes were paid during this or any other periods shown.

5.	 Dividends
	 No dividends were paid during this or any other periods shown.

6.	 Intangible Fixed Assets

			   30 June	 30 June
			   2008	 2007
				    (restated)
			   Intellectual 	 Intellectual 
			   property rights	 property rights
			   £	 £

	 Cost	 At 1 July	 16,521	 16,521

		  Additions	 10,037	 -

		  At 30 June	 26,558	 16,521

			 

	 Amortisation	 At 1 July	 2,544	 -

		  Charge for the year	 3,392	 2,544

		  At 30 June	 5,936	 2,544

	 Net Book Value		  20,622	 13,977
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7.	 Tangible Fixed Assets
			   Brand Style 	 Fixtures &	 Computer	 Total
			   Guides	 Fittings  	 Equipment		
			   £	 £	 £	 £

	 Cost		  			 

		  At 1 July 2006	 -	 17,645	 29,041	 46,686

		  Additions	 -	 -	 5,067	 5,067

		  Disposals	 -	 -	 -	 -

		  At 30 June 2007	 -	 17,645	 34,108	 51,753

						    

		  At 1 July 2007 	 - 	 17,645 	 34,108 	 51,753 

		  Additions	 21,688 	 1,243 	 13,048 	 35,979 

		  Disposals	 - 	 - 	 - 	 - 

		  At 30 June 2008	 21,688 	 18,888 	 47,156 	 87,732 

						    

	 Depreciation					   

		  At 1 July 2006	 -	 4,332	 26,299	 30,631

		  Charge for the year	 -	 2,873	 3,978	 6,851

		  Disposals	 -	 -	 -	 -

		  At 30 June 2007	 -	 7,205	 30,277	 37,482

						    

		  At 1 July 2007	 - 	 7,205 	 30,277 	 37,482 

		  Charge for the year	 - 	 3,396 	 4,181 	 7,577 

		  Disposals	 - 	 - 	 - 	 - 

		  At 30 June 2008	 - 	 10,601 	 34,458 	 45,059 

						    

	 Net Book Value					   

	 30 June 2008	 21,688 	 8,287 	 12,698 	 42,673 

	 30 June 2007	 - 	 10,440 	 3,831 	 14,271 

8.	 Investments

				    	 30 June	 30 June 
					     2008	 2007 
						      (restated)
					     Subsidiary 	 Subsidiary
					     Undertakings	 Undertakings
					     £	 £

	 Cost		

		  At 1 July			   5,756,578	 315,058

		  Additions			   4,810	 6,032,126

		  Discount on deferred consideration			   -	 (275,569)

		  Amendment to deferred consideration			   (400,000)	 -

		  Change in discount on deferred consideration			  92,209	 -

		  Written off in year			   -	 (315,037)

		  At 30 June			   5,453,597	 5,756,578

	 All of the above investments are unlisted.
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9.	 Stock
			   30 June	 30 June 
			   2008	 2007
				    (restated)
			   £	 £

	 Development costs and recoverable distribution expenses		

		  Opening Balance	 29,079	 3,937

		  Additions in the year	 56,124	 25,142

		  Recognised as an expense in the year	 (11,425)	 -

		  Write down to net realisable value	 -	 -

			   73,778	 29,079

10.	 Debtors

			   30 June	 30 June 
			   2008	 2007
				    (restated)
			   £	 £

	 Trade debtors	 -	 3,533

	 Prepayments and accrued income	 45,749	 45,123

	 Other taxation	 8,815	 -

	 Other debtors	 38,541	 17,658

			   93,105	 66,314

11.	 Creditors: Amounts falling due within one year

			   30 June	 30 June 
			   2008	 2007
				    (restated)
			   £	 £

	 Preference share interest	 20,000	 44,733

	 Trade payables	 138,563	 67,846

	 Amounts owed to Group undertakings	 843,627	 984,179

	 Accruals and deferred income	 179,102	 191,731

	 Other taxation and social security costs	 22,079	 11,760

	 Deferred consideration	 700,000	 -

			   1,903,371	 1,300,249

12.	 Creditors: Amounts falling due after one year

			   30 June	 30 June 
			   2008	 2007
				    (restated)
			   £	 £

	 Deferred consideration	 356,126	 1,234,635 

			   356,126	 1,234,635 
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13.	 Share capital

					     30 June	 30 June
					     2008	 2007
						      £	 £

	 Authorised:		

		  35,000,000 (2007: 700,000,000) ordinary shares of 1p each		  350,000 	 7,000,000 

		  700,000,000 (2007: nil) deferred ordinary shares of 0.95p each		  6,650,000	 -

						      7,000,000	 7,000,000

			 

	 Allotted, called up and fully paid:		

		  24,526,043 (2007: 490,520,871) ordinary shares of 1p each		  245,260 	 4,905,208 

		  465,994,828 (2007: nil) deferred ordinary shares of 0.95p each		  4,659,948	 -

						      4,905,208	 4,905,208

	 During the year, the Company sub-divided and re-designated each individual 1p share into one new ordinary share of 0.05p 		
	 and 	one deferred share of 0.95p. It was further resolved that every 20 ordinary shares of 0.05p be consolidated into one new 		
	 ordinary share of 1p each.

	 The share capital for Coolabi plc consists of two classes of shares. The ordinary shares with a par value of 1p each are all			 
	 equally 	eligible to receive dividends and the repayment of 	capital, and represent one vote at shareholders’ meetings. The 			 
	 deferred ordinary 	shares with a par value of 0.95p each have no right to receive dividends or repayment of capital, and have 
	 no voting rights attached.

14.	 Share premium account
		                                                   Number of shares		                               Share Capital		          Premium on
		  Ordinary		  Ordinary	 Ordinary		                    Ordinary      	shares issued		
		   shares of 1p 	 shares of 0p	 shares of 1p		                 shares of 0p
		  each		  each	                     each			  each		
						      £	 £		  £

	 At 1 July 2006	 113,854,198 			   -	 1,138,541 	 - 		 2,407,667 

	 Shares issued at 1p	    10,000,000 			  -	 100,000 	 - 		  - 

	 Shares issued at 1.5p	 366,666,673 			   -	 3,666,667 	 - 		 1,833,333

	 Issue costs	                     - 			  -	 - 	 - 		  (261,589)

	 At 30 June 2007	  490,520,871 			  - 	 4,905,208 	 - 		 3,979,411 

							     

	 At 1 July 2007	  490,520,871 			  - 	 4,905,208 	 - 		 3,979,411 

	 Share consolidation	 (465,994,828)		  465,994,828 		 (4,659,948)	 4,659,948 		  - 

	 Consolidation costs	                     -			   - 	 - 	 - 		  (10,000)

	 At 30 June 2008	    24,526,043 		 465,994,828 	 245,260 	 4,659,948 		 3,969,411 

15.	 Reserves
			   Profit and loss 	 Share premium	 Total
			   account	 account	
			   £	 £	 £

	 At 1 July 2007 (restated)	 (4,209,133)	 3,979,411	 (229,722)

	 Loss for the financial year	 (1,206,539)	 -	 (1,206,539)

	 Share-based payment costs	 85,724	 -	 85,724

	 Share consolidation costs	 -	 (10,000)	 (10,000)

	 At 30 June 2008	 (5,329,948)	 3,969,411	 (1,360,537)
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16.	 Reconciliation in movement of shareholders’ funds

			   	 Total
				    £

	 At 1 July 2007 (restated)			   4,675,486 

	 Loss for the financial year			   (1,206,539)

	 Share-based payment costs			   85,724

	 Share consolidation costs			   (10,000)

	 At 30 June 2008			   3,544,671

17.	 Financial commitments and contingent liabilities
	 The Company had no capital commitments at 30th June 2008 (2007: £nil).

	 The Company had annual commitments under non-cancellable operating leases as follows:-

			   30 June	 30 June
			   2008	 2007
			   £	 £

	 Expiring not later than one year		  - 	 - 

	 Expiring later than one year and not later than five years		  26,378 	 25,920 

	 Expiring later than five years		  - 	 - 

	 The Company has no contingent liabilities.

18.	 Transactions with Directors and related party disclosures
	 The Company has taken advantage of the exemption conferred by Financial Reporting Standard Number 8 not to disclose related 	
	 party transactions with subsidiary undertakings whose voting rights are 90% or more controlled within the Group.
	 William Harris, who is Chairman of the Company, and Tim Ricketts, who is Finance Director, are both directors of Avonglen 	  	
	 Limited. During the year fees of £194,666 were paid to 	Avonglen Limited for their services as directors 	and consultants, plus 		
	 related 	expenses (2007: £128,525). The balance owing to Avonglen Limited at 30 June 2008 was £58,701 (2007: £13,842). 
	

19.	 Post balance sheet event
	 On 3rd October 2008 the Company concluded certain bank facilities with Coutts & Co to the aggregate value of £2m, for 		
	 the purposes of funding the deferred consideration payments arising from the acquisition of Purple Enterprises Limited in May 		
	 2007, and furthering the Company’s strategy. These are secured by way of a debenture and cross guarantee across Coolabi plc 	
	 and its subsidiaries.
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