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designcapital plc EXECUTIVECHA | R MASTATEMENT
I am pleased to present the Companyds Report and Financi al

Designcapital plc was incorporated in June 2007, and was admitted to AIM on 21 January 2008, with the strategic objective
of promptly becoming a major pan European design focused investment company.

We commenced our life as an AIM company during one of the most difficult periods in living memory, with great uncertainty
as to the I mpact ,tHe banking crifis asevdllias energy prices land raw material costs, on economic
activity. There were also significant uncertainties as to whether these pressures could be managed by the world's monetary
authorities without triggering a deeper recession or a sharp rise in inflation.

The most immediate consequences of the economic crisis that has dominated 2008 has been a sharp contraction in credit, a
downturn in economic activity and a worldwide slowdown in most of the industry sectors, including the high-end furniture
design industry.

Amidst this very difficult economic background,whi ch aff ects most of the major mar ke
targets operate, the Company has moved quickly to implement its strategy of securing a key role in the consolidation of the
designer furniture industry in Europe by acquiring Artelano and the Forum Diffusion and Forum Développement companies
(AForumo) .

At the time of their acquisition these companies were already in special situations and in urgent need of turnaround
management.

Despite the economic downturn, the management teams of these companies have produced the desired results in terms of
stabilisation and although the turnaround has taken more time and resources than initially anticipated, we are now starting to
see financial improvements flow through.

Acquisitions
Artelano, a well known French designer, r e tdailiorginFehroady 2008. a n d

Artelano was founded in 1972 and is one of the most prestigious French designers of high end contemporary furniture. Since
its creation it has worked collaboratively with internationally recognised designers including Patricia Urquiola, Piero Lissoni,
Christophe Pillet and Olivier Gagnére.

Forum, a Paris based supplier of designer furniture, was acquired in April 2008 for a nominal cash consideration.

Forum was founded in 1977 and has built a strong reputation in the French market, supplying designer furniture to private
and corporate clients, for both home and office. The Forum business operates from a 1,200 square meter showroom, the
largest of its kind in Paris.

Forum advises, designs and completes the fitting out of premises for businesses, public places and for private clients. | t 6 s
clients are often high profile and have included the Assemblée Nationale, Opéra Bastille, Musées Nationaux, Ministere de la
Culture, Ministére des Affaires Etrangéres, Palais de Justice, Mairie de Paris, Richemont, France Telecom, Deutsche Bank,
Suez-Lyonnaise, ABN AMRO, Orascom, amongst many others.

Following acquisition, restructuring plans for both businesses commenced.

Since acquisition, Ar t e | managénsent has worked to significantly diversify and refresh the product range with new
fisi gnatur es 0 -Marie dMassaads Shih &zumi and Inés d 6 Urde ta Fressange having joined the Artelano
designersdé team and a significant number of new products e

Pl ans to increase Artelanods domestic and international s
retail distribution across France and the planned opening of its own shops in a number of European cities including London,
where there is the highest concentration of French people outside France and is an obvious market to target. The Forum
showroom in the centre of Paris will also be usedtoincreas e sal es of Artelanods new coll e

The Forum companies had suffered difficult trading conditions that resulted in several years of heavy losses prior to their
acquisition, the consequence of a lack of vision and absence of management leadership.

Following acquisition, the immediate objective was to achieve a commercial and financial turnaround which has now been
achieved, a result of the sales force being strengthened and operations and logistics re-organised and outsourced where
appropriate in order to reduce the cost base.
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Further economies of scale have been created by combining the administration, sales and marketing, and accounting
functions of Forum with Artelano. New and common information systems for both businesses will be implemented by the
2009 year end.

To complete and facilitate the restructuring, both busi
judiciaireodo pe30iDecdmber08n€his Court-gpproved process has allowed the companies to make the
necessary reductions in personnel and operational costs, in a timely and less costly manner. Additionally, certain of the
subsidiaryds Iliabilities have Buegheni nnficorremad Xx perd iotni otutsd yfi
process is contained in the Report of the Directors.

Financial Performance

Consolidated revenues for the year were £11,220,286 and cost of sales were £7,722,796 producing a gross profit of
£3,497,490 at a combined margin of 31%.

Artelano contributed revenues of £1,106,187, on which it made a loss before tax of £737,985, between the date of acquisition
and its year end of 30 September 2008. Trading in the 3 months to 31 December 2008 did not produce a financial result
materially different to the results as stated. Art el eother
Group companies.

Forum contributed sales of £10,114,098, on which it made a loss before tax of £1,474,585 between the date of acquisition
and the year end, 31 December 2008.

The Group benefited from other income of £53,022 and incurred total administrative and other operating expenses of
£5,838,589 and had exceptional costs relating to admission to the AIM market and restructuring costs of its subsidiaries of
£863,308.

After taking account of financing income, finance costs and taxation, the retained loss attributable to Shareholders was
£3,260,334.

At the year end the Company had no financial debt. However, on 26 June 2009, a facility of £600,000 was put in place with
oneoftheCompany és s har eh sl desupport the warkangl capital needs of the Group.

Outlook

designcapital6 strategy is to quickly build a solid business platform which will allow us to capitalise on the on-going
consolidation of the high-end global designer furniture industry. In parallel we are seeking opportunities that will allow us to
control a portfolio of design brands with international reach that can be distributed through shops and showrooms that we
own.

The dynamic restructurings of both the Artelano and Forum businesses during the first half of 2009 are already generating
improved results. For the first time in several years, in June 2009, Forum achieved positive EBITDA. It is also forecast that
Artelano will be EBITDA positive by the end of July 2009.

As we further turnaround and develop our growth strategy for these companies, we are continuing to seek other acquisitions

and investment opportunities where the Company has the ability to help them achieve scale, build brand value and
strengthen their distribution networks.

Frederic Bobo
Executive Chairman

30 June 2009
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designcapital plc REPORT OF THE DIRECTORS

The Directors present their Annual Report and the audited financial statements for the year ended 31 December 2008.
Principal Activities

The strategic objective of designcapital is to become a major pan European design focused investment company. The
company identifies and acquires or invests in companies and brands with a focus on:

9 Distribution and multi-brand retailing of high-end and luxury design furniture and designer-enabled products and
appliances; and

1 Creation and advisory services in the fields of architecture and design.

The Company focuses primarily on investment and acquisition opportunities within the European Union and the United
States as well as in selected emerging markets.

Review of Business

The results for the Group show a loss on ordinary activities of £3,203,133 before taxation for the year ended 31 December
2008 (22 June 2007 to 31 December 2007 for parent company : £361,626). The Directors do not recommend the payment of
a dividend.

designcapital |l isted on Londonds AI M mar ket otionathe sdnzettimea r y
raised proceeds, net of expenses amounting to £3,058,705. The market capitalisation at the placing price on admission was
£5,982,840.

On 18 April 2008, payment of a final call on shares issued at the time of admission raised a further £981,740 net of expenses.

The entire issued share capital of Artelano S. A. (AArtel ar
prestigious French designers of high-end contemporary furniture and its collections include tables, chairs and sofas.

The entire issued share capital of Forum Diffusion s.a.s.
2008. Forum is a Paris based supplier of designer furniture to private clients and corporate markets, for home and the office.

Future Developments

The Company intends identifying and acquiring or investing in luxury, contemporary design orientated businesses with a
particular focus on the retailing and distribution of furniture and design enabled products.

Its investment targets will encompass all stages of business development except start-ups with the objective of accelerating
the growth of businesses and to design and develop concept
terms of quality and status.

Each target will have a differentiated concept or brand; high growth potential; and a marketable brand or name that offers the
opportunity for internationalisation and product diversification.

The Company will seek, wherever practicable, majority investments or controlling stakes with the objective of supporting the
development of the acquired business thereby creating a portfolio of strategically integrated companies.

Directors
The following served as Directors during the year:

F J Bobo

P Herve

S Tikhomiroff

D J Henderson-Stewart (appointed 8 January 2008)

F Michel-Verdier

P C Rainero

R L Mclnnes (appointed 1 October 2008, resigned 23 December 2008)
J Rousseaux (appointed 28 March 2008, resigned 29 January 2009)
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Principal Risks and Uncertainties
The management of the business and the execution of the Gr
The key business risks affecting the Group are set out below.

Risks are formally reviewed by the Board, and appropriate processes are put in place to monitor and mitigate them. If more
than one event occurs, it is possible that the overall effect of such events would compound the possible adverse effects on
the Group.

Competition

The Group operates in a highly competitive market, particularly around price and product availability/quality. This may result

not only in downward pressure on margins, but also in the risk that the Group wi | | not meet its custo
Group is likely to face competition from other entities operating in its business sector, many of which may have significantly
greater financial resources than the Group. The Directors expect that as demand for high quality design products grows, new
competitors will enter the market and competition from established companies will increase.

Manufacturers and Designers

The Group is dependent upon the continued viability of its subcontracted manufacturers of furniture. During difficult
economic conditions, there is an increased risk that smaller subcontractors might struggle financially and if no longer viable,
may be unable to supply the Group products as and when required

Although designers are contracted by the Group they are not contracted on an exclusive basis other than with regard to
specific items. There is a risk that designers may choose not to continue collaborating with the Group beyond the short or
medium term thereby impactingonthe Groupds abi |l ity to develop additional new |

Employees

The Company is dependent upon its executive management team. Whilst it has entered into contractual arrangements with

the aim of securing the services of these personnel, the retention of their services cannot be guaranteed. The development

and success of the Group depends upon its ability to retain high quality and experienced staff. The loss of the services of key
personnel or the inability to attract additional personne|
business and trading results.

Financing

There is no assurance that sufficient financing will become available on terms acceptable to the Group or at all in order to
fulfil the Groupds i nvest men tGroamigunabletqg obtais adtitiomahfinaogng as needed, it t | €
may be required to curtail the scope of its operations or forfeit its interest in some of its targeted investments and acquisitions.

Post Balance Sheet Events

On 30 December 2008 Artelano and For umssbmehtfudisidirg’ ;na caup pasede d t
procedure which can be applied for where a company is in a state of "cessation des paiements" (cessation of payments)
but has not ceased it's activities and is capable of being rehabilitated.

The first stage of the process is an observation period during which management remain charged with managing the
business and creditors are barred from taking action to obtain payment for claims that arose before the court initiated the
"Redressement Judiciare".

During the observation period which typically lasts three to six months, although it can be extended to a maximum of 18
months where the court is confident that the business can be rehabilitated, the business can be restructured under the
protection of the court and the procedure.

Once the observation period ends, a company will continue
established with the Court - the "continuation” plan -, which can mean pre-redressement judiciaire creditors being repaid over
a period that extends to a maximum of ten years."

The first observation period for the Companies ended on 30 June 2009 and, whilst a second period has not been confirmed

by the Court, following discussions with the administrator, i t i s ma n a g e mennthad & se@mndpperiod @t i
observation will be granted for both Companies in early July 2009.

6



designcapital plc REPORT OF THE DIRECTORS
Policy and Practice on Payment of Creditors

The Company and Group do not follow a single standard on payment practice but have a variety of payment terms with their
suppliers. Payment terms are agreed at the commencement of business with each supplier and it is the policy of the
Company and Group that payment is made accordingly, subject to the terms being met. The payment period for those
l'iabilities under the O6redressement judiciaired procedbare
established and agreed with the French Court.

Financial Instruments

Financial instruments are recognised i n the Groupbs balance sheet when the
provision of the instrument. Financial assets and liabilities carried in the balance sheet include cash and bank balances,
trade receivables, trade payables, and borrowings. The particular recognition methods adopted are disclosed in the
individual policy statements associated with each item.

Corporate Governance
The Board supports the principles set out in the Combtoneodc
comply with the Code wherever possible, taking into account the size and resources available to the Company.

Details of the Companydés compliance are provided bel ow:

The Board

The Board is responsible for providing strategic direction for the Company and guiding management in the execution of this
strategy for the benefit of shar eholadns,itssvaluesTandestaritiardsradd esseréss t
that its obligations to its shareholders and others are understood and met.

All Directors are expected to bring an independent judgment to bear, and to take decisions objectively in the interests of the
Company. If Directors have concerns about the way the Company is being run or about any course of action that is proposed,
they must ensure that such concerns are recorded in the board minutes if they cannot be resolved.

Non-executive Directors are expected to constructively challenge and contribute to the development of strategy, to scrutinize
management performance, to satisfy themselves on the integrity of financial information and that financial controls and risk
management systems are robust and defensible. It is expected that the non-executive Directors will hold separate meetings
without the executive Directors or Chairman present. The scope of their responsibilities is enlarging, and non-executive
Directors will have to undertake that they have sufficient time to fulfil the role, and must disclose any other commitments or
future new appointments.

New Directors to the Board receive a detailed induction pack on appointment and are advised to regularly update and refresh
their skills and knowledge. This includes skills and knowledge that they need to bring to their role, as well as matters relating
to the Company itself.

The Audit Com mittee

The Audit Committee is chaired by Frederic Michel-Verdier and meets at least two times each year. The Audit Committee
reviews the Companyds annual and interim financi al Canmitdee me
also reviews regular reports from management and external auditors on accounting and internal control matters. Where
appropriate, the Committee monitors the progress of action taken in relation to such matters. The Committee also
recommends the appointment of, and reviews the fees, of the external auditors.

The Remuneration Committee

The Remuneration Committee is chaired by David Henderson-Stewart. The committee is responsible for reviewing the
performance of the executive Directors and for setting the scale and structure of their remuneration, determining the payment
of bonuses, considering the grant of options under any share option scheme and, in particular, the price per share and the
application of performance standards which may apply to any such grant, paying due regard to the interests of shareholders
as a whole and the performance of the Company.

The Nomination Committee

The Nomination Committee is chaired by Pierre Rainero. The Committee is responsible for considering board appointments
and the continuance of non-executive Directors. The Committee shall also make recommendations to the board concerning
the membership of the Audit and Remuneration Committees, any matters relating to the continuation in office of any Director
at any time, and such other matters as may be requested by the Board of Directors.

Shareholder Relations

The Directors are committed to maintaining good relations
disclosure of information that could have a material impactontheCompany 6s share price is rele&e
as possible. This information is also made available on ¢t

7
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Financi al Key Performance I ndicators (AKPI so0)
The following areconsider ed t o be i mportant in assessing the perfor man

Sales by operating unit:

Artelano £1,106,187

Forum Diffusion £8,840,843
Forum Developpement £1,273,255

Gross margin:

Artelano 29%

Forum Diffusion 31%
Forum Developpement 32%

Substantial Shareholdings

As at 29 June 2009, the Company had been notified that the following shareholders have direct or indirect interests over 3%
or more of the issued share capital of the Company:

No. of % of issued
shares share capital

Luxadvor S.A. 22,841,000 40.53
Stunning Partners LLC 19,815,650 35.16
L-A Finances S.A. 9,817,400 17.42

St atement of Directorsé 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 period. Under that law the Directors
have prepared the Group and Parent Company Financial Statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union. The Financial Statements are required by law to give a true and fair
view of the state of affairs of the Company and the Group and of the profit or loss of the Group for that period. In preparing
these Financial Statements the Directors are required to:

1 select suitable accounting policies and then apply them consistently;
1 make judgments and estimates that are reasonable and prudent;

i state that the Financial Statements comply with IFRSs as adopted by the European Union, subject to any material
departures disclosed and explained in the Financial Statements; and

1 prepare the Financial Statements on the going concern basis, unless it is inappropriate to presume that the Group
will continue in business, in which case there should be supporting assumptions or qualifications as necessary.

The Directors confirm that they have complied with the above requirements in preparing the Financial Statements.

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time
the financial position of the Company and 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 Company and the Group, and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the corporate and financial information included on the
Companyds Legshten ih the United Kingdom governing the preparation and dissemination of the Financial
Statements may differ from legislation in other jurisdictions.
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Provision of Information to Auditors
So far as each of the Directors is aware at the time the report is approved:

1 there is no relevant audit information of which the Company's auditors are unaware; and
1 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.
Auditors
Our independent auditors, Littlejohn, have transferred their business to Littlejohn LLP, a limited liability partnership. In
accordance with section 26(5) of the Companies Act 1989, the Directors have consented to the extension of the audit

appointment of Littlejohn to its successor firm, Littlejohn LLP. Littlejohn LLP has signified its willingness to continue in office
as auditors.

By Order of the Board

Director

30 June 2009
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I ndependent Auditoro6s Repdaesigncdapitalploe e Sharehol ders of

We have audited the Group and Parent Company Financial Stateme nt s (t he f Fi n a n designtapitsl plafore me
the year ended 31 December 2008 which comprise the Group Income Statement, the Group and Parent Company Balance
Sheets, the Group and Parent Company Cash Flow Statements, the Group and Parent Company Statement of Changes in
Equity, the accounting policies and the related notes. These Financial Statements have been prepared under the historical

cost convention except for certain financial assets and financial liabilities measured at fair values, and the accounting policies

set out therein.

This report is made solely to t,mnaccotdamewnatmsgcdion 235 bf the @oMmpahias dat s |,

1985. Our audit work has been undertaken s odetsthase matters waarg h t
required to state to them in an auditords report and for
accept or assume responsibility to anyone ot her tyhfaouraudite C

work, for this report, or for the opinions we have formed.

Respective Responsibilities of Directors and Auditors

The Directorsd responsibilities fGooup Fmanegh Gtatamengs intabcerdarca with a |
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union are set out in the
St atement of Directorsé Responsibilities.

Our responsibility is to audit the 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 Financial Statements

give a true and fair view and whether the Financial Statements have been properly prepared in accordance with the
Companies Act 1985. We also report to you whether, in o
consistent with the Financial Statements. The i nf or mati on given in the Directors
presentedin the Executve Chai r manés Statement that is cross referenced
Report. In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not
receivedallt he i nf ormation and explanations we require for our
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 Financial

St atement s. The other information comprises only the Dir
implications for our report if we become aware of any apparent misstatements or material inconsistencies with the 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
Financial Statements. It also includes an assessment of the significant estimates and judgments made by the Directors in
the preparation of the Fi nanci al St atement s, and of whet her the accoun
Company®6s circumstances, consistently applied and adequat e

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 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 Financial Statements.

10
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Opinion
In our opinion:

1 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 Gr oubdandofitfods foitheyearatenemded; 31 Dec e |

1 the Parent Company Financial Statements give a true and fair view, in accordance with IFRSs as adopted by the
European Union as applied in accordance with the provisions of the Companies Act 1985, of the state of the Parent
Companyo6s af December20®& at 31

1 the Financial Statements have been properly prepared in accordance with the Companies Act 1985; and

1 theinformati on gi ven in the Directorsd Report is consistent
Emphasis of matter i going concern

In forming our opinion on the Financial Statements, which is not qualified, we have considered the adequacy of the
disclosure made in Note 2(a) within the Accounting Policies dealing with the Going Concern Basisandt he Gr oup 6 s
continue as a going concern. The extension of irdfprocedaeby the v a |
French court, which will allow the Directors to continue to rehabilitate and restructure the trading businesses under the
protection of the court, is dependent upon the ability of the Directors to demonstrate to the court that the businesses can be
successfully rehabilitated and restructured.

These conditions, taken together with the other matters explained in the Accounting Policies under the Going Concern Basis
section,i ndi cate the existence of a materi al uncertainty which
a going concern. The Financial Statements do not include the adjustments that would result if the Group was unable to
continue as going concern.

Littlejohn LLP

1 Westferry Circus
Chartered Accountants Canary Wharf
and Registered Auditors London E14 4HD

30 June 2009

11
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CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2008

Year
ended
31 December
Note 2008
£
Revenue 3 11,220,286
Cost of sales (7,722,796)
Gross Profit 3,497,490
Other income 53,022
Administrative and other operating expenses 4 (5,838,589)
Exceptional costs 4 (863,308)
Operating Loss 5 (3,151,385)
Finance income 8 14,116
Finance costs 8 (65,864)
Loss before Tax (3,203,133)
Taxation 9 (57,201)
Retained Loss for the Year attributable to
Equity Shareholders (3,260,334)
Year
ended
31 December
Note 2008
Basic Loss per Share
(pence per share) attributable to Equity
Shareholders 10 (6.49)

A separate statement of recognised income and expense is not presented as the only recognised income and expense is the
loss for the year. All the activities of the current year are classed as continuing.

The Accounting Policies and Notes on pages 18 to 43 form an integral part of these financial statements

12
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ASSETS

Noni Current Assets
Property, plant and equipment
Intangible assets

Goodwill

Other receivables

Deferred income tax assets
Total Non-Current Assets

Current Assets

Inventories

Trade and other receivables
Cash and cash equivalents
Total Current Assets

TOTAL ASSETS

EQUITY AND LIABILITIES

Sharehol dersé Equity

Ordinary shares

Other reserve

Retained earnings

Total Equity - Capital and Reserves

Non-Current Liabilities

Trade and other payables

Borrowings

Provisions for other liabilities and charges
Total Non-Current Liabilities

Current Liabilities
Trade and other payables
Borrowings

Total Current Liabilities

Total Liabilities

TOTAL EQUITY AND LIABILITIES

CONSOLIDATED BALANCE SHEET
At 31 December 2008

As at

31 December

Note 2008
£

11 1,190,702
12 187,458
14 2,365,116
16 299,140
136,980

4,179,396

15 1,629,011
16 3,582,001
17 1,484,728
6,695,740

10,875,136

19 5,570,405
(610,766)

(3,621,960)

1,337,679

21 5,820,978
20 341,725
22 927,834
7,090,537

21 2,293,546
20 153,374
2,446,920

9,537,457

10,875,136

The Accounting Policies and Notes on pages 18 to 43 form an integral part of these Financial Statements.

The Financial Statements were approved and authorised for issue by the Board of Directors on 30 June 2009 and were

signed on its behalf by:

Director

13



designcapital plc COMPANY BALANCE SHEET
At 31 December 2008

As at As at
31 December 31 December
Note 2008 2007
£ £
ASSETS
Noni Current Assets
Property, plant and equipment 11 7,757 -
Investment in subsidiary undertakings 13 1,503,045 -
Receivables from related parties 16 1,568,839 -
Total Non-Current Assets 3,079,641 -
Current Assets
Trade and other receivables 16 867,418 40,284
Cash and cash equivalents 657,586 149,575
Total Current Assets 1,525,004 189,859
TOTAL ASSETS 4,604,645 189,859
EQUITY AND LIABILITIES
Sharehol dersé Equity
Ordinary shares 19 5,570,405 50,000
Retained earnings (1,105,632) (361,626)
Total Equity - Capital and Reserves 4,464,773 (311,626)
Current Liabilities
Trade and other payables 21 139,872 501,485
Total Current Liabilities 139,872 501,485
TOTAL EQUITY AND LIABILITIES 4,604,645 189,859

The Accounting Policies and Notes on pages 18 to 43 form an integral part of these Financial Statements.

The Financial Statements were approved and authorised for issue by the Board of Directors on 30 June 2009 and were
signed on its behalf by:

Director

14
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Share Translation Retained

Capital Reserve Losses Total
£ £ £ £

GROUP
Balance as at 1 January 2008 50,000 - (361,626) (311,626)
Issue of ordinary share capital 5,520,405 - - 5,520,405
Currency translation differences - (610,766) - (610,766)
Loss for the year - - (3,260,334) (3,260,334)
Balance as at 31 December 2008 5,570,405  (610,766)  (3,621,960) 1,337,679

The Statement of Changes in Shareholdersé Equity for the
before the acquisitions which created the Group for which Consolidated Financial Statements have been prepared.

Share Retained

Capital Losses Total
£ £ £

COMPANY
Balance as at 22 June 2007 - . .
Issue of ordinary shares 50,000 - 50,000
Loss for the period (361,626) (361,626)
Balance as at 31 December 2007 50,000 (361,626) (311,626)
Balance as at 1 January 2008 50,000 (361,626) (311,626)
Issue of ordinary share capital 5,520,405 - 5,520,405
Loss for the year - (744,006) (744,006)
Balance as at 31 December 2008 5,570,405  (1,105,632) 4,464,773

The Accounting Policies and Notes on pages 18 to 43 form an integral part of these Financial Statements.
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Operating Activities
Loss before taxation
Adjustments for:
Depreciation of property, plant and equipment
Loss on disposal of property, plant and equipment
Amortisation of intangible assets
Interest income
Interest expense
Share based payments
Provisions

Operating Loss before Changes in Working Capital

Decrease in inventories
Increase in trade and other receivables
Increase in trade and other payables

Net Cash Outflows from Operating Activities

Investing Activities

Purchase of property, plant and equipment
Addition to intangible assets

Acquisition of subsidiaries, net of cash acquired
Interest received

Net Cash Outflows from Investing Activities
Financing Activities
Net movement in bank loans

Proceeds from issue of share capital
Interest paid

Net Cash Inflows from Financing Activities
Increase/(decrease) in Cash and Cash Equivalents
Effect of Foreign Exchange Rate Changes

Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31 December 2008

Year

ended

31 December
2008

£

(3,203,133)

322,991
50,933
34,079

(14,116)
65,864

530,665

536,334

(1,676,383)

629,735
(635,950)
1,662,886

(19,712)

(146,595)
(11,966)
(2,453,882)
14,116

(2,598,327)

52,960
4,234,965
(65,864)

4,222,061

1,604,022
(711,008)

149,575

1,042,589

The Accounting Policies and Notes on pages 18 to 43 form an integral part of these Financial Statements.
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designcapital plc

Operating Activities

Loss before taxation
Adjustments for:
Depreciation of property, plant and equipment
Share based payments
Interest income
Interest expenses

Operating Loss before Changes in Working Capital

Increase in trade and other receivables
(Decrease)/Increase in trade and other payables

Net Cash Outflow from Operating Activities

Investing Activities

Purchase of property, plant and equipment
Investment in subsidiary undertakings
Interest received

Net Cash Outflow from Investing Activities
Financing Activities

Proceeds from issue of share capital

Interest paid

Deposit for subscription of share capital

Net Cash Inflow from Financing Activities

Net Increase in Cash and Cash Equivalents

Movement in Cash and Cash Equivalents
Cash and cash equivalents at beginning of the period
Net increase in cash and cash equivalents

Cash and Cash Equivalents at Equivalents at End of Period

COMPANY CASH FLOW STATEMENT
For the year ended 31 December 2008

Year Period
ended ended

31 December 31 December
2008 2007

£ £

(744,006) (361,626)
1,639 -
530,665 -
(4,212) -
2,858 -
(213,056) (361,626)
(1,959,198) (40,284)
(211,613) 351,485
(2,383,867) (50,425)
(9,396) -
(1,335,045) -
4,212 -
(1,340,229) =
4,234,965 50,000
(2,858) -

- 150,000

4,232,107 200,000
508,011 149,575
149,575 -
508,011 149,575
657,586 149,575

The Accounting Policies and Notes on pages 18 to 43 form an integral part of these Financial Statements.
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designcapital plc NOTES TO THE FINANCIAL STATEMENTS
1. General Information

The Consolidated Financial Statements of designcapital pic ( it h e Co mp asof the)followimgicompanies; Artelano
S.A., Forum Diffusion s.a.s. and Forum Developpements.as.( it he Gr oupo) .

The Company, designcapital plc, was incorporated in England and Wales on 22 June 2007 and was admitted to trading on
the AIM Market on 21 January 2008.

designcapital plc is an investment holding company and does not trade.

2. Summary of Significant Accounting Policies

The principal accounting policies adopted in the preparation of these Financial Statements are set out below.
(a) Basis of Preparation

TheFi nanci al Statements have been prepared in accor dasvoge awid
IFRIC interpretations, as adopted by the European Union and those parts of the Companies Act 1985 applicable to
companies reporting under IFRS. The Financial Statements have been prepared on a going concern basis under the
historical cost convention except that certain financial assets and financial liabilities are measured at fair values, as
appropriate.

The preparation of Financial Statements under IFRSs requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of applying the Group's accounting policies.

The preparation of Financial Statements in conformity with IFRSs requires the use of estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
information, including the reported amounts of revenues and expenses during the reporting period. Although these estimates
are based on management's best knowledge of current events and actions, actual results may ultimately differ from those
estimates.

At the date of approval 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, or not yet relevant:

IAS 1 (amended) - Presentation of Financial Statements (effective 1 January 2009)

IAS 23 (amended) i Borrowing Costs (effective 1 January 2009)

IAS 32 (amended) i Financial Instruments Presentation (effective 1 January 2009)

IAS 39 (amended) i Financial Instruments (effective 1 July 2009)

IFRS 1 (amended) and IAS 27 (amended) i Business Combinations and Consolidated and Separate Financial Statements
(effective 1 July 2009)

IFRS 2 (amended) - Share-based payment (effective 1 January 2009)

IFRS 3 (amended) and IAS 27 (amended) i Cost of an investment on first time adoption (effective 1 July 2009)
IFRS 7 1 Financial Instruments Disclosures (effective 1 January 2009)

IFRS 8 - Operating Segments (effective 1 January 2009)

IFRIC 13 - Customer loyalty programmes (effective 1 July 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)

IFRIC 17 - Distribution of Non-cash Assets to Owners (effective 1 July 2009)

IFRIC 18 - Transfers of Assets to Customers (effective 1 July 2009)

The Directors anticipate that the adoption of these Standards and Interpretations in future periods will have no material
impact on the Financial Statements of the Group for periods commencing on or after 1 January 2009. The amendment to IAS
1 will require certain changes to the method of presentation of the results. In each case the effective date refers to accounting
periods commencing on or after that date, except for IFRIC 18 which applies to transactions after the effective date.
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designcapital plc NOTES TO THE FINANCIAL STATEMENTS
2. Summary of Significant Accounting Policies (continued)

(a) Basis of Preparation (continued)
Going Concern Basis

As describedi n t he Execut i ve Clha Frenoharegidtered Subsidias mrelertakings Artelano S.A. and
ForumDi f fusion s.a.s. entererdedndarnrangemenescee mdhtD¢ awa mhbreead 2
is a court based procedure which is applied for where a ¢
payments) but has not ceased its trading activities and is considered capable of being rehabilitated. The first stage of the
process is an observation period during which management remain charged with managing the business and creditors are
barred from taking action to obtain payment for liabilitest hat ar ose bef ore the courtiriediti

During the observation period, which typically lasts for three to six months although it can be extended to a maximum of 18
months where the court is confident that the business can be rehabilitated, the business can be restructured under the
protection of the court and the procedure. Once the observation period ends a company will continue to manage its old
liabilities in accordance with the continuation plan established with the court whereby pre 6 r e d r e s s e niredidbilitigsu d i
are settled over a period that extends to a maximum of ten years.

The first six month observation period for Artelano S.A. and Forum Diffusion s.a.s. ends on 30 June 2009 and the Group is
currently awaiting the formal decision of the court to extend the observation period for an additional six months. The decision

of the court is expected in July 2009. On completing the second observation period the Group will agree the repayment
period with individual credi t drrdibilities.dleDuectorgareganfedentof seainngassx e me
month extension to the observation period and which is the current view of the court appointed administrator. However, there

is no guarantee this will be secured until the formal announcement of the court decision. If the court does not agree to an
extension of the observation period and creditors request immediate payment which the Group is unable to fund,
adjustments would have to be made to reduce the asset values to their recoverable amounts, re-classify non-current assets

as current assets and re-classify non-current liabilities as current liabilities.

T he Gr aashfladvdorecasts and profit projections, prepared on the assumption that the court agrees to the extension of
the 6redres &#eme ptr ojciediuadiea and t he r epay ndidbilitiendver ppereod d upéden e s s
years, show that the Group has adequate resources to continue in operational existence for the foreseeable future. For these
reasons, the Directors believe that it is appropriate to prepare the Financial Statements on a going concern basis.

(b) Basis of Consolidation

The consolidated Financial Statements include the results of the Company and entities controlled by the Company (its
subsidiaries) forming the Group. All entities prepare financial statements made up to 31 December with the exception of
Artelano S.A. which has an accounting reference date of 30 September; therefore the consolidated Financial Statements
include the financial statements of that company for the period ended 30 September 2008. No material changes have taken
place during the three months ended 31 December 2008.

Subsidiaries are all entities over which the Company has the power to govern the financial and operating activities, generally
accompanied by a shareholding equal to more than one half of the voting rights.

The acquisition of subsidiaries is accounted for using the purchase method. The cost of acquisition is measured as the fair
value of the assets acquired, equity instruments issued and liabilities incurred or assumed at the date of exchange, plus
certain costs directly attributable to the acquisiton. The acqui r ee ds i ditiesgandfcontinhgentdiabibtiesshatt s ,
meet the conditions for recognition under IFRS 3 are recognised at their fair value at the acquisition date.

Intercompany transactions, balances and unrealised gains on transactions between Group companies are eliminated.
The results of subsidiaries acquired during the year are included in the consolidated income statement from the effective

date of acquisition. Where necessary, adjustments are made to the Financial Statements of subsidiaries to bring the
accounting policies into line with those used by the Group.

19



designcapital plc NOTES TO THE FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies (continued)

(c) Measurement Currency

Items included in the Financial Statements are measured using the currency of the primary economic environment in which
each of the entities operates (its fAfunct i onpoundssteningehichig 0) .
t he Gr oup 6 s alpurrensyeThe Fanancial Statements of the subsidiary undertakings, whose functional currency is
euros, have been translated and stated in pounds sterling.

(d) Foreign Currency Translation

Transactions in currencies other than pounds sterling are accounted for at the exchange rates ruling at the date of the
transaction. Monetary assets and liabilities in foreign currencies are retranslated at the rates of exchange ruling at the
Balance Sheet date. Foreign exchange differences on retranslation and settlement are recognised in the Income Statement.

Group Companies

The results and financi al position of all/l the Groupdbs nent
currency are translated as follows:

i) assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that balance
sheet;

ii) income and expenses for each income statement are translated at average exchange rates for the period; and

iii) all resulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the translation of the net investment in foreign entities are taken to
sharehol dersdéd equity. When a foreign operation is sold, s

as part of the gain or loss on disposal.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the
foreign entity and translated at the closing rate.

(e) Property, Plant and Equipment
Property, plant and equipment are recorded at historical cost less depreciation and impairment losses.

Property plant and equipment is depreciated on the straight line method over the expected useful life of the assets, as
follows:

Asset Useful life

Leasehold improvements Over the remaining term of the lease
Plant and machinery 5-10 years

Office and computer equipment 1-5years

Gains and losses on disposal, determined by comparing proceeds with the carrying amount of the respective assets, are
included in operating profit or loss.

Where an indication of impairment exists, the carrying amount of any tangible asset is assessed and is written down
immediately to its recoverable amount.
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designcapital plc NOTES TO THE FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies (continued)
(f) Intangible Assets

Intangible assets that are acquired or developed by the Group are carried at historical cost less accumulated amortisation
and impairment losses. Intangible assets are amortised over the expected life of the assets as follows:

Product D evelopment

The cost of product development is charged to the income statement on a straight line basis over its estimated useful life of
3 years. Both the period and method of amortisation are reviewed annually.

Trademarks and Licences

Acquired trademarks and licences are shown at historical cost. Trademarks and licences have a finite useful life and are
carried at cost less accumulated depreciation. Amortisation is calculated using the straight line method to allocate the cost of
trademarks and licences over their estimated useful economic lives.

Computer Software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to use the specific
software. These costs are amortised over their estimated useful economic lives of three to five years.

(g) Impairment of Non-Current Assets
Internal and external sources of information are reviewed at each balance sheet date to identify indications that the following

assets may be impaired or, except in the case of goodwill, an impairment loss previously recognised no longer exists or may
have decreased:

1 property, plant and equipment;
9 intangible assets;
1 other receivables;
1 investments in subsidiaries; and
1 goodwill.
I f any such indication exists, the assetds recoverabl etamc

is estimated annually whether or not there is any indication of impairment.
Calculation of Recoverable Amount

The recoverable amount of an asset is the greater of its net selling price and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of time value of money and the risks specific to the asset. Where an asset does not generate cash inflows
largely independent of those from other assets, the recoverable amount is determined for the smallest group of assets that
generates cash inflows independently (ie a cash-generating unit).

Recognition of Impairment Losses

An impairment loss is recognised in the income statement whenever the carrying amount of an asset, or the cash-generating
unit to which it belongs, exceeds its recoverable amount. Impairment losses recognised in respect of cash-generating units
are allocated first to reduce the carrying amount of any goodwill allocated to the cash-generating unit (or group of units) and
then, to reduce the carrying amount of the other assets in the unit (or group of units) on a pro rata basis, except that the
carrying value of an asset will not be reduced below its individual fair value less costs to sell, or value in use, if determinable.

Reversals of Impairment Losses

In respect of assets other than goodwill, an impairment loss is reversed if there has been a favourable change in the
estimates used to determine the recoverable amount. An impairment loss in respect of goodwill is not reversed.

A reversal of an impairment loss is limtedto t he assetds carrying amount t hat
impairment loss been recognised in prior years. Reversals of impairment losses are credited to the income statement in the
year in which the reversals are recognised.
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designcapital plc NOTES TO THE FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies (continued)
(h) Inventories

Inventories are stated at the lower of cost and net realisable value. Net realisable value is the estimated re-sale value of the
inventories, reduced by the cost of disposal. The cost of inventories is quantified on a first in, first out basis and is inclusive of
the costs associated with their acquisition or production (in the case of internally produced goods) and the costs incurred in
bringing them to their present location and condition.

(i) Leases

An operating lease is one in which a significant portion of the risks and rewards of ownership are retained by the lessor.
Rentals payable under operating leases are charged to the Income Statement on a straight-line basis over the term of the
lease.

(i) Trade and Other Receivables

Trade and other receivables are carried at original invoice amount less an estimate made for doubtful receivables based on
a review of all outstanding amounts at the year-end. A provision for doubtful trade receivables is established when there is
objective evidence that the Group will not be able to collect all amounts due according to the original terms of the receivables.

(k) Cash and Cash Equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow statement, cash and
cash equivalents comprise cash in hand, call deposits held with banks and bank overdrafts. Within the balance sheet, bank
overdrafts are included in borrowings within current liabilities.

() Share Capital
Ordinary Shares are classified as equity.

External costs directly attributable to the issue of new shares are shown as a deduction, net of tax, in equity from the
proceeds.

(m) Trade and Other Payables

Trade and other payables are initially recognised at fair value and thereafter stated at amortised cost unless the effect of
discounting would be immaterial, in which case they are stated at cost. As explained in Note 2(a), certain liabilities under the
6redressemead pudcedare are, subject to agreement of pay
completion of the observation period, repayable over a period that extends to a maximum of ten years. On the basis that the
repayment periods have not been agreed and are not known by the Directors, all pre dedressement judiciairedcreditors are
categorised as non-current liabilities and stated at cost. The effect of discounting will be calculated in subsequent accounting
periods, if material, once the repayment plans have been agreed.

(n) Post Retirement Benefits and Pension Plans
The Groupds obligation in respect of retirement benefits
that employees have earned in return for their service in the current and prior periods, based on the level of employee

earnings and length of service in accordance with French law.

The Group has established a provision for staff retirement benefits based on an actuarial study which is performed every
year by an independently qualified firm.
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designcapital plc NOTES TO THE FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies (continued)
(o) Income Taxes

Income tax for the period comprises current tax and movements in deferred tax assets and liabilities. Current tax and
movements in deferred tax assets and liabilities are recognised in the income statement except to the extent that they relate
to items recognised directly in equity, in which case they are recognised in equity.

Current tax is the expected tax payable on the taxable income for the period, using tax rates enacted or substantively
enacted at the balance sheet date, and any adjustment to tax payable in respect of previous periods.

Deferred tax assets and liabilities arise from deductible and taxable temporary differences respectively, being the differences
between the carrying amounts of assets and liabilities for financial reporting purposes and their tax bases. Deferred tax
assets also arise from unused tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to the extent that it is probable that
future taxable profits will be available against which the asset can be utilised, are recognised. Future taxable profits that may
support the recognition of deferred tax assets arising from deductible temporary differences include those that will arise from
the reversal of existing taxable temporary differences, provided that those differences relate to the same taxation authority
and the same taxable entity, and are expected to reverse either in the same period as the expected reversal of the deductible
temporary difference or in periods into which a tax loss arising from the deferred tax asset can be carried back or forward.
The same criteria are adopted when determining whether existing taxable temporary differences support the recognition of
deferred tax assets arising from unused tax losses and credits, that is, those differences are taken into account if they relate
to the same taxation authority and the same taxable entity, and are expected to reverse in a period, or periods, in which the
tax loss or credit can be utilised.

The amount of deferred tax recognised is measured based on the expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date.
Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at each balance sheet date and is reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow the related tax benefit to be utilised. Any such
reduction is reversed to the extent that it becomes probable that sufficient taxable profits will be available.

(p) Provisions

Provisions for restructuring costs are only recognised when the Group has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources will be required to settle the obligation, and a reliable estimate
of the amount of the obligation can be made. Restructuring provisions principally comprise employee termination payments.
Provisions are not recognised for future operating losses.

(9) Revenue Recognition

Provided it is probable that the economic benefits associated with the transaction will flow to the Group and the revenue and
costs, if applicable, can be measured reliably, revenue is recognised in the income statement as follows:

1 Revenue from sales of goods is recognised when goods are delivered and title has passed. Sales of goods exclude
value-added tax or other sales taxes and are stated after deduction of any trade discounts.

1 Revenue from rendering of services is based on the stage of completion in accordance with the underlying
contractual terms.

1 Interest income is recognised as it accrues using the effective interest method.
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designcapital plc NOTES TO THE FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies (continued)
(r) Exceptional items

Exceptional items are those significant items which are separately disclosed by virtue of their size or incidence to enable a
full understanding of maitce Groupébés financial perfor

(s) Borrowings

Borrowings, including transaction costs, are initially recognised as the net proceeds received. In subsequent periods,
borrowings are stated at amortised cost using the effective interest method.

Interest costs are expensed as incurred.
(t) Financial Instruments and Financial Risk Management

The Groupds major financi al instruments include cash and
payables. The particular recognition methods adopted are disclosed in the individual policy statements associated with each

item. The risks associated with these financial instruments include credit risk, liquidity risk, currency risk and interest rate

risk. The policies on how to mitigate these risks are set out below. Management manages and monitors these exposures to
ensure appropriate measures are implemented in a timely and effective manner.

The Directors of the Company have built an appropriate liquidity risk management framework for the management of the

Gr o up 6 s medlibno antd Jong-term funding and liquidity management requirements. The Company monitors and
maintains a |l evel of cash and cash equivalents deemed adeq
mitigate the effects of fluctuations in cash flows.

Foreign Currency Risk

Foreign currency risk is the risk that the value of a financial instrument will fluctuate because of changes in foreign exchange
rates.

As a resul t of its business oper at i on sexpenses &e rmamly denommated ne n t
euros and the majority of the financial assets and liabilities are denominated in euros. The effect of the fluctuation in the
exchange rate of euros against foreign c urisedonergchanage diffterencésh e
The Group has not entered into any hedging transactions 1in
this regard.

Cash Flow and Fair Value Interest Rate Risk

The Group is exposed to cash flow interestrat e ri sk i n relation to variable rate
keep its borrowings at floating rates of interest so as to minimise the fair value interest rate risk.

The Groupo6s exposures to i nter esrcial liahilities sare detailed in mha thiqoidita fisk a s
management section of this note. The Group cash flow interest rate risk is mainly concentrated on the fluctuation of
EURBBOR arising from the Groupds euro borrowings.

Credit Risk

As at 31 December 2008, the maximum exposure to credit risk is represented by the carrying amount of each financial asset
in the consolidated balance sheet after deducting any impairment allowance.

In respect of trade and other receivables in order to minimise risk, the management has a credit policy in place and the
exposures to these credit risks are monitored on an ongoing basis. Credit evaluations of the financial position and condition
of the customers of the Group are performed on all customers requiring credit over a certain amount. Debtors with overdue
balances, which will be reviewed on a case-by-case basis, are requested to settle all outstanding balances before any further
credit is granted. Normally, the Group does not obtain collateral from customers but does require deposits to be paid on
order.
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designcapital plc NOTES TO THE FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies (continued)

(t) Financial Instruments and Financial Risk Management (continued)

Liquidity Risk

Individual operating entities within the Group are responsible for their own cash management, including the raising of loans

to cover expected cash demands, subject to approval by t he
current and expected liquidity requirements to ensure that it maintains sufficient reserves of cash.
The following table details the Gr oupdesvativedimacialriabiitigs as ati81 r a
December 2008. The table has been drawn up based on the undiscounted cash flows of financial liabilities based on the
earliest date on which the Group can be required to pay. The table includes principal cash flows.
90 91-180 181-360 Over 360 Carrying
days days days days amount
£ £ £ £ £
At 31
December
2008
Trade and other
payables 991,110 - - 5,820,978 6,812,088
Bank
borrowings 122,324 10,350 20,700 341,725 495,099
1,113,434 10,350 20,700 6,162,703 7,307,187
Capital Management
The Groupbs objectives wh eurethmientities in thg Graup will be able toacongnuetas a goings
concern while maximising the return to shareholders through the optimisation of the debt and equity balance. The
management reviews the capital structure by considering the cost of capital and the risks associated with each class of
capital. In view of this, the Group will balance its overall capital structure through new share issues as well as the issue of
new debt or the redemption of existing debt as it sees fit and appropriate.
Fair Value Estimation
All financial instruments are carried at amounts not materially different from their fair values as at 31 December 2008.
(u) Segment Reporting
A segment is a distinguishable component of the Group that is engaged either in providing products or services (business
segment), or in providing products or services within a particular economic environment (geographical segment), which is
subject to risks and rewards that are different from those of other segments.
In the opinion of the Directors the Group has only one business segment, the design and distribution of high-end and luxury
design furniture, and this is considered to be the pri mar:

area of operation as at 31 December 2008 is France and support services are provided from the UK, and these are
considered to be the secondary reporting segments for the Group.

Segment assets and liabilities include items directly attributable to a segment as well as those that can be allocated on a
reasonable basis to that segment. For example, segment assets may include inventories, trade receivables and property,
plant and equipment.

Segment capital expenditure is the total cost incurred during the period to acquire segment assets (both tangible and
intangible) that are expected to be used for more than one period.

Unallocated items mainly comprise financial and corporate assets.
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designcapital plc NOTES TO THE FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies (continued)

(v) Goodwill

Goodwill arising on consolidation represents the excesasf of
the identifiable assets and liabilities of a subsidiary at the date of acquisition. Goodwill is recognised as an asset at cost and
reviewed for impairment at least annually. Any impairment is recognised immediately in the income statement and is not
subsequently reversed.

For the purpose of impairment testing, h-geoecatinglnitslexpéctedtalenefit c a t
from the synergies of the combination. Cash-generating units to which goodwill has been allocated are tested for impairment
annually, or more frequently when there is an indication that the unit may be impaired. If the recoverable amount of the
cash-generating unit is less than the carrying amount of the unit, the impairment loss is allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to other assets of the unit pro-rata on the basis of the carrying amount

of each asset in the unit.

On disposal of a subsidiary the attributable amount of goodwill is included in the determination of the profit or loss on
disposal.

(w) Share-Based Payments

The Group has applied the requirementsof | FRS D afs®Riampeayment sodo. The fair value
for shares is recognised as an expense.

(x) Critical accounting estimates and judgements

The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial period are discussed below:

Recognition of separate intangible assets in a business combination

I FRS 3 ABusiness Combinationso r e qelyian mtangiblehassetdfcthg mdquireerat theo r
acquisition date if it meets the definition of an intang
measured reliably.

An asset meets the identifiability criterion only if it:

a) is separable i.e. capable of being separated or divided from the entity and sold, transferred, licensed, rented or
exchanged, either individually or together with a related contract, asset or liability; or

b) arises from contractual or other legal rights, regardless of whether those rights are transferable or separable from
the entity or from other rights and obligations.

Management do not consider that there were any assets that fulfilled these criteria at the date it acquired Artelano s.a.,
Forum Diffusion s.a.s. and Forum Developpement s.a.s. during 2008.

Provision for Impairment of Trade and Other Receivables

The Group makes provision for doubtful debts based on an assessment of the recoverability of trade and other receivables.
Provisions are applied to trade and other receivables where events or changes in circumstances indicate that the balances
may not be collectible. The identification of doubtful debts requires the use of judgement and estimates. Where the
expectation is different from the original estimate, such differences will impact on the carrying value of receivables and
doubtful debt expenses in the period in which such estimate has been changed.
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designcapital plc NOTES TO THE FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies (continued)

(x) Critical accounting estimates and judgements (continued)

Impairment of Investments in group companies

Determining whether investments in subsidiary undertakings are impaired requires an assessment of the goodwill inherent in
the investments and the fair value of the net tangible assets of the subsidiaries.

Impairment of Goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating units to which
goodwill has been allocated. The value in use calculation requires the Group to estimate the future cash flows expected to
arise from the cash-generating unit and a suitable discount rate in order to calculate the present value. The carrying amount
of goodwill as at 31 December 2008 is £2,365,116.

The impairment review was undertaken using pre-tax cash flow projections based on financial budgets approved by
management covering a five year period. The key assumptions used in the calculations were a pre-tax discount rate of 10%
per annum, an annual estimated growth in turnover of 17% and an average annual growth rate in EBITDA of 7.6% until 2012,
in |Iine with manage me ntax@iscountxgeafcl®¥acbrisistsoban esfintated bprrowing cost of 5% and
a risk premium of 5%.

Actual growth rates and cash flows may turn out to be higher or lower than this estimate depending on actual market
conditions and trading performance. In addition, as disclosed in Note 2(a),the Gr oupés forecasts and
prepared on the assumpt i on that the court agrees to t hree 6e xptreoncseidounr e
repayment of pre Jdredreéslsttmeavel udi piea lf thedextension bypthe tcaurt is mon vy
forthcoming and the subsidiary undertakings fail to return to profitability over the forecast period, the carrying value of
goodwill would have to be written down to nil.

Net Realisable Value of Inventories

The Group makes provision for slow moving or obsolete inventories based on an assessment of the net realisable value of
the inventories. Provisions are applied to inventories where events or changes in circumstances indicates that the net
realisable value is less than cost. The determination of net realisable value requires the use of judgement and estimates.
Where the expectation is different from the original estimate, such difference will impact on the carrying value of the
inventories and the provision for inventory expenses in the period in which such estimates have been changed.
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3. Revenue

Turnover for the year represents sales of high-end and luxury design furniture and designer-enabled products and revenue
from design and advisory services. There was no revenue in the parent company.

4. Administrative and Other Operating Expenses

Year

ended

31 December

2008

£

Cost of sales 7,722,796
Occupancy costs 814,609
Employment costs 2,334,072
Depreciation of property, plant and equipment 322,991
Amortisation of intangible assets 34,079
Other administrative, corporate and operating costs 2,332,838
Exceptional costs 863,308
Total cost of sales, administrative and other operating costs 14,424,693

and exceptional costs

Exceptional costs amounting to £359,823 relate to legal, professional and corporate finance fees in connection with the
admission of the Company to the Alternative Investment Market of the London Stock Exchange on 21 January 2008.
Exceptional costs amounting to £503,485 relate to a restructuring provision, principally comprising employee termination
payments, under t heirefproeedureestses imte ont30 Decethiber 20GS8.

5. Operating Loss

The operating loss is stated after charging:

Year
ended
31 December
2008
£
Auditorso r(imm@ner ati on 41,540
Amortisation of intangible assets 34,079
Depreciation of property, plant and equipment 322,992
Operating lease charges
- land and buildings 473,011
- other assets 101,413
Loss on disposal of property, plant and equipment 50,933
6. Auditorsd Remuneration
Year
ended
31 December
2008
£
Fees payable to the Company
Parent Company and Consolidated Financial Statements 14,962
Other services under legislative requirements 9,828
Services relating to corporate finance transactions 16,750
41,540
Fees payable to other auditors
-audit of Company6s subsidi 42,368
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7. Staff Costs
Year
ended
31 December
2008
£

Salaries, wages and other benefits 1,650,503
Social security expenses 683,569

2,334,072

The average number of employees of the Group during the year was 73.

The emoluments of the Directors of the parent company and other key personnel are as follows:

Year
ended
31 December
2008
£
Aggregate emoluments and fees 258,837
258,837
Highest paid director
Year
ended
31 December
2008
£
Aggregate emoluments and fees 95,303
8. Finance Income and Finance Costs
Year
ended
31 December
2008
£
Finance Income
Bank interest receivable 14,116
Finance Costs
Interests on:
Bank and other borrowings wholly repayable within five years 3,996
Invoice discounting 47,198
Other interest 481
Total interest expenses on financial liabilities not at fair value
through profit or loss 51,675
Bank charges 14,189
65,864
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9. Taxation

Year
ended
31 December
2008
£
Current tax -
Deferred tax i origination and reversal of temporary
differences 57,201
57,201
Loss before taxation (3,203,133)
Tax at the nominal rate of 28% (896,877)
Expenses not deductible for tax purposes 213,982
Tax effect of permanent and temporary differences 57,201
Tax losses for which no deferred tax asset was
recognised 625,694
Taxation 57,201

Deferred tax assets on unutilised losses have not been recognised in the Financial Statements as the Directors are uncertain
as to when they will be utilised.

Factors affecting the tax charge for future periods

The French registered trading subsidiaries have estimated tax losses carried forward of 4 2 , 4 7 &hatOafk @vailable for
offset against future taxable profits.

10. Earnings per Share

Basic loss per share is calculated by dividing the loss after tax attributable to equity holders by the weighted average
number of ordinary shares in issue during the period.

Year Period

ended ended

31 December 31 December

2008 2007
Loss attributable to equity holders of the Company (£) 3,260,334 361,626
Weighted average number of ordinary shares in issue 50,223,137 398,138
Basic loss per share (pence per share) (6.49) (90.8)

The comparative for the period ended 31 December 2007 represents the loss per share for designcapital plc as a single
entity.
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11. Property, Plant and Equipment

Group

Cost

Arising on acquisition of subsidiary
undertakings

Additions

Disposals

Exchange difference

At 31 December 2008

Accumulated Depreciation

and Impairment

Arising on acquisition of subsidiary
undertakings

Charge for the year

Written back on disposals
Exchange difference

At 31 December 2008

Net Book Value
At 31 December 2008

NOTES TO THE FINANCIAL STATEMENTS

Office and

Plant and Leasehold computer
machinery improvements equipment Total
£ £ £ £
27,573 1,622,139 544,091 2,193,803
- 39,340 107,255 146,595
- (134,675) (24,749) (159,424)
2,567 253,975 119,321 375,863
30,140 1,780,779 745,918 2,556,837
(10,789) (694,165) (261,409) (966,363)
(2,249) (274,329) (46,413) (322,991)
- 107,145 1,345 108,490
(1,369) (126,192) (57,710) (185,271)
(14,407) (987,541) (364,187) (1,366,135)
15,733 793,238 381,731 1,190,702
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11. Property, Plant and Equipment (continued)

Company

Cost

At 22 June 2007

Additions

At 31 December 2007 and 1 January
2008

Additions

At 31 December 2008

Accumulated Depreciation
and Impairment

At 22 June 2007

Charge for the year

At 31 December 2007 and 1 January

2008
Charge for the year

At 31 December 2008

Net Book Value
At 31 December 2008

At 31 December 2007
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Office and

computer
equipment Total
£ £
9,396 9,396
9,396 9,396
(1,639) (1,639)
(1,639) (1,639)
7,757 7,757
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12. Intangible Assets

Group

Cost

Arising on acquisition of subsidiary
undertakings

Additions

Exchange difference

At 31 December 2008

Accumulated Depreciation

and Impairment

Arising on acquisition of subsidiary
undertakings

Charge for the year

Exchange difference

At 31 December 2008

Net Book Value
At 31 December 2008

13. Investment in Subsidiary Undertakings

Company

Shares in Group Undertakings

At 22 June 2007
Additions

At 31 December 2007 and 1 January 2008

Additions (see Note 14)
At 31 December 2008

NOTES TO THE FINANCIAL STATEMENTS

Trademarks Product Computer
Goodwill and licences development Software Total
£ £ £ £ £
29,492 25,376 432,693 75,544 563,105
- - 11,966 - 11,966
1,265 1,088 18,559 13,879 34,791
30,757 26,464 463,218 89,423 609,862
- (11,477) (278,009) (72,799) (362,285)
- (1,221) (31,087) (1,771)  (34,079)
- (492) (11,924) (13,624) (26,040)
(13,190) (321,020) (88,194) (422,404)
30,757 13,274 142,198 1,229 187,458
£
1,503,045
1,503,045

Investments in Group undertakings are recorded at cost, which is the fair value of consideration paid.
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13. Investment in Subsidiary Undertakings (continued)
Company

Details of Subsidiary Undertakings
Proportion of

Country of Registered registered capital Principal
Name of subsidiary incorporation capital directly held activities
Artelano S.A. France 329,00 100% Designer of
high-end
contemporary
furniture
Forum Diffusion s.a.s. France 90, 000 100% Supplier of

designer furniture
Forum Developpment France u40, 000 100% Supplier of

s.a.s designer furniture

All subsidiary undertakings are included in the consolidation.
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14. Goodwill
Goodwill
£
Group
Acquisition of subsidiaries 2,365,116
Amortisation -
Impairment -
As at 31 December 2008 2,365,116

Acquisition of Artelano S.A.

On 27 February 2008, the Company acquired 100% of the issued share capital of Artelano s.a. (AAr.t €heano
consideration for the acquisition of this subsidiary was £1,358,564. The assets and liabilities arising from the acquisition are
listed below:

Fair value and Acquir
book value carrying amount
£ £
Cash and cash equivalents 6,537 6,537
Property, plant and equipment 487,837 37,859
Goodwill 29,492 29,492
Software 2,006 2,006
Franchises 5,405 5,405
Trademarks 8,494 8,494
Development costs 154,684 154,684
Deferred tax asset 43,666 43,666
Other receivables i non current assets 115,950 115,950
Inventories 692,203 692,203
Trade and other receivables 354,040 354,040
Trade and other payables (907,186) (907,186)
Provision for liabilities and charges (85,789) (85,789)
Borrowings (571,153) (571,153)
Net assets acquired 336,185 (113,792)
Total consideration
Purchase consideration settled in cash 1,233,119
Direct costs relating to the acquisition 41,445
1,274,564
Share based payment 84,000
Total purchase consideration 1,358,564
Fair value of net assets acquired (336,185)
Goodwill 1,022,379
Net cash inflow arising on acquisition:
Cash consideration 1,274,564
Borrowings acquired 571,153
Cash and cash equivalents in subsidiary acquired (6,537)
Net outflow of cash and cash equivalents in respect of the purchase of subsidiary 1,839,180
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14. Goodwill (continued)

Acquisition of Forum Diffusion s.a.s. and Forum Developpement s.a.s.

On 7 April 2008, the Group acquired 100% of the share capital of Forum Diffusion s.a.s. and Forum Developpement s.a.s.
The consideration for the acquisition of these subsidiaries was £144,481. The assets and liabilties arising from these
subsidiaries are listed below:

Acquir
Fair value and carrying
book value amount
£ £
Cash and cash equivalents 84,423 84,423
Property, plant and equipment 746,517 307,918
Software 739 739
Other receivables i non current assets 144,020 144,020
Deferred tax asset 90,076 90,076
Inventories 1,128,765 1,128,765
Trade and other receivables 1,619,516 1,619,513
Trade and other payables (4,110,640) (4,110,640)
Provision for liabilities and charges (263,028) (263,028)
Borrowings (638,644) (638,644)
Net liabilities acquired (1,198,256) (1,636,858)
Total consideration
Purchase consideration settled in cash 2
Direct costs relating to the acquisition 60,479
60,481
Share based payment 84,000
Total purchase consideration 144,481
Fair value of net liabilties acquired 1,198,256
Goodwill 1,342,737
Net cash inflow arising on acquisition:
Cash consideration 60,481
Borrowings acquired 638,644
Cash and cash equivalents in subsidiary acquired (84,423)
Net outflow of cash and cash equivalents in respect of the purchase of
subsidiary 614,702
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15. Inventories

Group
As at
31 December
2008
£
Finished goods 1,629,011

The cost of inventories recognised as an expense and included in cost of sales amounted to £7,647,676. The
Company did not hold any inventory during the year or comparative period.

16. Trade and Other Receivables

Group
As at
31 December
2008
£
Non-current
Deposits 274,491
Other receivables 24,649
299,140
Current
Trade receivables net of bad debt provision 2,034,869
Advances to suppliers and subcontractors 42,258
Other receivables 417,135
Prepayments 1,087,739
3,582,001
Trade receivables are stated net of a bad debt provision of £166,784.
Company
As at As at
31 December 31 December
2008 2007
£ £
Non-current
Amounts due from Group undertakings 1,568,839 -
Current
Prepayments and other receivables 867,418 40,284
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16. Trade and other receivables (continued)
a)  Age analysis

Trading receivables are net of allowance for doubtful debts with the following age analysis as of the balance sheet

date:

As at

31 December

2008

£
Current 297,091
1 to 3 months overdue 693,890
More than 3 months overdue 1,043,888
2,034,869

Trade receivables are due within 30 days from the date of billing. Further details on the Group& credit policy are set out
in note 2(t).

b) Trade receivables that are not impaired

The ageing analysis of trade receivables that are neither individually nor collectively considered to be impaired are as

follows:
As at
31 December
2008
£
Neither past due nor impaired 297,071
Past due but not impaired
Less than 3 months past due 693,890
Over 3 months past due 1,043,888
1,737,778
2,034,869

Receivables that were neither past due nor impaired relate to a wide range of customers for whom there is no recent
history of default.

Receivables that were past due but not impaired relate to a number of independent customers that have a good track
record with the Group. Based on past experience, management believes that no impairment allowance is necessary in
respect of these balances as there has not been a significant change in credit quality and the balances are still
considered fully recoverable. The Group does not hold any collateral over these balances.
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17. Cash and Cash Equivalents

Group
As at
31 December
2008
£
Cash at bank and in hand 1,484,728
Company
As at As at
31 December 31 December
2008 2007
£ £
Cash at bank and in hand 657,586 149,575

18. Retained loss for the period

The Company has taken advantage of section 230 of the Companies Act 1985 and has not included its own profit and loss
account in these Financial Statements. The loss of the Company for the year was £744,006 (period ended 31 December
2007 7 £361,626 loss) which is dealt with in the financial statements of the Company.

19. Share Capital

Group and company

Nominal
Number value
£
Authorised
Shares 200,000,000 20,000,000
Issued
Nominal
Number of shares Value
£
Issued in the period T incorporation and placing 500,000 50,000
shares
At 31 December 2007 500,000 50,000
Issued in the period 55,204,050 5,520,405
At 31 December 2008 55,704,050 5,570,405

The Company was incorporated on 22 June 2007 with authorised share capital of £50,000 consisting of 500,000 ordinary
shares of 10 pence each. On 1 October 2007 the authorised share capital was increased to £20,000,000 consisting of
200,000,000 ordinary shares of 10 pence each.

3 subscriber shares, with a nominal value of £0.30, were issued on 22 June 2007 at 10 pence each and fully paid up on 17
October 2007. On 1 October 2007 394,997 ordinary shares, with a nominal value of £39,499.70, were issued at 10 pence
each fully paid up. On 11 October 2007 105,000 ordinary shares, with a nominal value of £10,500.00, were issued at 10
pence each fully paid up.

On 21 January 2008 43,998,400 ordinary shares, with a nominal value of £4,399,840, were issued at 10 pence each fully

paid up. On 11 April 2008 11,205,650 ordinary shares, with a nominal value of £1,120,565, were issued at 10 pence each
fully paid up.
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20. Borrowings

Bank Borrowings

Group

The bank borrowings are repayable as follows:
As at
31 December
2008
£
Within 1 year 153,374
2 -5years 341,725
495,099

The annual interest rate on the bank loan was 5.9%. All of the borrowings are denominated in euros. All borrowings except
for the bank loan totalling £52,960 are exposed to interest rate changes.

21. Trade and Other Payables

Group
As at
31 December
2008
Non-current liabilites £
Trade payables 4,532,182
Other payables 366,999
Social security and other taxes 921,797
5,820,978
Current liabilities
Trade payables 862,884
Other payables and accrued expenses 312,515
Advance payment from customers 1,020,608
Social security and other taxes 97,539
2,293,546
Company
As at As at
31 December 31 December
2008 2007
Current liabilities £ £
Trade payables 60,946 212
Other payables and accrued expenses 78,926 351,273
Deposit for subscription of share capital - 150,000
139,872 501,485
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22. Provisions for liabilities and other charges

Group
As at
31 December
2008
£
Pension obligations 228,873
Restructuring and redundancy 577,784
Deferred taxation 42,683
Other provisions 78,494
927,834

Pension obligations

The subsidiary undertakings are required, under French law, to make a payment to employees upon attaining normal
retirement age. The amount payable depends upon the empl o
until retirement and life expectancy t o which a multiple is applied. I n order
to its employees an independent actuarial study was carried out as at 31 December 2008.

Restructuring and redundancy

Provisions for restructuring and redundancy cost principally comprise employee termination payments under the
6redressement judiciaired procedure.
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23. Related Party Transactions

NOTES TO THE FINANCIAL STATEMENTS

For the purpose of these Financial Statements, parties are considered to be related if one party has the ability to control the
other party or exercise significant influence over the other party in making financial or operational decisions as defined by IAS
24 "Related Party Disclosures”. In considering each possible related party relationship, attention is directed to the substance

of the relationship, not merely the legal form.

The Group entered into the following related party transactions:

a) During the year, the Company incurred costs of £355,665 (2007 - £87,500) in respect of management and advisory
fees and £175,000 in respect of AIM admission fees from Stunning Partners LLC, a limited liability company
incorporated in the State of New York in which Frederic Bobo has an interest. In addition, Stunning Partners LLC
charged a total of £168,000 for services in connection with the acquisition of the subsidiary undertakings, which is
included as part of the cost of investment. Included within prepayments is a balance of £817,727 relating to advance
management advisory fees and success fees from Stunning Partners LLC. All transactions during the year with
Stunning Partners LLC were settled by the issue of equity shares, except for an amount of £380,952 which was settled

in cash.

b) designcapital plc charged Artelano s.a. and Forum Diffusion s.a.s. interest of £23,441 and £39,986 respectively on the
intra group balances during 2008. In addition, designcapital plc has provided loan finance to Artelano s.a. and Forum
Diffusion s.a.s. during the period which is repayable by the subsidiary undertakings in euros. As at 31 December 2008,
the amount due from Artel ano

24. Segmental Information
Group

2008

Revenue

Segmental loss before
exceptional costs

Exceptional costs

Operating loss

Finance income
Finance costs

Loss before tax
Tax

Loss for the year
Total Assets

Total Liabilities

Capital expenditure

and Forum Diffusio

UK France Total
£ £ £
- 11,220,286 11,220,286
(385,537) (1,902,540) (2,288,077)
(359,823) (503,485) (863,308)
(745,360) (2,406,025) (3,151,385)
14,116
(65,864)
(3,203,133)
(57,201)
(3,260,334)
1,525,004 9,350,132 10,875,136
(139,872) (9,397,585) (9,537,457)
9,396 149,165 158,561
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25. Commitments and Contingencies

a) Capital Commitments

The Group and Company had no capital commitments as 31 December 2008.
b) Lease Commitments

The Group has the future minimum lease payments under non-cancellable operating leases which fall due as follows:

2008
£
Land and buildings
Within one year -
Between 2 and 5 years 2,446,328
2,446,328
Other
Within one year 66,498
Between 2 and 5 years 300,118
366,616

26. Post Balance Sheet Events

On 10 February 2009, the Company issued 630,000 new ordin
payable to D J Henderson-Stewart, F Michel-Verdier and P C Rainero who each received 210,000 shares each at a value of

10p per share.

On 19 March 2009, the Company issued 25,000 new ordinary shares to a market maker to satisfy demand in the market.

On 26 June 2009, the Company enetered into an agreement with Luxadvor s.a., who are a significant shareholder in the

Company, who agreed to make a loan facility of A600, 000 a\
requirements.
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