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CORPORATE GOVERNANCE STATEMENT CONTINUED

BoARD COMMITTEES

The terms of reference for the Nominations,
Remuneration and Audit Committees have been
approved by the Board and are on the Group’s web

site www.armourgroup.uk.com.

THE NOMINATIONS COMMITTEE

The Nominations Committee meets as and when
required to consider candidates for appointment as
Directors. All Directors are required to submit
themselves for re-election on the third anniversary of
their last appointment. All of the Directors are
members of the Nominations Committee of which
Steve Bodger is the Chairman.

The Nominations Committee did not meet during the
year as the membership of the Board was both
functional and stable.

THE REMUNERATION COMMITTEE

The Remuneration Committee is responsible for
ensuring the remuneration packages of the executive
Directors are appropriate to attract, motivate and
retain high calibre individuals. The Remuneration
Report on pages 26 to 29 contains more detailed
information on the Directors’ remuneration. The
members of the Remuneration Committee are the
two non-executive Directors, Steve Bodger, who is the
Chairman, and Bob Morton.

The Remuneration Committee met twice during the
year and both members were present on each

occasion.

THE AuDIT COMMITTEE

The Audit Committee monitors the effectiveness of
the internal controls and reviews the interim and
annual financial statements before submission to the
Board. It also advises the Board on the appointment
of external auditors, reviews their fees and discusses
the nature, scope and results of the audit with the
external auditors.

The members of the Audit Committee are the two
non-executive Directors, Steve Bodger, who is the

Chairman, and Bob Morton.

The Audit Committee met three times during the year
and both members were present on each occasion. The
executive Directors were invited to attend these
meetings. The Company’s external auditors also
attended these meetings, which included the meeting
held to discuss the results of the annual audit, and are
available to the Audit Committee throughout the year
as and when required.

The Audit Committee monitors the objectivity and
independence of the Company’s external auditors.
Generally, the external auditors’ non-audit services are
restricted to taxation advice and compliance. Any
proposed additional work is considered on an
individual basis.

PERFORMANCE AND EVALUATION

The performance of the Board and its Committees has
been evaluated during the year in the light of the
size of the Group and resources available. The

conclusions of this review were that:

® There was the potential to increase the number of
non-executive Directors, but that this was not
necessary given the size of the Group;

e The number of Board meetings and information
presented at those meetings allowed continual
monitoring of progress and informed decision
making throughout the year; and

e The Committees operated satisfactorily
throughout the year and were able to attend to

Group issues in a timely manner.

RELATIONS WITH SHAREHOLDERS

The Company maintains communication with
institutional shareholders through individual
meetings with senior management and through
reports published by the Company’s stockbrokers.
Private shareholders are encouraged to attend the
Annual General Meeting at which the Company’s
activities are considered and questions answered.
General information about the Company and its
businesses is also available on the Company’s web

site: www.armourgroup.uk.com.
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CORPORATE GOVERNANCE STATEMENT CONTINUED

CoMPLIANCE WITH THE CODE
Throughout the year ended 31 August 2007, the
Company has been in compliance with the provisions

set out in Section 1 of the Code except for:

e A.7.2 Non-executive appointments are not
restricted to specified terms other than by the
requirement for re-election every three years.

e (C.3.1 The Code recommends that the
Audit Committee comprise (excluding the
Chairman) entirely independent non-executive
Directors and that, given the Company’s size,
there should be at least two. The Group’s
Audit Committee comprises two non-executive
Directors, one of whom is the Company’s

Chairman.

® D.2.4 The Code recommends a notice period of
twenty working days for the Annual General
Meeting. The requirement to hold the Annual
General Meeting in this calendar year means that,
in accordance with the Companies Act 2006,
twenty one days notice has been given for the
Annual General Meeting on 11 December 2007.

INTERNAL CONTROL

The Board has overall responsibility for the Group’s
system of internal control. It should be recognised that
any such system of internal control can provide only
reasonable, but not absolute, assurance against
material misstatement or loss. The Board confirms that
it has carried out a review of the effectiveness of the

Group’s internal controls as operated during the year.

The Board places reliance on the internal controls
operated by associated undertakings and the
obligations upon their boards relating to the

effectiveness of their systems.

Processes to assess and manage the risks to success
faced by the businesses are reviewed and improved as
necessary. The objective is to enable the businesses to
achieve their objectives without being hindered by
circumstances that could have been reasonably
foreseen whilst, at the same time, not adversely
constricting the businesses with unnecessary

bureaucracy. The principal elements of the system,
which are designed to recognise the specific
requirements of the Group, include:

e An organisational structure with defined levels of
responsibility and delegation of authority, which
is subject to the overall Group control procedures;

e Review of the risks faced by the businesses;

e Comprehensive budgeting system producing
detailed profit and loss account, balance sheet
and cash flows, which are approved by the Board;

e Monthly reporting of results that are compared to

budget and revised forecasts;

e Regular meetings with the managing directors of
the Group's operating divisions to review the
current and forecast performance of each business;

e Central control over key areas such as capital
expenditure authorisation, insurance and
banking facilities; and

e Annual completion by the operating divisions of a
self-certification internal control questionnaire,
which confirms that appropriate controls are in
place. Where potential weaknesses are identified,
appropriate action is taken.

The Group continues to review its system of internal
control to ensure compliance with best practice, as set
out in Internal Control: Guidance for Directors on The
Combined Code, whilst also having regard to its size
and the resources available. In this context, the Board
has concluded that the introduction of an internal
audit function is not appropriate at this juncture.

GoOING CONCERN AND CURRENT LIQUIDITY
After making enquiries, the Directors have a
reasonable expectation that the Group has adequate
resources to continue in operational existence for the
foreseeable future. For this reason, they continue to
adopt the going concern basis in preparing the
financial statements.

@)
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CORPORATE GOVERNANCE STATEMENT CONTINUED

STATEMENT OF DIRECTORS’ RESPONSIBILITIES
The Directors are responsible for preparing the
annual report and financial statements in accordance
with applicable law and United Kingdom Generally
Accepted Accounting Practice.

Company law requires the Directors to prepare
financial statements for each year which give a true
and fair view of the state of affairs of the Group and
Company, and of the profit or loss of the Group for
that year. In preparing those financial statements, the
Directors are required to:

e Select suitable accounting policies and then apply

them consistently;

e Make judgements and estimates that are
reasonable and prudent;

e State whether applicable accounting standards
have been followed, subject to any material
departures disclosed and explained in the
financial statements; and

® Prepare the financial statements on the going
concern basis unless it is inappropriate to presume

that the Group will continue in business.

The Directors are responsible for keeping proper
accounting records which disclose with reasonable
accuracy at any time the financial position of the
Company and to enable them to ensure that the
financial statements comply with the Companies Act
1985. They have general responsibility for taking such
steps as are reasonably open to them to safeguard
the assets of the Group and to prevent and detect
fraud and other irregularities.

The Directors are required to provide the external
auditors with every opportunity to take whatever
steps and undertake whatever inspections they
consider to be appropriate for the purpose of
enabling them to give their Audit Report. So far as
the Directors are aware, there is no relevant audit
information (that is, information used by the external
auditors in connection with the preparation of their
report) of which the external auditors are unaware.

The Directors consider that they have pursued the
actions necessary to meet their responsibilities as set
out in this statement.

WEB SITE

The Directors are responsible for the maintenance
and integrity of the Group's web site on which the
financial statements are published. Legislation in the
United Kingdom governing the preparation and
dissemination of financial statements may differ from

legislation in other jurisdictions.
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DIRECTORS' REPORT

The Directors present their report and the audited

financial statements for the year ended 31 August 2007.

REsuLTsS AND DIVIDENDS

Group profit on ordinary activities before taxation
amounted to £0.3 million (31 August 2006: £2.0 million
as restated). The Consolidated Profit and Loss Account
for the Group is shown on page 32.

The Directors recommend an increased dividend for
the year of 0.65p (31 August 2006: 0.55p) per
ordinary share. The dividend is payable on 11 January
2008 to shareholders on the register on 14 December
2007.

PRINCIPAL ACTIVITIES

Armour Group plc is the holding company of the
United Kingdom'’s leading consumer electronics group
focused on the in-car communication and
entertainment and home entertainment markets.

REVIEW OF BUSINESS AND

FuTurRe DEVELOPMENTS
This Annual Report should be read in conjunction
with the Chairman’s Statement, Chief Executive’s
Review and Finance Director’s Review, which contain
details of the Group’s trading for the year ended
31 August 2007 and future developments.

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRS™)
The Group will report in accordance with IFRS for the
year ending 31 August 2008. The Directors continue
to review the impact that adopting IFRS will have on
both the Group’s financial statements and
methodologies used for recording financial and
related information.

DoNATIONS

During the year, the Group made charitable
donations in support of local communities totalling
£1,401 (31 August 2006: £1,200). No political
donations were made in either the current or
preceding year.

SUBSTANTIAL INTERESTS

The Company has been notified that, as at

1 November 2007, the following shareholders are
interested in 3% or more of the ordinary shares in

issue:

%

Southwind Limited 18.8
Brewin Dolphin Securities Limited 8.3
Hermes Investment Management Limited 6.0
Universities Superannuation Scheme Limited 3.5

The Directors have not been advised of any other
substantial interest in the ordinary share capital of
the Company.

SHARE OPTION SCHEMES

Options over 250,000 ordinary shares at 45.5p per
ordinary share (31 August 2006: 725,000 ordinary
shares at 56.5p per ordinary share) were granted

under the Company’s 1999 Unapproved Executive
Share Option Scheme.

No grant of options (31 August 2006: Nil) was made
under the Company’s 1998 Share Save Scheme. Options
over 169,909 ordinary shares lapsed during the year.

No grant of options (31 August 2006: Nil) was made
under the Enterprise Management Incentive Share
Option Plan.

Options over 340,000 ordinary shares at 45.5p per
ordinary share (31 August 2006: 50,000 ordinary
shares at 56.5p per ordinary share) were granted
under the Company’s 1999 Approved Executive Share
Option Scheme.

71,000 (31 August 2006: 569,700) options were
exercised during the year ended 31 August 2007.

DIRECTORS

The names of the current Directors and Company
Secretary, along with their brief biographical details, are
given on page 3. No Director has any beneficial interest
in the ordinary share capital of any subsidiary
undertaking. Their interests in the ordinary shares of the
Company are as disclosed in the Remuneration Report.
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DIRECTORS' REPORT CONTINUED

The Company has taken out insurance to indemnify
Directors and Officers of the Group against third
party claims.

ANNUAL GENERAL MEETING
The Annual General Meeting will be held on
11 December 2007.

The ordinary business comprises receipt of the
Directors’ Report and audited financial statements for
the year ended 31 August 2007; the re-appointment of
BDO Stoy Hayward LLP as Auditors and authorisation
of the Directors to determine the Auditors’
remuneration; the re-appointment of George Dexter as
a Director and the declaration of a dividend.

Resolutions 1 to 4 deal with these matters.

The special business comprises the disapplication of
Section 89 of the Companies Act 1985 and the
authority for the Company to purchase its own
ordinary shares. Resolutions 5 and 6 deal with these
matters.

The Notice of Annual General Meeting and the
ordinary and special resolutions to be put to the
Meeting are included at the end of this Annual
Report and financial statements.

The Code recommends a notice period of twenty
working days for the annual general meeting. The
requirement to hold the Annual General Meeting in
this calendar year means that, in accordance with the
Companies Act 2006, twenty one days notice has been
given for the Annual General Meeting on

11 December 2007.

RESEARCH AND DEVELOPMENT

The Group is committed to on-going research and
development as explained in the Chairman'’s
Statement and Chief Executive’s Review. The costs

incurred are shown in Note 5 on page 42.

FINANCIAL INSTRUMENTS
Full details of the Group’s management of financial
instruments are given in Note 19 on pages 50 and 51.

ORDINARY SHARE CAPITAL
Full details of changes to ordinary share capital in the

year are given in Note 23 on pages 55 and 56.

EMPLOYEES

The Group's policy is to encourage effective
communication and consultation between employees
and management. Subsidiary undertakings develop
their own consultative and communication

procedures as part of their operating practices.

The Company and its subsidiary undertakings give full
consideration to applications for employment made
by disabled people, having regard to their aptitudes
and abilities. Should employees become disabled
during employment, they would be considered for
any necessary retraining and available work within
their capabilities. For the purposes of training, career
development and promotion, disabled employees are
treated in the same way as other employees.

ENVIRONMENTAL PoLicY

The Group consults professional experts on
environmental matters as part of pre-acquisition
enquiries for new businesses and takes appropriate
action on the advice received. The Group is
committed to maintaining a responsible attitude to
environmental management in all areas of its

business.

CREDITOR PAYMENT Poticy

The Group does not follow any code or standard on
payment practice. However, its policy is for Group
subsidiary undertakings to agree terms and conditions
for their business transactions with all suppliers.
Payment is normally made on these terms, subject to
the terms and conditions being met by the suppliers.
The Company has no amounts included within trade
creditors. The Group's trade creditors at the year end
were 65 (2006: 49) days of average supplies for the
year.

By order of the Board
JOHN HARRIS
Company Secretary

6 November 2007
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REMUNERATION REPORT

SCOPE OF REPORT

The Remuneration Report sets out the Company’s
remuneration policy and, particularly, its approach for
Directors. It also explains how the Company applies
the principles of good corporate governance in
relation to Directors’ remuneration. This Report has
been prepared by the Remuneration Committee and
has been approved by the Board.

CoMPOSITION AND ROLE

The Remuneration Committee’s members are

Steve Bodger, who is the Chairman, and Bob Morton.
The Committee is responsible for reviewing all senior
executive appointments and determining the Group's
policy in respect of the terms of employment,
including remuneration packages of executive
Directors and for monitoring senior management
development programmes. The constitution and
operation of the Committee are in compliance with
the principles, which are incorporated in Section A of
the best practice provisions attached to The Financial
Services Authority Listing Rules. The Committee has
given full consideration to the best practice provisions
set out in the Code in determining the remuneration
packages for executive Directors.

REMUNERATION PoLicy

The objective of the Group’s remuneration policy is to
attract, motivate and retain high quality individuals,
who will contribute fully to the success of the Group. To
secure this objective, the Group provides competitive
salaries and benefits to all employees. Packages are

established having regard to current market practice.
Executive Directors’ remuneration is set to create an
appropriate balance between basic salary and bonus
potential and consists of the following elements:

e Basic salary;

e Performance-related annual bonus;

e Benefits;

e Defined contribution pension payments; and

e Share options.

SENIOR EXECUTIVES’ BONUSES AND BENEFITS
The executive Directors’ bonus scheme is linked to
the Group’s year-on-year profit performance and

working capital management.

Divisional performance-related bonus schemes are in
place so that bonuses may be payable to
senior executives provided their divisional results

reach pre-set profit and cash generation targets.

Senior executives’ benefits typically, but not
necessarily, include a car (or cash alternative) and
insurance for life, disability and health care.

PENSION ARRANGEMENTS

The majority of senior executives are members of a
defined contribution pension plan operated by the
Group or, alternatively, have their own personal
pension arrangements to which the Group contributes
between 7% and 10% of pensionable salary.

ExecuTivVE DIRECTORS’ SERVICE CONTRACTS
The executive Directors have service contracts with
the Company which are not of fixed duration and
which are terminable by either party giving 12
months’ written notice.

NON-EXECUTIVE DIRECTORS

There are service contracts with the Company for the
provision of non-executive Directors’ services, which
may be terminated by either party giving three
months’ written notice. The fees payable for the
services of the non-executive Directors are set by the
Board.
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REMUNERATION REPORT CONTINUED

DIRECTORS’ EMOLUMENTS
The following table summarises the total gross remuneration, excluding gains on the exercise of options which are
shown on page 28, of the Directors who served during the year ended 31 August 2007:

Total emoluments Pension
excluding pensions contributions
Basic 31 August 31 August 31 August 31 August
Fees salary Bonus Benefits 2007 2006 2007 2006
£000 £000 £000 £000 £000 £000 £000 £000
Executive
George Dexter - 159 66 13 238 167 16 16
John Harris - 117 48 13 178 126 12 11
Non-executive
Bob Morton 45 - - - 45 68 - -
Steve Bodger 25 - - - 25 25 - -
Total 2007 70 276 114 26 486 - 28 -
Total 2006 93 267 - 26 - 386 - 27

Fees for Bob Morton'’s services, inclusive of all expenses, are payable to Hawk Consulting Limited, a company in

which he has an interest.

Fees for Steve Bodger's services are payable to Stratys Limited, a company in which he has an interest.

Benefits include all assessable taxation benefits arising from employment by the Company, which relate

principally to a company car allowance.

The above figures represent emoluments earned as Directors during the relevant year. Such emoluments have
been paid in the same period with the exception of bonuses, which are payable after the year end. The figures
for pensions shown above are the contributions paid by the Company.

ARMOUR EMPLOYEES’ SHARE TRUST

The Armour Employees’ Share Trust is a discretionary settlement, controlled and managed by an independent
trustee company. It is empowered to purchase the Company’s ordinary shares (up to a maximum of 5% of the
issued ordinary share capital) and subsequently make them available to employees, principally through the grant
and exercise of rights under certain share option schemes operated by the Company. The Trust currently holds
966,000 ordinary shares but these have not yet been specifically allocated to employees under any scheme. The
trustee is required to waive both voting rights and dividends payable on any ordinary share in the Company in

excess of 0.001p, unless otherwise directed by the Company.
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REMUNERATION REPORT CONTINUED

DIRECTORS’ SHAREHOLDINGS

The Directors, who served during the year ended 31 August 2007 and who held an interest in the ordinary

shares of the Company, were as follows:

At 31 August 2007

At 1 September 2006

Ordinary shares of 10p each Ordinary shares of 10p each

Shares Options Shares Options
Bob Morton 1,110,000 - 1,110,000 -
George Dexter 1,354,736 625,000 1,349,146 630,590
John Harris 176,541 875,000 151,941 899,600
Steve Bodger 100,000 - 100,000 -

There have been no changes in the Directors’ share interests from 1 September 2007 to 6 November 2007.

SHARE OPTIONS

The non-executive Directors are not entitled to participate in the Company’s share option schemes.

1999 UNAPPROVED EXECUTIVE SHARE OPTION SCHEME

Options at  Exercised in Options at Exercise Exercise
31 August 2007 the year 1 September 2006 price period

p
George Dexter 125,000 - 125,000 20.0 10 May 2002 — 9 May 2012
John Harris 175,000 - 175,000 20.0 10 May 2002 - 9 May 2012
200,000 - 200,000 34.5 24 July 2004 - 23 July 2013

1998 SHARE SAVE SCHEME

Options at  Exercised in Options at Exercise Exercise
31 August 2007 the year 1 September 2006 price period
p
George Dexter - (5,590) 5,590 33.0 1 December 2006 — 31 May 2007
John Harris - (24,600) 24,600 33.0 1 December 2006 — 31 May 2007

At the date of exercise, the market value of ordinary shares in the Company was 46.25p, which represents a

profit of £741 for George Dexter and £3,260 for John Harris.

ENTERPRISE MANAGEMENT INCENTIVE SHARE OPTION PLAN

Options at  Exercised Options at Exercise Exercise
31 August 2007 in the year 1 September 2006 price period
p
George Dexter 500,000 - 500,000 20.0 21 January 2004 — 20 January 2013
John Harris 500,000 - 500,000 20.0 21 January 2004 - 20 January 2013
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REMUNERATION REPORT CONTINUED

The high-low market price of ordinary shares in the Company during the year was 62.5p — 33.5p and the market
price of the ordinary shares at 31 August 2007 was 43.0p (31 August 2006: 33.0p).

The details of these share option schemes are set out in Notes 22 and 23.

By order of the Board
JOHN HARRIS
Company Secretary

6 November 2007
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INDEPENDENT AUDITORS" REPORT TO THE SHAREHOLDERS OF ARMOUR GROUP PLC

We have audited the Group’s and Company's financial
statements (“financial statements”) of Armour Group
plc for the year ended 31 August 2007 which
comprise the Consolidated Profit and Loss Account,
Consolidated Statement of Total Recognised Gains
and Losses, Group and Company Balance Sheets,
Consolidated Cash Flow Statement and related notes.
These financial statements have been prepared under
the accounting policies set out therein.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS
AND AUDITORS
The Directors’ responsibilities for preparing the
financial statements in accordance with applicable
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 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 have
been properly prepared in accordance with the
Companies Act 1985 and whether the information
given in the Directors’ Report is consistent with those
financial statements. We also 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 in the Annual Report and
consider whether it is consistent with the audited
financial statements. This other information comprises
only the Financial Highlights, Chairman’s Statement,
Chief Executive’s Review, Finance Director’s Review,
Corporate Governance Statement, Directors’ Report
and Remuneration Report. We consider the
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.

Our report has been prepared pursuant to the
requirements of the Companies Act 1985 and for no
other purpose. No person is entitled to rely on this
report unless such a person is a person entitled to rely
upon this report by virtue of and for the purpose of the
Companies Act 1985 or has been expressly authorised to
do so by our prior written consent. Save as above, we
do not accept responsibility for this report to any other
person or for any other purpose and we hereby

expressly disclaim any and all such liability.

BAsis oF AubDIT 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 judgements made by the
Directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate
to the Group’s and 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 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.

OPINION

In our opinion:

The Group's financial statements give a true and
fair view, in accordance with United Kingdom
Generally Accepted Accounting Practice, of the
state of the Group’s affairs as at 31 August 2007
and of its loss for the year then ended;
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF ARMOUR GROUP PLC CONTINUED

e The Company'’s financial statements give a true and
fair view, in accordance with the United Kingdom
Generally Accepted Accounting Practice, of the
state of the Company’s affairs at 31 August 2007;

e The financial statements have been properly
prepared in accordance with the Companies Act
1985; and

e The information given in the Directors’ Report is

consistent with the financial statements.

BDO Stoy HAYWARD LLP
Chartered Accountants
Registered Auditors

Gatwick

6 November 2007
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CONSOLIDATED PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 AucusT 2007

Restated *
31 August 2007 31 August 2006
Note Total Total
£000 £000
Turnover 2,3
Continuing operations 55,171 40,004
Discontinued operations 2,185 2,977
57,356 42,981
Operating profit 2,3
Continuing operations 4,118 2,826
Discontinued operations (360) (139)
3,758 2,687
Share of loss in associated undertakings (15) -
Loss on disposal of discontinued operations (2,711) -
Profit on ordinary activities before interest 1,032 2,687
Interest receivable 22 29
Interest on discounted deferred consideration (113) (159)
Interest payable and similar charges 7 (652) (508)
Profit on ordinary activities before taxation 289 2,049
Taxation on profit on ordinary activities 8 (1,155) (563)
(Loss)/profit for the year 24 (866) 1,486
Earnings/(loss) per ordinary share 10
From continuing and discontinued operations
Basic (1.3)p 2.4p
Diluted (1.3)p 2.4p
From continuing operations
Basic 3.1p 2.6p
Diluted 3.1p 2.5p
From discontinued operations
Basic (4.4)p (0.2)p
Diluted (4.4)p p
* Note 1

The Notes on pages 36 to 59 form part of these financial statements.
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CONSOLIDATED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

FOR THE YEAR ENDED 31 AucusT 2007

Restated *
31 August 2007 31 August 2006
£000 £000
(Loss)/profit for the year
Group (851) 1,486
Associated undertakings (15) -
(866) 1,486
Currency translation differences on foreign currency net investments (7) -
Total recognised gains and losses relating to the year (873) 1,486
Share-based payment prior year adjustment (Note 1) (72)
Total gains and losses recognised since last statutory financial statements (945)
* Note 1

CONSOLIDATED STATEMENT OF HisToRrIicAL CosT PROFITS AND LOSSES

FOR THE YEAR ENDED 31 AucusTt 2007

There is no material difference between the results stated in the Profit and Loss Account and those on an
unmodified historical cost basis.

The Notes on pages 36 to 59 form part of these financial statements.
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BALANCE SHEETS

AT 31 AucusT 2007

Group Company
Restated * Restated *
Note 31 August 2007 31 August 2006 31 August 2007 31 August 2006
£000 £000 £000 £000
Fixed assets
Intangible assets 11 19,914 23,338 - -
Tangible assets 13 1,741 2,256 25 7
Investments 14 357 - - -
22,012 25,594 25 7
Current assets
Stocks 15 10,490 9,836 - -
Debtors 16 11,721 9,993 25,009 24,241
Cash at bank and in hand 892 186 45 45
23,103 20,015 25,054 24,286
Creditors: Amounts falling due within one year
Creditors 17 (15,860) (13,547) (866) (474)
Borrowings 18 (714) (1,610) (1,514) (801)
(16,574) (15,157) (2,380) (1,275)
Net current assets 6,529 4,858 22,674 23,011
Total assets less current liabilities 28,541 30,452 22,699 23,018
Creditors: Amounts falling due after
more than one year
Creditors 17 - (127) - -
Borrowings 18 (3,082) (3,767) (3,082) (3,767)
(3,082) (3,894) (3,082) (3,767)
Net assets 25,459 26,558 19,617 19,251
Capital and reserves
Called up ordinary share capital 23 6,848 6,841 6,848 6,841
Share premium account 24 8,513 8,496 8,513 8,496
Other reserves 24 871 871 - -
Profit and Loss Account 24 9,427 10,550 4,456 4,114
Share trust reserve 24 (200) (200) (200) (200)
Shareholders’ funds 25 25,459 26,558 19,617 19,251

* Note 1
These financial statements were approved by the Board and authorised for issue on 6 November 2007.

GEORGE DEXTER JOHN HARRIS
Director Director

The Notes on pages 36 to 59 form part of these financial statements.
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CoNsSOLIDATED CASH FLow STATEMENT

FOR THE YEAR ENDED 31 AucusT 2007

31 August 2007
£000 £000

31 August 2006
£000 £000

Net cash inflow from operating activities
Returns on investments and servicing of finance
Interest received

Interest paid

Bank loan arrangement costs

Interest element of finance lease rentals

5,353

22
(507)

4

3,032

Net cash outflow from returns on
investments and servicing of finance

Corporate taxation paid

Capital expenditure and financial investment

Payments to acquire tangible assets

Sale of tangible assets

(489)
(919)

(825)
84

(598)
(649)

(920)
25

Net cash outflow from capital expenditure
and financial investment

Acquisitions and disposals

Purchase of subsidiary undertakings

Net cash acquired with subsidiary undertakings

Investment in associated undertakings

(741)

(155)

(372)

(895)

(10,402)

3,659

Net cash outflow from acquisitions
and disposals
Dividend paid

(527)
(371)

(6,743)
(296)

Net cash inflow/(outflow) before financing
Financing

Issue of ordinary share capital

New bank loans

Repayment of bank loans

Capital element of finance lease rental repayments

2,306

24

(720)
(44)

(6,149)

5,892
5,000

(3,483)

(56)

Net cash (outflow)/inflow from financing

(740)

7,353

Net cash inflow after financing, being the
increase in cash in the year

1,566

1,204

The Notes on pages 36 to 59 form part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

1 ACCOUNTING POLICIES

CHANGE IN ACCOUNTING PotLicy

This year, the Group has adopted FRS 20: Share-based Payment. This reporting standard requires the recognition
of share-based payments at fair value at the date of grant. In accordance with the transitional provisions of

FRS 20, it has been applied retrospectively to all grants of equity instruments made after 7 November 2002 that
remained unvested as at 1 September 2006.

The Group's figures for the year ended 31 August 2006 have been restated to reflect the adoption of FRS 20. The
restatement has resulted in a net decrease in profit of £72,000, being the share-based payment charge net of
deferred taxation of £31,000. Net assets at 31 August 2006 have increased by £56,000, being the deferred
taxation asset for the year ended 31 August 2006 and a further deferred taxation asset of £25,000 relating to
those share-based payments that had been granted after 7 November 2002 but that had not vested by

1 September 2005.

The Company'’s figures for the year ended 31 August 2006 have been restated to reflect the adoption of FRS 20.
The restatement has resulted in a net decrease in profit of £4,000, being the share-based payment charge net of
deferred taxation of £2,000. Net assets at 31 August 2006 have increased by £177,000, being an increase in the
amounts owed by the subsidiary undertakings in regard to the portion of share-based payments relating to the
employees in the subsidiary undertakings of £174,000 and an increase in the deferred taxation asset of £3,000. The
effect on net assets relating to those share-based payments that had not vested by 1 September 2005 was an

increase of £77,000 in the amounts owed by the subsidiary undertakings and £1,000 on the deferred taxation asset.

The Group's share-based payment charge for the year ended 31 August 2007 is £121,000 as shown in Note 22.
The Company's share-based payment charge for the year ended 31 August 2007 is £4,000.

BAsis OF PREPARATION
The Group's financial statements have been prepared in accordance with applicable accounting standards and

under the historical cost convention.

CONSOLIDATION

The Group's financial statements consolidate the financial statements of the Company and all of its subsidiary
undertakings. The financial statements are made up for the year ended 31 August 2007. The comparative figures
are for the year ended 31 August 2006.

The acquisition method of accounting has been adopted. Under this method, the results of subsidiary
undertakings acquired or disposed of in the year are included in the Consolidated Profit and Loss Account from
the date of acquisition or up to the date of disposal.

A separate profit and loss account for the Company has not been presented as permitted by Section 230 of
the Companies Act 1985. The profit for the year before dividends of the Company amounts to £592,000
(31 August 2006: £836,000 as restated).

GoobwiLL

Goodwill arising on consolidation in respect of acquisitions before 1 May 1998, when FRS 10: Goodwill and
Intangible Assets was adopted, was written off to reserves in the year of acquisition. This amounts to £412,000.
When a subsequent disposal occurs, any related goodwill previously written off to reserves will be written back
through the Consolidated Profit and Loss Account as part of the profit or loss on disposal.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

Goodwill (representing the excess of the fair value of the consideration and associated costs over the fair value
of the identifiable net assets acquired) arising on consolidation in respect of acquisitions since 1 May 1998 is
capitalised. Positive goodwill is amortised to nil by equal annual instalments over its estimated useful life of

20 years.

On the subsequent disposal or termination of a business acquired since 1 May 1998, the profit or loss on either
disposal or termination is calculated after charging the unamortised amount of any related goodwill.

In the Company’s financial statements, investments in subsidiary undertakings are stated at cost less any

impairment in value.

ASSOCIATED UNDERTAKINGS
An entity is treated as an associated undertaking where the Group has a participating interest and exercises
significant influence over its operating and financial policy decisions.

In the Group’s financial statements, interests in associated undertakings are accounted for using the equity
method of accounting. The Consolidated Profit and Loss Account includes the Group's share of the operating
results, interest, pre-taxation results and attributable taxation of such undertakings based on the most recently
available management information. In the consolidated Balance Sheets, the interests in associated undertakings
are shown as the Group’s share of the identifiable net assets, including any unamortised premium paid on
acquisition.

The premium on acquisition is amortised to nil through the Consolidated Profit and Loss Account in equal
annual instalments over its estimated useful life of 20 years.

DEFERRED TAXATION

Deferred taxation balances are recognised in respect of all timing differences that have originated but not
reversed by the balance sheet date except that recognition of deferred taxation assets is limited to the extent
that the Group anticipates making taxable profit in the future to absorb the reversal of the underlying timing
differences. Deferred taxation balances are not discounted.

DEPRECIATION
Depreciation of tangible fixed assets is provided on a straight line basis so as to write them down to their

residual values over their expected useful lives. The annual depreciation rates used are:

%

Plant and fixtures and fittings 10-33
Motor vehicles 20-25
LEASES

Assets acquired under finance leases are capitalised and the outstanding future lease obligations are shown in
creditors. The interest element of finance lease payments is charged to the Consolidated Profit and Loss Account
over the term of the lease. Operating lease rentals are charged to the Consolidated Profit and Loss Account in
the year to which they relate.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

1 ACCOUNTING POLICIES CONTINUED

SToCKs

Stocks have been valued at the lower of cost and net realisable value. Cost includes all direct expenditure to bring
items to their condition and location at the accounting date, together with, in the case of goods manufactured by
the Group, an appropriate proportion of production overhead expenditure attributable thereto.

CONTINGENT DEFERRED CONSIDERATION
Contingent deferred consideration is accounted for in accordance with FRS 7: Fair Values in Acquisition
Accounting. The fair value of the contingent deferred consideration payable in cash is taken to be the estimated

amount of cash discounted to its present value.

TURNOVER
Turnover represents the invoiced value of goods sold and the value of services provided to third party customers,
excluding value added tax. Turnover is recognised when the risks and rewards of owning the goods have passed

to the customer, which is generally on delivery or when services have been provided.

FOREIGN CURRENCIES

The results of overseas subsidiary undertakings are translated into sterling at the average rates of exchange
during the year and their balance sheets at the rates ruling at the year end. Gains or losses arising on the
translation of the opening net assets and results of overseas subsidiary undertakings are taken to reserves.

Transactions denominated in foreign currencies are translated into sterling at the exchange rate in operation on
the date of the transaction or at the rate fixed under the terms of the transaction. Monetary assets and liabilities
originally denominated in foreign currencies are translated into sterling at the exchange rate in operation at the
balance sheet date or at the rate fixed under the terms of the transaction. Exchange gains and losses are
reported as part of the profit on ordinary activities.

SHARE-BASED PAYMENT

Where share options are awarded to employees, the fair value of the options at the date of grant is charged to
the Profit and Loss Account over the vesting period. Non-market vesting conditions are taken into account by
adjusting the number of equity instruments expected to vest at each balance sheet date so that, ultimately, the
cumulative amount recognised over the vesting period is based on the number of options that eventually vest.
Market vesting conditions are factored into the fair value of the options granted. As long as all other vesting
conditions are satisfied, a charge is made irrespective of whether the market vesting conditions are satisfied. The
cumulative expense is not adjusted for failure to achieve a market vesting condition.

In accordance with UITF 44: Group and Treasury Share Transactions, the Company has accounted for options
granted to the employees of subsidiary undertakings as capital contributions, which have been recharged to the
intermediate company holding the investment. The corresponding credit has been recognised in the Profit and

Loss Account reserve.
PeEnsion CosTs
Pension costs associated with defined contribution schemes represent contributions payable, by the Company

and its subsidiary undertakings, in the year.

RESEARCH AND DEVELOPMENT

Research and development expenditure is written off in the year in which it is incurred.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

FINANCIAL INSTRUMENTS
In relation to disclosures made in Note 19, short-term debtors and creditors are not treated as financial assets or
financial liabilities except for foreign currency disclosures. The Group does not hold or issue derivative financial

instruments for trading purposes. Financial instruments are initially and subsequently recorded at cost.

LoAN ARRANGEMENT COSTS

Loan arrangement costs are charged to the Profit and Loss Account over the term of the loan so that the
amount charged is at a constant rate on the carrying amount. These costs are initially recognised as a reduction
in the proceeds of the associated loan.

2 ANALYSIS OF OPERATING PROFIT

The discontinued operations consist of Armour Custom Services Limited and The Hi-End Limited. The
comparative figures for the year ended 31 August 2006 have been restated to reflect discontinued operations
and the adoption of FRS 20: Share-based Payment (Note 1).

Continuing  Discontinued

operations operations Total
Year ended 31 August 2007 £000 £000 £000
Turnover 55,171 2,185 57,356
Operating expenses
Changes in stocks of finished goods and work in progress 1,609 56 1,665
Raw materials and consumables (30,038) (1,089) (31,127)
Staff costs (Note 4) (9,834) (827) (10,661)
Depreciation of tangible fixed assets (694) (90) (784)
Amortisation of goodwill (1,168) 91) (1,259)
Other operating charges (10,928) (504) (11,432)
(51,053) (2,545) (53,598)
Operating profit 4,118 (360) 3,758

Continuing Discontinued

operations operations Total
Year ended 31 August 2006 £000 £000 £000
Turnover 40,004 2,977 42,981
Operating expenses
Changes in stocks of finished goods and work in progress 175 131 306
Raw materials and consumables (20,579) (1,849) (22,428)
Staff costs (Note 4) (7,727) (844) (8,571)
Depreciation of tangible fixed assets (716) (44) (760)
Amortisation of goodwill (1,012) (90) (1,102)
Other operating charges (7,319) (420) (7,739)
(37,178) (3,116) (40,294)
Operating profit 2,826 (139) 2,687
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

3 SEGMENTAL INFORMATION

(A) TURNOVER, OPERATING PROFIT AND NET OPERATING ASSETS BY CLASS OF BUSINESS

31 August 2007

31 August 2006

Restated * Restated *
Operating Net operating Operating  Net operating
Turnover profit assets Turnover profit assets
£000 £000 £000 £000 £000 £000
Armour Automotive
Continuing operations 17,290 2,180 4,704 16,381 1,744 5,385
Amortisation and goodwill - (142) 1,944 - (142) 2,085
17,290 2,038 6,648 16,381 1,602 7,470
Armour Home
Continuing operations 37,881 4,604 8,469 23,623 3,026 7,353
Discontinued operations 2,185 (269) - 2,977 (49) 1,442
Amortisation and goodwill
Continuing operations - (1,026) 17,970 - (870) 19,628
Discontinued operations - 91) - - (90) 1,625
40,066 3,218 26,439 26,600 2,017 30,048
Central operations - (1,498) (4,724) - (932) (5,769)
57,356 3,758 28,363 42,981 2,687 31,749
Share of loss in associated
undertakings (15) - - -
Loss on disposal of
discontinued operations (2,711) - - -
Net interest and net debt (743) (2,904) (638) (5,191)
Profit on ordinary activities
before taxation 289 - 2,049 -
Net assets 25,459 26,558
* Note 1

(B8) TURNOVER BY DESTINATION

31 August 2007 31 August 2006

£000 £000

United Kingdom 49,115 35,499
Rest of Europe 6,624 5,795
Rest of world 1,617 1,687
57,356 42,981

The turnover by destination of discontinued operations was the United Kingdom in both the current and prior

years.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

(c) TURNOVER, OPERATING PROFIT AND NET OPERATING ASSETS BY COUNTRY OF OPERATION

31 August 2007

31 August 2006

Restated * Restated *
Operating Net operating Operating  Net operating
Turnover profit assets Turnover profit assets
£000 £000 £000 £000 £000 £000
United Kingdom
Continuing operations 54,591 5,205 8,229 39,555 3,749 6,699
Discontinued operations 2,185 (269) - 2,977 (49) 1,442
Amortisation and goodwill
Continuing operations - (1,168) 19,914 - (1,012) 21,713
Discontinued operations - 91) - - (90) 1,625
56,776 3,677 28,143 42,532 2,598 31,479
Rest of Europe
Continuing operations 1,198 164 219 857 89 270
Rest of world
Continuing operations - (83) 1 - - -
Inter-area eliminations (618) - - (408) - -
57,356 3,758 28,363 42,981 2,687 31,749
Share of loss in associated
undertakings (15) - - -
Loss on disposal of
discontinued operations 2,711) - - -
Net interest and net debt (743) (2,904) (638) (5,191)
Profit on ordinary activities
before taxation 289 - 2,049 -
Net assets 25,459 26,558
* Note 1

4 STAFF NUMBERS AND COSTS

The average number of persons employed by the Group and Company (including Directors) during the year,

analysed by category, was as follows:

Number of employees

Group
31 August 2007 31 August 2006 31 August 2007 31 August 2006

Company

Manufacturing 122 134 - -
Selling and distribution 127 121 - -
Research and Development 31 25 -
Administration 72 55 5

352 335 9 5
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

4 STAFF NUMBERS AND COSTS CONTINUED
The aggregate payroll costs of these persons were as follows:

Group Company

31 August 2007 31 August 2006 31 August 2007 31 August 2006

£000 £000 £000 £000

Wages and salaries 9,307 7,442 681 410
Social security costs 994 815 92 40
Other pension costs 239 211 41 32
Share-based payments 121 103 4 6
Staff costs 10,661 8,571 818 488

5 OPERATING PROFIT

31 August 2007

31 August 2006

£000 £000
Operating profit is stated after charging:
Depreciation
Owned assets 768 727
Held under finance leases and hire purchase contracts 16 33
Auditors’ remuneration:
Fees payable to the Company’s Auditors for the audit
of the Company’s annual financial statements 24 23
Fees payable to the Company’s Auditors and its associates for other services:
The audit of the Company’s subsidiaries pursuant to legislation 88 81
Other services pursuant to legislation 2 -
Tax services 35 22
Other advice 15 -
Amortisation of goodwill 1,259 1,102
Research and development expenditure 1,561 463
Operating lease rentals:
Hire of plant and machinery 146 55
Other 930 827
Foreign exchange losses 79 42

Fees of £6,000 were paid to the Auditors in relation to the determination of the deferred consideration for

Alphason Designs Limited, which have been added to the acquisition costs. Fees of £6,500 were paid to the

Auditors for tax advice on the sale of the custom installation services business and are included in cost of sale

(Note 21).

Fees paid to the Auditors and their associates for non-audit services to the Company are not disclosed in the

Company's financial statements because the Company’s consolidated financial statements are required to

disclose such fees on a consolidated basis.
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6 DIRECTORS’ EMOLUMENTS

31 August 2007 31 August 2006

£000 £000
Emoluments 416 293
Amounts paid to third parties for Directors’ services 70 93
Company contributions to money purchase pension schemes 28 27
514 413

The gain on options exercised during the year, comparing exercise price to market price on the day of exercise,
was £4,001 as shown in the Remuneration Report on page 28 (31 August 2006: £20,520).

Emoluments of the highest paid director amounted to £238,000 (31 August 2006: £167,000) and Company
contributions to the defined contribution pension scheme amounted to £16,000 (31 August 2006: £16,000). Gains
made on the exercise of options were £741 (31 August 2006: £20,520).

No Director at any time during the year had a material interest in any contract, other than service contracts,
with the Company or any of its subsidiary undertakings. Detailed information relating to Directors’
remuneration and share options are included in the Remuneration Report on pages 26 to 29.

7 INTEREST PAYABLE AND SIMILAR CHARGES

31 August 2007 31 August 2006

£000 £000
Interest imputed on discounted deferred consideration (113) (159)
Bank loans and overdraft (613) (470)
Bank loan arrangement costs expensed (35) 31)
Finance leases (4) 7)
(765) (667)

The interest imputed on discounted deferred consideration does not constitute interest on borrowings but is a
requirement of FRS 7: Fair Values in Acquisition Accounting. The net interest charge relating to the trading and
borrowings of the Group during the year was £630,000 (31 August 2006: £479,000).

8 TAXATION ON PROFIT ON ORDINARY ACTIVITIES

31 August 2007 31 August 2006

£000 £000
UK Corporation Tax at 30% (2006: 30%) (1,121) (699)
Adjustment in respect of prior years 10 39
Overseas taxation (38) (20)
Current taxation (1,149) (680)
Deferred taxation — current year (6) 86
Deferred taxation — prior year adjustment (Note 1) - 31
(1,155) (563)
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8 TAXATION ON PROFIT ON ORDINARY ACTIVITIES CONTINUED

The current taxation assessed for the year is higher than the standard rate of UK Corporation Tax. The

differences are explained below:

31 August 2007 31 August 2006

£000 £000
Profit on ordinary activities before taxation 289 2,049
Profit on ordinary activities multiplied by the
standard rate of UK Corporation Tax of 30% (87) (615)
Effects of:
Disallowed amortisation of goodwill (378) (331)
Expenses not deductible for taxation purposes (111) (109)
Exceptional items (813) -
Depreciation in excess of capital allowances 9) (23)
Taxation credits (Research and Development and options relief) 53 88
Other timing differences 8 46
Lower taxation rates on overseas profit and marginal relief 3 7
Use of brought forward losses 175 218
Adjustment in respect of prior years 10 39
Current Corporation Tax charge for the year (1,149) (680)
The deferred taxation asset is as follows:
Group Company
31 August 2007 31 August 2006 31 August 2007 31 August 2006
£000 £000 £000 £000
Accelerated capital allowances 116 103 1 1
Short-term timing differences 75 81 7 6
Taxation losses 100 107 100 107
291 291 108 114
At 1 September 2006 291 112 114 15
Acquisition of subsidiary undertakings - 37 - -
Disposal of subsidiary undertakings 6 - - -
Movement in the year (6) 86 (6) 96
Prior year adjustment (Note 1) - 56 - 3
At 31 August 2007 291 291 108 114

9 DIVIDEND

31 August 2007 31 August 2006
£000 £000

Proposed dividend for the year of 0.65p (2006: 0.55p) per ordinary share (Note 24)

(439) (371)

The Armour Employees’ Share Trust has waived its right to a dividend in excess of 0.001p per ordinary share for

the 966,000 ordinary shares that it holds.
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10 EARNINGS/(Loss) PER ORDINARY SHARE

The weighted average number of ordinary shares in issue during the year was 67,493,840 (31 August 2006:
61,664,304). Diluted earnings per ordinary share is calculated with reference to 68,831,976 (31 August 2006:
63,184,137) ordinary shares. The effect of the exercise of options on the weighted average number of ordinary
shares in issue is 1,338,136 (31 August 2006: 1,519,833).

The 966,000 ordinary shares held by the Armour Employees’ Share Trust (page 27) are not included in either

the weighted average, or diluted weighted average, ordinary shares in issue during the year.

Underlying earnings per ordinary share is also shown calculated by reference to earnings before the amortisation

of goodwill, non-operating exceptional items and share-based payments. The Directors consider that this gives a

useful additional indication of underlying performance.

CONTINUING AND DISCONTINUED OPERATIONS

31 August 2007

31 August 2006

Basic Diluted Basic Diluted

£000 p p £000 p P

(Loss)/profit for the year (866) (1.3) (1.3) 1,486 2.4 2.4

Amortisation of goodwill 1,259 1.9 1.8 1,102 1.8 1.7
Loss on disposal of discontinued

operations 2,711 4.0 4.0 - - -

Share-based payments (Note 1) 87 0.1 0.1 72 0.1 0.1

Underlying earnings 3,191 4.7 4.6 2,660 4.3 4.2

CONTINUING OPERATIONS

The profit from continuing operations is calculated in the table below:

31 August 2007 31 August 2006

£000 £000
(Loss)/profit for the year (866) 1,486
Loss for the year from discontinued operations 268 98
Loss on disposal of discontinued operations 2,711 -
Profit from continuing operations 2,113 1,584

The loss for the year from discontinued operations is the operating loss of £360,000 (31 August 2006: £139,000)

less the taxation benefit of £92,000 (31 August 2006: £41,000).

31 August 2007

31 August 2006

Basic Diluted Basic Diluted

£000 P p £000 p p

Profit for the year 2,113 3.1 3.1 1,584 2.6 2.5
Amortisation of goodwiill 1,168 1.8 1.7 1,012 1.6 1.6
Share-based payments (Note 1) 83 0.1 0.1 68 0.1 0.1
Underlying earnings 3,364 5.0 49 2,664 4.3 4.2
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11 INTANGIBLE FIXED ASSETS — GOODWILL

Net book

Cost Amortisation value

Group £000 £000 £000
At 1 September 2006 26,180 (2,842) 23,338
Adjustment in respect of Alphason (631) - (631)
Disposal (Note 21) (1,816) 282 (1,534)
Amortisation for the year - (1,259) (1,259)
At 31 August 2007 23,733 (3,819) 19,914

The adjustment in respect of Alphason is in regard to the agreement of the deferred consideration (Note 20).

The disposal relates to the sale of Armour Custom Services Limited and The Hi-End Limited, which together
formed the Group’s custom installation services business segment.

12 SuBSIDIARY AND ASSOCIATED UNDERTAKINGS
The Company’s principal subsidiary and associated undertakings are as follows:

Proportion
of ordinary Country of
share capital incorporation
%
Subsidiary undertakings
Armour Automotive Group Limited 100 Great Britain
Armour Automotive
Armour Automotive Limited 100 Great Britain
Armour Automotive AB 100 Sweden
Continental Technologies and Investments Limited 100 Great Britain
Armour Home
Armour Home Electronics Limited 100 Great Britain
Myryad Systems Limited 100 Great Britain
Alphason Designs Limited 100 Great Britain
Armour Hong Kong Limited 100 Hong Kong
Associated undertakings
Audica Limited 25 Great Britain

Armour Automotive Group Limited is a holding company. The nature of business of the other undertakings is the
design, manufacture and distribution of products for either the automotive or home markets. All companies except
Armour Automotive Group Limited are held through an intermediate company.
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13 TANGIBLE ASSETS

Group Company
Plant and Plant and
Motor fixtures and fixtures and
vehicles fittings Total fittings Total
£000 £000 £000 £000 £000

Cost
At 1 September 2006 812 4,395 5,207 83 83
Additions 163 662 825 25 25
Disposal of subsidiary undertakings (170) (535) (705) - -
Disposals (150) (113) (263) - -
At 31 August 2007 655 4,409 5,064 108 108
Depreciation
At 1 September 2006 351 2,600 2,951 76 76
Charge for the year 190 594 784 7 7
Disposal of subsidiary undertakings (79) (163) (242) - -
Disposals (83) (87) (170) - -
At 31 August 2007 379 2,944 3,323 83 83
Net book value
At 31 August 2007 276 1,465 1,741 25 25
At 1 September 2006 461 1,795 2,256 7 7
Included in plant and fixtures and fittings are assets held under finance leases with a net book value of
£125,000 (31 August 2006: £140,000).
14 FIXeED ASSET INVESTMENTS
Group
Investment in associated undertakings £000
Investment made during the year (Note 20) 372
Amortisation of acquisition premium (18)
Share of profit in associated undertaking 3
Carrying value of investment at 31 August 2007 357
Company
Shares in subsidiary undertakings £000
Cost
At 1 September 2006 and 31 August 2007 1,743
Provisions
At 1 September 2006 and 31 August 2007 (1,743)

Net book value

At 1 September 2006 and 31 August 2007
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15 STtocks
Group
31 August 2007 31 August 2006
£000 £000
Raw materials and consumables 1,757 2,221
Finished goods and goods for resale 8,733 7,615
10,490 9,836
16 DEBTORS
Group Company
Restated * Restated *
31 August 2007 31 August 2006 31 August 2007 31 August 2006
£000 £000 £000 £000
Trade debtors 9,291 8,282 - -
Amounts owed by subsidiary undertakings - - 24,871 24,098
Deferred taxation (Note 8) 291 291 108 114
Other debtors 32 145 - -
Consideration receivable 400 - - -
Prepayments and accrued income 1,707 1,275 30 29
11,721 9,993 25,009 24,241
* Note 1
All amounts are due for payment within one year.
17 CREDITORS
Group Company
31 August 2007 31 August 2006 31 August 2007 31 August 2006
£000 £000 £000 £000
Amounts falling due within one year
Trade creditors 5,737 3,995 - -
Amounts owed to subsidiary undertakings - - 63 93
Corporate taxation 1,146 916 - -
Other taxes and social security 859 655 95 51
Other creditors 201 138 123 61
Accruals and deferred income 3,615 2,871 585 269
Deferred acquisition payments (Note 20) 4,302 4,972 - -
15,860 13,547 866 474
Amounts falling due after more than one year
Deferred acquisition payments - 127 - -
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18 BORROWINGS

Group Company

31 August 2007 31 August 2006 31 August 2007 31 August 2006
£000 £000 £000 £000

Short-term
Bank loans 688 688 688 688
Overdrafts - 852 826 113
Finance leases 26 70 - -
714 1,610 1,514 801

Long-term
Bank loans 3,082 3,767 3,082 3,767
3,082 3,767 3,082 3,767

Long-term borrowings are repayable in six monthly instalments. They are scheduled for repayment as follows:

Group Company
31 August 2007 31 August 2006 31 August 2007 31 August 2006
£000 £000 £000 £000
Between one and two years 688 688 688 688
Between two and five years 2,394 2,601 2,394 2,601
Over five years - 478 - 478
3,082 3,767 3,082 3,767

The bank loans and overdrafts are secured by a fixed and floating charge over the Group’s assets.
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19 FINANCIAL INSTRUMENTS
Details of the Group'’s treasury policy are set out in the Finance Director’s Review on pages 13 to 19.

The Group's financial instruments comprise cash, bank borrowings, finance leases and various items such as trade
debtors and creditors that arise directly from its operations. The main purpose of these financial instruments is
to raise finance for the Group’s operations.

At 31 August 2007, the Group had undrawn bank overdraft facilities of £8.0 million (31 August 2006:

£7.1 million). In addition, the Group had not drawn down any of the £6.5 million revolving credit facility. The
£8.0 million committed overdraft facility is in place until 3 February 2011. The £6.5 million revolving credit
facility is subject to annual renewal. The next renewal date is 3 February 2008.

At 31 August 2007, the Group had undrawn bank guarantee facilities of £62,000 (31 August 2006: £200,000).

(A) INTEREST RATE AND CURRENCY OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

The Group's floating rate financial liabilities of £2.9 million (31 August 2006: £5.1 million) comprise a loan and
overdrafts net of cash held on current account. Interest is charged on the loan and overdrafts at an unhedged
variable rate based upon bank base rates.

At 31 August 2007, the Group had £3.8 million (31 August 2006: £4.5 million) of bank loans, which were
denominated in sterling. The interest rate at 31 August 2007 was 7% being the base rate of 5.75% plus the

bank’s margin.

(8) CURRENCY EXPOSURE
The Group's currency exposure, i.e. those exposures arising from transactions, the net currency gains and losses
of which will be recognised in the Consolidated Profit and Loss Account, is shown below:

Net foreign currency
monetary assets/(liabilities)

Functional currency of Group operations us$ Euros Total
At 31 August 2007 £000 £000 £000
Sterling (43) 365 322

Net foreign currency
monetary assets/(liabilities)

Functional currency of Group operations us$ Euros Total
At 31 August 2006 £000 £000 £000
Sterling 349 103 452

These exposures comprise the monetary assets of the Group, which are not denominated in the operating or

“functional” currency of the operating unit involved.
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(c) FAIR VALUES OF FINANCIAL INSTRUMENTS

Set out below is a year end comparison of the book and current values of the Group’s financial instruments by
category. Where available, the market rates have been used to determine current values. Where market rates are

not available, current values have been calculated by discounting cash flows at prevailing interest rates and

exchange rates.

31 August 2007 31 August 2006
Book value Current value Book value Current value
£000 £000 £000 £000
Cash 892 892 186 186
Short-term debt (714) (714) (1,610) (1,610)
Long-term debt (3,082) (3,082) (3,767) (3,767)

(D) HEDGES

As explained in the Finance Director’s Review on pages 13 to 19, the Group's policy is to consider and, where
appropriate, use hedges to manage interest rate risk and forward foreign currency contracts for foreign currency

liabilities to manage currency risk.

At 31 August 2007, there were no interest rate hedging arrangements in place in respect of the Group’s

borrowings.

At 31 August 2007, the Group had £5,577,000 outstanding forward foreign currency contracts (31 August 2006:
£4,820,000). As a result, there are £99,000 of unrecognised losses (31 August 2006: Losses of £42,000) in respect

of these contracts at the year end. These are expected to be realised before 31 August 2008.
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20 ACQUISITIONS
(A) AupicAa LiIMITED (“AuUDICA”)

In September 2006, the Group acquired 25% of the equity of Audica.

£000
25% of net liabilities at time of investment (4)
Cash consideration paid 325
Acquisition costs 47
372
Premium on net assets 376

(B) ALPHASON DESIGNS LIMITED (“ALPHASON™)
Last year, the Group acquired the entire ordinary share capital of Alphason. The agreement allowed for a
maximum deferred consideration of £10.75 million, which was dependent upon the operating profit of

Alphason in the first two years immediately following acquisition.

In the first year, deferred consideration was payable if the company’s operating profit exceeded £1.5 million,
up to a maximum of £10 million should the company’s operating profit equal or exceed £3.5 million. The first
year's deferred consideration of £4.2 million was agreed after 31 August 2007 and was settled by the issue of
loan notes in October 2007. The goodwill relating to Alphason has been adjusted accordingly in Note 11.

Additional deferred consideration of £750,000 may be payable in respect of the second year if the company’s
operating profit equals or exceeds £3.0 million. No provision has been made in these financial statements for the
second year contingent deferred consideration.
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21 DISCONTINUED OPERATIONS
In August 2007, the Group sold the entire ordinary share capital of Armour Custom Services Limited and
The Hi-End Limited, which together formed the custom installation services business segment within

Armour Home. The loss on disposal has been calculated as follows:

£000
Fixed assets 463
Stocks 547
Debtors 600
Creditors (183)

1,427

Sale proceeds 400
Cost of sale (30)
Provision for onerous lease (120)

250
Loss before goodwill 1,177
Goodwill written off (Note 11) 1,534
Loss on disposal 2,711

22 SHARE-BASED PAYMENTS
The Company and Group operate four equity settled share-based remuneration schemes being:

e The 1999 Unapproved Executive Share Option Scheme;

e The 1999 Approved Executive Share Option Scheme;

e The Enterprise Management Incentive Share Option Plan; and

e The 1998 Share Save Scheme.

Options granted under the 1999 Unapproved Executive Share Option Scheme, 1999 Approved Executive

Share Option Scheme and Enterprise Management Incentive Share Option Plan are subject to performance criteria
relating to the growth in earnings per ordinary share or growth in the average ordinary share price. These criteria
were approved by the shareholders at the Annual General Meeting held on 3 December 2002. In addition, the
options lapse if the employee leaves within the service period required following the date of grant (either two or
three years).

All United Kingdom employees are eligible to participate in invitations made under the 1998 Share Save Scheme,
the only vesting condition being that the employees remain employed in the Group (unless made redundant)

over the savings period, which is three years.
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22 SHARE-BASED PAYMENTS CONTINUED

Weighted Weighted

average average

exercise price exercise price
p Number p Number
Group and Company 2007 2007 2006 2006
Outstanding at the start of the year 411 4,911,621 37.0 4,874,233
Granted during the year 455 590,000 56.5 775,000
Exercised during the year 33.0 (71,000) 21.2 (569,700)
Lapsed during the year 63.3 (169,909) 58.1 (167,912)
Outstanding at the year end 41.0 5,260,712 411 4,911,621

The exercise price of options outstanding at the year end ranged between 20p and 73.5p (31 August 2006:
20p - 73.5p) and the weighted average remaining contractual life was 6.5 years (31 August 2006: 6.9 years).

Of the total number of options outstanding at the year end, 3,585,712 (31 August 2006: 3,453,241) had vested

and were exercisable.

The weighted average ordinary share price (at the date of exercise) of options exercised during the year was 46.4p
(31 August 2006: 52.4p).

The weighted average fair value of each option granted during the year was 16.6p (31 August 2006: 20.7p).

The following information is relevant in the determination of the fair value of options granted during the year:

Group and Company 2007 2006
Option pricing model used Black-Scholes Black-Scholes
Weighted average ordinary share price at grant (p) 455 56.5
Weighted average exercise price (p) 455 56.5
Weighted average contractual life (years) 5.0 5.0
Expected volatility (%) 35 35
Expected dividend expressed as yield (%) 1.20 0.85
Risk-free interest rate (%) 4.50 4.05

The volatility assumption is based upon the historical volatility of the Group’s ordinary share price over the previous
three years.

The Group recognised a total expense of £121,000 (31 August 2006: £103,000) in respect of equity settled
share-based payments in the year. The Company recognised an expense of £4,000 (31 August 2006: £6,000) in
respect of equity settled share-based payments in the year.
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23 CALLED Ur ORDINARY SHARE CAPITAL

Ordinary shares of 10p each

Allotted, called up

Authorised and fully paid
Number £000 Number £000
At 1 September 2006 100,000,000 10,000 68,409,067 6,841
Increase 50,000,000 5,000 - -
Options exercised during the year - - 71,000 7
At 31 August 2007 150,000,000 15,000 68,480,067 6,848

The increase in the authorised share capital of the Company was passed by shareholders at the Annual General
Meeting on 12 December 2006.

At 31 August 2007, the following options were outstanding in respect of the ordinary shares:

1999 UNAPPROVED EXECUTIVE SHARE OPTION SCHEME

Date of Exercise Exercise
grant Number price period
p
10 May 2000 300,000 20.0 10 May 2002 — 9 May 2012
24 July 2003 550,000 34.5 24 July 2004 — 23 July 2013
7 February 2004 73,241 71.0 7 February 2006 - 6 February 2014
14 November 2005 725,000 56.5 14 November 2008 — 13 November 2015
12 December 2006 250,000 455 12 December 2009 — 11 December 2016
1,898,241
1999 APPROVED EXECUTIVE SHARE OPTION SCHEME
Date of Exercise Exercise
grant Number price period
p
7 February 2004 126,759 71.0 7 February 2007 — 6 February 2014
14 November 2005 50,000 56.5 14 November 2008 — 13 November 2015
12 December 2006 340,000 455 12 December 2009 — 11 December 2016
516,759
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23 CALLED Ur ORDINARY SHARE CAPITAL CONTINUED

ENTERPRISE MANAGEMENT INCENTIVE SHARE OPTION PLAN

Date of Exercise Exercise
grant Number price period
p
5 December 2002 100,000 20.0 5 December 2003 — 4 December 2012
21 January 2003 1,500,000 20.0 21 January 2004 - 20 January 2013
24 July 2003 325,000 34.5 24 July 2004 - 23 July 2013
19 August 2004 605,000 65.5 19 August 2005 - 18 August 2014
11 March 2005 310,000 73.5 11 March 2008 — 10 March 2015
2,840,000

The outstanding options above are subject to performance criteria relating to growth in earnings per ordinary
share or growth in the average share price. These criteria were approved by the shareholders at the Annual
General Meeting held on 3 December 2002.

1998 SHARE SAVE SCHEME

Date of Exercise Exercise

grant Number price period
p

16 April 2004 5,712 66.0 1 June 2007 — 30 November 2007

24 RESERVES

Share Share Profit

Other trust premium and Loss

reserves reserve account Account

Group £000 £000 £000 £000
At 1 September 2006 871 (200) 8,496 10,494
Prior year adjustment (Note 1) - - - 56
At 1 September 2006 as restated 871 (200) 8,496 10,550
New share capital subscribed - - 17 -

Loss for the year - - - (866)

Dividend paid (Note 9) - - - (371)
Share-based payments - - - 121

Exchange differences - - - (7)
At 31 August 2007 871 (200) 8,513 9,427
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Share Share Profit

trust premium and Loss

reserve account Account

Company £000 £000 £000
At 1 September 2006 (200) 8,496 3,937
Prior year adjustment (Note 1) - - 177
At 1 September 2006 as restated (200) 8,496 4,114
New share capital subscribed - 17 -
Profit for the year - - 592

Dividend paid (Note 9) - - (371)
Share-based payments - - 121
At 31 August 2007 (200) 8,513 4,456

The trustees of the Armour Employees’ Share Trust, a discretionary settlement established for the benefit of the
employees of the Company and Group subsidiary undertakings and which was approved at the Company’s 1999
Annual General Meeting, hold 966,000 of the Company’s ordinary shares. The cost of the Company’s ordinary
shares held by the Trust are shown in the share trust reserve and constitute a reduction in shareholders’ funds.
At 31 August 2007, the market value of the ordinary shares was £415,000 (31 August 2006: £319,000).

25 RECONCILIATIONS OF MOVEMENTS IN SHAREHOLDERS’ FUNDS

Group Company

31 August 2007 31 August 2006 31 August 2007 31 August 2006

£000 £000 £000 £000

Opening shareholders’ funds as previously reported 26,502 18,819 19,074 12,536
Prior year adjustment (Note 1) 56 25 177 78
Opening shareholders’ funds restated 26,558 18,844 19,251 12,614
(Loss)/profit for the year (866) 1,486 592 836
Dividend paid (Note 9) (371) (296) (371) (296)
(Loss)/profit for the year retained (1,237) 1,190 221 540
New share capital subscribed 24 6,120 24 6,120
New share capital issue costs - (228) - (228)
Ordinary shares issued as consideration for acquisition - 529 - 102
Share-based payments 121 103 121 103

Currency translation differences on

foreign currency investments (7) - - -
Net movement in shareholders’ funds (1,099) 7,714 366 6,637
Closing shareholders’ funds 25,459 26,558 19,617 19,251
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26 GrRouprP CASH FLOW STATEMENT

(A) RECONCILIATION OF OPERATING PROFIT TO NET CASH INFLOW FROM OPERATING ACTIVITIES

31 August 2007 31 August 2006

£000 £000
Operating profit 3,758 2,687
Depreciation and other amounts written off tangible fixed assets 784 760
Amortisation of goodwill 1,259 1,102
Share-based payments 121 103
Increase in stocks (1,201) (724)
Increase in debtors (1,926) (173)
Increase/(decrease) in creditors 2,549 (737)
Loss on disposal of tangible fixed assets 9 14
Net cash inflow from operating activities 5,353 3,032

(B) CASH FLOws RELATING TO THE DISCONTINUED OPERATIONS

31 August 2007

£000
Cash flow from operating activities (115)
Corporate taxation paid 2)
Capital expenditure and financial investment (54)
Net cash outflow from discontinued operations (171)

(c) ReconciLIATION OF NET CASH FLow To MOVEMENT IN NET DEBT

31 August 2007 31 August 2006

£000 £000
Increase in cash 1,566 1,204
New bank loans - (5,000)
Repayment of bank loans 720 3,483
Cash outflow from finance leases 44 56
Change in net debt resulting from cash flows 2,330 (257)
New finance leases - (114)
Bank loan arrangement costs - 150
Bank loan arrangement costs expensed (35) 31)
Exchange adjustments (8) -
Movement in net debt in the year 2,287 (252)
Opening net debt (5,191) (4,939)
Closing net debt (2,904) (5,191)
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(D) ANALYSIS OF NET DEBT MOVEMENT

Other
non-cash
31 August 2006 Cash flow changes Exchange 31 August 2007
£000 £000 £000 £000 £000
Cash 186 714 - 8) 892
Overdraft (852) 852 - - -
(666) 1,566 - (8) 892
Short-term debt (688) 720 (720) - (688)
Long-term debt (3,767) - 685 - (3,082)
Finance leases (70) 44 - - (26)
(5,191) 2,330 (35) 8 (2,904)
27 OPERATING LEASE OBLIGATIONS
Annual commitments under operating leases with expiry dates are as follows:
Group Company
31 August 2007 31 August 2006 31 August 2007 31 August 2006
£000 £000 £000 £000
Land and buildings:
Within one year 101 47 - -
Second to fifth years inclusive 310 323 40 40
More than five years 455 559 - -
866 929 40 40
Other:
Within one year 13 5 3 3
Second to fifth years inclusive 100 66 - -
More than five years 5 - - .
118 71 3 3
984 1,000 43 43

28 GUARANTEES, CONTINGENT LiIABILITIES AND CAPITAL COMMITMENTS

The Company has guaranteed certain overdrafts, loans and credit facilities of its subsidiary undertakings. At
31 August 2007, the Company had contingent liabilities under these guarantees of £1,641,000 (31 August 2006:
£2,440,000).

At 31 August 2007, the Group's subsidiary undertakings had contingent liabilities in respect of outstanding
documentary credits amounting to £701,000 (31 August 2006: £1,786,000).

At 31 August 2007, the Group had £29,000 (31 August 2006: £64,000) capital commitments. At the same date,
the Company had £Nil (31 August 2006: £Nil) capital commitments.
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Notice is hereby given that the Annual General Meeting of Armour Group plc will be held at the offices of
Arnold & Porter (UK) LLP, Tower 42, 25 Old Broad Street, London EC2N 1HQ on 11 December 2007 at 12.00 noon
for the following purposes:

ORDINARY BUSINESS
1 To receive and consider the Annual Report and audited financial statements for the year ended
31 August 2007, the Directors’ Report and the Auditors’ Report on those financial statements.

2 To re-appoint BDO Stoy Hayward LLP as Auditors to hold office from the conclusion of this Meeting until
the conclusion of the next general meeting of the Company at which financial statements are laid and to

authorise the Directors to determine their remuneration.
3 To re-appoint George Dexter as a Director.
4 To declare a dividend of 0.65p per ordinary share.

SPECIAL BUSINESS
5 To consider the following resolution, which will be proposed as a Special Resolution:

That in substitution for all existing authorities, the Directors be and are hereby empowered pursuant to
Section 95 of the Companies Act 1985 (“Act”) to allot equity securities (within the meaning of Section 94(2)
of the Act) wholly for cash pursuant to the authority conferred by an Ordinary Resolution passed on

9 December 2005 as if Section 89(1) of the Act did not apply to any such allotment, provided that this
power shall be limited to the allotment of equity securities:

(A) In connection with an offer of such securities by way of rights issue or other offering in favour of the
holders of ordinary shares in proportion (as nearly as may be practicable) to their respective holdings
of such shares, but subject to such exclusions or other arrangements as the Directors may deem
necessary or expedient in relation to fractional entitlements or any legal or practical problems under
the laws of any territory, or the requirements of any regulatory body or stock exchange; and

(8) Otherwise than pursuant to paragraph (A) above up to an aggregate nominal amount of £1,600,000
representing 23% of the issued ordinary share capital of the Company

and shall expire 15 months after the date of the passing of this Resolution or at the conclusion of the next
annual general meeting of the Company following the passing of this Resolution, whichever first occurs,
save that the Company may, before such expiry make an offer or agreement which would or might require
equity securities to be allotted after such expiry and the Directors may allot equity securities in pursuance
of any such offer or agreement notwithstanding that the power conferred by this Resolution has expired.
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6 To consider the following resolution, which will be proposed as a Special Resolution:

That:

(A) In accordance with Article 52 of its Articles of Association and Chapter VII of the Act and subject to
paragraph (B) of this Resolution, the Company be and hereby is granted general and unconditional
authority (pursuant to Section 166 of the Act) to make market purchases (as defined in Section 163 of
the Act) of its own ordinary shares on such terms and in such manner as the Board may from time to
time determine; and

(8) The authority conferred by paragraph (a) of this Resolution shall:

(i) Expire on the date of the next annual general meeting of the Company;

(ii) Be limited to the purchase of a maximum 10,272,010 ordinary shares representing 15% of the
issued ordinary share capital of the Company;

(iii) Not permit the payment per ordinary share of more than 5% above the average of the middle
market quotations for an ordinary share derived from the London Stock Exchange Daily Official
List for the five business days immediately preceding the day on which any purchase by the
Company of ordinary shares is made or less than 10p exclusive of any applicable Corporation Tax
payable by the Company;

(iv) Before expiry entitle the Company to enter into any contract for the purchase of ordinary shares
which might be executed and completed wholly or partly after its expiry; and

(v) Only be capable of variation, revocation or renewal by the Company in general meeting.

By order of the Board
JOHN HARRIS
Company Secretary

6 November 2007
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NoOTES

1

A shareholder entitled to attend and vote at the Meeting is also entitled to appoint one or more proxies

to attend and, on a poll, vote instead of him/her. The proxy need not be a shareholder of the Company.

To be effective, the instrument appointing a proxy and any authority under which it is executed (or a
notarially certified copy of such authority) must be deposited at the offices of Capita Registrars,

The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU not less than two business days before the
time for holding the Meeting. Completion and return of the Form of Proxy will not preclude shareholders

from attending and voting in person at the Meeting.

Pursuant to Regulation 34 of the Uncertificated Securities Regulations 1995, the time by which a person
must be entered on the Register of Members in order to have the right to attend and vote at the Meeting
is close of business on 9 December 2007 or, if the Meeting is adjourned, such time being not more than

48 hours prior to the time fixed for the adjourned meeting. Changes to entries on the Register of Members

after that time will be disregarded in determining the right of any person to attend or vote at the Meeting.

The register of interests of the Directors and their families in the issued ordinary share capital of the
Company and copies of all Directors’ service contracts will be available for inspections at the registered
office of the Company during usual business hours (Saturdays, Sundays and public holidays excepted) from
the date of this Notice until the conclusion of the Meeting.

DESIGNED AND PRODUCED BY BIRNHAK WILLIAMS
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ForRM OF PROXY

I/We (name in full)

of

being (a) shareholder/(s) of Armour Group plc hereby appoint the Chairman of the Meeting or

as my/our proxy to vote for me/us and on my/our behalf at the Annual General Meeting of the Company
to be held at the offices of Arnold & Porter (UK) LLP, Tower 42, 25 Old Broad Street, London EC2N 1HQ on
11 December 2007 at 12 noon.

Please indicate with an “X" in the space below how you wish your vote to be cast. In the absence of any specific
direction, and on any other resolution or motion put to the Meeting, the proxy will, on a poll, vote or abstain as
the proxy thinks fit.

RESOLUTIONS For AGAINST

1 To receive the Annual Report and audited financial statements for the
year ended 31 August 2007.

2 To re-appoint BDO Stoy Hayward LLP as Auditors.

3 To re-appoint George Dexter as a Director.

4 To declare a dividend.

5 To disapply Section 89 of the Companies Act 1985.

6 To authorise the Company to purchase its own ordinary shares.
Signature(s) Date 2007
NOTES

1 To be valid, this Form of Proxy, duly completed, must be deposited with the Company’s Registrars, at the

address overleaf, not less than two business days before the time appointed for the Meeting.

In the case of joint holders, only one signature is required.

In the case of a corporation, this Form of Proxy must be executed under its common seal or signed on its
behalf by an attorney or officer duly authorised.

4 Any alteration made to this Form of Proxy must be initialled.

Completion and return of a Form of Proxy will not preclude shareholders from attending and voting in
person should they subsequently decide to do so.

6 Any shareholder entitled to attend and vote at the above Meeting may appoint one or more proxies of
his/her own choice to attend and, on a poll, to vote instead of him/her. A proxy need not be a shareholder
of the Company. A shareholder completing a Form of Proxy will not thereby be precluded from attending
in person instead of by proxy.
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