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COFFEE REPUBLIC PLC

Chairman’s statement

Introduction

The results for the year are in line with expectations with a further narrowing of losses as the restructuring and the
development of the deli concept continue to deliver benefits. We have also made some important strategic decisions
relating to the roll out of the deli concept, and have concluded that franchising of the deli concept offers us the best
means by which to restore profitability and grow the business.

Final Results

Sales for the year fell as expected by 20.1% to £17.6 million (2004: £22.0 million) following the planned closure of
non-core bars. Like-for-like sales remained stable in the second half of the year to deliver a marginally positive full
year result. This compares favourably to the negative like-for-like performances experienced over the last few years.
Whilst the delis performed strongly there was also an improvement in the performance of coffee bars.

The operating loss narrowed to £1.1 million (2004: £1.6 million) as a result of an improvement in the gross margin
percentage following cost of goods reductions and tight control of central costs. The net loss narrowed to £1.4 million
(2004: £1.7 million).

Current Trading

Trading for the current year started brightly with a positive like-for-like performance through the first quarter to the end
of June. However, there has been a marked softening in the like-for-like performance since the beginning of July, with
Central London bars being affected more severely than the rest of the estate.

Cashflow and Financing

The cash outflow from operating activities improved to £0.7 million (2004: £0.8 million) due to the better trading
performance, with net debt ending the year at £2.8 million (2004: £2.5 million). The operating cash flow has been
improving for the past few years, and the company’s bankers, Barclays Bank, continue to support the company and its
strategy.

Strategy and Outlook

The operational strategy remains unchanged, namely the roll out of the deli concept. As noted earlier a decision has
been made to use franchising to facilitate this.

The conversion of Heathrow, Terminal 4 to the deli concept resulted in the fulfilment of our plan to convert a
representative number of sites to the deli concept. The performance of the delis has continued to demonstrate the
positive effects of conversion delivering sales increases in excess of 20%.

Throughout this time we have been considering both the optimal operational structure for the delis and how to fund the
roll out programme. It was clear that with the Company’s subdued share price and the uncertain nature of pursuing an
equity fundraising in the current market this was not a workable option. Franchising, however, generates the funds to
convert the estate into delis and delivers the operational benefits of having local ‘owner-operator’ franchise partners
who are ideally suited to the labour intensive model of preparing and serving fresh food.

The estate has been split into two groups, those bars most suited to franchising and those to be retained. We will always
retain 10 to 15 bars as Coffee Republic ‘owned and operated’ bars to enable us to test new ideas and remain close to the
operation of the business. Those bars that are suitable for franchising will be offered to franchisees and we anticipate
installing franchisees in these locations over the next two years.

We began formulating our franchise strategy in March, developing the in-house operational processes and legal
framework, and started generating interest with prospective franchisees. All of the infrastructure work is now complete
and our first franchisee is scheduled to open shortly.

Whilst the initial focus has been on franchising existing bars the infrastructure that has been created will equally
support the opening of new sites. In time, therefore, this will enable Coffee Republic to begin expanding its presence
across the UK, a significant position for Coffee Republic to reach after a number of years of contraction.
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COFFEE REPUBLIC PLC

Chairman’s statement (continued)

The deli model itself will continue to evolve, keeping the offer contemporary and ensuring differentiation from our
competitors. The estate now comprises 46 bars as a result of the disposal of 3 bars since the Interim Report. Overhead
costs have been reduced further and on an annualised basis overhead costs are now less than 50% of the level they were
two years ago.

The results demonstrate the improvement in the operational performance of the business as a result of the restructuring
and the introduction of the deli concept. This has created the platform for the final phase of Coffee Republic’s
turnaround, namely franchising as a way of facilitating the roll out of the deli concept.

Bobby Hashemi

Chairman

27 September 2005
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COFFEE REPUBLIC PLC

Biography of Directors

Bobby Hashemi

Bobby (aged 41) Executive Chairman and co-founder of the Group joined as Managing Director in October 1997.
Bobby stepped down as Chief Executive in April 2001 returning as Executive Chairman in April 2002. Prior to
establishing Coffee Republic, Bobby worked in mergers and acquisitions for Lehman Brothers, an investment bank in
New York.

Nicholas Jeffrey

Nicholas (aged 63) continued as the Non-executive Director having been appointed in February 1998. He is also
Chairman of the Audit and Remuneration Committees. Nicholas was Chief Executive and then Chairman of the
furniture retail chain Cantors plc before its merger with Harveys Furnishings plc. After Harveys was sold to Homestyle
Furnishing plc, Nicholas retired as a Non-executive Director. He is also a Non-executive Director of Mountain
Warehouse Ltd and FMG plc. Nicholas contributes valuable knowledge of the retailing industry.

Simon Drysdale

Simon (aged 38) joined the Group as Finance Director in August 2003. He spent 12 years with Ernst & Young before
joining NeuVoice Limited, a technology company, as Chief Financial Officer in May 2000. Simon is responsible for
all aspects of finance in the group and leasehold property.
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COFFEE REPUBLIC PLC

Directors’ Report on Remuneration (continued)

Directors’ interests in share options

Options to subscribe for ordinary shares of 0.1p each in the Company were held by the following Directors during the
year:

29 March
2004 Granted Exercised Cancelled

27 March
2005

Exercise
price

Date of
grant

Earliest
exercise

date

Latest
exercise

date
B Hashemi 2,755,760 – – (2,755,760) – 12.00p 22.10.99 – –
B Hashemi 1,181,040 – – (1,181,040) – 21.00p 22.10.99 – –
B Hashemi – 15,000,000 – – 15,000,000 1.25p 7.05.04 7.05.07 6.05.14
B Hashemi – 7,500,000 – – 7,500,000 1.00p 7.03.05 7.03.08 6.03.15
S Drysdale – 4,250,000 – – 4,250,000 1.25p 7.05.04 7.05.07 6.05.14
S Drysdale – 3,000,000 – – 3,000,000 1.00p 7.03.05 7.03.08 6.03.15

The market price of the Company’s ordinary shares on 27 March 2005 was 0.79p and the range during the year then
ended was 0.6p to 1.21p.

This report does not constitute the Directors’ Remuneration Report in accordance with the Directors’ Remuneration
Report Regulations 2002, which do not apply to the company as it is not fully listed.
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COFFEE REPUBLIC PLC

Independent auditors’ report to the shareholders of Coffee Republic PLC

We have audited the financial statements of Coffee Republic PLC for the year ended 27 March 2005 on pages 13 to 27,
which have been prepared under the accounting policies set out on pages 18 to 19.

Respective responsibilities of directors and auditors

The Directors’ responsibilities for preparing the annual report and the financial statements in accordance with
applicable law and United Kingdom Accounting Standards are set out in the Statement of Directors’ Responsibilities
on page 9.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements
and United Kingdom Auditing Standards.

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 if, in our
opinion, the Directors’ Report is not consistent with the financial statements, if 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 transactions with the Company and other members
of the Group is not disclosed.

We read other information contained in the annual report and consider whether it is consistent with the audited
financial statements. This other information comprises only the Directors’ Report, Directors’ Remuneration Report
and the Chairman’s Statement. 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 audit opinion

We conducted our audit in accordance with United Kingdom Auditing Standards 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
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 financial statements give a true and fair view of the state of affairs of the Group and the Company at
27 March 2005 and of the loss of the Group for the year then ended and have been properly prepared in accordance with
the Companies Act 1985.

BDO Stoy Hayward LLP

Chartered Accountants and Registered Auditors

London

27 September 2005
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COFFEE REPUBLIC PLC

Consolidated Profit and Loss Account
for the year ended 27 March 2005

2005 2004
Note £000 £000

Turnover 2 17,553 21,970
Cost of sales (18,134) (22,723)

Gross loss (581) (753)
Administrative expenses (542) (823)

Operating loss 3 (1,123) (1,576)
Exceptional Items – profit/(loss) on disposal of fixed assets 4 (103) 5

Loss on ordinary activities (1,226) (1,571)
Interest receivable 12 10
Interest payable and similar charges 6 (182) (187)

Loss on ordinary activities before and after taxation (1,396) (1,748)

Loss per ordinary share:
Basic and Diluted 8 (0.33p) (0.60p)

All recognised gains and losses are included in the profit and loss account.

All amounts relate to continuing operations.

The notes on pages 18 to 27 form part of these financial statements.
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COFFEE REPUBLIC PLC

Reconciliation of Movements in Shareholders’ Funds
for the year ended 27 March 2005

2005 2004
£000 £000

Loss on ordinary activities before and after taxation (1,396) (1,748)
Preliminary share issue expenses – (25)
New share capital subscribed (net of expenses) – 1,724

Net reduction in shareholders’ funds (1,396) (49)
Opening shareholders’ funds 2,568 2,617

Closing shareholders’ funds 1,172 2,568

The notes on pages 18 to 27 form part of these financial statements.
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COFFEE REPUBLIC PLC

Consolidated Balance Sheet
at 27 March 2005

2005 2004
Note £000 £000 £000 £000

Fixed assets
Intangible assets 10 157 181
Tangible assets 11 5,839 7,630

Current assets
Stocks 98 105
Debtors 13 1,327 1,468
Cash at bank and in hand 58 523

1,483 2,096
Creditors: amounts falling due within one year 14 (3,535) (3,938)

Net current liabilities (2,052) (1,842)

Total assets less current liabilities 3,944 5,969

Creditors: amounts falling due after more
than one year 15 (2,217) (2,528)

Provision for liabilities and charges 16 (555) (873)

Net assets 1,172 2,568

Capital and reserves
Called up share capital 17 428 428
Share premium account 18 3,888 3,888
Profit and loss account 18 (3,144) (1,748)

Shareholders’ funds – equity 1,172 2,568

The financial statements were approved by the Board on 27 September 2005 and were signed on its behalf by:

Bobby Hashemi

Executive Chairman

The notes on pages 18 to 27 form part of these financial statements.
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COFFEE REPUBLIC PLC

Company Balance Sheet
at 27 March 2005

2005 2004
Note £000 £000

Fixed assets
Investments 12 1,010 2,406

Current assets
Debtors 13 162 162

Net assets 1,172 2,568

Capital and reserves
Called up share capital 17 428 428
Share premium account 18 3,888 3,888
Profit and loss account 18 (3,144) (1,748)

Shareholders’ funds – equity 1,172 2,568

The financial statements were approved by the Board on 27 September 2005 and were signed on its behalf by:

Bobby Hashemi

Executive Chairman

The notes on pages 18 to 27 form part of these financial statements.
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COFFEE REPUBLIC PLC

Consolidated Cash flow Statement
for the year ended 27 March 2005

2005 2004
Note £000 £000

Net cash outflow from operating activities 19 (740) (841)
Returns on investments and servicing of finance 20 (170) (177)
Capital expenditure 20 559 354

Cash outflow before liquid resources and financing (351) (664)
Financing 20 (641) 1,667

(Decrease)/increase in cash in the period (992) 1,003

2005 2004
Note £000 £000

Reconciliation of net cash flow to movement in net funds
(Decrease)/increase in cash in the period (992) 1,003
Cash outflow from decrease in debt and lease financing 641 32

Movement in net funds in the year (351) 1,035
Opening net debt (2,486) (3,521)

Closing net debt 21 (2,837) (2,486)

The notes on pages 18 to 27 form part of these financial statements.
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COFFEE REPUBLIC PLC

Notes forming part of the Financial Statements
for the year ended 27 March 2005

1. Accounting policies

The financial statements have been prepared under the historical cost convention and are in accordance with applicable
accounting standards. The year to 27 March 2005 represents 52 trading weeks. The following principal accounting
policies have been applied:

Basis of preparation

The financial statements have been prepared on the going concern basis. As referred to in the Chairman’s Statement,
the Group is about to commence the roll out of its franchise programme. The continued support of the Group’s bank has
been provided on the basis that this franchise programme will be successful. It is the Directors’ opinion that the
programme will be rolled out at the anticipated rate and consequently the bank’s support will enable the Group to
continue to trade as a going concern.

Basis of consolidation

The consolidated accounts incorporate the financial statements of Coffee Republic PLC and its subsidiary
undertakings. The Group uses the acquisition method of accounting to consolidate the results of subsidiary
undertakings. The results of subsidiary undertakings are included from the date of acquisition.

Goodwill

Goodwill arising on an acquisition of a subsidiary undertaking is the difference between the fair value of the
consideration paid and the fair value of the assets and liabilities acquired. It is capitalised and amortised through the
profit and loss account over the Directors’ estimate of its useful economic life of 10 years. Impairment tests on the
carrying value of goodwill are undertaken:

� At the end of the first full financial year following acquisition;

� In other periods if events or changes in circumstances indicate that the carrying value may not be recoverable.

Goodwill arising on acquisitions prior to 1 April 1998 remains eliminated against reserves and has not been re-instated.
For the year ended 27 March 2005 this amounted to £1,454,000 (2004: £1,454,000).

Turnover

Turnover from continuing operations represents sales to outside customers, less value added tax.

Depreciation

Depreciation is provided to write off the cost, less estimated residual values, of all fixed assets evenly over their
expected useful lives. It is calculated at the following rates:

Short term leasehold improvements – over the period of the lease, on a straight line basis
Fixtures, fittings and equipment – over five years, on a straight line basis
Motor vehicles – over five years, on a straight line basis

The carrying values of tangible fixed assets are reviewed for impairment if events or changes in circumstances indicate
that the carrying value may not be recoverable. Any impairment in the value of fixed assets below depreciated
historical cost is charged to the profit and loss account. Profit and losses on disposal of fixed assets reflect the difference
between net selling price and net book value at the date of disposal.

Onerous leases

Where the unavoidable costs of a lease exceed the economic benefit expected to be received from it, a provision is
made for the present obligations under the lease.
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COFFEE REPUBLIC PLC

Notes forming part of the Financial Statements (continued)
for the year ended 27 March 2005

Stocks

Stocks are stated at the lower of cost and net realisable value. Cost is based on the costs of purchase on a first in, first out
basis. Net realisable value is based on estimated selling price less costs of disposal.

Leased assets

Assets held under finance leases are treated as if they had been purchased. The present value of the minimum lease
payments during the lease term is capitalised as a tangible asset and the corresponding leasing commitment is included
as a liability. Rentals payable are apportioned between interest, which is charged to the profit and loss account and
capital, which reduces the outstanding commitment. All other leases are treated as operating leases. Their annual
rentals are charged to the profit and loss account over the period to which they relate.

Treasury policy

All supplier contracts are in sterling and as a result the Group has no exposure to foreign currency fluctuations. The
Group’s suppliers absorb any risk of currency movements. All treasury risks are reported to the Board by the Finance
Director for consideration.

The Group holds financial instruments to finance its operations and to manage the related financial risks. In addition,
various financial instruments such as trade debtors and creditors arise directly from the Group’s operations.

Deferred taxation

Deferred tax balances are recognised in respect of all timing differences that have originated but not reversed by the
balance sheet date except that the recognition of deferred tax assets is limited to the extent that the company anticipates
making sufficient taxable profits in the next financial year to absorb the reversal of the underlying timing differences.
Deferred Tax balances are not discounted.

2. Turnover

The turnover and loss before taxation are attributable to the principal activities of the Group and arise wholly within the
United Kingdom.

3. Operating result

2005 2004
£000 £000

The operating result is stated after charging/(crediting):
Amortisation of goodwill 24 24
Depreciation – owned assets 1,232 1,397

leased assets 3 56
Operating leases – plant and machinery 30 30

other 3,717 4,831
Auditors’ remuneration – audit (Company: £5,500 (2004: £5,500)) 38 38

non audit 9 16
Exceptional item – VAT refund (166) –

The VAT refund relates to a successful application for a change in VAT rates applied to certain products since January
2002.
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COFFEE REPUBLIC PLC

Notes forming part of the Financial Statements (continued)
for the year ended 27 March 2005

4. Exceptional items – Profit/(loss) on disposal of fixed assets

2005 2004
£000 £000

Write back of provision for disposal of bars – 720
Profit/(loss) on disposal of fixed assets 1 (480)
Movement on provision (note 11) 1 (4)
Provision for onerous leases (286) (231)
Release of provision for onerous leases 181 –

(103) 5

5. Employee costs

2005 2004
£000 £000

Employee costs including Directors, consist of:
Wages and salaries 5,489 6,705
Social security 418 520
Pension costs – 12

5,907 7,237

The average number of employees, including Directors, during the year was:
Selling 476 648
Administration 21 27

497 675

Tables giving details of Directors’ emoluments and share options are given in the Directors’ Report on Remuneration
on pages 10 and 11.

6. Interest payable and similar charges

2005 2004
£000 £000

Bank loans 178 179
Lease financing 4 8

182 187
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COFFEE REPUBLIC PLC

Notes forming part of the Financial Statements (continued)
for the year ended 27 March 2005

7. Tax on loss on ordinary activities

The tax assessed for the period reflects the loss made by the Group in the year, together with the utilisation of capital
allowances. The differences between the tax assessed for the year and a notional tax credit at the standard rate of
corporation tax are explained below:

2005 2004
£000 £000

Loss on ordinary activities before tax (1,396) (1,748)

Corporation tax at the standard rate in the UK of 30% 419 524
Effects of:
Expenses not deductible for tax purposes (58) (65)
Depreciation for period in excess of capital allowances (488) (502)
Tax losses utilised and to be carried forward 127 43

Current tax charge for the period – –

The Group had tax losses of approximately £8.4 million as at 27 March 2005 (28 March 2004: £8.7 million), which are
available to carry forward against future taxable profits. A deferred tax asset of £6.4 million at 27 March 2005
(28 March 2004: £6.2 million) has not been recognised in the financial statements. The deferred tax asset arises from
trading losses (£2.5 million; 2004: £2.6 million) and deferral of capital allowances (£3.9 million; 2004: £3.6 million)

8. Loss per ordinary share

The basic loss per ordinary share is based on losses after taxation of £1,396,000 (2004: loss £1,748,000) and a weighted
average number of shares in issue of 427,765,304 (2004: 293,229,040). There was no difference between basic and
diluted earnings per share in 2005 and 2004.

9. Result for the financial year

The Company has taken advantage of the exemption allowed under section 230 of the Companies Act 1985 and has not
presented its own profit and loss account in these financial statements. The holding company results are disclosed in
note 18.

10. Intangible fixed assets

Goodwill
£000

Cost
At 29 March 2004 and 27 March 2005 237

Amortisation
At 29 March 2004 (56)
Provision for year (24)

At 27 March 2005 (80)

Net Book Value
At 27 March 2005 157

At 28 March 2004 181

The intangible asset represents goodwill arising on the acquisition of Goodbean Limited on 2 December 2001.
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COFFEE REPUBLIC PLC

Notes forming part of the Financial Statements (continued)
for the year ended 27 March 2005

11. Tangible fixed assets – Group

Short term
leasehold
costs and

improvements
£000

Fixtures,
fittings,

equipment and
motor vehicles

£000
Total
£000

Cost
At 29 March 2004 3,521 13,589 17,110
Additions 11 349 360
Disposals (658) (3,079) (3,737)

At 27 March 2005 2,874 10,859 13,733

Depreciation
At 29 March 2004 1,439 8,041 9,480
Provided for year 211 1,024 1,235
Disposals (573) (2,247) (2,820)
Impairment/(reversal of impairment) (158) 157 (1)

At 27 March 2005 919 6,975 7,894

Net book value
At 27 March 2005 1,955 3,884 5,839

At 28 March 2004 2,082 5,548 7,630

The net book value of fixtures, fittings and equipment includes an amount of £56,000 (2004: £7,000) in respect of
assets held under finance leases.

12. Fixed asset investments – Company

Subsidiary
undertakings

2005
£000

Subsidiary
undertakings

2004
£000

Shares at cost 2,748 2,748

Long term loan to subsidiary undertakings
Brought forward 27,550 25,851
Additional long term loan to subsidiary – 1,699

Carried forward 27,550 27,550

Total Investment and loans to subsidiary undertakings
Total Investment 30,298 30,298
Less: Provision (29,288) (27,892)

1,010 2,406

The Company owns all of the Ordinary and Preference share capital of its three subsidiaries, Coffee Republic (UK)
Limited, Goodbean Limited and Republic Deli Limited, all of which are incorporated in England and operate
speciality espresso and deli bars. A provision has been made against the investment in subsidiaries in order to record
the investments at the net asset value included in the consolidated accounts.
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COFFEE REPUBLIC PLC

Notes forming part of the Financial Statements (continued)
for the year ended 27 March 2005

13. Debtors

Group Company
2005 2004 2005 2004
£000 £000 £000 £000

Trade debtors 82 44 – –
Other debtors 523 407 – –
Prepayments and accrued income 722 1,017 – –
Amounts due from subsidiary undertakings – – 162 162

1,327 1,468 162 162

Other debtors include £352,000 (2004: £405,000), which falls due after more than one year. All other amounts are due
within one year.

14. Creditors: amounts falling due within one year

Group
2005 2004
£000 £000

Bank overdraft 527 –
Bank loan (secured – see note 15) 125 500
Trade creditors 1,143 1,369
Other creditors and accruals 1,167 1,261
Taxation and social security 547 799
Obligations under finance leases 26 9

3,535 3,938

15. Creditors: amounts falling due after more than one year

Group
2005 2004
£000 £000

Bank loan (secured) 2,200 2,500
Other creditors and accruals – 28
Obligations under finance leases 17 –

2,217 2,528

Bank Loan:

The bank loan is secured by a fixed and floating charge on the assets of Coffee Republic (UK) Limited and Goodbean
Limited (see note 22). In the year the Company sold eight coffee bars to Caffè Nero Plc. As a result, the Company
further repaid £300,000 of the secured bank loan in addition to the contracted repayment of £375,000.

Bank loan Finance leases Accruals
2005 2004 2005 2004 2005 2004
£000 £000 £000 £000 £000 £000

Creditors falling due after more than one year
are due for repayment as follows:
Within one to two years 625 833 17 – – 28
Within two to five years 1,575 1,667 – – – –

2,200 2,500 17 – – 28
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COFFEE REPUBLIC PLC

Notes forming part of the Financial Statements (continued)
for the year ended 27 March 2005

16. Provisions for liabilities and charges

Onerous
lease
£000

Balance at 29 March 2004 (873)
Provision utilised in the year 423
Provision made in the year (286)
Provision released in the year 181

Balance at 27 March 2005 (555)

The provision is expected to be utilised over the life of the relevant leases, or until the disposal of bars, which in the
majority of cases is expected within one year.

17. Called up share capital

Authorised
2005 2005 2004 2004

Number £000 Number £000

Ordinary shares of 0.1p 800,000,000 800 800,000,000 800

Allotted called up and fully paid
2005 2005 2004 2004

Number £000 Number £000

Ordinary shares of 0.1p 427,765,304 428 427,765,304 428

At 28 March 2004 options over 3,885,000 shares had been granted of which 3,710,000 lapsed or were cancelled during
the year. During the year an additional 12,350,000 options were granted of which 3,500,000 lapsed or were cancelled.
At 27 March 2005, options over 9,000,000 shares remain outstanding in respect of ordinary shares of 0.1p each in the
Company. The outstanding options were granted as follows; 25,000 on 11 September 2000 at an exercise price of
20.4p; 150,000 on 27 May 2003 at an exercise price of 5.0p; 4,300,000 on 7 May 2004 at an exercise price of 1.25p and
4,550,000 on 7 March 2005 at an exercise price of 1.0p. All options can be exercised between three and ten years after
the date of grant.

Options held by directors are not included in the above. Details of the directors’ interests in share options are included
in the Directors’ Report on Remuneration on page 11.
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COFFEE REPUBLIC PLC

Notes forming part of the Financial Statements (continued)
for the year ended 27 March 2005

18. Reserves

Share premium
account

£000

Profit and loss
account

£000

Group
At 29 March 2004 3,888 (1,748)
Loss for the year – (1,396)

At 27 March 2005 3,888 (3,144)

£000 £000

Company
At 29 March 2004 3,888 (1,748)
Loss for the year – (1,396)

At 27 March 2005 3,888 (3,144)

The Company’s loss for the year ended 27 March 2005 was £1,396,000 (2004: £1,748,000).

19. Reconciliation of operating loss to operating cashflows

2005 2004
£000 £000

Operating loss (1,123) (1,576)
Depreciation 1,235 1,453
Amortisation 24 24
Movement on onerous lease provision (422) (558)
Net movement on impairment of fixed assets (1) –
Decrease in stocks 7 51
Decrease in debtors 141 204
Decrease in creditors (601) (439)

Net cash outflow from operating activities (740) (841)
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COFFEE REPUBLIC PLC

Notes forming part of the Financial Statements (continued)
for the year ended 27 March 2005

20. Analysis of cashflows for headings netted in the cashflow statement

2005 2004
£000 £000

(a) Returns on investments and servicing of finance
Interest received 12 10
Interest paid (178) (179)
Finance lease interest (4) (8)

Net cash outflow (170) (177)

(b) Capital expenditure
Purchase of tangible fixed assets (360) (163)
Sale of tangible fixed assets 919 517

Net cash inflow 559 354

(c) Financing
Repayment of Secured Loan (675) –
Issue of ordinary share capital (gross proceeds) – 2,032
Preliminary share issue expenses – (25)
Share capital issue costs – (308)
Capital element of finance lease payments 34 (32)

Net cash (outflow)/inflow (641) 1,667

21. Analysis of net funds

At 29 March
2004
£000

Cash
movement

£000

At 27 March
2005
£000

Cash at bank and in hand 523 (465) 58
Bank overdraft – (527) (527)
Debt due within one year (500) 375 (125)
Debt due after one year (2,500) 300 (2,200)
Finance leases (9) (34) (43)

(2,486) (351) (2,837)
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COFFEE REPUBLIC PLC

Notes forming part of the Financial Statements (continued)
for the year ended 27 March 2005

22. Financial instruments

The Directors have not treated short-term debtors and creditors as financial assets and liabilities respectively for the
purpose of the disclosures required by FRS 13 “Derivatives and other Financial Instruments: Disclosure”.

In the current and prior periods the Group’s financial instruments were as follows:

Financial assets: Cash at bank and in hand as follows:

� Floating rate, overnight deposit: £Nil (2004: £450,623)

Financial liabilities: Principally bank loans and finance lease obligations as follows:

� Bank loans are at a 1.75% margin above LIBOR.

� Finance lease obligations are at fixed rates of interest, the rate being 14% (2004: between 5% and 11%).

All the Group’s financial assets and liabilities are denominated in sterling.

The maturity of finance lease obligations is shown in Note 15.

In the current and prior period, the fair values of the Group’s financial assets and liabilities are not materially different
from their book values.

At the year-end the Group had no undrawn committed borrowing facilities expiring in less than one year (2004: Nil).

The Group’s policy as regards liquidity is to ensure sufficient cash and overdraft facilities are maintained to meet
short-term liabilities.

The Group’s treasury policy is discussed in Note 1.

23. Commitments

Annual rental commitments under non-cancellable operating leases were as follows:

Leasehold property Other
2005 2004 2005 2004
£000 £000 £000 £000

Group
Operating leases which expire:
Within one year 90 684 – –
Within two to five years 855 628 30 30
After five years 2,189 2,915 – –

3,134 4,227 30 30

At 27 March 2005, neither the Group nor the Company had any contracted capital commitments not provided for
in the accounts (2004: £nil for the Group and the Company).

24. Related Party Transactions

There have been no related party transactions other than the payment of Directors’ Emoluments to related
companies as set out in the Directors’ Report on Remuneration on pages 10 and 11.
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COFFEE REPUBLIC PLC

Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the ANNUAL GENERAL MEETING of COFFEE REPUBLIC PLC will be held
at the offices of Lawrence Graham LLP, 190 Strand, London WC2R 1JN on 2 November 2005 at 11.00 a.m. for the
following purposes:

Ordinary business

1. To receive and, if approved, adopt the Accounts of the Company together with the Directors’ and auditors’
reports for the year ended 27 March 2005.

2. To re-appoint BDO Stoy Hayward LLP as auditors to the Company until the conclusion of the next Annual
General Meeting and to authorise the Directors to fix their remuneration.

3. To re-elect N Jeffrey (Non- Executive Director and Chairman of the Audit and Remuneration Committees) who
retires under the Articles of Association.

To transact any other ordinary business.

Registered Office:
50 Lothian Road
Festival Square
Edinburgh
EH3 9WJ

By order of the Board

J P Gorman FCA
Company Secretary

27 September 2005

Notes:

1. Any member entitled to attend and vote at the above meeting is entitled to appoint one or more proxies to attend and, on a poll, to
vote in his stead. A proxy need not be a member of the Company. The completion and despatch of the form of proxy will not prevent
you from attending the Annual General Meeting and voting in person should you wish to do so.

2. Any form of proxy and the power of attorney or other authority under which it is signed, or a notarially certified or office copy of
such power or authority, in order to be valid, must reach the Company’s Registrars, Capita Registrars, not less than 48 hours before
the time of the meeting.

3. Copies of Directors’ service contracts and the register of Directors’ shareholdings will be available for inspection at the registered
office of the Company during usual business hours on any weekday (Saturdays and public holidays excluded) from the date of this
notice until the date of the Annual General Meeting and at the place of the Annual General Meeting for at least 15 minutes prior to
and until the conclusion of the Annual General Meeting.

4. Pursuant to Regulation 41 of the Uncertified Securities Regulations 2001, to be entitled to attend and vote at the meeting (and for the
purposes of the determination by the Company of the number of votes they may cast) members must be registered on the
Company’s register of members by 6.00 pm on 31 October 2005.
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COFFEE REPUBLIC PLC

Annual General Meeting
FORM OF PROXY

I/We (block capitals please)............................................................................................................................................

of .....................................................................................................................................................................................

being (a) holder(s) of ordinary shares of the above named Company hereby appoint the Chairman of the Meeting or
(see Note 2)

.........................................................................................................................................................................................
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 Lawrence Graham LLP, 190 Strand, London WC2R 1JN at 11.00 a.m. on 2 November 2005 and at any
adjournment thereof and thereat to vote on the resolutions set out in the notice convening the meeting as indicated
below

Signature(s) .....................................................................................................................................................................

.........................................................................................................................................................................................

.........................................................................................................................................................................................

Dated this ......................................day of........................................................................................................................

Please indicate with an X in the spaces below how you wish your vote to be cast.

Ordinary resolutions For Against

1. To receive and if approved, adopt the Accounts, together with the Directors’ and
Auditors’ reports for the year ended 27 March 2005.

2. To reappoint BDO Stoy Hayward LLP as Auditors to the Company until the conclusion
of the next Annual General Meeting and to authorise the Directors to fix their
remuneration.

3. To elect N Jeffrey (Non-Executive Director) who retires under the Articles of
Association.

Notes:

1. All members are entitled to attend and vote at the meeting, whether or not they have returned a form of proxy.

2. If you wish to appoint as proxy any person other than the Chairman of this meeting, delete the words “the Chairman of the Meeting
or (see Note 2)” and insert the name of the proxy you wish to appoint and initial the alteration. A proxy need not be a member of the
Company.

3. In the case of a corporation, this form of proxy must be executed under its common seal or under the hand of an officer or attorney
duly authorised in writing.

4. In the case of joint holders, the vote of the senior who tenders a vote, whether in person or by proxy, will be accepted to the exclusion
of the votes of the other joint holders and for this purpose seniority shall be determined by the order in which the names stand in the
Register.

5. In the absence of instructions as to voting on the resolutions set out in the notice convening the meeting, and on any other business
that may properly be considered by the meeting, the person appointed as your proxy may exercise his discretion as to how he votes
and whether or not he abstains from voting.

6. To be effective, this form of proxy, duly executed together with the power of attorney or other authority (if any) under which it is
signed (or a notarially certified copy thereof) must be deposited at or posted to the Company’s Registrars, Capita Registrars, The
Registry, 34 Beckenham Road, Beckenham, Kent, BR3 4TU so as to arrive not less than forty-eight hours before the time appointed
for the holding of the meeting. No envelope is required.

7. Any alterations made in this form of proxy should be initialled.

8. Appointment of a proxy will not preclude a member from attending and voting in person.
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