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ITEM 1.

PART I

FINANCIAL STATEMENTS

SPEAR & JACKSON, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)

(IN THOUSANDS EXCEPT PER SHARE AMOUNTS)

Net sales

D I I R R At

Cost of goods sold .................

Gross profit .. o i iiiiinnnan.

Operating costs, income and expenses
Selling, general and administrative expenses

Gain on sale of land and buildings ..........
Settlement of class action litigation .......

e e et

DI A SO S

P I A

Manufacturing and other reorganization costs

.

OpeErating 1oSS vttt e,

Other income and expenses
Rental and other income .........covvvnveeeen...
Interest (MEL) vttt et ieinnenes
Share of net earnings of investment in joint

venture

L I T I R I S I S N B SR S

e e et

Bt

“e e

Loss from continuing operations before income taxes ..

Income tax (provision) benefit ................

Loss from continuing operations ...............

Discontinued operations:

Loss from discontinued operations ..........
Adjustments to previously recorded losses on
disposal of discontinued operations .....

Loss from discontinued operations

Net loss

R R T S

Basic and diluted loss per share:

From continuing operations
From discontinued operations

Total

The accompanying notes

e e e e

€ ee oo

T

.

.

D A I

FOR THE THREE MONTHS

FOR THE NINE MONTHS

ENDED ENDED
JUNE 30, JUNE 30, JUNE 30, JUNE 30,
2007 2006 2007 2006
$ 28,730 $ 24,647 $ 82,715 $ 75,145
18,795 16,768 54,191 51,743
9,935 7,879 28,524 23,402
10,288 9,360 29,980 27,783
- - (312) -
- 650 - 650
22 592 120 1,820
(375) (2,723) (1,264) (6,851)
50 37 132 111
(7) (38) 18 (25)
64 - 140 -
(268) (2,724) (974) (6,765)
(41) (41) (136) 272
(309) (2,765) (1,110) (6,493)
- (14) - (101)
- 3 - 12
- (11) - (89)
§ 09 $ .76 $ 1,100 $ (6,582)
§ 0.0 § (0.48) $ (0.19 $ (1.13)
0.00 0.00 0.00 (0.02)
$ (0.05) $ (0.48) $ (0.19) $ :.5

are an integral part of these financial statements.



SPEAR & JACKSON, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS EXCEPT SHARES)

ASSETS

Current assets:

Cash and cash equivalents ..o iiviiiririiieiniieiinvnnns
Trade receivables, net of allowances for doubtful debts of

1,165 and $1,635 i e e
| RIAZ= 1R A0} & X1 PP
Foreign taxes recoverable ... it iiiens
Deferred income tax asset, current portion ...........coe.
Other CUTTENT A8SBES it rrr et iirere e e canennenns

Total CUTLENT ESSELS vttt cicrn i ernearonnocvcascnas
Property, plant and equipment, net .

Deferred income LaX @SSEL . vuvrivir v vrneneoneeeccrronses
E B e 2T 111+ - U

TOTa] A8 SEL8 i it ittt it ittt e ettt e e

AT JUNE 30, AT SEPTEMBER 30,

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
Trade accounts pavable ... .ottt inian
Accrued expenses and other liabilities .
Foreign taxes pavable ... . i, e

Total current liabilities
Other L1abilities vttt e et ear s sanans
Pension L1ability oo ii i

Total liabilities .. .ooiviiiiiiiiiiiiiiiniiiaiiiiiann,

Stockholders' equity:
Common stock, 25,000,000 shares authorised $0.001 par value;
12,011,122 issued and 5,735,561 shares outstanding ........
Additional paid im capital ... i i
Accumulated other comprehensive income (loss):
Minimum pension liability adjustment, net of tax ..........
Foreign currency translation adjustment, net of tax of $nil
Unrealized loss on derivative instruments ..............
(Accumulated deficit)/retained earnings .......covvvvrn.
Less: 6,275,561 common stock held in treasury, at cost .

Total stockholders' equity ..vvviiiiniinn i,

Total liabilities and stockholders' equity ..........

The accompanying notes are an integral part of

2

2007 2006
(UNAUDITED)
e § 9,833 % 9,930
cees 20,097 15,983
cees 25,772 22,853
cees 203 215
Cee 2,342 2,182
cee 1,349 1,425
ceee 59,596 52,588
e 17,355 15,594
cee 15,641 14,570
cees 660 508
oo 93,252 § 83,260
e § 10,556 § 7,766
cees 11,393 12,234
Cee 201 155
cee 22,150 20,155
Cees 1,106 699
cees 46,998 40,565
ceen 70,254 61,419
e 12 12
cee 51,590 51,590
Cee (47,734) (44,447)
ceen 20,181 14,581
Cee (56) (10)
Cees (455) 655
cees (540) (540)
ceen 22,998 21,841
o § 93,252 § 83,260

these financial statements.



SPEAR & JACKSON, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:

Net loss

(UNAUDITED)
(IN THOUSANDS)

I R R

Adjustments to reconcile net loss to net cash used in operating

activities:

I oS R R Ko} 1
Gain on sale of land and buildings .....covvviiiievins.
(Profit) loss on sale of plant, property and equipment

Deferred income taxes ......
Equity earnings in joint ven
Changes in operating assets and

P Y

TUTE vvnven..
liabilities:

(Increase) decrease in trade receivables .
(Increase) decrease in inventories .......
Decrease in other current assets .........

Contributions paid to pension plan .......
Increase in other non-current liabilities .
Increase in trade accounts payable .......
(Decrease) increase in accrued expenses and other
Increase (decrease) in foreign taxes payable ....
Increase (decrease) in other liabilities ........

.

<

.

.

0

.

.

e oo s s

.

e e

NET CASH (USED IN) PROVIDED BY OPERATING ACTIVITIES ...

INVESTING ACTIVITIES:

Purchases of property, plant and equipment .........
Proceeds from sale of property, plant and equipment
Purchase of equity InveStment ......cuvvivvienrvennes

NET CASH USED IN INVESTING ACTIVITIES .......

FINANCING ACTIVITIES:
Decrease in overdraft

IR

NET CASH USED IN FINANCING ACTIVIT

Effect of exchange rate changes on cash and cash equivalents

A A S A

[ES ........

CHANGE IN CASH AND CASH EQUIVALENTS ..............
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD .

CASH AND CASH EQUIVALENTS AT END OF PERIOD ......

SUPPLEMENTAL CASH FLOW INFORMATION

.

Cash paid for interest ..ot i,

Cash paid for taxes ... voiveiiin .

]

Ve e v e s 6 e

l

.

The accompanying notes are an integral part

3

.

.

iab

.

il

.

i

t

..

‘e

ie

s

FOR THE NINE MONTHS ENDED

JUNE 30, JUNE 30,
2007 2006

$ (1,110) § (6,582)
1,409 1,775

(312) : -

(4) 2

- (566)

(140) -

(2,555) 104

(1,066) 1,681

111 208

(2,814) (2,595)

6,153 6,181

2,112 109

(2,922) 669

79 (108)

407 (26)

(652) 852

(1,089) (738)

447 86

- (229)
(642) (881)

- (773)

- (773)

1,197 (166)

97 (968)

9,930 7,289

$ 9,833 % 6,321
$ 236§ 82
$ 57 § 402

of these financial statements.



SPEAR & JACKSON, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(IN THOUSANDS EXCEPT SHARES)

NOTE 1 - BASIS OF PRESENTATION

These condensed consolidated financial statements are expressed in U.S.
dollars and have been prepared in accordance with accounting principles
generally accepted in the United States. The condensed consolidated financial
statements include the accounts of Spear & Jackson, Inc. (the Company) and its
wholly owned subsidiaries, Mega Tools Ltd., Mega Tools USA, Inc., Megapro Tools,
Inc.. S and J Acquisition Corp., Spear & Jackson plc and Bowers Group plc. Both
Spear & Tackson plc and Bowers Group plc are sub-holding companies and their
business is carried out by the following directly and indirectly owned
subsidiaries: Bowers Metrology Limited, Bowers Metrology (UK) Limited, Coventry
Gauge Limited, CV Instruments Limited, Bclipse Magnetics Limited, Spear &
Jackson (New Zealand) Limited, James Neill Canada Inc., James Neill Holdings
Limited. James Neill U.S.A. Inc., Spear & Jackson (Australia) Pry Ltd., Magnacut
Limited, Neill Tools Limited, Spear & Jackson Garden Products Limited, Spear &
Jackson Holdings Limited, Spear & Jackson France S.A., Societe Neill France
S.A , CV Instruments Europe BV and Bowers Eclipse Equipment Shanghai
Co. Limived.

As further explained in note 4, below, the purchase of Spear & Jackson
ple and Bowers Group plc by Megapro Tools, Inc. (now Spear & Jackson, Inc.),
which was completed on September 6, 2002, was treated as a reverse acquisition.
The results and assets of discontinued operations are presented in accordance
with Statement of Financial Accounting Standards ("SFAS") 144.

All significant intercompany accounts and transactions have been
eliminated on consolidation,

The accompanying unaudited condensed financial statements have been

prepared in accordance with generally accepted accounting principles for interim
financial statements pursuant to both the rules and regulations of the
Securities and Exchange Commission and with instructions to Form 10-Q.
Accordingly. certain information and footnote disclosures required for annual
financial statements have been condensed or omitted. The Company's management
believes that all adjustments necessary to present fairly the Company's
financial position as of Jume 30, 2007 and September 30, 2006. and the results
of operations for the three and nine month periods ended June 30, 2007 and June
30, 2006 and cash flows for the nine month periods ended June 30, 2007 and June
30, 2006 have been included and that the disclosures arc adequate to make the
information presented not misleading. The balance sheet at September 30, 2006
has been derived from the audited financial statements at that date but does not
include all of the information and footnotes required by generally accepted
accounting principles for complete financial statements. For further
information. refer to the consolidated financial statements and footnotes
thereto included in the Company's and Subsidiaries’ annual report on Form 10-K
for the year ended September 30, 2006.

It is suggested that these financial statements be read in conjunction
with the audited consolidated financial statements and related footnotes of the
Company for the year ended September 30, 2006 included in the Company's annual
report filed on Form 10-K for the period then ended.

The condensed consolidated financial statements of Spear & Jackson,
Inc. are denominated in US dollars. Changes in exchange rates between UK
sterling, the Buro, the Australian dollar, the New Zealand dollar. the Chinese
Yuan and the US dollar will affect the translation of the Company's UK, French,
Dutch. Chinese, New Zealand and Australian subsidiaries' financial results iato
US dollars for the purposes of reporting the consolidated financial results. The
process by which each foreign subsidiary's financial results are tramslated into
US dollars is as follows: income statement accounts are translated at average
exchange rates for the period; balance sheet asset and liability accounts are
translated at end of period exchange rates: and equity accounts are translated
at historical exchange rates. Translation of the balance sheet in this manner
affects the stockholders' equity account, referred to as the accumulated other
comprehensive income account. Management has decided not to hedge against the
impact of exposures giving rise to these translation adjustments as such hedges
may impact upon the Company's cash flow compared to the translation adjustments
which do not affect cash flow in the medium term.

The results of operations for any interim periods are not necessarily
indicative of the results to be expected for the full yvear, or any subsequent
periods.



SPEAR & JACKSON, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCTAL STATEMENTS (CONTINUED)
( IN THOUSANDS EXCEPT SHARES)

NOTE 1 - BASIS OF PRESENTATION - CONTINUED

o The preparation of financial statements in conformity with accounting
na»uoymwmm generally accepted in the United States requires management to make
estimates and assumptions that affect the amounts reported in the financial

mhmﬂoaa:ﬁm and accompanying notes. Actual results could differ from those
estimates.

NOTE 2 - RECLASSIFICATION

Certain reclassifications have been made to the condensed consolidated
financial statements for the three and nine months ended Junme 30, 2006 in order
to conform to current year presentation. Gains arising on the sale of property
and manufacturing and other reorganization costs have been reclassified so that
such gains and costs are now shown as a component of "Operating Costs, Income
and Expense”. These items, that are further described in Notes 10 and 11, were
previously captioned as "Unusual or Infrequent Items" and were presented after
the Operating loss for the period. These reclassifications impact only on the
presentation of the Condensed Consolidated Statement of Operations and do not
have any impact on previously reported net income or loss.

NOTE 3 - RECENTLY ISSUED ACCOUNTING STANDARDS

In February 2006, FASB issued statement No. 155, Accounting for Certain
Hybrid Financial Instruments, as an amendment to Statement No. 133, Accounting
for Derivatives Instruments and Hedging Activities, and Statement No. 140,
Accounting for Transfers and Servicing of Financial Assets and Extinguishment of
Liabilities. Statement No. 155 amends Statement No. 133 to narrow the scope
exception for interest-only and principal-only strips on debt instruments to
include only such strips representing rights to receive a specified portion of
the contractual interest or principle cash flows. Statement No. 155 amends
Statement No. 140 to allow qualifying special purpose entities to hold a passive
derivative financial instrument pertaining to beneficial interests that itself
is a derivative instrument. Statement No. 155 is effective for all financial
instruments acquired or issued in fiscal years beginning after September 195,
2006. The adoption of Statement No. 155 has not had a material impact on the
Company's condensed consolidated financial statements,

In March 2006, the FASB issued Statement No. 156, Accounting for
Servicing of Financial Assets as an amendment to Statement No. 140. Statement
No. 156 requires that all separately recognized servicing rights be initially
measured at fair value, if practicable. In addition, this statement permits an
entity to choose between two measurement methods (amortization method or fair
value measurement method) for each class of separately recognized servicing
assets and liabilities. This new accounting standard is effective for reporting
periods beginning after September 15, 2006.The adoption of SFAS 156 has not had
a material impact on our results of operations or financial condition.

In July 2006, FASB issued FIN 48, "Accounting for Uncertainty in Income
Taxes" as an interpretation of Statement No. 109, This interpretation clarifies
the application of Statement No. 109 by defining a criterion than an individual
tax position must meet for any part of the benefit of that position to be
recognized in an enterprise's financial statements and also provides guidance on
measurement, derecognition, classification, interest and penalties, accounting
in interim periods and disclosure. FIN 48 is effective for our fiscal years
beginning after December 15, 2006. At this time, we have not completed our
review and assessment of the impact of adoption of FIN 48,

In September 2006, the SEC staff issued SAB 108, Considering the

Effects of Prior Year Misstatements when Quantifying Misstatements in Current
Year Financial Statements ("SAB 108"). SAB 108 was issued in order to eliminate
the diversity in practice surrounding how public companies quantify financial
statement misstatements. SAB 108 requires that registrants quantify errors using
both a balance sheet and income statement approach and evaluate whether either
approach results in a misstated amount that, when all relevant quantitative and
qualitative factors are considered, is material. SAB 108 must be implemented by
the end of the Company's financial year ended September 30, 2007. The Company is
currently assessing the potential effect of SAB 108 on its financial statements.

In September 2006, the FASB issued SFAS 157, Fair Value Measurements
(SFAS 157). SFAS 157 provides a common definition of fair value and establishes

a framework to make the measurement of fair value in generally accepted

5



SPEAR & JACKSON, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(IN THOUSANDS EXCEPT SHARES)

NOTE 3 - NEW ACCOUNTING PRONOUNCEMENTS - CONTINUED

accounting principles more consistent and comparable. SFAS 157 also requires
expanded disclosures to provide information about the extent to which fair value
is used to measure assets and liabilities. the methods and assumptions used to
measure fair value, and the effect of fair value measures on earnings. SFAS 157
is effective for the Company's 2009 fiscal year. although early adoption is
permitied., The Company is currently assessing the potential effect of SFAS 157
on its financial statements.

In September 2006, the FASB issued SFAS No. 158, Employers' Accounting
for Defined Benefit Pension and Other Postretirement Plans, an amendment of FASB
Statements No. 87, 88, 106, and 132(R) ("SFAS 158"). This statement requires
recognition of the overfunded or underfunded status of defined benefit pension
and other postretirement plans as an asset or liability in the statement of
financial position and also requires in the funded status to be recognized in
comprehensive income in the vear in which such changes occur. SFAS 158 also
requires measurement of the funded status of a plan as of the date of the
statement of financial position. The recognition and disclosure provisions of
SFAS 158 are effective as of the end of the fiscal year ending after December
16, 2006, while the measurement date provisions are effective for fiscal years
ending after December 15, 2008, For quarterly reporting purposes, the value of
the pension deficit is computed at each period end by taking the detailed FAS 87
deficit calculation at the previous financial year end and adjusting this to
take account of Company pension contributions paid and pension charges,
calculated in accordance with FAS 87, that arise in the period. If SFAS 158 were
applied, on a similar basis, as at June 30, 2007, we would have recorded an
additional pre-tax charge to accumulated other comprehensive income totalling
$8.2 million ($5.7 million after tax) representing the difference between the
funded status of the Plan based on its projected benefit obligation at June 30,
2007 and the amount recorded on our balance sheet at that date.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option
for Financial Assets and Financial Liabilities - Including an Amendment of FASB
Statement No. 115 ("SFAS 159"). SFAS 159 permits entities to choose to measure
many financial instruments and certain other items at fair value that are not
currently required to be measured at fair value. SFAS 159 permits all entities
to choose, at specified election dates, to measure eligible items at fair value
(the "fair value option"). A business entity shall report unrealized gains and
losses on items for which the fair value option has been elected in earnings at
each subsequent reporting date. Upfront costs and fees related to items for
which the fair value option is elected shall be recognized in earnings as
incurred and not deferred. SFAS 159 also establishes presentation and disclosure
requirements designed to facilitate comparisons between entities that choose
different measurement attributes for similar types of assets and liabilities.
SFAS 159 is effective as of the beginning of an entity's first fiscal year that
begins after November 15, 2007. The Company is currently evaluating the impact
this statement will have on its financial position and results of operations

NOTE 4 - CRITICAL ACCOUNTING POLICIES

A summary of our critical accounting policies is included in Note 2 to

the audited consolidated financial statements included in the Company's Annual
Report on Form [0-K for the year ended September 30, 2006. Management believes
that the application of these policies on a consistent basis enables the Company
to provide useful and reliable financial information about the Company's
operating results and financial condition.

As disclosed in the annual report on Form 10-K for the fiscal year
ended September 30, 2006, the discussion and analysis of our financial condition
and results of operations are based upon our consolidated financial statements.
These have been prepared in conformity with accounting principles generally
accepted in the United States. The preparation of the financial statements
requires us to make estimates and assumptions and adopt accounting policies that
affect the reported amounts of assets, liabilities, revenues and expenses as
disclosed in those financial statements. These judgments can be subjective and
complex, and consequently actual results could differ from those estimates. Our
most critical accounting policies relate to revenue recognition; foreign
exchange risk; inventory, the computation of deferred income taxes, the
recognition of deferred income tax assets and pension and other post retirement
benefit costs. Since September 30, 2006, there have been no changes in our
critical accounting policies and no significant changes to the assumptions and
estimates related to them.



SPEAR & JACKSON, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(IN THOUSANDS EXCEPT SHARES)

NOTE 5 - NATURE OF BUSINESS

The Company was incorporated in the State of Nevada on December 17,
1998 and was inactive until the acquisition of Mega Tools Ltd. and Mega Tools
USA, Inc. via reverse acquisition on September 30, 1999, The Company was engaged
in the manufacture and sale of a patented multi-bit screwdriver. The Company
entered into an exclusive North American license agreement with the patent
holder of a retracting cartridge type screwdriver. This license agreement gave
the Company unrestricted use of the patent in Canada and the United States until
November &, 2005. The Company's wholly owned subsidiaries, Mega Tools USA, Iue.
and Mega Tools Ltd. manufactured and marketed the drivers to customers in the
United States and Canada. With effect from September 30. 2003 the Company exited
its screwdriver operations following the sale of the trade and net assets of
Mega Tools USA. Inc. and Mega Tools Ltd. The historical results of operations
for this business have been reclassified to earnings (loss) from discontinued
operations on the Company's Consolidated Statements of Operations.

On September 6, 2002 the Company acquired the entire issued share
capital of Spear & Jackson plc and Bowers Group ple ("S&J"). These companies,
through their principal operating entities, as disclosed in note I, manufacture
and distribute a broad line of hand tools, lawn and garden tools, industrial
magnets and metrology tools primarily in the United Kingdom, Europe, Australia,
North and South America, Asia and the Far East,

Following recommendations by the SEC, the acquisition of S&I by Megapro
Tools, Inc. was accounted for as a reverse acquisition for financial reporting
purposes. The reverse acquisition is deemed a capital transaction and the net
assets of S&J (the accounting acquirer) were carried forward to Megapro Tools,
Inc. (the legal acquirer and the reporting entity) at their carrying value
before the combination. Although S&J was deemed to be the acquiring corporation
for financial accounting and reporting purposes, the legal status of Megapro
Tools, Inc. as the surviving corporation does not change. The relevant

acquisition process utilizes the capital structure of Megapro Tools, Inc. and
the assets and liabilities of S& are recorded at historical cost.

In these financial statements, S&J is the operating entity for
financial reporting purposes and the financial statements for all periods
presented represent S&I's financial position and results of operations. The
equily of Megapro Tools Inc. is the historical equity of S& retroactively
restated to reflect the number of shares issued in the S&J acquisition.

On November 7. 2002 the Company changed its name from Megapro Tools,
Inc. to Spear & Jackson, Inc.

Following formal approval by the SEC and the U.S. District Court for
the Southern district of Florida of the settlement of the litigation captioned
SEC v. Dennis Crowley, Spear & Jackson, Inc., International Media Solutions,
Inc., Yolanda Velazquez and Kermit Silva (Case No: 04-80354-civ-Middlebrooks),
the Company entered into a Stock Purchase Agreement with PNC Tool Holdings LLC
("PNC") and Dennis Crowley, the sole member of PNC and former Chief Executive
Officer and Chairman of the Company. The Stock Purchase Agreement was effected
on April 8. 2005.

Under the Stock Purchase Agreement, the Company acquired, for $100. and
other good and valuable consideration, 6,005,561 common shares of the Company
held by PNC which represented approximately 51.1% of the outstanding common
shares of the Company at December 31, 2004, and which constituted 100% of the
commont stock held by such entity. The parties also executed general releases in
favor of each other subject to the fulfillment of the conditions of the Stock
Purchase Agreement.

As a result of the stock purchase, the stockholders of the Company had
their percentage stock interest increase correspondingly. Jacuzzi Brands. Inc.
("Jacuzzi"). which, at that time was a beneficial owner of 3,543,281 shares of
commont stock. had its interest in the Company increase to approximately 61.8% of
the outstanding common stock.



SPEAR & JACKSON, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(IN THOUSANDS EXCEPT SHARES)

NOTE 5 - NATURE OF BUSINESS - CONTINUED

On April 21, 2005, Jacuzzi adopted a plan of disposition of the
Company's common stock. On March 23, 2006, Jacuzzi and its subsidiary
undertaking, USI American Holdings. Inc. ("USI" and, together with Jacuzzi, the
"Seller") entered into a Stock Purchase Agreement (the "Stock Purchase
Agreement") with United Pacific Industries Limited ("UPI"), a Bermuda
Corporation, to sell its entire holding of 3,543,281 shares of the common stock
(the "Shares") of Spear & Jackson., Inc. ("SII") to UPI for $1.40 per share for
an aggregate purchase price of $4,960,593. Such shares constituted all of the
shares of SJI owned by the Seller.

The representations, warranties and covenants made by Jacuzzi and UPI
were typical for this type of transaction. UPI agreed that neither it nor any of
its affiliates would purchase any additional Common Stock during the period from
the signing date of the Stock Purchase Agreement throi one year following the
closing at a price less than $1.40 per share.

The Seller and UPI then announced that thev had entered into Amendment

No. 1 dated 4 May 2006, ("Amendment No. I to the Stock Purchase Agreement") to
extend the date by which the Seller and UPI were required to lodge the ¢learance
application with the UK Pensions Regulator. The Seller and UPI subsequently
received a comfort letter, dated July 5, 2006, issued by the UK Pensions
Regulator (the "Comfort Letter")in respect of this clearance application.

The trustees of Spear & Jackson, Inc.'s UK Pension Plan confirmed by a
letter dated July 6. 2006 their acceprance of the UK Pensions Regulator's
determination. The Seller and UPI then entered into Amendment No. 2 dated July
10, 2006, ("Amendment No. 2 to the Stock Purchase Agreement") to waive their
respective requirements for a clearance from the UK Pensions Regulator and to
accept in its place the Comfort Letter which states that the UK Pensions
Regulator is of the view, based on the information supplied to him in comnection
with the clearance application, that the change of control as a result of the
sale by the Seller of all of its shares of Spear & Jackson, Inc. to UPI is not
detrimental to the UK pension plan and the UK Pensions Regulator believes that a
clearance is not necessary for the transaction.

In addition, pursuant to Amendment No. 2 to the Stock Purchase
Agreement, UPI agreed, subject to the Closing having occurred, to indemnify the
Selier and JBI Holdings Limited (the "Jacuzzi Indemnified Parties") should the
UK Pensions Regulator, regardless of the Comfort Letter, require any of the
Jacuzzi Indemnified Parties to make a contribution or provide financial support
in relation to the potential pension plan tiabilities of SII or its
subsidiaries. In addition., UPI also agreed that, for a period of twelve months
from the Closing Date, UPI would not (and would use its best efforts to ensure
that neither SJT nor any of its subsidiaries would) take any action or omit to
take any action that would cause the UK Pensions Regulator, as a result of such
action or omission, to issue a contribution notice against the Jacuzzi
Indemnified Parties in relation to any UK pension plan in which SIT or any
subsidiary of SJI is an employer. Further, UPI agreed that for a period of
twelve months from the Closing Date, that it would not (and would use its best
efforts to ensure that neither SII nor any subsidiary of SII would) engage in
any action or inaction which in relation to any such UK pension plan would fall
within the UK Pension Regulation clearance guidance note dated April 2005 as a
‘Type A' event unless UPI procures that clearance is issued by the UK Pensions
Regulator in relation to such event in terms which confirm that no Jacuzzi
Indemnified Party shall be linked to a financial support direction or
contribution notice in respect of such event.

Closing occurred on July 28, 2006,

On May 14, 2007, UPI made a formal offer to the Board of the Company to
acquire the remaining 38.2% of outstanding shares of common stock of US$0.001
par value per share ("S&J Shares") not already owned by UPI for an aggregate
cash consideration of US$3,231,510 representing a price of US$1.483 ("the
Acquisition").

Following extensive discussions between UPI and the Company's Finance
Committee, a revised offer price of US$1.96 per share was agreed representing a
total amount due to the minority shareholders of US$4,297,343. Consequently. on
June 22, 2007 the Company entered into & definitive merger agreement (the
"Agreement") with UPL, under the terms of which the Company will be merged with
a newly formed Nevada corporation (the "Merger Sub"). At the effective date of
the merger the separate existence of the Company will

8



SPEAR & JACKSON, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(IN THOUSANDS EXCEPT SHARES)
NOTE 5 - NATURE OF BUSINESS - CONTINUED

cease and the Merger Sub will continue as the surviving corporation.
Accordingly, the stockholders of the Company (other than UPI, Pantene Global
Holdings Limited, any of their wholly owned subsidiaries, Merger Sub and any SJI
stockholders who exercise their dissenter's rightsy will receive a cash payment
of US$1.96 per share. Dissenters will be entitled to seek court adjudication as
to the fair value of their shares.

The closing of the proposed transaction is subject to, among other
things: affirmative vote of majority outstanding shares of the Company (UPI,
being the Company's majority stockholder, intends to vote its shares in favour
of the merger transaction); approval of the proposed transaction by the
shareholders of UPI; receipt of any regulatory approvals and third party
consents; and, since the date of the Agreement, no Effect (as described in the
Agreement) shall have occurred which has, or would be reasonably expected to
have, a Company Material Adverse Effect (again, as described in the Agreement).

NOTE 6 - DISCONTINUED OFERATIONS

The following table presents the results of the Company's operations
that have been reclassified as discontinued and the (loss) income that has been
recorded in connection with the disposal of these businesses:

P

FOR THE THREE MONTHS

FOR THE NINE MONTHS

ENDED ENDED
JUNE 30, JUNE 30, JUNE 30, TUNE 30,
2007 2006 2007 2006
Note  (IN THOUSANDS)  (IN THOUSANDS)  (IN THOUSANDS)  (IN THOUSANDS)
kevenues reclassified to discontinued operations:
Thread gauge measuring division ................ (a) § - § - % - % 590
$ - % - § - 3 590
Loss from discontinued operations:
Loss from operations of thread gauge measuring
BEIVISTON &ttt ettt () - § (14) - % (10h)
$ - % (14) § - % (101
Adjustment to previously recorded loss on disposal
of discontinued operations:
Megapro screwdrivers division ... cvovvinion. (B - % 3 - % 12
$ - % 3 % - % 12
Loss from discontinued operations, net of taxes ... $ - % (I $ - % (89)

(a) During the fourth quarter of fiscal 2005, the Company began
marketing for sale certain assets associated with its Coventry Gauge thread
gauge measuring business that is located in the United Kingdom. On February 28,
2006, the Company concluded the sale of these assets for a nominal

consideration. The assets sold comprised plant and equipment, inventories and
goodwill. The acquirer paid (pound)! and assumed certain liabilities in respect
of the leased premises from which the trade operates. The carrying values of the
assets relating to this entity were written down to the lower of depreciated
cost or estimated fair value (after consideration of selling costs) in the
quarters ended March 31, 2005 and September 30, 2005. The assets and liabilities
of discontinued operations held for sale have not been reported separately in
the consolidated balance sheets of the Company, as the net book amounts involved
are not considered material.

(b) During the vear ending September 30, 2003, the directors of Spear &
Jackson, Inc. carried out a strategic review of the Company's loss making
Megapro screwdriver division ("Megapro"). It was determined that the division
was no longer a core activity of the group and various divestment strategies
were considered.

With effect from September 30, 2003, the trade and assets of the
division's principal operating companies, Mega Tool USA, Inc. and Mega Tools
Limited, were transferred by prior subsidiary management, and without prior
authorization, at their net book value of $384 to the division's former managing
director. The transfer proceeds were in the form of $284 of loan notes and other
receivables and the discharge of a loan of $100 owed by the company to the
Megapro managing director.



SPEAR & JACKSON, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(IN THOUSANDS EXCEPT SHARES)

NOTE 6 - DISCONTINUED OPERATIONS - CONTINUED

Having considered the future financial position of Megapro, the
directors of Spear & Jackson, Inc. provided $97 against the recoverability of
the balance of the sales proceeds which was outstanding at September 30, 2003. A
further $187 was provided against this debt in the year ended September 30,
2004. It was then agreed with Megapro that it would pay Canadian $54
(approximately $41) in settlement of those debts and this was repaid in monthly
installments of Canadian $5 (approximately $4).

NOTE 7 - RETIREMENT BENEFIT PLAN

The Company operates a contributory defined benefit pension plan
covering certain of its employees in the United Kingdom based subsidiaries of
Spear & Jackson plc. The benefits covered by the Plan are based on years of
service and compensation history. Plan assets are primarily invested in
equities. fixed income securities and Government Stocks.

Pension costs amounted to $2.087 for the quarter ending June 30, 2007
and $2.121 for the same quarter last year. Pension costs for the nine months
ended June 30, 2007 were $6.153 compared to $6,181 in the comparable period last
year. The net periodic costs include the following components:

FOR THE THREE MONTHS FOR THE NINE MONTHS
ENDED ENDED
JUNE 30, JUNE 30, JTNE 30, JUNE 30,
2007 2006 2007 2006
(IN THOUSANDS)  (IN THOUSANDS)  (IN THOUSANDS)  (IN THOUSANDS)

Sevice COST vivvii i § 420§ 546§ 1,238 § 1.598
Tnterest cost oo 3,081 2,720 8,083 7,929
Expected return on plan assets ...... (2,875) (2.568) (8.477) (7,493)
Recognition of actuarial loss ....... 1,461 1,423 4,309 4,150
Total Benmefit cost ...vvvvivinvenen.. $ 2,087 § 2,121 § 6,153 $ 6,181

The Company's funding policy with respect to the Plan is to contribute
annvally not less than the minimum required by applicable UK law and pension
regulations. Amounts payable are determined on the advice of the Plan's
actuaries and in agreement with the Plan's Trustees. The Company has contributed
$931 to the Plan in the quarter to June 30, 2007 (2006 $766) and $2.814 in the
nine month period ended on that date (2006 $2.595). In the year ended September
30, 2006 the Company paid $3.4 million into the Plan. In the ten month period to
July 31, 2007 the level of contributions will be approximately $3.1 million.

The current funding arrangement whereby the Company contributes
(pound)!.9 million (approximately $3.8 million) per annum into the Plan came to
an end on July 31, 2007. On July If. 2007 the Company reached an interim
arrangement with the Plan's trustees and actuary whereby it was agreed that a
one-time special contribution of (pound)! million (approximately $2 million) was
to be paid to the Plan by August 1. 2007 and that employer contributions are to
continue at the rate of (pound)1.9 million per annum (approximately $3.8
milliony. This is an interim arrangement pending. and without prejudice to, the
conclusion of negotiations between the Company. the Plan's trustees and actuary
regarding ongoing funding. These negotiations may take several months ta
complete. Following the recent introduction of new UK pension legislation, if no
agreement is reached between the parties by June 2008, the UK Pensions Regulator
will then participate in all further negotiations.

Accounting standards require a minimum pension liability be recorded
when the value of pension assets is less than the accumulated benefit obligation
("ABO") at the annual measurement date, As of September 30, 2006, our most
recent measurement date for pension accounting, the value of the ABO exceeded
the market value of investments held by the pension plan by approximately $40.56
million. In accordance with accounting standards, the charge against
stockholders' equity will be adjusted in the fourth quarter to reflect the value
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NOTE 7 - RETIREMENT BENEFIT PLAN - CONTINUED

of pension assets compared to the ABO as of the end of September 2007. If the
level of pension assets exceeds the ABO as of a future measurement date, the
full charge against stockholders' equity would be reversed.

. As noted above, for quarterly reporting purposes in both the current
and prior fiscal years, the value of the pension deficit has been calculated at
omos.m@ﬁ»oa end by taking the detailed FAS 87 deficit calculation at the
previous financial year end and adjusting this to take account of Company

pension oosmawcﬁﬁmosw paid and pension charges calculated in accordance with FAS
87, that arise in the period.

The Company will shortly be commissioning a fully detailed calculation
of the Pension Plan deficit at June 30, 2007 in accordance with FAS 87. This
detailed calculation will form part of the required disclosures to be made in a
Circular to be published, in due course, on the Hong Kong Stock Exchange
("HKSE') in connection with the proposed acquisition by the Company's majority
shareholder, United Pacific Industries Limited, of the remaining minority
interests in the Company that UPI does not already own.

The Pension Plan deficit, calculated on the basis described above, as
included in the balance sheet of the current form 10-Q at June 30, 2007 may
therefore be significantly different to the detailed FAS &7 computation that
will be incorporated in the HKSE Circular, when published.

11




SPEAR & TACKSON, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(IN THOUSANDS EXCEPT SHARES)

NOTE 8 - PROPERTY, PLANT AND EQUIPMENT, NET

Assets held and used at cost:
Land and buildings .............

Machinery, equipment and vehicles

Furniture and fixtures ..........
Computer hardware ........
Computer software ...............
Assets held under finance leases

Accumulated Depreciation ........

Net

AT JUNE 30,
2007

NOTE  (IN THOUSANDS)

. $ 16,328
25,729
. 933

. 2,697

AT SEPTEMBER 30,
2006

(IN THOUSANDS)Y

$ 15,269
29,299
867

(a) Included in property. plant and equipment at June 30, 2007 are capital
leases with a net book value of $1.42 million (September 30, 2006 $0.86
million). The cost of these assets held under capital leases was $2.39 million

LG

(September 30, 2006 $2.43 million) and the accumulated depreciation relating to

these assets was $0.97 million (September 30, 2006 $1.57 million).

NOTE 9 - INVENTORIES

Finished products .................
In-process products .
Raw materials

AT JINE 30,

(IN THOUSANDS)
cevevno §

22,099
4,466
6,048

Less: allowance for slow moving and

obsolete inventories ..........

e (6,841

AT SEPTEMBER 30,

(IN THOUSANDS)

$ 19,329
4,443
6,191

(7.110)

NOTE 10 - GAIN ON SALE OF LAND AND BUILDINGS

The gain of $312 arising on the sale of land and buildings in the nine months to

June 30, 2007 represents:

(a) The sale. on March 27. 2007, of land at the Company's
Sheffield, England that was surplus to current requirement

>ﬁ_mmMWﬁmws
s. Sale

proceeds were $294 and the cost of the land plus attributable expenses

amounted to §70.

(b) On July 27. 2006 the Company completed the sale of the remaining
element of its industrial site at St. Paul's Road, Wednesbury, England
for $4.756. The conditions of the sale agreement stipulated that the
Company could occupy the site, for a peppercorn rent, until November
30, 2006. In the financial statements for the year ended September 30,
2006, $83 of the gain on the sale of the site was deferred. This
deferral represented the fair value of rentals during the period of
occupation from the sale of the site until November 30, 2006, the
planned closure date. The Wednesbury site was vacated on schedule and
the deferred element of the gain was released to the profit and loss
account in the three month period to December 31, 2006 and is
accordingly included in the gain reported in the nine month period

ended June 30. 2007,
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SPEAR & JACKSON, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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NOTE 11 - MANUFACTURING AND GTHER RECRGANIZATION COSTS

FOR THE THREE MONTHS FOR THE NINE MONTHS
. ENDED ENDED
JUNE 30. JUNE 30, JUNE 30, JUNE 30,
2007 2006 2007 2006

(IN THOUSANDS) ~ (IN THOUSANDS)  (IN THOUSANDS)  (IN THOUSANDS)
Manufacturing and other
reorganization costs ...... (22) (592) (120 (1.820)

(1) Manufacturing and other reorganization costs of $22 and $120 have
been incurred in the three and nine months periods ended Tune 30, 2007,
vespectively. These are analyzed as follows:

(a) On January 25. 2006, the Company announced the closure of the
remaining element of its manufacturing site at Wednesbury, England. The
manufacturing and assembly functions formerly carried out at this site have been
out sourced to suppliers based outside the UK and all warechouse and distribution
operations previously performed at this location have now been transferred to
the Company's principal UK manufacturing site in Sheffield. The closure and
relocation of the Wednesbury facility was completed by November 30, 2006 and the
costs of this exercise, including employee severance payments, site closure
expenses, factory reorganization expenses, were provided for in the year ended
September 30. 2006. However, certain costs totaling $12 were not provided at
that date and provision was made for them in the quarter ended March 31. 2007.
Additionally, that element of employee severance costs relating to the payment
of loyalty bonuses for those employees staying until the site closure in
November 2006 was not provided for at September 30, 2006 and $10 was expensed to
the profit and logs in the quarter to December 31, 2006 in respect of such
bonuses.

ﬂov>agwﬂwosm~,<,W:m:mngmﬁﬁmaﬁommcﬁmswmﬁwo.woom.mwm
Company's UK subsidiary. Eclipse Magnetics Limited ("Eclipse"), announced the
cessation of certain manufacturing activities at its site in Sheffield, England.
Eclipse also announced that it would be relocating the remaining eclements of its
business to the group's Sheffield, Atlas site. Provisions were made at September
30, 2006 in respect of severance, relocation and empty property rentals and the
cessation of manufacturing and site relocation were completed by December 31,
2006, In the nine months to June 30, 2007 further provisions of $98 ($22 in the
quarter to June 30. 2007) were made with regard to increases in the amounts
previously provided re empty property rentals,

(II)  SUMMARY OF MOVEMENTS ON PROVISIONS IN RESPECT OF THE UK
MANUFACTURING AND REORGANIZATION PROGRAM

The Wednesbury site closure, the production rationalization at Atlas
and the restructuring at Eclipse form part of the Company's UK manufacturing
reorganization program which was initiated to regenerate and modernize key areas
of the hand and garden tools business. The closures have enabled the Company to
consolidate its two UK hand and garden tool manufacturing sites and will allow
the Company to develop a modern manufacturing, warehouse and distribution
facility which will be well placed to meet the current and future needs of its
customers

As at September 30, 2006 provisions of $3,730 were included within
accrued expenses and other liabilities as follows:

(a)  $1.387 was provided for in respect of severance. site closure
costs and factory reorganization costs in relation to the
Wednesbury site closure and Atlas reorganization.

13
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NOTE 11 - MANUFACTURING AND OTHER REORGANIZATION COSTS - CONTINUED

(b}

$299 was provided in respect of severance costs relating to

the cessation of certain manufacturing activities at Eclipse
and costs in connection with the relocation of its remaining

business to the Atlas site.

(c)

The Company also had a further provision of $2,044 in respect

of other UK manufacturing reorganization costs that was set up

if Previous vears,

Additionally, asset impairments write-downs of $i,767 were made at September 30,
2006 in respect of plant and machinery at the restructured operations.

The movements in the provisions balance between October 1, 2006 and

June 30, 2007 are as follows:

Included in Accrued Expenses and Other Liabilities:

AT SEPTEMBER 30,

(IN THOUSANDS)

EXCHANGE
MOVEMENTS

AMOUNTS
PROVIDED

( IN THOUSANDS)

AMOUNTS
PAID/UTILISED

¢ IN THOUSANDS)

AT JUNE 30,

Other UK reorganization costs 2,044 145 96 (265) 2,020
Wedneshury / Atlas costs .... 1,387 43 1n (1.,250) 163
Eclipse move ...oviiiivint. 299 22 - (319) 2
$ 3730 0% 210§ 7% % (1,834) § 2,185
Included in Property, Plant and Equipment:
Asset impairments ........... & 1,767 % 118§ (47 § (540) $ 1.29%
Total ..o i S 5,497 % 328 0§ 3208 (2,374) % 3,483
The movements in the provisions balance between April 1, 2007 and June
30, 2007 are as follows:
Included in Accrued Expenses and Other Liabilities
AT MARCH 31, AT JUNE 30,
................ EXCHANGE AMOUNTS AMOUNTS .
2007 MOVEMENTS PROVIDED PAID/UTILISED 2007

(IN THOUSANDS)

(IN THOUSANDS)

(IN THOUSANDS)

Other UK reorganization costs 2,042 45 22 (89) 2,020

Wednesbury / Atlas costs .... 181 4 - ﬂmyv «Hmw

Eclipse move ................ 22 7 - ﬁwmv (w
$ 2,245 § 56 % 22 % (138) § M,WWW

(b) Included in Property, Plant and Equipment:

Assel impairments ........... % 1.361 § K2 U - § (94) $ 1,208

Total . P 3.606 % 87§ 22 0% (232) % 3,483
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(IN THOUSANDS EXCEFT SHARES)

NOTE 12 - INCOME TAXES

Spear & Jackson is subject to income taxes in the US and in the other

overseas tax jurisdictions where its principal trading subsidiaries operate. The

(provision)/ benefit for US and foreign income taxes arising on its continuing

operations consists of:

FOR THE THREE MONTHS ENDED
JUNE 30, JUNE 30,
2007 2006

IN THOUSANDS ~ IN THOUSANDS

acﬂﬂmsﬁﬁmxwmo<wmwosw Aava ﬁawv
Deferred tax benefit - -

FOR THE NINE MONTHS ENDED
JUNE 30, JUNE 30,
2007 2006

IN THOUSANDS ~ IN THOUSANDS

$ (136) § (294)

566

$ (136) % 272

A reconciliation of the net (provision) benefit for income taxes
compared with the amounts arising at the US federal rate is as follows:

Tax at US federal statutory income tax rate .....
Overseas tax at rates different to effective rate
Adjustment to prior year overseas tax provisions

Gain on sale of UK property covered by losses

brought forward ...... ... oo
Settlement of class litigation .....vvvneeennn..
Permanent differences .....oovvvvviniinennini.n.
Valuation allowance .........cviiiiiiiiinnnnnn.
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FOR THE THREE MONTHS
ENDED
JUNE 30, JUNE 30,
2007 2006

IN THOUSANDS ~ IN THOUSANDS

-

$ 94 § 958
46 (190)

- (179)

(31) (40)

(150) (590)

$ (41) % (41)

FOR THE NINE MONTHS

ENDED
JUNE 30, JUNE 30,
2007 2006

IN THOUSANDS ~ IN THOUSANDS
$ 41§ 2,399
19 (526)
- (89)

67 -
- (179)
(123) (112)
(440) (1,221)

$ (136) $ 272




SPEAR & JACKSON, INC. AND SUBSIDIARIES
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(IN THOUSANDS EXCEPT SHARES)

NOTE 12 - INCOME TAXES - CONTINUED

The Company follows the provisions of SFAS No. 109, "Accounting for
Income Taxes", which require the Company to recognize deferred tax liabilities
and assets for the expected future tax consequences of events that have been
recognized in the Company's financial statements or tax returns using the
liability method. Under this method, deferred tax liabilities and assets are
determined based on the temporary differences between the financial statement
carrying amounts and tax bases of assets and liabilities using enacted rates in

effect in the vears in which the differences are expected to reverse.

Deferred income tax expense or benefit is based on the changes in the
asset or liability from period to period. Deferred tax assets are reduced by a
valuation allowance when, in the opinion of management, it is more likely than
not that some portion or all of the deferred tax assets will not be realized.
The Company reviews the recoverability of its deferred tax assets and, based on
such periodic reviews, the Company could recognize a change in the valuation
allowance relating to its deferred tax assets in the future should, for example,
estimates of forecast taxable income be reduced or other favorable or adverse
events occur.

In the nine month period ended June 30, 2007, the potential income tax
benefit relating to the Company's U.S. and non-U.S. subsidiary losses arising in
the period has been offset by a valuation allowance. In assessing the Company's
ability to realize its deferred tax assets, management considered the scheduled
reversal of deferred tax liabilities, projected future taxable income and tax
and other strategic planning initiatives. Future reversal of the valuation
allowance will be achieved either when the tax benefit is realized or when it
has been determined that it is more likely than not that the benefit will be
realized through offset against future taxable income.

The majority of the Group's deferred tax asset relates to timing
differences originating in its UK subsidiaries. Such deferred tax balances have
been provided at 30%. Legislation, which was enacted in July 2007, will reduce
the rate to 28%. If this new tax legislation had been formally enacted prior to
JTune 30, 2007, the effect on the Group' condensed consolidated financial
statements for the nine months ended on that date would have been as follows:

(1) The income tax provision would reduce by $165 resulting in an
income tax benefit of $29.

(ii) The deferred tax asset of $17,983 would reduce by $1,199 to
$16,734.

(i11) The net of tax minimum pension liability adjustment of $47,734
would increase by $1,365 to $49,099.
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SPEAR & JACKSON, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(IN THOUSANDS EXCEPT SHARES)

NOTE 13 - COMPREHENSIVE INCOME

Comprehensive income represents net income and other revenues,
expenses, gains and losses that are excluded from net income and recognized
directly as a component of stockholder's equity. Comprehensive income and its
components comprise the following:

FOR THE THREE MONTHS ENDED FOR THE NINE MONTHS ENDED
JUNE 30, JUNE 30, JUNE 30, JUNE 30,
2007 2006 2007 2007

(IN THOUSANDS)  (IN THOUSANDS)  (IN THOUSANDS)  (IN THOUSANDS)

NEt 1OSS vorrreriiiieeeeeiinnenniienene.  $ (309 $ (2,776)  $ (1,110 § (6,582)
Other comprehensive income (loss)
Additional minimum pension liability ... (1,074) (2,342) (3,287) (1,993)
Foreign currency translation adjustments 2,042 3,823 5,600 2,271
Unrealized (losses) gains on derivative
INSTIUMENLS vttt irr i ciccrerecnenes (40) (3 (46) 7
Total comprehensive income (loss) ........ § 619 § (1,826) $ 1,157 % (6,291)

NOTE 14 - SEGMENT DATA

The Company's principal operations relate to the manufacture and
distribution of a broad line of hand tools, lawn and garden tools, industrial
magnets and metrology tools. These operations are conducted through business
divisions located primarily in the United Kingdom, France, the Netherlands, USA,
Australasia and China.

Given below are summaries of the significant accounts and balances by
business segment and by geographical location, reconciled to the consolidated
totals. In both periods, transactions and balances applicable to the Company's
distribution companies in France, Australia and New Zealand have been aggregated
with the hand and garden product businesses since these products represent the
most significant proportion of the distribution companies' trades. Those
transactions relating to the Company's distribution entities in the Netherlands
and China have been included in the Metrology division disclosures. The
summaries also provide an analysis of the accounts and balances between
continuing and discontinued operations.

The financial information of the segments is regularly evaluated by the
corporate operating executives in determining resource allocation and assessing
performance and is reviewed by the Company's Board of Directors.

The Company's senior management evaluates the performance of each
business segment based on its operating results and, other than general
corporate expenses, allocates specific corporate overhead to each segment.
Accounting policies for the segments are the same as those for the Company.

The following is a summary of the significant accounts and balances (in
thousands) by business segment, reconciled to the consolidated totals.
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NOTE 14 - SEGMENT DATA - CONTINUED

Hand & garden tools ....
Metrology tools ...,
Magnetic products .
Corporate ......vvuve...

Total ..o
Attributable to:
Continuing operations

Discontinued operations

Hand & garden tools
Metrology tools ........
Magnetic products .
Corporate

Total ..o oia,
Attributable to:
Continuing operations

Hand & garden
Metrology tool
Magnetic products ......
Corporate ... oo ou..

tools ...
S

Total

Attributable to:
Continuing operations

Discontinued operations

(a)

(b)

for the nine months to June 30,

respect of assets

SALES

THREE MONTHS ENDED

TUNE 30, JWNE 30,
2007 2006

$ 20,133 §17.580

5,327 4,103

3.270 2,964

LONG-LIVED ASSETS (a)

AT
JTUNE 30, TUNE 30,
2007 2006
» 3,600 % 4,886
3,193 2,967
338 159
10,223 9,662
$ 17,355 §  17.674

SALES

NINE MONTHS ENDED
JUNE 30,  JUNE 30.

2007 2006
§ 58,420 ¥ »a.632
15,231 12,728
9,055 8,375
$ 82,715 § 75,735

LONG-LIVED ASSETS (a)

AT
TUNE 30, JUNE 30.
2007 2006
$ 3,601 $ 4.886
3,193 2,967
338 159
10,223 9.662
$ 17,355 § 17.674

$ 28,730 % 24,647 § 17,355 0§ 17.674  § R2TIS § 75,145 § 17,355 % 17,674

$ -5 - 8 - § - % -5 590§ - 5 -

$ 28,730 $ 24,647 § 17.355 § 17.674 § 82,715 §$ 75,735 $17.355 § 17,674

DEPRECTATION CAPITAL EXPENDITURE (b) DEPRECIATION CAPITAL EXPENDITURE (b)
THREE MONTHS ENDED THREE MONTHS ENDED NINE MONTHS ENDED NINE MONTHS ENDED
JUNE 30, JUNE 30, JUNE 30, TUNE 30. JUNE 30, JUNE 30, JUNE 30, JUNE 30,

2007 2006 2007 2006 2007 2006 2007 2006

% 303 %8 478§ 231 % 83 % § L2158 0% 1,562 ¢ 621

84 7 118 46 173 275 583

29 86 (10) 2 236 270 9

56 50 41 - 151 41 -

$ 472 % 691§ 380 % 31§ 1,409 § 1775 § 2,148 % 1.213

472 % 69l § 380§ 31§ 1.409 § 1775 § 2,148 % 1,213

THREE MONTHS ENDED THREE MONTHS ENDED NINE MONTHS ENDED
JUNE 30,  JUNE 30,  JUNE 30, JINE 30, JINE 30,  JUNE 30,
2007 2006 2007 2006 2007 2006
< “
$ (1076 $ (2.309) § (31) % (73 $(2.282) § (6,05 § (L0 § (109)
652 4 (9) () 1.556 941 (17} (15)
413 19 (N (H 619 387 (n (4)
(364) (960 40 38 (1157 (2.20 156 103
$ Q75 $(2.73) § (7§ (38) § (1.264) § (6,940) § 18 % (23)
§ G375 52§ (7§ (38) § (1.264) $ (6,851 § 18 % (25)
$ - § (1§ -3 - % - § (89) % - % -
$ (375 $2.734) § (7 % (3% $ 188 (25)

$(1.264) § (6.940)

Represents property, plant and equipment, net.
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SPEAR & JACKSON, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
( IN THOUSANDS ENCEPT SHARES)

The

SWLES (a)

following table presents certain data by geographic areas (in thousands):

LONG-LIVED ASSETS (b)

SALES (&)

LONG-LIVED ASSETS (b)

HREE MONTHS ENDED AT NINE MONTHS ENDED AT
JUNE 30,  JUNE 30. JUNE 30, JUNE 30, JUNE 30, JUNE 30, JUNE 30. Ezm 5
2007 2006 2007 2006 2007 2006 2007 2006
United Kingdom ..ovvvvvvenv.o $12.791 § 10,893 $ 15.230 % 15.800 & ww.dw $ 33,402 $ 15,230 § G.wmo
mf.og B e 6,578 5.668 1,244 1,171 20,065 S.omw _bmw w;ﬂw
AUSLIRIASIA toroo e 3RIS 30366 488 w1208 10.433 488 388
(R ATOTICA o ooe 2,700 1,836 : - 6,063 5.36 - .
mwwwm Wmmwmmmﬁ of World ..... M.mﬁ,m 2,484 393 314 9,880 9,617 393 wTW
Total v m.,.wmﬁo @wa@ﬁ % 17.355 % 17.674 § 82,015 § 75,735 § 17,355 $ 17.674
Atributable to: i
:ﬂmomwwzswsmc%mﬂ,mﬁwo:m o0 528,730 24647 % 17,355 % 17,674  $ 82,715 § .Ewwm w 17,355 M :..mqw
Discontinued operations .. § - % - % - % H w.,\}..u %.‘.‘Hp, 58
wwmqpm w!mw,mﬁ § 17,355 % 17.674  § 82,715 § 75,735 § 17,355 $ 17.674
DEPRECTATION CAPITAL EXPENDITURE (¢) DEPRECIATION APITAL EXPENDITURE (c)
,ﬁ.ﬁhmzoﬂﬂzﬂ ......... ‘W.mm.mww.&ozamm ENDED NINE MONTHS ENDED zEm MONTHS ngw@
TINF 30, JUNE 30, JINE 30. JUNE 30, JUNE 30, JUNE 30, JUNE 30, JUME 30,
2007 2006 2007 2006 2007 2006 2007 2006
Mited Kingdom .ooooovocoee $ 0 31§ S0 § 105 8§ 98 $ 1,495 § 1,55 § 938
EUTODE «vvnriecnanninn 64 37 61 13 212 110 256 47
Australasia ..o o oo 63 50 131 9 179 156 191 20
China and Rest of World ..... 14 14 83 20 36 14 106 199
Total ... ceec %S 4T % 61§ 380§ 131§ 1.409 $ 1775 § 2,148 § 1212
Atributable to:
Continuing operations .... § 472§ 691 360 % 131§ 1,409 § 1775 % 2.148 % 1213

THREE MONTHS ENDED NINE MONTHS ENDED
JUNE 30, JUNE 30. IINE 30, JUNE 30, JUNE 30, JUNE 30, JUNE 30, JUNE 30.
2007 2006 2007 2006 2007 2006 2007 2006
. N p
united Ringdom ..o oooios 8 €226) § (1.842) § 4 % (40) § (1,400) $ (6,019 § 43 % (72
FUTODE oo e 93 41 (35) (45) 582 401 (1263 (37}
Australasia oooooonaas. . (26) (82) 17 12 116 97y 57 37
North America «oooovvvinien.. 97 (805) 13 35 (25T {1,055y 44 97
China and Rest of World ..... 119 (46) (6) - (305) (170) - -
Total oo 8 (375 5 (273 8 (N 3% (38) § (1,264) § (6.940) § 18§ (25)
Atributable to:
Continuing operations .... § (375 $(2.72%) § () § (3%) $ (1,264) § (6,851) § %8 § (25)
Discontinued operations . $ -8 dbh § - % - % N - % -
$ 375 $ Q73 % (7§ (38) & (1.264) § (6,940) § 18 % 25

(a) Sales are attributed to geographic areas based
Customers.

(b)  Represents property, plant and equipment, net.

(c)

on the location of the

Capital expenditure or for the three months to June 30, 2007 includes $154
(2006- $31) in regpect of assets under finance leases. Capital expenditure

for the nine months to June 30, 2007 includes $1,059 (2006- $475) in

respect of assets under finance leases.




SPEAR & TACKSON, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(IN THOUSANDS EXCEPT SHARES)

NOTE 15 - LEGAL PROCEEDINGS

On April 15, 2004, the US Securities and Exchange Commission filed suit
in the U.S. District Court for the Southern District of Florida against the
Company and Mr. Dennis Crowley, its then current Chief Executive
Officer/Chairman, among others, alleging violations of the federal securities
laws. Specifically with regard to the Company, the SEC alleged that the Company
violated the SEC's registration, anti-fraud and reporting provisions. These
allegations arise from the alleged failure of Mr. Crowley to accurately report
his ownership of the Company's stock, and his alleged manipulation of the price
of the Company's stock through dissemination of false information, allowing him
to profit from sales of stock through nominee accounts. On May 10, 2004, the
Company consented to the entry of a preliminary injunction. without admitting or
denying the allegations of the SEC complaint. The SEC is continuing its
investigation into pension issues. The Company is offering its full cooperation.

As a further measure, the Court appointed a Corporate Monitor to
oversee the Company's operalions. In addition to Mr. Crowley consenting to a
preliminary injunction the Court's order also temporarily barred Mr. Crowley
from service as an officer or director of a public company, and prohibited him
from voting or disposing of Company stock. Although Soneet Kapila has continued
to serve as Corporate Monitor for the Company, on January 10, 2007. he applied
to the Court to terminate the role of Corporate Monitor having amﬁmqswzma that
his function was no longer necessary. As discussed below, on January 22, 2007
the Court entered the order to relieve the Corporate Monitor of his duties.

Following Mr. Crowley's suspension. the Board appointed Mr. J.R.
Harrington, & member of its Board of Directors, to serve as the Company's
interim Chairman. Mr. William Fletcher. a fellow member of the Company's Board
of Directors, who, until October 27. 2004, was the Company's Chief Financial
Officer, and who is a director of Spear & Jackson plc, based in Sheffield,
served as acting Chief Executive Officer. Following mxﬁm:mw<m settlement
negotiations with the SEC and Mr. Crowley. the Company reached a resolution with
both parties. On September 28, 2004, Mr. Crowley signed a Consent to Final
Judgment of Permanent w:acamsr with the SEC, without admitting or denying the
allegations included in the complaint. which required a disgorgement and payment
of civil penalties by Mr. Crowley consisting of a disgorgement payment of
$3.765.,777 plus prejudgment interest in the amount of $304,014, as well as
payment of a civil penalty in the amount of $2.000.000. In May 2005, the SEC
applied to the Court for the mmmo_:ﬁsasﬁ of an administrator for the
distribution of these funds as well as funds collected from co- defendants
International Media Solutions, Inc.. Yolanda Velazquez and Kermit Silva, who are
not affiliated with the Company, to the victims of their actions, pursuant to
the Fair Funds provisions of the Sarbanes-Oxley Act of 2007.

On November 18, 2004, the Company signed a Consent to Final Judgment of
Permanent Injunction with the SEC pursuant to which the Company. without
admitting or denying the allegations included in the Complaint filed by the
Commission, consented to a permanent injunction from violation of various
sections and rules under the Securities Act of 1933 and the Securities Exchange
Act of 1934, No disgorgement or civil penalties were sought from, or ordered to
be paid by, the Company.

Additionally, the Company entered into a Stock Purchase Agreement with
FNC Tool Holdings LLC ("PNC") and Mr. Crowley, the sole member of PNC, Under the
Stock Purchase Agreement, the moscw:< acquired, for $100, and other good and
valuable consideration, 6,005,561 common shares of the Company held by PNC,
which represented approximately S1.1% of the outstanding common shares of the
Company at December 31, 2004, and which constituted 100% of the common stock
held by such entity. The parties also executed general releases in favor of each
other subject to the fulfiliment of the conditions of the Stock Purchase
Agreement. The Stock Purchase Agreement was effected on April 8. 2005. following
formal approval by the SEC on February 10, 2005 and. on February 15, 2005, by
the U.5. District Court for the Southern District of Florida of the settlement
of the litigation captioned SEC v. Dennis Crowley. Spear & Jackson, Inc..
International Media Solutions, M:o.. Yolanda Velazquez and Kermit Silva (Case
No: 04-80354-civ-Middlebrooks). The Stock Purchase Agreement was further
conditioned on, among other things, the disgorgement and civil penalty funds
being paid by Mr. Crowley. These monies have been received and are being
administered for the benefit of the victims of the alleged fraud by a court
appointed administrator pursuant to the Fair Funds provision of the
Sarbanes-Oxley Act of 2002.
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SPEAR & JACKSON, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(IN THOUSANDS EXCEFT SHARES)

NOTE 15 - LEGAL PROCEEDINGS - CONTINUED.

With the return of the Spear & Jackson shares to the Company by PNC,
the stockholders of the Company had their percentage stock interest increase
ooqﬁmmco:awsm_w. Jacuzzi Brands, Inc. ("Jacuzzi"), which is a beneficial owner
of 3,343,281 shares of common stock. had its interest in the Company increased
to approximately 61.8% of the outstanding common stock.

o mcwmmacmsﬁ to the SEC action a number of class action lawsuits were
initiated in the U.S. District Court for the Southern District of Florida by
Company stockholders against the Company, Sherb & Co. LLP. the Company's former
independent auditor, and certain of the Company's directors and officers.
including Mr. Crowley, the Company's former Chief Executive Officer/Chairman,
and Mr. Fletcher, the Company's former CFO and current acting Chief Executive
Officer. These suits alleged essentially the same claims as the SEC suit
discussed above.

These various class action suits were subsequently consolidated.
Thereafter. the defendants filed certain Motions to Dismiss with regard to the
Complaint and on October 19, 2005, the U.S. District Court for the Southern
District of Florida in Re Spear & Jackson Securities Litigation entered its
Order regarding these Motions. The Order denied the Company's motion as well as
that of Mr. Crowley, the fommer Chief Executive Officer of Spear & Jackson. The
Court granted the Motion to Dis on behalf of Mr. Fletcher, the Company's
interim Chief Executive Officer, and also granted the Motion to Dismiss on
behalf of the Company's former independent auditor, Sherb & Co.. LLP. The class
plaintiff has subsequently filed an appeal regarding the trial court's decision
to dismiss the case against Sherb & Co.. LLP, which appeal is presently pending.
No appeal was filed with respect to the decision to dismiss the case against Mr.
Fletcher.

On July 7, 2006 the Company. Dennis Crowley and the Class Plaintiff
reached a Memorandum of Understanding ("MOU") which confirmed that the
plaintiffs, the Company and Dennis Crowley had reached an agreement in principle
for the settlement of this litigation, subject to Court approval. According to
the terms of the MOU. the Company deposited $650.000 into a Qualified Settlement
Fund. for disbursement to the Settlement Class pending approval of the Court.
Subsequent to this Sherb & Co. also agreed to the terms of the Settlement
agreeing to contribute an additional $125,000.

On November @, 2006, the Stipulation of Settiement was fited with the
Court for preliminary approval. On January 31, 2007, the Court entered its Order
Preliminarily Approving Settlement and Providing for Notice and Setting Class
Action Statutory Settlement Hearing. The Order, for purposes of the proposed
settlement certified a "Settlement Class" of persons (with certain exceptions)
who purchased the Company's common stock between February 1. 2002 and April 15,
2004. The Order also approved as to form and content the Notice of Pendency and
Proposed Settlement of Class Action and Summaty Notice. The Settlement hearing
was set for May 11, 2007 to determine whether the terms of the Settlement were
fair, just, reasonable and adequate to the Settlement Class and should be
approved by the Court:; whether a final judgment should be entered dismissing the
litigation: whether the proposed plan of allocation should be approved; and to
determine the amount of fees and expenses to be awarded to the plaintiffs' tead
counsel. The Order also appointed a claim administrator and provided for notice
to those who sought exclusion from the Settlement Class.

On January 10, 2007, Soneet Kapila applied to the Court to terminate
the role of Corporate Monitor having determined that his function was no longer
necessary. On January 22, 2007 the Court entered the order to relieve the
Corporate Monitor of his duties.

On May 11, 2007, the US District Court for the Southern District,
sitting in West Beach, Florida, heard the Plaintiff's motion for Final Approval
of the Class Action Settlement and Plan of Approval, to which there were no
objectors or class members that opted out of the settlement. On May 14, 2007,
the Court signed the Final Judgment thus forever extinguishing all of the class
claims against the Company and barring any claims for contribution by third
parties. The Final Judgment made clear that the settlement was not an admission
of wrongdoing or liability by the company.
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SPEAR & JACKSON, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(IN THOUSANDS EXCEPT SHARES)

NOTE 15 - LEGAL PROCEEDINGS - CONTINUED.

On September 6, 2005, the Company was served with a Shareholder
Derivative Complaint, Hapka v. Crowley, et al. Case No: CA005068, filed on June
1, 2004 in the Circuit Court for Palm Beach County, Florida. The suit named the
Company as nominal defendant. Also named as defendants were former directors,
Robert Dinerman, William Fletcher and John Harrington, in addition to Dennis
Crowley and the Company's prior independent auditors, Sherb & Co. LLP. The suit
contains essentially the same factual allegations as the SEC suit, which was
filed in April 2004 in the U. S. District Court for the Southern District of
Florida, and the series of class actions claims initiated in the U.S. District
Court, but additionally alleges state law claims of breaches of fiduciary duty,
abuse of control, gross mismanagement, waste of corporate assets, unjust
enrichment and lack of reasonable care by various or all the defendants.

In August 2006 the Company entered into a settlement agreement with the
plaintiff by agreeing to accept certain changes to its corporate governance
procedures and the payment of $70,000 in legal fees. The settlement was filed
with the Court in early November 2006.

On February 2, 2007, the Circuit Court entered a Preliminary Approval
Order preliminarily approving the partial settlement pursuant to the Stipulation
of Settlement between plaintiff and the Company, including its former directors
William Fletcher, John Harrington, and Robert Dinerman. The Court set May 29,
2007 at 8a.m. at the West Palm Beach County Courthouse, for the Settlement
Hearing to determine (i) whether the terms of the Partial Settlement are fair,
just reasonable and adequate to the derivative stockholders and to the Company,
and should be approved by the Court; (ii1) whether a final judgment should be
entered dismissing the litigation and releasing the defendants Spear & Jackson,
as described in the Stipulation; and (iii) to determine the amount of fees and
expenses to be awarded to plaintiffs’ counsel. The Order approved as to form and
contents the Notice of Partial Settlement and the mailing and distribution
process. The Order also provided for notice to those who sought exclusion from
the settlement. -

On May 29, 2007, the Circuit Court in Palm Beach County entered a Final
Judgment and Order approving the settlement and award of attorneys' fees and
expenses detailed in the Stipulation, resulting in the dismissal of the suit and
the release of the Company and certain officers and directors.

Additionally, the Company is, from time to time, subject to legal
proceedings and claims arising from the conduct of its business operations,
including litigation related to personal injury claims, customer contract
matters, employment claims and environmental matters. While it is impossible to
ascertain the ultimate legal and financial liability with respect to contingent
liabilities including lawsuits, the Company believes that the aggregate amount
of such liabilities, if any, in excess of amounts accrued or covered by
insurance, will not have a material adverse effect on the consolidated financial
position or results of operations of the Company.
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[TEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS,

GENERAL

The following information should be read in conjunction with the consolidated
financial statements and notes hereto and other information set forth in this
report,

FORWARD LOOKING STATEMENTS

This report (including the information in this discussion) contains
forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934,
as amended. These forward-looking statements involve risks and uncertainties,
including statements regarding the Company's capital needs, business strategy
and expectations, and are being made pursuant to the safe harbor provisions of
the Private Securities Litigation Reform Act of 1995. Any statements contained
herein that are not statements of historical facts may be deemed to be
forward-looking statements. Terminology such as "may", "will”, "should"”,
"believes", "estimates", "plans", "expects”. "attempts”, "intends",
“anticipates", "could", "potential” or “continue”. the negative of such terms,
or other comparable terminology. are intended to identify forward-looking
statements,

In evaluating any forward-looking statements, you should consider various risk
factors, including those summarized under "Risk Factors". below, and those
described in other sections of this report, in the other reports the Company
files with the SEC and in the Company's press releases. Such factors may cause
the Company's actual results to differ materially from any forward-looking
statement. The Company disclaims any obligation to publicly update the
statements, or disclose any difference between its actual results and those
reflected in the statements. With respect to all such forward-looking
statements, the Company seeks the protection afforded by the Private Securities
Litigation Reform Act of 1995.

RISK FACTORS

Historically. Spear & Jackson. Inc. ("Spear & Jackson", “the Company"., "we") has
achieved growth by the development of new products, strategic acquisitions and
expansion of the Company's sales organization. There can be no assurance that
the Company will be able to continue to develop new products. effect corporate
acquisitions or expand sales to sustain rates of revenue growth and
profitability in future periods. Any future success that the Company may achieve
will depend upon many factors including factors which may be beyond the control
of the Company or which cannet be predicted at this Lime.

Although we believe that our expectations are based on reasonable assumptions
within the bounds of our knowledge of our business and operations, actual
results may differ materially from our expectations. Uncertainties and factors
which could cause actual results or events to differ materially from those set
forth or implied include. without limitation:

THE COMPANY IS SUBJECT TO A NUMBER OF SIGNIFICANT RISKS THAT MIGHT CAUSE THE
COMPANY'S ACTUAL SALES TO VARY MATERIALLY FROM ITS FORECASTS. TARGETS. OR
PROJECTIONS, INCLUDING:

- achieving planned revenue and profit growth in each of the Company's
business units;

- changes in customer requirements and in the volume of sales to
principal customers;

- renewal of material contracts in the Company's business units
consistent with past experience:

- the timing of orders and shipments:

- emergence of new competitors or consolidation of existing competitors:

- continued absence of consolidation among key customers;

- industry demand fluctuations.
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Our expectations for both short- and long-term future net revenues are based on
our own estimates of future demand. Orders from our principal customers are
ultimately based on demand from end-users and such prospective end-user demand
can be difficult to measure. Low end-user demand would negatively affect orders
we receive from distributors and other principal customers and this would mean
that our revenues in any fiscal period could be adversely impacted. If our
estimates of sales are not accurate and we experience unforeseen variability in
our revenues and operating results, we may be unable to adjust our expense
levels accordingly and our profit margins will be adversely affected.

A number of our products are sold through distributors and large retailers. No
assurances can be given that any or all such distributors or retailers will
continue their relationship with us. Distributors and other significant retail
customers cannot easily be replaced and the loss of revenues and our inability
to reduce expenses to compensate for the loss of revenues could adversely affect
our net revenues and profit pargins.

With the growing trend toward retail trade consolidation, especially in the
developed US. European and Australasian markets, certain of our product groups
are sold to key retailers whose bargaining strength is growing. Accordingly. we
face greater pressure from such significant retail trade customers to provide
more favorable trade terms with, accordingly. the risk of margin dilution. We
can also be negatively affected by changes in the policies of our material
retail trade customers, particularly with regard to the reduction of trade
inventory levels, access to shelf space, and other conditions.

The market for certain of the Company's products is subject to economic
conditions affecting the industrial manufacturing sector. including the level of
capital spending by industrial companies and the general movement of
manufacturing to low cost foreign countries where the Company may not have a
competitive market presence. Accordingly, economic weakness in the industrial
manufacturing sector may result in decreased demand for certain of the Company's
products, which will impact negatively on the Company's trading performance.
Economic weakness in the consumer market will also have a detrimental effect on
the Company's profitability. In the event that demand for any of the Company's
products declines significantly, the Company could be required to recognize
certain costs as well as asset impairment charges on long-lived assets related
to those products.

RISKS ASSOCIATED WITH THE SUCCESSFUL AND TIMELY INTEGRATION OF ANY SIGNIFICANT
BUSINESSES ACQUIRED BY THE COMPANY AND REALIZATION OF ANTICIPATED SYNERGIES:

The Company has made. and in the future may make. acquisitions of, or
significant investments in. businesses with complementary or aligned products
and services or in new start up businesses. Acquisitions imvolve numerous risks.
including but not limited to: (1) diversion of management's attention from other
operational matters; (2) inability to complete acquisitions along anticipated
timescales, or at all; (3) lack of success in realizing anticipated synergies
from acquisitions and investments (4) weaknesses in acquired company's internal
controls: (5) worse-than-expected performance of the acquired company or its
product offerings: (6) unknown, underestimated and/or undisclosed commitments or
liabilities; (7) failure to integrate and retain key employees: and (8)
unsuccessful integration of operations. The Company's inability to effectively
manage these risks could materially and adversely affect the Company's business,
financial condition and results of operations.

RISKS ASSOCIATED WITH MAJORITY STOCKHOLDER

As detailed in the footnotes to the consolidated financial statements. on July
28, 2006, the Company's majority stockholder. Jacuzzi Brands, Inc. (“Jacuzzi"),
completed the sale of its 61.8% stockholding in Spear & Jackson, Inc. to United
Pacific Industries Limited, a Bermuda corporation., and its wholly owned
subsidiary Pantene Global Holdings Limited (collectively, "UPI"). This change in
ownership and control of the Company may have a significant impact on its future
strategy, the way that it conducts its operations and the size and composition
of its earnings and net assets, since UPI can influence substantially all
matters requiring stockholder approval by simple majority in excess of 50%,
including the election of directors. the approval of significant corporate
transactions, such as acquisitions, the ability to block an unsolicited tender
offer and any other matter requiring a vote of shareholders.

Additionally, based on its majority ownership, UPI is in position to complete a
merger or other transaction involving the Company, subject to compliance with
applicable regulatory requirements, which could result in the elimination of
minority stockholders.
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UPI paid Jacuzzi $1.40 per share for its shares of common stock of the Company
and agreed that for a one-year period following the closing of its acquisition
of the majority interest in the Company, should UPI or any of its affiliates
acquire any additional shares of the Company, the purchase price per share would
not be less than $1.40.

On May 14, 2007, UPI made a formal offer to the Company to acquire its remaining
38.2% of outstanding shares of common stock of US$0.001 par value per share
("S&J Shares") not already owned by UPI for an aggregate cash consideration of
US$3,251.510 representing a price of US$1.483 ("the Acquisition™).

Following extensive discussions between UPI and the Company's Finance Committee,
a revised offer price of US$1.96 per share was agreed representing a total
amount due to the minority shareholders of US$4,297,343. Consequently, on June
22, 2007 the Company entered into a definitive merger agreement (the
"Agreement”) with UPI, under the terms of which the Company will be merged with
a newly formed Nevada corporation (the "Merger Sub"). At the effective date of
the merger the separate existence of the Company will cease and the Merger Sub
will continue as the surviving corporation. Accordingly. the stockholders of the
Company (other than UPI, Pantene Global Holdings Limited, any of their ssowww
owned subsidiaries, Merger Sub and any Company stockholders who exercise their
dissenter's rights) will receive a cash payment of US$1.96 per share. Dissenters
will be entitled to seek court adjudication as to the fair value of their
shares.

RISKS CONCERNING THE CONTINUING AVAILABILITY OF APPROPRIATE RAW MATERIALS AND
FACTORED PRODUCTS:

The Company's business units source raw materials, component parts and factored

goods from a wide range of domestic and foreign suppliers. If the business units
experience difficulties in obtaining sufficient supplies of such items as a
result of component prices becoming unreasonable, interruptions in supply due to
natural disaster, economic or political difficulties. changes in regulatory
requirements and tariffs, quarantines or other restrictions. the Company would
experience resultant delays in the shipping of its products to customers which
would have a negative impact on our revenues.

RISKS CONCERNING THE MAINTAINING AND IMPROVEMENT OF CURRENT PRODUCT MIX:

We may experience unfavorable shifts in product mix or reductions in demand for
a product or products that could dilute margins or limit our ability to spread
manufacturing costs over normal levels of sales volume.

RISKS RELATING TO INCREASING PRICE, FRODUCTS AND SERVICES COMPETITION:

The markets for our products are characterized by intense competition and
pricing pressures. We compete with businesses having substantially greater
financial. research and development. manufacturing, marketing, and other
resources. If we are not able to continually design, manufacture. and
successfully introduce new or enhanced products or services that are comparable
or superior to those provided by our competitors and at comparable or better
prices, we could experience pricing pressures and reduced sales, profit margins,
profits, and market share, each of which could have a materially adverse effect
on the Company‘s sales and margins.

RISKS IN CONNECTION WITH CHANGES IN COMPANY INVENTORY LEVELS:

Our inventory is subject to risks of changes in market demand for particular
products. Our inability to obtain critical parts and supplies or any resulting
excess and/or obsolete inventory could have an adverse impact on our results of
operations.

RISKS CONCERNING THE TIMELY IMPLEMENTATION OF THE COMPANY'S RESTRUCTURING
PROGRAMS AND FINANCTAL PLANS:

The Company continues to evaluate plans to consolidate and recrganize some of
its manufacturing and distribution operations. There can be no assurance that
the Company will be successful in these efforts or that any consolidation or
reorganization will result in revenue increases or cost savings to the Company.
The implementation of these reorganization measures may disrupt the Company's
manufacturing and distribution activities, could adversely affect operations.
and could result in asset impairment charges and other costs that will be
recognized if and as these reorganization or restructuring plans are implemented
or the related obligations are incurred.

25



RISKS INHERENT IN OUR DEPENDENCE ON INTERNATIONAL SALES AND FOREIGN OPERATIONS:

Our principal business locations are situated in the UK. France, the
Netherlands, Australasia and China and we generate sales from many areas of the
world involving transactions denominated in a variety of currencies. The Company
is subject to currency exchange rate risk to the extent that its costs are
denominated in currencies other than those in which its revenues are derived. In
addition, since our financial statements are denominated in U.S. dollars,
changes in currency exchange raies between the U.S. dollar and other currencies
have had, and will continue to have, an impact on our earnings and net assets.
Accordingly, we cannot be certain that currency exchange rate fluctuations will
not adversely affect our future results of operations and financial condition.
As explained above, a significant proportion of sales are made by our
businesses, particularly those in the UK, into foreign export markets. We
anticipate that the portion of our total revenue from international sales will
continue to increase as we further enhance our focus on developing new products,
establishing new business partners and strengthening our presence in key growth
areas. These overseas interests will therefore be subject to various financial
and operating risks that arise from conducting business internationally,
including:

- unexpected changes in, or the imposition of, additional legislative or
regulatory requirements in the various geographical regions where the
Company operates ;

- fluctuating exchange rates;

- tariffs and other barriers:

- difficulties in staffing and managing foreign sales operations;
- import and export restrictions:

(mammﬁmﬁgwwmwosyﬁwmmwsmooocsﬁmamomw<m¢wmoowbmomwo:m5gHosmmq
payment cycles:

- potentially adverse tax consequences;

- potential hostilities and changes in diplomatic and trade
relationships.

RISKS CONCERNING THE CONTINUING DEVELOPMENT AND MAINTENANCE OF APPROPRIATE
BUSINESS CONTINUITY PLANS FOR THE COMPANY'S PROCESSING SYSTEMS:

Our results could be adversely affected if we are unable to implement
improvements in our reporting systems without significant interruptions in our
accounting. order entry, billing, manufacturing and other customer support IT
functions.

Additionally, should employee time and advisory costs to be incurred in respect
of compliance with Section 404 of the Sarbanes-Oxley Act 2002 be higher than
management's expectations, this may also have a negative impact on Company
earnings.

RISKS IN CONNECTION WITH ATTRACTING AND RETAINING QUALIFIED KEY EMPLOYEES:

The success of the Company's efforts to grow its business depends on the
contributions and abilities of key executive and operating officers and other
personnel. The Company must therefore continue to recruit, retain and motivate
management and operating personnel sufficient to maintain its current business
and support its projected growth. A shortage of these key employees might
jeopardize the Company's ability to meet its growth targets.

RISKS RELATING TO MATERIAL BREACHES OF SECURITY OF ANY OF THE COMPANY'S SYSTEMS:

The Company's management is responsible for establishing and maintaining
adequate internal control over financial reporting. Internal control over
financial reporting is a process to provide reasonable assurance regarding the
reliability of financial reporting for exiernal purposes in accordance with
accounting principles generally accepted in the United States of America.
Internal control over financial reporting includes: maintaining records that in
reasonable detail accurately and fairly reflect the Company's transactions;
providing reasonable assurance that transactions are recorded as necessary for
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preparation of the financial statements; providing reasonable assurance that
receipts and expenditures of the Company's assets are made in accordance with
management authorization; and providing reasonable assurance that unauthorized
acquisition, use or disposition of the Company assets that could have a material
effect on the financial statements would be prevented or detected on a timely
basis. Because of its inherent limitations, internal control over financial
reporting is not intended to provide absolute assurance that a misstatement of
the Company's financial statements would be prevented or detected. Any failure
to maintain an effective system of internal control over financial reporting
could limit the Company's ability to report its financial results accurately and
timely or to detect and prevent fraud.

RISKS CONCERNING SIGNIFICANT INCREASES IN THE COST OF PROVIDING PENSION BENEFITS
TO EMPLOYEES AND RETIREES:

The Company has a defined benefit pension plan {"The Pension Plan”, "The Plan")
covering certain of its UK employees, former employees and retirees. The Pension
Plan assets are invested primarily in equity securities and fixed-income
government and corporate securities. At present, the Pension Plan has pension
liabilities that exceed its assets. Under applicable law, we are required to
make cash contributions to an under funded pension plan to the extent necessary
to comply with minimum funding requirements imposed by regulatory demands. The
amount of such cash contributions is based on an actuarial valuation of the
Plan.

A number of statistical and other factors which attempt to anticipate future
events are used by the actuaries in calculating the expense and liability
related to the Plan. These factors include assumptions about the discount rate.
expected return on plan assets and rate of future compensation increases as
determined by us, within certain guidelines, and in conjunction with our
actuarial consultants and auditors. Our actuarial consultants also use
subjective factors such as withdrawal and mortality rates to estimate the
expense and liability related to the Plans. The actuarial assumptions used by us
may differ significantly, either favorably or unfavorably, from actual results
due to changing market and economic conditions. higher or lower withdrawal rates
or longer or shorter life spans of participants.

The funding status of the Plan can therefore alter as a result of changes in the
actuarial assumptions used, changes in market conditions and a number of other
factors. We cannot provide assurance that the value of the Pension Plan assets,
or the investment returns on those Plan assets, will continue to be sufficient
in the future. It is therefore possible that we may be required to make
significant additional cash contributions to the Plan which would reduce the
cash available for other business requirements, or that we will have to
recognize a significant pension liability adjustment which would decrease the
net assets of the Company.

RISKS RELATED TO RAW MATERIAL AND ENERGY COSTS:

The prices of many of the Company's raw materials vary with market conditions.
In addition, the price of many of the Company's finished goods that are sourced
from overseas' suppliers are impacted by changes in currency rates, freight
costs and raw materials at the point of production.

We purchase the majority of our raw materials for our products on the open
market and we also rely on third parties for the sourcing of certain finished
goods and component parts and assemblies. Accordingly, our cost of products may
be affected by changes in the market price of raw materials, sourced components
or finished goods.

Gas, electricity and other utility prices have become increasingly volatile in
the UK, where we have a significant manufacturing presence. This situation has
been exacerbated by price increases for certain of our raw materials,
particularly steel, cobalt and plastics. For example, the movements on cobalt
and nickel prices since September 30, 2006 have been as follows:

Cobalt: September 30, 2006 $18/11b
June 30, 2007 $30/11b
Increase 67%

Nickel: September 30. 2006 $32,250/tonne
June 30, 2007 $52.400/tonne
Increase 62%

We do not generally engage in commodity hedging transactions for raw materials.
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Significant increases in the prices of raw materials, sourced components.,
finished goods or other commodities could require us Lo increase the prices of
our products. which may reduce consumer demand for our products or make us more
susceptible to competition. The Company's ability to pass these increases on (o
its customers varies depending on the product line and the rate and magnitude of
any increase. There may be periods of time during which increases in these costs
cannot be recovered and our profitability will be adversely affected.

RISKS ASSOCIATED WITH FOREIGN SUPPLIERS:

We purchase a growing portion of our products from foreign suppliers based in
India and the Far East. In line with the those risks, outlined above, associated
with our foreign operations and international selling, our use of foreign
suppliers also causes increased risk to our business due to:

- increases in transportation ¢osts;

- new or increased import duties;

- transportation delays:

- foreign work stoppages:

- potential war, terrorism and political unrest;

- exchange rate fluctuations that could increase the cost of foreign
manufactured goods.

RISKS CONCERNING THE CONTINUED AVAILABILITY OF FINANCING, AND FINANCIAL
RESOURCES ON THE TERMS REQUIRED TO SUPPCRT THE COMPANY'S FUTURE BUSINESS
STRATEGIES:

We believe that our existing balances of cash, cash equivalents, our cash flow
from operations, and the existing credit facilities negotiated for the Company's
UK and other operations will be sufficient to meet our cash needs for working
capital and capital expenditures for at least the next 12 months. We may,
however, require additional financing to fund our operations in the future.
Although we expect existing debt financing arrangements and cash flows generated
from operating activities to be sufficient to fund operations at the current and
projected levels in the future. there is no assurance that our operating plan
will be achieved. We may need to take actions to reduce costs and (o seek
alternative financing arrangements.

RISKS RELATING TO THE CUTCOME OF PENDING AND FUTURE LITIGATION AND GOVERMMENTAL
OR REGULATORY PROCEEDINGS:

As discussed in the footnotes to the condensed consolidated financial
statements. we are. and have been, involved in litigation matters arising out of
main and Derivative Class Action claims and also from the ordinary routine
conduct of our business. including, from time to time, litigation relating to
such items as commercial transactions, contracts, and environmental matters. The
final outcome of such matters cannot always be determined with certainty and
such actions may therefore have a material adverse effect on the Company's
financial position and its results of operations or cash flows.

RISKS ASSOCIATED WITH OUR ACCOUNTING POLICIES AND ESTIMATES THAT MAY HAVE A
MATERIAL EFFECT ON THE COMPANY'S FINANCIAL RESULTS:

Significant accounting policies and estimates have material effects on our
calculations and estimations of amounts in our financial statements. Our
operating results and balance sheets may be adversely affected either to the
extent that actual results prove to be adversely different from previous
accounting estimates, to the extent that accounting estimates are revised
adversely or as a result of other external factors such as changes in corporate
income tax rates in the geographic regions in which the Company operates. We
base our critical accounting policies, including our policies regarding revenue
recognition, reserves for returns, rebates, and bad debts, deferred tax asset
recognition, pension plan assumptions and inventory valuation. on various
estimates and subjective judgments that we may make from time to time. The
judgments made can significantly affect net income and our balance sheets. Our
judgments, estimates and assumptions are subject to change at any time. In
addition. our accounting policies may change at any time as a result of changes
in GAAP as it applies to us or changes in other circumstances affecting us.
Changes in accounting policy have affected and could further affect. in each
case materially and adversely. our results of operations or financial position.
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RISK FACTORS THAT MAY NEGATIVELY IMPACT OUR STOCK PRICE:

Our revenues and operating results may vary significantly from quarter to
quarter due to a number of factors particular to the Company, its industry and
the markets in which it operates. Not all of these factors are in our control.
These factors may include: sales falling below anticipated levels because of the
timing of orders or weakening demand: adverse sales mixes; regional economic and
governmental conditions: raw material price volatility; profit volatility
arising from the seasonality of the garden product trade and benefits from
restructuring initiatives falling below forecast. Such factors may therefore
cause our operating results for future periods to be below the expectations of
management and the Company's advisers and this may cause a decline in the price
of our common stock.

There has been no material change in our risk factors from those described on
pages 12 to 16 in our Form 10-K for the fiscal year ended September 30, 2006.

CORPORATE ORGANISATION

Spear & Jackson, Inc. ("Spear & Jackson", the "Company” or "we") currently
conducts its business operations through its wholly owned subsidiaries. Spear &

Jackson plc and Bowers Group plec. and, until September 30. 2003. Mega Tools Ltd
and Mega Tools USA. Inc. A brief summary of our corporate organizational history
is as follows:

Incorporation of Megapro Tools, I[uc.

The Company was incorporated under the name Megapro Tools, Inc., on December 17,
1998 under the laws of the State of Nevada. The Company was inactive until the
acquisition of Mega Tools Ltd and Mega Tools USA. Inc., by means of a reverse
acquisition, on September 30, 1999,

Incorporation of Mega Tools Ltd and Mega Tools USA. Inc.

Mega Tools Ltd was incorporated in British Columbia, Canada, on January 7, 1994,
Mega Tools USA Inc. was incorporated under the laws of the State of Washington
on April I8, 1994. Prior to the acquisition by Megapro Tools, Inc., Mega Tools
USA Inc. was operated as a subsidiary of Mega Tools Lid.

The acquisition of Mega Tools Ltd and Mega Tools USA, Inc. by Megapro Tools,
Inc.

On September 30, 1999 Mega Tools Ltd was acquired from Mrs. Maria Morgan,
Envision Worldwide Products Ltd, Mr. Robert Jeffrev, Mr. Lex Hoos and Mr. Eric
Paakspuu in exchange for the issue of 6,200.000 restricted shares in the common
stock of Megapro Tools, Inc. These shares were valued at $275 for accounting
purposes. representing the total paid-in-capital of the Mega Tools Ltd shares
acquired. Mega Tools USA. Inc. was acquired from Mega Tools Ltd in exchange for
the payment of $340.000 which was satisfied by the issuance of a promissory note
to Mega Tools Ltd. The acquisition of Mega Tools USA. Inc. was completed
immediately prior to the acquisition of Mega Tools Ltd. Megapro Tools. Inc. had
no business assets prior to the acquisition of the two companies.

Prior to the acquisition of Mega Tools Ltd and Mega Tools USA, Inc.. each of
Mrs. Maria Morgan, Mr. Robert Jeffery, Mr. Lex Hoos and Mr. Eric Paakspuu were
shareholders of Mega Tools Ltd. Neither Mrs. Maria Morgan, Mr. Robert Jeffery,
Mr. Lex Hoos nor Mr. Eric Paakspuu was a director or officer of Mega Tools Lid
or Mega Tools USA and neither individual had any management role with Mega Tools
Ltd or Mega Tools USA. either before or after the acquisition. Envision
Worldwide Products Ltd owned 24.8% of the shares of Mega Tools Ltd prior to the
acquisition of this interest by Megapro Tools, Inc.

The former stockholders of Mega Tools Ltd acquired a proportionate interest in
Megapro Tools, Inc. upon completion of the acquisition of Mega Tools Lid and
Mega Tools USA. Mr. Neil Morgan, husband of Mrs. Maria Morgan, was sole promoter
upon inception. Other than the issue of stock to Mrs. Maria Morgan upon the
acquisition of Mega Tools Ltd, Mr. Morgan did not enter into any agreement with
the Company in which he was to receive from or to provide to the company
anything of value. Mr. Neil Morgan was the legal and beneficial owner of the
interest in Mega Tools Ltd held by Mrs. Maria Morgan. Mrs. Morgan acquired the
interest previously held by Mr. Morgan on April 16, 1999, Prior to the
acquisition of Mega Tools Lid and Mega Tools USA, Mr. Neil Morgan was the
president and chief executive officer of Megapro Tools, Inc. and each of Mega
Tools Ltd and Mega Tools USA. Mr. Morgan continued as president and CEQ of
Megapro Tools, Inc. upon completion of this acquisition.
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Acquisition of Spear & Jackson plc and Bowers Group plc by Megapro Tools, Inc.

On August 23, 2002, USI Mayfair Limited. a corporation organized under the laws

of England and a wholly owned subsidiary of USI Global Corp., Megapro Tools,
Inc. ("Megapro”) and S and ] Acquisitions Corp. (& company incorporated on
August 22, 2002 under the laws of the State of Florida and a wholly owned
subsidiary of Megapro Tools, Inc.) executed a Stock Purchase Agreement to
acquite all of the issued and outstanding shares of Spear & Jackson plc and its
affiliate, Bowers Group plc, owned by USI Mayfair Limited. The purchase price
comprised 3,543,281 shares of common stock of Megapro and promissory notes in
the principal amount of (pound)150,000 pounds sterling ($232.860) ("the
Transaction"). The Transaction closed on September 6, 2002.

Concurrently with the closing of the Transaction, and as a condition precedent
thereto, Megapro closed a Private Placement pursuant to which it agreed to issue
6,005,561 shares of the common stock of Megapro to PNC Tool Holdings, LLC, =
Nevada limited liability company ("PNC"). in consideration for $2,000.000 (the
“Private Placement"). Mr. Dennis Crowley ("Crowley"), who became CEQ of the
company, was the sole owner of PNC.

In connection with the closing of the Transaction, certain principal
shareholders of Megapro, including Envision Worldwide Products, Ltd, Neil Morgan
and Maria Morgan contributed an aggregate of 4,742,820 shares of their common
stock of Megapro to the capital of Megapro, and agreed to a two-year lock-up
with respect to their remaining 192,480 shares of common stock of Megapro. The
stockholders did not receive any consideration in connection with their
contribution of shares. As a result of the closing of the Transaction and the
Private Placement, and upon the effectuation of all post closing matters.
Megapro had 12,011,122 shares of common stock outstanding, 6.005,561 shares of
which were beneficially owned by PNC. The shares issued to PNC were subject to
the terms of a Stockholder's Agreement and a Registration Rights Agreement.

In the Stockholders' Agreement dated as of September 6, 2002 by and among
Megapro Tools, Inc., USI Mayfair Limited, PNC and Crowley (the "Stockholders")
it was agreed that, other than certain "unrestricted transfers”, the parties
involved would not transfer any Company securities for the two years beginning
on September 6., 2002. On September 6, 2002, under an unrestricted transfer
refating to the transfer of stock from a permitted affiliate, USI Mayfair
Limited, transferred all of the Company securities owned by it, along with all
of its rights under the Stockholders' Agreement, to USI Global Corp.

Since the date of the Transaction, the Company has not issued any shares of its
stock except under a limited number of options and has not engaged in any
financing using its stock.

Change of Name to Spear & Jackson, Inc.

On October 1, 2002, the Board of Directors unanimously executed a written
consent authorizing and recommending that the stockholders approve a proposal to
effect the change of name to Spear & Jackson. Inc. On October 2, 2002, company
stockholders holding a majority of the voting power of the Company executed a
written consent authorizing and approving the proposal to effect the name
change.

The Board believed that the new name, Spear & Jackson. Inc.., would reflect the
change in business and would promote public recognition and more accurately
reflect the Company’s intended business focus.

On November 7, 2002, the name of the Company was changed from Megapro Tools.
Inc. to Spear & Jackson, Inc. through the filing of a Certificate of Amendment
to the Company's Articles of Incorporation with the Secretary of State of the
State of Nevada.

Recent Regulatory Matters

On April 15. 2004, the US Securities and Exchange Commission filed suit in the
U.S. District Court for the Southern District of Florida against the Company and
Mr. Dennis Crowley, its then current Chief Executive Officer/Chairman, among
others, alleging violations of the federal securities laws. Specifically with
regard to the Company. the SEC alieged that the Company violated the SEC's ,
registration, anti-fraud and reporting provisions. These allegations arose from
the alleged failure of Mr. Crowley to accurately report his ownership of the
Company's stock, and his alleged manipulation of the price of the mosw;;zwm
stock through dissemination of false information, allowing him to profit from
sales of stock through nominee accounts. On May 10, 2004, the Company consented
to the entry of a preliminary injunction, without admitting or denying M:m.
allegations of the SEC complaint. The SEC is continuing its investigation into
pension issues. The Company is offering its full cooperation.
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As a further measure. the Court appointed a Corporate Monitor to oversee the
Company's operations. In addition to Mr. Crowley consenting to a preliminary
injunction, the Court's order also temporarily barred Mr. Crowley from service
as an officer or director of a public company, and prohibited him from voting or
disposing of Company stock.

Following Mr. Crowley's suspension, the Board appointed Mr. J.R. Harrvington, a
member of its Board of Directors. to serve as the Company's interim Chairman.
Mr. William Fletcher, a fellow member of the Company's Board of Directors, who.
until October 27. 2004, was the Company's Chief Financial Officer, and who is a
director of Spear & Jackson plc. based in Sheffield, was elected to serve as
acting Chief Executive Officer.

After extensive settlement negotiations with the SEC and Mr. Crowley, the
Company reached a resolution with both parties. On September 28, 2004, Mr.
Crowley signed a Consent to Final Judgment of Permanent Judgment with the SEC,
without admitting or denying the allegations included in the complaint, which
required a disgorgement and payment of civil penalties by Mr. Crowley consisting
of a disgorgement payment of $3.765,777 plus prejudgment interest in the amount
of $304.014. as well as payment of a civil penalty in the amount of $2,000,000.
In May 2005, the SEC applied to the Court for the appointment of an
administrator for the distribution of these funds as well as funds collected
from co-defendants International Media Solutions, Inc., Yolanda Velazquez and
Kermit Silva. who are not affiliated with the Company, to the victims of their
actions, pursuant to the Fair Funds provisions of the Sarbanes-Oxley Act of
2002.

On November 18, 2004. the Company signed a Consent to Final Judgment of
Permanent Injunction with the SEC pursuant to which the Company, without
admitting or denying the allegations included in the Complaint filed by the
Commission. consented to a permanent injunction from violation of various
sections and rules under the Securities Act of 1933 and the Securities Exchange
Act of 1934, No disgorgement of civil penalties were sought from, or ordered to
be paid by, the Company.

Additionally, the Company entered into a Stock Purchase Agreement with PNC Tool
Holdings LLC ¢"PNC") and Mr. Crowley, the sole member of PNC. Under the Stock
Purchase Agreement, the Company acquired, for $100, and other good and valuable
consideration, 6,005.561 common shares of the Company held by PNC, which
represented approximately S1.1% of the outstanding common shares of the Company
at December 31. 2004, and which constituted 100% of the common stock held by
such entity. The parties also executed general releases in favor of each other
subject to the fulfillment of the conditions of the Stock Purchase Agreement.
The Stock Purchase Agreement was effected on April 8, 2005, following formal
approval by the SEC on February 10, 2005 and. on February 15, 2005, by the U.S,
District Court for the Southern District of Florida of the settlement of the
litigation captioned SEC v. Dennis Crowley, Spear & Tackson, Inc., International
Media Solutions. Iac.. Yolanda Velazquez and Kermit Silva (Case No:
04-80354-civ-Middiebrooks). The Stock Purchase Agreement was further conditioned
on. among other things. the disgorgement and civil penalty funds being paid by
Mr. Crowley. These monies have now been received and are being administered for
the benefit of the victims of the alleged fraud by a court appointed
administrator pursuant to the Fair Funds provision of the Sarbanes-Oxley Act of
2002.

With the return of the Spear & Jackson shares to the Company by PNC, the
stockholders of the Company had their percentage stock interest increase
correspondingly. Jacuzzi Brands, Inc. ("Jacuzzi"), which at this time was a
beneficial owner of 3,543,281 shares of common stock, had its interest in the
Company increased to approximately 61.8% of the outstanding common stock.

On April 11, 2005, Jacuzzi agreed to the termination of a previous letter
agreement dated September 6, 2002, which supplemented the Stockholders'
Agreement of the same date. The letter agreement required Jacuzzi to vote a
substantial portion of its voting stock in the Company in proportion to the vote
of other stockholders of the Company. At the time the letter was executed,
Jacuzzi was a principal, but a minority shareholder of the Company. As explained
above. with the return to the capital of the Company of the majority shareholder
interest previously held by PNC, Jacuzzi then held a majority capital stock
interest in the Company, and the continuation of the letter agreement was no
longer considered necessary for the fulfillment of its original intent. Jacuzzi
also provided a general release to the Company and its affiliates excepting
Dennis Crowley and his spouse.
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Disposal of Majority Interest by Jacuzzi to United Pacific Industries Limited

On April 21, 2005, Jacuzzi adopted a plan of disposition of its interest in the
Company's common stock. On March 23, 2006, Jacuzzi and its subsidiary
undertaking. UST American Holdings, Inc. ("USI" and. together with Jacuzzi. "the
Seller”) entered into a Stock Purchase Agreement (the "Stock Purchase
Agreement") with United Pacific Industries Limited ("UPI"), a Bermuda
Corporation, whose shares are traded on the Hong Kong Exchange. to sell its
entire holding of 3.543,281 shares of the common stock (“"the Shares") of Spear &
Jackson. Inc. to UPI for $1.40 per share for an aggregate purchase price of
$4.960,593.

The representations, warranties and covenants made by Jacuzzi and UPI were
typical for this type of transaction. UPI agreed that neither it nor any of its
atfiliates would purchase any additional Common Stock during the period from the
signing date of the Stock Purchase Agreement through one year following the
closing at a price less than $1.40 per share.

A copy of the Stock Purchase Agreement is on file with the SEC in connection
with the filing by Jacuzzi of a Schedule [3D/A on March 27, 2006,

The Seller and UPI entered into Amendment No. 1 dated as of May 4, 2006
("Amendment No. | to the Stock Purchase Agreement”) to extend the date by which
the Seller and UPI were required to lodge the clearance application with the UK
Pensions Regulator. The Seller and UPI subsequently received a comfort letter
dated July 5, 2006 issued by the UK Pensions Regulator (the "Comfort Letter").

The trustees of Spear & Jackson, Inc.'s UK Pension Plan confirmed by a letter
dated July 6, 2006 their acceptance of the UK Pensions Regulator's
determination. The Seller and UPI then entered into Amendment No. 2 dated as of
Tuly 10, 2006 ("Amendment No. 2 to the Stock Purchase Agreement") to waive their
respective requirements for a clearance from the UK Pensions Regulator and to
accept in its place the Comfort Letter which states the UK Pensions Regulator is
of the view, based on the information supplied to him in coanection with the
clearance application, that the change of control as a result of the sale by the
Seller of all of its shares of Spear & Jackson. Inc. to UPl is not detrimental
to the Uk pension plan and the UK Pensions Regulator believes that a clearance
is not necessary for the transaction.

In addition, pursuant to Amendment No. 2 to the Stock Purchase Agreement, UPI
agreed, subject to the Closing baving occurred, to indemnify the Seller and JBI
Holdings Limited (the "Jacuzzi Indemnified Parties") should the UK Pensions
Regulator, regardless of the Comfort Letter, require any of the Jacuzzi
Indemnified Parties to make a contribution or provide financial support in
relation to the potential pension plan liabilities of SII or its subsidiaries.
In addition, UPI also agreed that for a period of 12-months from the Closing
Date, UPI would not. and would use its best efforts to ensure that neither SJI
nor any of its subsidiaries would, take any action or omit to take any action
that causes the UK Pensions Regulator, as a result of such action or omission,
to issue a contribution notice against the Jacuzzi Indemnified Parties in
relation to any UK pension plan in which SIT or any subsidiary of SJI ig an
employer. Further, UPL agreed that for a period of 12-months from the Closing
Date, that it would not (and would use its best efforts to ensure that neither
SJT nor any subsidiary of SJI would) engage in any action or inaction which in
relation to any such UK pension plan would fall within the UK Pension Regulation
clearance guidance note dated April 2005 as a 'Type A' event unless UPl procured
that clearance be issued by the UK Pensions Regulator in relation to such event
in terms which confirm that no Jacuzzi Indemnified Party shall be linked to a
financial support direction or contribution notice in respect of such event.

Closing occurred on July 28, 2006.

On June 22, 2006, Jacuzzi and UPL filed a preliminary Form 14C with the SEC
announcing notice of change in control and of a majority of directors pursuant
to section 14(f) of the Securities Exchange Act of 1934 and Rule 14f-1
thereunder. The 14C indicated that three new directors would be designated by
and elected to the Board of directors by UPI, to serve until the Company's next
annual meeting. The 14C became effective on Angust 7. 2006, and the three new
directors replaced the incumbent directors on or about August 27, 2006. In the
interim., the Board by resolution, appointed the three new directors--Lewis Hon
Ching Ho. Andy Yan Wai Poon and Maria Yuen Man Lam--to the Board effective on
August 9, 2006.
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On August 7, 2006, the Company filed with the Securities and Exchange
Commission. and mailed to the Company's stockholders. an Information Statement
pursuant to Sections 14(c) and 14(f) of the Securities Exchange Act of 1934, as
amended, disclosing the intention of UPI to execute a written consent. as
majority stockholder. electing to the Board of Directors the following UPI
nominees: Lewis Hon Ching Ho: Andy Yan Wai Poon: and Maria Yuen Man Lam. On
August 9, 2006, the Board of Directors expanded the Board of Directors from
three members to six members and elected as additional directors Messrs. Ho and
Poon and Ms. Lam. Information concerning the backgrounds of the new Directors is
included in the Information Statement under the heading "Information Regarding
the Executive Officers and New Directors”.

The Board of Directors elected the new Directors ag a means to facilitate the
transition from the prior Board of Directors to the new Board of Directors.
Messrs. Harrington, Fletcher and Dinerman retired as Directors on or about
August 27, 2006. On November 8, 2006 the Company filed form 8-K to announce
Maria Yuen Man Lam's resignation as a director of the Company. On February 21,
2007 the Company filed form §-K to announce the appointment of Mr. Patrick I.
Dyson as director and Chairman of the Company with effect from that date. In
addition, the filing contained the announcement of the resignation of Mr. Andy
Yan Wai Poon as a director and secretary of the Company with effect from
February 28, 2007 and the appointment of Mr Patrick J. Dyson as secretary with
effect from that date. On April 17, 2007 Dr. D. Preston Jones was appointed as
an independent director. Although Someet Kapila continued to serve as Corporate
Monitor for the Company. on January 10, 2007. he applied to the Court to
terminate his role as Corporate Monitor having determined that his function was
no longer necessary. On January 22, 2007, the US District Court for the Southern
District of Florida entered into its Order and the Corporate Monitor was
relieved of his duties.

On May 14, 2007, UPI made a formal offer to the Board of the Company to acquire
the remaining 38.2% of outstanding shares of common stock of US$0.001 par value
per share ("S&J Shares") not already owned by UPI for an aggregate cash
consideration of US$3.251,510 representing a price of US$1.483 ("the
Acquisition”).

Following extensive discussions between UPI and the Finance Committee of the
Company, a revised offer price of US$1.96 per share was agreed representing a
total amount due to the minority shareholders of US$4,297.343. Consequently, on
June 22, 2007 the Company entered into a definitive merger agreement (the
“Agreement") with UPI, under the terms of which the Company will be merged with
a newly formed Nevada corporation (the "Merger Sub™). At the effective date of
the merger the separate existence of the Company will cease and the Merger Sub
will continue as the surviving corporation. Accordingly. the stockholders of the
Company (other than UP[, Pantene Global Holdings Limited. any of their wholly
owned subsidiaries, Merger Sub and any Company stockholders who exercise their
dissenter's rights) will receive a cash payment of US$1.96 per share. Dissenters
will be entitled to seek court adjudication as to the fair value of their
shares.

The closing of the proposed transaction is subject to. among other things:
affirmative vote of majority ontstanding shares of the Company (UPI, being the
Company's majority stockholder, intends to vote its shares in favor of the
merger transaction); approval of the proposed transaction by the shareholders of
UPL: receipt of any regulatory approvals and third party consents: and. since
the date of the Agreement, no Effect (as described in the Agreement) shall have
occurred which has, or would be reasonably expected to have, a Company Material
Adverse Effect (again, as described in the Agreement).

Further Changes to Corporate Organization

During the year ended September 30, 2005 the Company set up a new sales and
distribution facility, CV Instruments BV, in Maastricht. Holland. This new
facility specializes in the distribution of portable hardness testing equipment
manufactured in China and the sale of general engineers hand tools.
Additionally, an allied manufacturing, quality control and distribution centre,
Bowers Eclipse Equipment Shansghai Co. Limited, was established in Shanghai,
China and it is expected to become fully operational as a distribution and
manufacturing operation during the fourth quarter of fiscal 2007.

Exit from Screwdriver and Thread Gauge Measuring Operations

With effect from September 30, 2003 the Company exited its screwdriver

operations following the disposition of the trade and assets of Mega Tools Ltd
and Mega Tools USA, Inc.
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The disposition of the trade and assets of the screwdriver division was
undertaken by Neil Morgan who was then heading up the division. The Company
believed that no specific authorization was afforded to Mr. Morgan to undertake
that disposition. The disposition proceeds were in the form of $284,000 of loan
notes and other receivables and the discharge of a loan of $100.000 owed by the
Company to the managing director of the screwdriver division. Full provision was
made in the Company's Financial Statements against the recoverability of these
disposition proceeds. It was subsequently agreed with Megapro that 1t would pay
Canadian $ 53,900 (approximately $41.000) in settlement of those debts and these
were paid in monthly installments of Canadian $5.000 (approximately $3.800).

During the fourth quarter of fiscal 2005, the Company began marketing for sale
certain assets associated with its UK thread gauge measuring business. On
February 28, 2006, the Company concluded the sale of these assets for a nominal
consideration. The assets sold comprised plant and equipment, inventories and
goodwill. The acquirer paid (pound)! sterling and assumed certain liabilities in
respect of the leased premises from which the trade operates. The carrying
values of the assets relating to this operation were written down to estimated
fair value and the net operations, cash flows and assets have been presented as
"Discontinued Operations" in accordance with Statement of Financial Accounting
Standards ("SFAS") 144.

Recent Litigation Developments

Subsequent to the SEC action a number of class action lawsuits were initiated in
the U.S. District Court for the Southern District of Florida by Company
stockholders against the Company. Sherb & Co. LLP, the Company's former
independent auditor. and certain of the Company's directors and officers,
including Mr. Crowley, the Company's former Chief Executive Officer/Chairman,
and Mr. Fletcher, the Company's former CFO and former acting Chief Executive
Officer. These suits alleged essentially the same claims as the SEC suit
discussed above.

These various class action suits were subsequently consolidated. Thereafter, the
defendants filed certain Motions to Dismiss with regard to the Complaint and on
October 19. 2005, the U.S. District Court for the Southern District of Florida
in Re Spear & Jackson Securities Litigation entered its Order regarding these
Motions. The Order denied the Company's motion as well as that of Mr. Crowley.
the former Chief Executive Officer of Spear & Jackson. The Court granted the
Motion to Dismiss on behalf of Mr. Fletcher, the Company's interim Chief
Executive Officer, and also granted the Motion to Dismiss on behalf of the
Company's former independent auditor, Sherb & Co., LLP. The class plaintiff
subsequently filed an appeal regarding the trial court's decision to dismiss the
case against Sherb & Co.. LLP, which appeal is presently pending. No appeal was
filed with respect to the decision to dismiss the case against My. Fletcher

On July 7, 2006 the Company, Dennis Crowley and the Class Plaintiff reached a
Memorandum of Understanding ("MOU"). which confirmed that the plaintiffs, the
Company and Crowley in the class action had reached an agreement in principle
for the settlement of this litigation, subject to Court approval. According to
the terms of the MOU, the Company deposited the sum of $650,000 into a Qualified
Settlement Fund, for disbursement to the Settlement Class pending approval of
the Court. Subsequent to this, Sherb & Co. also agreed to the terms of the
Settlement agreeing to contribute an additional $125,000.

On November 9, 2006, the Stipulation of Settlement was {iled with the Court for
preliminary approval. On January 31. 2007, the Court entered its Order
Preliminarily Approving Settlement and Providing for Notice and Setting Class
Action Statutory Settlement Hearing. The Order, for purposes of the proposed
settlement certified a "Settlement Class" of persons (with certain exceptions)
who purchased the Company's common stock between February 1. 2002 and April 15,
2004, The Order also approved as to form and content the Notice of Pendency and
Proposed Settlement of Class Action and Summary Notice. The settlement hearing
was set for May 11, 2007 to determine whether the terms of the Settlement were
fair, just, reasonable and adequate to the Settlement Class and should be
approved by the Court; whether a final judgment should be entered dismissing the
litigation: whether the proposed plan of allocation should be approved: and to
determine the amount of fees and expenses to be awarded to the plaintiffs’ lead
counsel. The Order also appointed a claim administrator and provided for notice
to those who sought exclusion from the Settlement Class.
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On May 11. 2007, the US District Court for the Southern District, sitting in
West Beach, Florida. heard the Plaintiff's motion for Final Approval of the
Class Action Settlement and Plan of Approval, to which there were no objectors
or class members that opted out of the settlement. On May 14, 2007. the Court
signed the Final Judgment thus forever extinguishing all of the class claims
against the Company and barring any claims for contribution by third parties.
The Final Judgment made clear that the settlement was not an admission of
wrongdoing or liability by the company.

To facilitate the distribution of the funds from the class suit to the class
shareholders and keep administrative costs to a minimum. the SEC Claim's
Administrator applied to the Court on January 9, 2007 for permission to combine
the class action funds with the funds derived in the SEC litigation, and allow
for the SEC's Claim's Administrator to disburse the collective funds.

On September 6, 2003, the Company was served with a Shareholder Derivative
Complaint, Hapka v. Crowley, et al. Case No: CAO05068 filed on June 1, 2004 in
the Circuit Court for Palm Beach County, Florida. The suit named the Company as
a nominal defendant. Also named as defendants were former directors Robert
Dinerman. William Fletcher and John Harrington. in addition to Dennis Crowley
and the Company's prior independent auditors, Sherb & Co. LLP. The suit containg
essentially the same factual allegations as the SEC suit, which was filed in
April 2004 in the U. S. District Court for the Southern District of Florida. and
the series of class actions claims initiated in the U.S. District Court, but
additionally alleges state law claims of breaches of fiduciary duty, abuse of
control, gross mismanagement. waste of corporate assets, unjust enrichment and
lack of reasonable care by various or all the defendants.

In August 2006 the Company entered into a settlement agreement with the
plaintiff by agreeing to accept certain changes to its corporale governance
procedures and the payment of $70.000 in legal fees. The settlement was filed
with the Court in early November 2006, and if approved by the Court, would
result in a dismissal of the suit and would release the Company and the former
director defendants Messrs. Robert Dinerman, William Fletcher and John
Harrington. Dennis Crowley and Sherb & Co. continue as defendants in this suit.

On February 2, 2007, the Circuit Court entered a Preliminary Approval Order
preliminarily approving the partial settlement pursuant to the Stipulation of
Settlement between plaintiff and the Company, includinz its former directors
William Fletcher. John Harrington, and Robert Dinerman. The Court set May 29,
2007 at 8a.m. at the West Palm Beach County Courthouse, for the Settlement
Hearing to determine (i) whether the terms of the Partial Settlement zmmm fair,
just reasonable and adeguate to the derivative mﬂomwsowamﬁm and to the Company,
and should be approved by the Court: (ii) whether a final judgment should be
entered dismissing the litigation and releasing the defendants mmmmﬁ,® Tackson,
as described in the Stipulation: and (iii) to determine the amount of mwww and
expenses 1o be awarded to plaintiffs’ counsel. The Order mmmﬁo<wg as ﬁQ.MOaa and
contents the Notice of Partial Settlement and the mailing and aHmﬁvacw_o:
process. The Order also provided for notice to those who sought exclusion from
the settlement.

On May 29, 2007, the Circuit Court in Palm Beach County entered a Final Judgment
and Order approving the settlement and award of attorneys' fees wog expenses
detailed in the Stipulation, resulting in the dismissal of the suit and the
release of the Company and certain officers and directors.

SUMMARY OF PRINCIPAL OPERATIONS

Spear & Jackson, Inc., through its principal operating msﬁwmwmmu wm.gymnwom@a in
note 1 to the financial statements, manufactures, factors and distributes a
broad line of hand tools, lawn and garden tools, industrial magnets and
metrology tools primarily in the United Kingdom, Europe. >cm~ﬁw_um_w. North and
South America. Asia and the Far East. These products are manufaciured and
distributed under various brand names including:

*  Spear & Jackson - garden tools:

#* Neill - hand tools;:

* Rowers - bore gauges and precision measuring tools:
# (V- precision measuring instruments:

% Robert Sorby - wood turning tools:

#* Moore & Wright - precision tools;

# Felipse - blades and magnetic equipment;

* Elliot Lucas - pincers and pliers; and

*  Tyzack - builders' tools
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Until the disposition of the screwdriver division in September 2003, the Company
also manufactured and sold & range of patented multi-bit screwdrivers under the
"Megapro” brand name. The Company also manufactured and sold a rage of thread
gauge measuring equipment under the "Coventry Gauge” logo until the sale of the
principal business assets of that operation in February 2006.

The Company's four principal business units and their product offerings can be
summarized as:

1) NEILL TOOLS, consisting of Spear & Jackson Garden Tools and Neill Tools,
manufactures. among other products, hand hacksaws. hacksaw blades, hacksaw
frames, builder's tools and wood saws, all non-powered. In addition, Neill
Tools has supplemented its UK manufactured products with factored products
and bought in components from Far Eastern and Indian suppliers. Neill
Tools product offering now includes a full range of hand power tools and,
from January 1, 2005. Spear & Jackson Garden Tools' range has been
supplemented by a portfolio of electric powered garden tools.

[ ]
—

ECLIPSE MAGNETICS whose key products are permanent magnets (cast alloyy,
magnetic tools, machine tools, magnetic chucks and turnkey magnetic
systems. Products range from very simple low-cost items to technically
complex high value added systems. In addition, Eclipse Magnetics engage

in the trading of other magnetic material, sourced from the Far East, both
1o end-customers as well as parts to UK manufacturers. Eclipse is also

involved in applied magnetics and supplies many areas of manufacturing
with products such as separators, conveyors, lifting equipment and
material handling solutions.

2

The Company's metrology division comprises:

MOORE & WRIGHT which manufactures a wide variety of products. The core
product ranges principally include low technology measuring tools and hand
held gauges for checking the threads. diameters and tapers of machined
components. This division has supplemented its manufactured products with
a range of factored items.

BOWERS METROLOGY, which is a manufacturer of high specification metrology
instruments including precision, bore gauges, which measure the diameter

of machined components. In addition to the core range of bore gauges, the
Company also manufactures universal gauges and hardness testing eguipment.

In December 2004, the division secured the European distributorship rights
for a range of premier portable hardness testers sourced from China. This
distribution operation is operated through a specifically formed Dutch
subsidiary company, CV Instruments Europe BV, based in Maastricht,
Holland. An allied manufacturing, guality control and distribution centre,
Bowers Eclipse Shanghai Equipment Limited, was established in Shanghai,
China, during the year ended September 30, 2005.

4) ROBERT SORBY is a manufacturer of hand held wood working tools and
complementary products. The products are handcrafted with strong aesthetic
appeal .

In addition. Spear & Jackson, Inc. has subsidiary companies in France (Spear &
Tackson France SA) and Australasia (Spear & Jackson (Australia) Pty Limited and
Spear & Jackson (New Zealand) Limited) which act as distributors for Spear &
Jackson and Bowers manufactured products and complementary products sourced from
third party suppliers.

The Company's continuing operations can be analyzed into three business
segments, hand and garden tools, magnetic products and metrology tools.

For further detailed financial information by reportable segment., including
sales, profit and loss. and total asset information, see note 14 in the "Notes
to the Condensed Consolidated Financial Statements” included within this
Quarterly Report on Form 10-Q. Also included within note 14 is a detailed
geographical analysis including sales, profit and loss, and total net asset
information.

The Company's product offering comprises both own-manufactured items and
products sourced from third party suppliers as fully complete factored products
or semi finished products.
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The Company's principal manufacturing sites can be summarized as:

Name/Location Products Manufactured
A. UK:
Neill Tools Hand tools
Atlas Site. Sheffield
Robert Sorby Woodturning tools
Sheffield
Bowers Metrology Precision measuring tools
Bradford

Up to the date of their closure in November and December 2006, the Company also
manufactured a range of garden tools at its UK plant in Wednesbury and a range
of magnetic products at its leased premises in Vulcan Road, Sheffield. Fngland.

B. France:

Spear & Tackson Assembly of garden tools
France

We currently sell our products to industrial. commercial and retail markets
throughout the world, with a significant concentration in the United Kingdom,
European Union, Australia, New Zealand and the Far East.

These markets chiefly comprise:

The non-powered hand tool industry in which the Company has hand tool,
engineers' hand tool and garden tool business interests. These products are
typically sold in industrial catalogs, hardware stores, garden centers and
multiple retailers. This industry is highly mature with clearly defined
traditional brand names being joined by a broad base of "house brands" typically
supplied from third world manufacturers.

The magnetic industry. This can be split into magnet manufacturers and magnetic
integrators. The magnet users and integrators utilize the magnetic materials to
produce products such as security sensors, electrical windows and magnetic
filters and lifters.

The metrology industry, which can be split into two main market segments: (i)
tow tolerance tools such as tape measures, rulers and protractors and (i)
surface roughness measuring equipment and laser measuring instruments, etc..
used in the exact measurement of technologically precise machined components.
The Company's Bowers Metrology Group presently operates in the latter market
segment{ on a worldwide basis.

The hobbyist and professional wood turning industry. This industry is relatively
small and caters to individuals who have reasonable disposable income. often
retirees. or who are professional wood turners producing craft products.

Our strategy is to maintain and develop the revenues of our businesses through
such methods as:

0 Maintaining and heightening the profile of our existing quality brand
names. Such activity will comprise trade, general and TV advertising.
extensive promotional work at trade shows, the development of corporate
web sites, etc,

o Continuous product improvement and innovation.
o Increasing market share by offering highly competitive product offerings.
o The launch of new and innovative product and product ranges.

o lmproving manufacturing efficiencies and continually reviewing other cost
saving measures.

The Company offers a comprehensive range of toocls and equipment ranging from
hacksaw blades to pliers. from secateurs to digging forks and from a simple red
magnet to & computer controlled materials handling system.
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The Company's policy is to support its core product offering with a pipeline of
new products and range extensions. In the three months to June 2007 new product
range launches and other significant product related business developments have
included:

o Neill Tools has confirmed listings within new retail channels for its new
range of soft feel hacksaw frames. Its new ergonomic series of Garden
Tools has received innovation awards during the quarter with two major
retailers looking to list next fiscal year. The division is also in the
process of developing a new version of its successful "Predator” woodsaw,
incorporating value added features for customers.

o The Eclipse Magnetics division has continued to focus on filtration
products aimed at domestic and industrial boiler systems, and has
introduced a new range of lifting magnets for thin sheets, and battery
powered lifting magnets.

o The Bowers division successfully launched the Bowers "Ultima"”
high-accuracy bore gauging range and the "Eseway" automatic Rockwell
hardness testers at the main industry trade show in Germany in May 2007.

o Our Australasian division has released the "S&J Masonry Apprentice Kit"
comprising S&J masonry and hand tool products as well as gaining
commitments from a major retail group to promote selected lines of the new
S&J "E Series" digging tools.

DISCUSSION OF CRITICAL ACCOUNTING POLICIES

We prepare our consolidated financial statements in accordance with accounting
policies generally accepted in the United States. As such, we are required to
make certain estimates, judgments and assumptions that we believe are reasonable
based upon the information available. These estimates and assumptions affect the
reported amounts of assets and liabilities as of the date of the consolidated
financial statements and the reported amounts of revenues and expenses during
the periods presented. Actual results could differ significantly from those
estimates under different assumptions and conditions.

Management's Discussion and Analysis or Plan of Operation in the Company's 10-K
filing for the year ended September 30, 2006 included a detailed discussion
which addressed our most critical accounting policies. The quarterly financial
statements for the period ended June 30, 2007, attached hereto, should therefore
be read in conjunction with that discussion.

These policies are those that are most important to the portirayal of our

financial condition and results of operations and which require our most

difficult and subjective judgments, often as a result of the need to make
estimates about the effect of matters that are inherently uncertain.

Our most critical accounting policies are those relating to revenue recognition,
foreign exchange risk, inventory valuation, pension and post-retirement benefit
obligations and accounting for deferred and income taxes.

Since September 30, 2006 there have been no changes in our critical accounting

policies and no significant change to the assumptions and estimates related to
them,

Reclassification

Certain reclassifications have been made to the condensed consolidated financial
statements for the three and nine months ended Junme 30. 2006 in order to conform
to current year presentation. Gains arising on the sale of property and
manufacturing and other reorganization costs have been reclassified so that such
gains and costs are now shown as a component of "Operating Costs, Income and
Expense". These items were previously captioned as "Unusual or Infrequent Iiems"
and were presented after the Operating loss for the period. These
reclassifications impact only on the presentation of the Condensed Consolidated
Statement of Operations and do not have any impact on previously reported net
income or loss.

OVERVIEW
When compared to the equivalent periods last vear, the results for the guarter
and nine months ended June 30, 2007 show increases in sales and reductions in

operating losses.
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Sales revenues for the quarter ended June 30, 2007 increased by $4.08 million
(16.57%) from $24.65 million in ooo@ to $28.73 million in 2007. This increase is
analyzed as favorable currency exchange fluctuations in the period of $2.46
million and increased sales <oﬁc3mv of $1.70 million being offset by increased
sales rebates of $0.08 million. Sales volume improvements were recorded in our
Neill Tools, Metrology. Robert Sorby, Eclipse, Australia, and French divisions,
with these favorable variances only slightly negated by volume shortfalls in our
New Zealand business

While soft retail demand has continued in the UK and the weakening US dollar has
had a further adverse effect on sales into US$ denominated markets, there have
been some encouraging signs in the quarter. The Bowers division has witnessed
sales gains in its UK based export facility as well as its distribution outlet
in Maastricht, while Neill Tools has continued to develop its UK garden centre
initiatives and has now benefited from mmﬁao: power tool sales to & major
retailer that were deferred from earlier periods

For the nine months to June 30, 2007 sales increased by $7.57 million (10.07%)
from $75.15 million in 2006 to $82.72 million in 2007. The increase comprised
$7.04 million relating to favorable currency exchange variations msm increased
sales volumes of $0.87 million. offset by increased sales rebates of $0.34
million.

Gross profit was % o 93 million (34.58%) for the quarter to June 30, 2007
compared to $7.88 million (31.97%) for the prior year. For the nine sosﬂzm to
Tune 30, 2007 the gross profit was $28.52 million (34.48%) compared to $23.40
million (31.14%) in the previous vear. The improvement reflects the reduction of
direct costs as a result of the extensive restructuring initiatives in our UK
tool and magnetic products manufacturing operations. Own-manufactured product is
being progressively replaced with factored items sourced from overseas thereby
reducing costs and increasing profitability.

Selling, general and administrative expenses have increased by $0.93 million
(9.91%) in the current guarter from $9.36 million in 2006 to $10.29 million in
2007 and $2.20 miilion (7.91%) for the year to date from $27.78 million in 20076
to $29.98 million in 2007. After eliminating the adverse impact of movements in

average US$/sterling cross rates in the period ($2.71 million in the nine months
ng $0.85 million in the three months ended June 30, 2007) and general
inflationary increases ($0.60 million in the nine months ended June 30, 2007 and
%o [6 million in the quarter ended on that date) the underlying trend is ome of
decreased SG&A costs.

Reorganization costs in the three months to June 30. 2007 were $0.02 million
maoom. %o 59 million) and for ﬁ:m nine sﬂ: period under review ﬁ:mw were $0.12
mill (2006: $1.82 million). The $1.8 w swﬂawos charge in 2006 relates to costs
in o@ssnoﬁhos with the closure of the company's manufacturing facility in
2mg:mvczuw England and the reorganization of its Atlas s manufacturing site in

Sheffield, England. Additionally, the 2006 comparatives include a $0.65 million
provision for Class Action settlement costs.

As a result of the higher gross profits, decreased reorganization and litigation
costs and higher selling. general and administrative costs, the Company's Q3
operating result has improved by $2.34 million (86.23%) from a loss of $2.72
million in 2006 to a loss of $0.38 million in 2007. For the nine months to Tune
30. 2007 losses have decreased by $5.59 million (81.61%) from $6.85 million in
2006 to $1.26 million in 2007.

The increases in profitability have been principally driven by the margin
improvements arising from the UK reorganization programs initiated in fiscal
2006, These foswﬂp se the closure of the Company's manufacturing site at
Wednesbury. the transfer of all warehouse and distribution operations previously
carried out at H:mH location to the Company's Atlas site in Sheffield. the

closure of certain manufacturing activities at the Atlas site and the cessation
of magnet production and the relocation of the remaining operations of the
Magnetics division to the Company's Atlas site.

To consolidate these improvements in operating performance the Company remains
focused on the launch of innovative new products and the Mss_asmsmmﬁﬂo: of
initiatives to reduce its operational cost base. Such initiatives may include
improved raw materials and product procurement and the introduction of more
efficient processes in order to minimize margin erosion and to retain a
competitive pricing edge over cheap foreign imports. Opportunities will continue
to be explored to make the Company's manufacturing base more cost efficient.
Going forward such initiatives, together with planned investment in new capital
equipment in the UK, China and elsewhere, if successfull ly implemented. should
further improve the operating performance of the Company .
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Despite consideration of these cost control initiatives, the Company's results
continue to be adversely impacted by the significant non-cash, $8.0 million
annual FAS &7 pension charge. As a result, and as is further explained in the
Qutlook section, the Company anticipates that it will suffer an operating loss
in the fourth quarter of fiscal 2007.

RESULTS OF OPERATIONS
The following discussion provides a review of results for the three and nine
months ended June 30. 2007 compared to the three and nine months ended June 30,

2006.

Summary Profit and Loss Account Data:

Three Months Nine Months
Ended June 30, Ended June 30,
2007 2006 % Change 2007 2006 % Change
$m $m $m $m
<S> <> <C> <C> <C> <> <>
Sales oo i 28.73 24.65 +16.57 82.72 75.15 +10.07
Cost of goods sold ......... (18.30) (16.77) +12.09 (54.20) (51.75) +4.73
Gross profit ........cooovi, 9.93 7.88 +26.09 28.52 23.40 +21.89
Selling. general and
administrative expenses .. (10.29) (9.36) +9.91 (29.98) (27.78) +7.91
Gain on sale of land
buildings ..oovviini. - - - 0.32 - +100.00
Class action settlement .... - (0.65) (100.00) - (0.65) (100.00)
Reorganization costs ....... (0.02) (0.59) (96.28) (0.12) (1.82) +93.41
Operating 1oss ....ooovvui.. (0.38) (2.72) +86.23 (1.26) (6.85) +81.55
Other income ....covvuvuinnn 0.11 - +100.00 0.29 0.09 +237.21
Loss from continuing
OPETrations ......oevev.n. 0.27) (2.7 +90.16 (0.97) (6.76) +85.60
Income tax ......vivuienvn.nn (0.04) (0.04) - (0.14) 0.27 (150.00)
Loss from continuing
operations after taxes .... (0.3 (2.76) +83.83 (1.1D) (6.49) +82.91
Loss from discontinued
Operations «..o.ivvv.i.... 0.00 (0.0 +100.00 0,00 (0.09) +100.00
Net 1088 v, (0.31) (2.7 +88.87 (1.1 (6.58) +83.14
Effective tax rate (%) ..... (15.30) (1.50) (13.96) 3.97
As a percentage of sales %:
Gross profit ......cv i, 34.58 31.97 34.48 31.14
Selling, general and
administration expenses .. 35.81 37.98 36.25 36.97
Operating loss ... ...vvu.. (1.31) (11.05) (1.5 (9.12)
Net 10ss oot (1.08) (11.26) (1.34) (8.76)

</TABLE>

Note: The percentage and percentage change data shown above have been calculated
from the Consolidated Statements of Operations included within the Financial
Statements attached hereto. The financial data shown in the Financial Statements
is given in thousands rather than the millions presentation adopted in the table
above,

SALES

Sales from continuing activities increased by $7.57 million (10.07%) from $75.15
million in the nine months ended June 30. 2006 to $82.72 million for the nine
months ended June 30, 2007. Sales of $28.73 million in the quarter ended June
30, 2007 were $4.08 million (16.57%) higher than sales of $24.65 million
recorded for the comparable period last year.
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Three months Nine months

Ended Ended
Tune 30, June 30,
2007 2007
Note $m $m
Effect of exchange rate movements ..... (a) 2.46 7.04
Sales volume inCreases ....vivvvvevr.n. (b) 1.70 0.87
Increased rebates oo (c) (0.08) (0.34)
4.08 7.57

Analyzed by principal business segment. the net sales increase is reconciled as

follows:
Three months Nine months
Ended Ended
Tune 30, June 30,
2007 2007
Note $m $m
a) Hand and garden tools
Effect of mxmwmamm rate movements .. (a) 1.77 4.88
Sales volume movements ............. (b) 0.86 (0.7%)
Rebates ... oo i (¢) (0.08) (0.34)
2.55 3.79
b) Metrology tools
Effect of exchange rate movements .. (a) 0.43 1.35
Sales volume increases (b) 0.79 1.75
1.22 310
¢) Magnetvic products
Effect of exchange rate movements .. (a) 0.26 0.81
Sales volume movements ............. (b 0.05 (0.13)
0.31 0.68
Total oo 4.08 7.57

Notes:

(a) The functional currencies of the group's revenues are UK sterling, the
Euro, the Australian and New Zealand dollar and the Chinese Yuan. The
principal functional currency is sterling and the variation in the average
US$/(pound) cross rate in the three and nine month period to June 30, 2007
compared to the comparable period last year has had a significant
favorable impact on the US dollar value of the group's sales. The average
US$/(pound) cross rates in the periods under review can be summarized as:

Average Cross Rates
2007 2006 % Movement
3 months ended June 20, 1.9865 1.826 8.79
9 months ended June 30, 1.9519 1.774 10.03
(by  The general trading environment in our principal markets remains little

changed from that reported in previous quarters. Flat consumer demand
continues. We also face ongoing competition from rival suppliers across a
number of product ranges and the practice of major retail customers
promoting own label offerings sourced from the Far Fast at the expense of
S & J Company product increases.
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Despite the continuing difficult trading conditions there have been some
excellent results in the third quarter. The Bowers division experienced
volume increases out of its UK based export facility as well as its
distribution outlet in Maastricht. Likewise, there have been strong sales
in the Eclipse Magnetics Separation business. The Neill Tools division
continues to develop its UK garden centre initiatives and has benefited
from Garden Power sales to a major retailer that were deferred from
earlier periods. In S&J France, diversification away from traditional
garden tool products is proving very successful and Robert Sorby has
continued to witness strong North American sales in the period under
review.

(¢) Sales rebates charged in the three month period ended June 30, 2007
amounted to $1.34 million compared to § 1.14 million in the three month
period ended June 30, 2006. For the nine month period under review rebates
increased from $3.79 million in 2006 to $4.24 million in 2007. The
increase is primarily due to increased trading volumes in Australia and
France and the adverse movement in exchange rates

SEGMENTAL REVIEW OF SALES

We aim to maintain and develop the sales levels of our businesses through the
taunch of new products. the improvement of existing ranges and the continued
marketing of our portfolio of brands in order to retain and gain market share.

Sales and revenue details on a segment basis are as follows:
NEILL TOOLS

Sales for the gquarter ended June 30. 2007 of $12.15 million showed an increase
of $1.38 (12.80%) million over last vears sales of $10.77 million. The increase
was attributable to favorable exchange rates of $1.02 million, favorable volume
increases of $0.41 million. offset by increased sales rebates of $0.05 million,
In the nine months eaded June 30, 2007 sales of $33.04 million were $0.26
million (0.80%) higher than last vear's sales of $32.78 million. This increase
comprised favorable exchange movements of $3.02 million offset by adverse volume
variances of $2.74 million and increased sales rebates of $0.02 million.

Neill Tools continues to encounter a challenging trading environment in both its
export and home markets. Once again. the UK retail sector has reported a
downturn in consumer spending that has had an adverse impact on our hand and
garden tools sales. This has been exacerbated by poor UK weather conditions
during the third quarter, which have negatively affected garden product sales.

Despite these difficult trading conditions, the UK garden centre initiative
reported in previous quarters conmtinues to progress, delivering sales volumes
greater than our original expectations. This, together with the success of the
Spear & Jackson powered garden tools franchising initiative, demonstrates the
strength of the Spear & Jackson brand within the gardening sector. Additionally,
in the quarter, the division's sales have benefited from the power tool
deliveries to a major retailer that were deferred from earlier periods.

In the export markets sales have again been lower than anticipated mainly as a
result of the continued overstocking at certain of our key Middle Eastern
distributors. The export market continues to be driven by demand for our hacksaw
blades. Sales of these products now represent 60% of our industrial tools’
revenues and strategies continue to be evaluated to spread this sales
concentration risk. The continued weakness of the US$ provides margin challenges
within markets where transactions are denominated in that currency. We have been
approached by certain cusiomers to offer them currency support to mitigate the
adverse effect that the weakening doliar has on their purchases from ws. In
addition, export customers who traditionally purchase product from us in
sterling are delaying orders as a result of their local currency being 1
the USS.

inked to

Gross margins have improved considerably when compared to the same period last
year. The main drivers behind the increased margins are the reduction in fixed
production costs arising from the closure of the Company's UK manufacturing
plant at Wednesbury. other reorganization initiatives and the outsourcing of
previously manufactured products. Whilst these improvements in gross margins
when compared to last year are welcome. the significant changes in the
division's manufacturing and sourcing profiles are currently placing additional
pressures on sales delivery as the company strives to meet its current order
schedules. These delivery issues have resulted in additional costs being
incurred in order to satisfy customer demand and this has diluted margins in the
period. Management is currently reviewing the settlement of overdue orders in
order that such additional product procurement costs are minimised in future
periods.
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As previously explained, the main challenges for the business remain the
continuing review of the manufacturing cost base and the development of
innovative new products. The demand for the Predator woodsaw range continues to
drive UK manufacturing as we look to improve output to satisfy demand.
Development continues on a new version of our successful Predator woodsaw range,
incorporating added value features for our customers. We continue to explore new
initiatives with key retail and trade customers in order to build a platform for
continued organic growth.

W @

ECLIPSE MAGNETICS

Revenues for the quarter showed a $0.31 million increase (10.32%) over last
year's figures (2007 3.27 million, 2006 $2.96 million) with favorable exchange
movements of $0.26 million and increased volumes of $0.05 million. For the nine
months ended June 30, 2007 sales showed an 8.12% increase of $0.68 million
(2007, $9.06 million. 2006, $8.38 million) attributable to favorable exchange
variances of $0.81 million offset by adverse volumes of $0.13 million.

Sales for the third quarter have improved when compared to the same period last
year with strong Separation sales compensating for lost business within the
Industrial sector. The Separation division continues to increase its market
share within the food processing industry. We continue to grow our division to
offset continued reductions in demand for Alnico magnetic materials as a result
of many of our OEM customers moving to direct supply from China and the Far
East.

Competition from the Far East remains the main threat, whether directly or
through agents. as more and more companies emerge in our trading markets who are
able to offer high quality goods at low market price points. The strength of
sterling against the US$ and the Euro is applying increasing pressure on our
margins with the USA being our biggest export market.

Gross margins, before one-time stock provisioning. have improved since last
year. the main driver being the reduction in fixed production costs that has
arisen from the division's UK restructuring program. As previously reported, in
August 2006, the company announced both the cessation of certain manufacturing
activities at its site in Sheffield, England and the relocation of its remaining
business to the Atlas site, Sheffield. The relocation was completed in December
2006.

The cost of key primary materials, steel, nickel and cobalt has continued to
increase during the period, with cobalt and nickel trading at an 8 year high.
This increase has and will continue to put pressure on our margins and, although
we were able to pass on this increase as a surcharge within certain sectors, our
main customers witl not accept such surcharges until supply contract renewal
dates. The strength of sterling against the US$ and the Euro is again impacting
on marging, particularly on sales to the US which is our biggest export market.

Looking forward, the main challenge remains the distancing of rival Far East
manufacturers from our key customer base., Our commodity-based business is under
threat but, to counter this, we continue to promote the attractiveness of our
product by offering added value options to our customers. The Engineered
Products division continues to grow with a strong quarter four forecast.

The continued price increases of neodymium. nickel and cobalt that are already
having an adverse impact on our margins, will continue to do so if prices keep
increasing. To counter this, management continues to follow a strategy of new
product development, increasing market share within key product segments through
the introduction of new products and through other initiatives, including strict
cost control and the implementation of manufacturing and other efficiencies.

ROBERT SORBY

Sales for the quarter were $0.21 million (20.85%) more than the comparable
period last year last year (2007 $1.24 million, 2006 $1.03 million).
attributable to favorable exchange variances of $0.11 million and increased
volumes of $0.10 million. In the nine month period ending June 2007, sales have
increased by $0.76 million (21.52%) from $3.56 million in 2006 to $4.32 million
in 2007. This increase is attiributable to favorable exchange variances of $0.40
million and increased sales volumes of $0.36 million.

Growth in the third quarter is again attributable to continued success in North
America. This has arisen through ongoing focused promotional activity together
with more "co-operative" initiatives with key dealers. Further North American
promotional activity is planned for Ql of fiscal 2008 when the US buying season
begins. These sales increases have occurred despite the continued strengthening
of sterling against the US dollar.
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In the UK, sales demand was soft despite the highly successful launch of the
"Pro-edge" sharpening system. Indeed, so successful has the UK launch been that
the North American introduction has been delayed until adequate inventory cover

has been secured.

The decline in UK sales reflects the more challenging nature of our home market
since the end of March. Sales and marketing costs will be reviewed and
controlled to mitigate the impact of any lost revenues in this sector.

The declining UK trade sales have been largely offset by the continued growth of
our retail business. Our retail operation continues to benefit from the
incorporation of an e-commerce site last summer as well as the thriving mail
order catalogue trade. The initiation of a retail arm has given us an element of
control over the distribution of our product line in the UK which should prove
beneficial. We anticipate that further resources will be transferred from our
trade to our retail operations to capitalize on the opportunities experienced in
that market

Gross marging in the period have improved when compared to the same period last
year, mainly attributable to a more favorable mix of product sales. At the same
time overhead costs have been rigorously held in check.

Looking forward the business climate still remains uncertain. UK trade markets
remain challenging and although we have enjoyed strong North American sales, the
continued strengthening of sterling against the US dollar could negatively
impact on our export sales and our margins.

BOWERS

Sales for the third quarter have increased by $1.22 million (29.8.%) from $4.10
million in Q3 of fiscal 2006 to $5.32 million in Q3 of fiscal 2007. This
increase is attributable to favorable exchange rate variances of $0.43 million
and increased volumes of $.79 million. Cumulatively, sales have increased by
$3.10 million (25.48%) from $12.13 million in the nine months to June 30, 2006
to $15.23 million in the nine months to June 30, 2007. This was attributable to
favorable exchange rate variances of $1.35 million and increased sales volumes
of $1.75 million.

Quarter 3 has continued the strong trend seen in guarter 2 and has proved to be
excellent for the Bowers Group. In particular, export sales via our UK
operations and sales from our distribution outlet in the Netheriands have been
particularly strong.

To date, the Shanghai facility has been operating as a quality control and
administration centre for products being shipped to Europe. Delays in completing
the implementation of the production facility at that site have negatively
impacted operating profit but capital equipment is now in place and the
production of the first batch of "Eseway" hardness testers will be made in the
forthcoming quarter.

Gross margins have been in line with expectations but the further weakening of
the US$ is a concern. Energy costs and raw material costs have now stabilized
but increases in the price of high demand materials such as steel and aluminium
remain possible.

The new "Bowers Ultima" high-accuracy bore gauging system was successfully
launched at the main industry exhibition in Germany in May 2007. Customer
reaction was excellent with several pre-orders received from key customers.
Similarly, the trade show witnessed the launch of the new "Eseway” fully
automatic bench hardness testers, sourced from our Shanghai facility, and orders
were placed during the show.

The continued recruitment of skilled labor in the UK manufacturing division
continues to be challenging. New capital expenditure programs for CNC machinery
have now been implemented in order to counter this shortage of labor but, with
the UK factory running at full capacity, the business is being forced to pay
overtime and to sub contract certain work.

The outlook for the remainder of fiscal 2007 remains positive with a good order
book across all divisions. Recent currency fluctuations, especially the
weakening in the US dollar, pose margin dilution issues but, at present, these
concerns are alleviated by the strength of demand in the US market
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S&J FRANCE

Sales in the quarter have increased by $0.46 million (18.35%) from $2.49 million
in 2006 to $2.95 million in 2007, the increase being attributable to favorable
exchange rate variances of $0.18 million and increased volumes of $0.29 million
offset by increased rebate levels of $0.01 million. For the nine month period
ended June 30, 2007 sales have increased by $1.06 million (13.25%) from $8.00
million in 2006 to $9.06 million in 2007. This is attributable to favorable
exchange variances of $0.67 million and increased volumes of $0.42 less
increased rebates of $0.03 million.

The above sales increases have been achieved against a backdrop of declining
demand where recently released statistics compiled by French garden product
trade associations indicate that sales of garden products in the French market
have decreased by 4.3% between 2005 and 2006.

Maintaining turnover levels has. however, negatively impacted on margins.
Certain customers have requested price reductions and, although new business has
been achieved with key French retailers, such incremental business has related
to the supply of "own label" ranges rather than the premium S&J brands which
carry higher gross margins.

To mitigate these reduced margins, and also to generate additional sales, the
S&J France division has been offering an increasingly diversified product range.
In the current quarter, sales of such new products amounted to over $0.2 million
which represents most of the volume increase in the period. In the year to date,
sales of new products account for approximately $1.0 miilion of the business's
sales.

Although our success in product diversification and gaining new business is
encouraging. our base garden tool business faces a number of fundamental issues.
As noted above, the volume of products sold is decreasing and the retail price
points are being systematically reduced thanks to the amount of entry level
products sourced, typically, from the Far East. Additionally. competition
remaing intense in the French garden products market with a number of suppliers
trying to secure business with a shrinking base of retail outlets. The trend of
customers switching to the sale of own label offerings at the expense of premium
branded product is continuing. All of these factors inevitably lead to pressure
on margins and the situation is exacerbated by our sales profile where 40% of
our turnover is concentrated on two customers.

In order to relieve these margin pressures the Company continues to develop new
products and to look for new suppliers in China and India in order to drive down
product costs. Quality control and reliability of delivery times remain key
criteria, especially where these products are being used to source customers'
own label demand requirements.

The Company will continue to concentrate on marketing activity to promote its
principal brands and to secure new listings. Such activity has and will continue

to centre on the publication of a new 2007/8 product catalogue, improvements to
the Company web site. advertising, newsletters, e-marketing. etc.

As sales of traditional product lines decline (forks. hooks, snow tools. etc.)
it is clear that we must offer new product ranges and that we are able to offer
products of the right quality and at appropriate price points. With this in mind
we have tried to launch new products which are competitive in terms of price and
which are not simply garden tools but with which are associated with a more
general garden leisure theme, e.g. bonsal tools, wooden baskets, wooden crates,
repotting tables and decorative wooden wheel barrows. This trend will continue
as a way of both improving margins and eliminating the seasonal peaks that are
typical of the traditional garden products business.

AUSTRALASIA

Sales have increased by $0.50 million (15.2%) in the current quarter from $3.30
million in Q3 of 2006 to $3.80 million in Q3 of 2007. Volume increases of $0.07
million and favorable exchange rate variances of $.0.45 million were partially
offset by increased sales rebates of $0.02 million. Cumunlatively, for the nine
months to June 30, 2007 sales have increased by $1.71 million (16.60%) from
$10.29 million in 2006 to $12.0 million in 2007 due to favorable volumes of
$1.22 million and exchange variances of $0.78 million, offset by increased
rebates of $0.29 million.
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The Australian operation had another successful quarter, following the trends
set in Quarters 1 and 2. Competition from imported house brands and the ongoing
drought have again restricted sales of garden products when compared to the
previous vear but this was offset by improved sales in masonry, hand tool and,
particularly, air product categories.

In New Zealand there was an 8% reduction in Q3 sales levels when compared to
last year. Decreases in air and garden sales and the delisting of an
unprofitable drainage product range were only partially offset by gains in
garden cutting, digging and hand tools. For the nine month period, however,
sales are 3% higher than last year due to increased sales in the air tool and
power generator calegories.

As a result of increased sales levels, improved product sourcing. wholesale
price increases and currency price gains, and changes within the sales and
customer mix of the businesses, gross margins have seen a considerable
improvement over the same period last year.

Overall. our sales profile mirrors general market trends and therefore continues
to reflect the continued expansion and domination of the market by the major
corporate retailers who continue to expand their market share at the expense of
the traditional independent retail sectors. Our sales mix reflects this pattern
with sales growth continuing in the corporate sector whilst sales to the
independent retailers continue to decline. Our objective going forward is to
spread our exposure to the corporate sector by increasing our sales and market
share in the independent and industrial markets.

In Australia, year to date sales growth of 13% in the independent sector is a
significant improvement on the previous vear and, as such, is in line with
management sales strategies for this sector. Sales to independents show a year
on vear decline in New Zealand but much of this relates to the deletion of the
drainage product range and the non-availability of generators.

Despite the various sales achievements. competirion from imported Asian products

and retailer house brands continue to place sales volumes, margins and market
share under pressure.

Going forward. our focus will be on the promotion and marketing of new and
improved Spear & Jackson ranges to gain incremental sales and profit growth
together with aggressive pricing strategies to maintain and improve market share
in all the categories in which we compete. In addition, improved product
procurement and the successful implementation of price increases will help to
ensure our sales and trading marging continue to improve going forward.

COSTS OF GOODS SOLD AND GROSS PROFIT

Summary details regarding costs of goods sold as a percentage of sales and gross
profit margins in the periods under review are as follows:

Three months ended Nine months ended
June 30, June 30, June 30, June 30,
2007 2006 2007 2006
% % % %
Cost of goods sold
as a % of sales ........ 65.42 68.03 65.52 68.86
Gross profit margin .... 34.58 31.97 34.48 31.14

Costs of goods sold increased by $2.03 from $16.77 million in the three month
period ended June 30, 2006 to $18.80 million in 2007. In the nine month period
under review costs of goods sold have increased by $2.45 million from $51.75
million in 2006 to $54.20 million in 2007.

The increased gross margin in the periods under review and the decrease in the
cost of goods sold as a percentage of sales reflect the improvements in
manufacturing efficiencies and the reduction of direct costs as a result of the
extensive restructuring initiatives in our UK manufacturing operations. The UK
manufacturing reorganization program, initiated in the last gquarter of 2005 and
continued in the second and subsequent quarters of Fiscal 2006 and 2007 with the
closure of our manufacturing site at Wednesbury in the UK, the relocation of the
UK central warechouse to the Atlas site in Sheffield and the cessation of certain
manufacturing activities in the UK magnetics division has had, and will continue
to have, a beneficial effect on margins. Own-manufactured product is being
progressively replaced with factored items sourced from overseas thereby
reducing costs and increasing profitability. The margin improvements have been
diluted, however, as additional costs have been incurred in addressing quality
control issues and in meeting current sales order schedules.
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We will continue to evaluate means of maintaining and improving current sales
mixes and of further reducing costs of goods sold across all of our principal
trading operations to avoid margin erosion. Improvements in manufactuving
efficiency and the reduction of direct costs and those costs associated with the
sourcing of product continue to be the focus of management as a mears to improve
competitiveness in new and existing markets.

Further pressure is exerted on our margins by the continuing weakness of the
dollar and, to retain competitiveness, additional discounts have been offered in
certain markets where our sales are transacted in that currency.

The Company's position is not, however, unique in this respect since the trading
issues crystallized by the weakening value of the dollar are currently faced by

many other UK companies with material export sales interests.

OPERATING COSTS, INCOME AND EXPENSES

¢a) SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

Selling, general and administrative (SG&A) expenses increased by $0.93 million
(9.91%) from $9.36 million in the quarter ended June 30, 2006 to $10.29 million
in the quarter ended June 30, 2007. In the nine months ended June 30, 2007 costs
of $29.98 million have increased by $2.20 million (7.91%) from $27.78 willion in
the nine months to June 2006.

The principal reasons for the movements are as follows:

Increase over Prior Year

Three months Nine months
ended ended
June 30, June 30,
2007 2007
$m $m
a) Impact of movements in average
US$/sterling cross rates in the period 0.85 2.71
by Increased Bowers Shanghai 2007 costs . 0.10 0.30
¢) Increased UK distribution costs ...... - 0.24
d) Inflationary increases ............... 0.16 0.60
e) Decreased US head office costs ., ..... (0.06) (0.14)
f) Other net decreases .....coovvivinvn... (0.1 (1.51)
Total net increase in SGEA expenses ..... 0.93 2.20

(b) GAIN ON SALE OF LAND AND BUILDINGS

Of the $0.32 million credit in the nine months to June 30, 2007 $0.23 million
represents the sale, on March 27, 2007, of land at the company's Atlas site in
Sheffield, England that was surplus to current requirements. The remaining $0.09
million relates to the deferred element of the gain arising on the sale, in July
2006, of the land and buildings at the Company's UK manufacturing site at
Wednesbury,

(¢) SETTLEMENT OF CLASS ACTION LITIGATION

On July 7, 2006, Spear & Jackson, Inc. entered into a Memorandum of
Understanding whereby it agreed to pay $0.65 million in settlement of the class
action litigation. in which it was a defendant. Provision was accordingly made
for that sum in the financial statemeuts for the quarter to June 30, 2006.

(d) MANUFACTURING AND OTHER REORGANIZATION COSTS
A net charge of $0.02 million was incurred in the three month period to June 30,
2007 compared to a $0.59 million charge in the previous year. Cumulatively. to

June 30, 2007, a $0.12 million charge was incurred compared to $1.82 million in
the previous year.
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On January 25, 2006, the Company announced the closure of the remaining element
of its manufacturing site at Wednesbury, England. The closure and relocation of
the Wednesbury facility was completed by November 30, 2006 and the costs for
this exercise. including employee severance payments, site closure expenses and
factory reorganization expenses were provided for in the gquarter to March 31,
2006, Additionally, in the gquarter to June 2006, the Company announced that
certain manufacturing operations carried out at its Atlas site in Sheffield,
England would also cease. Provisions for employee severance costs in respect of
the closure of these manufacturing operations were made in that quarter. Costs
of $0.59 million were expensed in the three months and $1.82 million in the nine
months to June 30, 2006 in relation to the Wednesbury and Atlas manufacturing
reorganizations.

Costs of $0.01 mitlion. including that element of employee severance costs
relating to the payment of loyalty bonuses, were expensed to the profit and loss
account in the Quarter to December 31, 2006.

Additionally, in the quarter to September 30, 2006, the Company's UK subsidiary,
Eclipse Magnetics Limited, amnounced the cessation of certain of its
manufacturing activities and its relocation to the Atlas site in Sheffield,
England. Provision was made for this move at September 30, 2006 and further
provisions of $0.02 million have been made in the three months to June 30. 2007
($0.10 million in the nine month period under review), principally in respect of
increases in the amounts initially provided re empty property rentals.

OTHER INCOME AND EXPENSES

Other income and expenses has moved from $nil in Q3 of 2006 to a net credit of
$0.11 million in Q3 of 2007. For the nine month period under review other income
and expenses has moved from a net credit of $0.09 million in 2006 to a net
credit of $0.29 in 2007.

The increase is primarily due to the inclusion of $0.06 million in Q3 of fiscal
2007 and $0.14 willion for the nine month period under review in respect of the
Group's share of earnings in Ningbo Hightec Magnetic Assemblies Co. Lid., a
joint venture company in which the company holds a 25% stake.

INCOME TAX

An income tax charge of $0.04 million arose in both the quarter to Jume 30, 2007
and June 30, 2006. For the nine months to June 30, 2007 there was a $0.14
million charge compared to a $0.27 million credit in the comparable period last
vear.

Income taxes represented 15.3% of the loss before tax in the three months to
June 30, 2007 and 1.50% of the loss before tax in 2006, For the nine months to
June 30, 2007 raxes represented 13.96% of the net loss before tax and 3.97% for
the comparable period last year.

In general, differences between the Company's effective rate of income tax and
the statutory rate of 35% result from such factors as: tax charges in certain
overseas subsidiaries within the Spear & Jackson group being taxed at rates
different from the statutory rate; the utilization of tax losses which are not
recognized within the deferred tax computation. the provision of valuation
allowances against potential deferred tax assets regarded as non-recoverable and
permanent differences between accounting and taxable income as a result of
non-deductible expenses and non-taxable incoms.

The principal reasons for the significant fluctuations between the effective
rates of tax and the US Federal statutory rate in the periods under review are
summarized below:

i) As a result of pre-tax losses in a number of the UK entities in the
nine months to June 30, 2007 and the ongoing benefit of a tax
deduction (spread over 4 years) in respect of the special
contribution of $7.2 million that was made to the Company Pension
Plan in fiscal 2005, tax losses have been generated in certain of
the UK companies. Valuation allowances of approximately $0.32
million have been applied to these losses as a recent history of
losses and other factors has precluded the Company from
demonstrating that it is more likely than not that the benefits of
these operating loss carry forwards will be realized.
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i1y Income within certain overseas subsidiaries within the Spear &
Jackson Group is taxed at different rates from the effective rate.
The typical local taxation rate suffered by the Company's non-US
overseas subsidiaries is approximately 30% compared to a US Federal
Statutory rate of 35%. The effect of applying a rate of 30%, as
opposed to 35%, to the Company's results is a tax credit of
approximately $0.02 million.

i11) Permanent differences between accounting and taxable income as a
result of non-deductible expenses have had the effect of increasing
the taxation charge by $0.12 million.

iv) In addition. the rate of tax has been increased as a result of
Josses that have been incurred in the United States for which no
utilization against future income is envisaged in the short term and
to which a valuation allowance has therefore been applied (tax
impact $0.12 million).

V) The gain of $0.22 arising in the three months to March 31, 2007 on
the sale of the Company's surplus land at its Atlas site, Sheffield,
is not subject to taxation due to the availability of capital losses
brought forward which have not been recognized within the deferred
tax computation.

The majority of the Group's deferred tax asset relates to timing differences
originating in its UK subsidiaries. Such deferred tax balances have been
provided at Ncﬁ Legislation. which was formally enacted at the beginning of
July 2007, will reduce the rate to 28% from April 2008 onwards. If this new rax
legislation :wg been formally enacted as of Tune 30, 2007, the effect on the
Group's condensed consolidated financial statements for the nine months ended
June 30, 2007 would have been as follows:

1) The income tax provision would have been reduced by $165 resulting
in an income tax benefit of $29.

i1y The deferred tax asset of $17,983 would reduce by $1,199 to $16,784.

iii) The netr of tax minimum pension liability adjustment of $47,734 would
increase by $1,365 to $49.099,

LOSS FROM CONTINUING OPERATIONS AFTER INCOME TAXES

Our net loss from continuing activities after income taxes in the three months

to June 30, 2007 was $0.31 am,wmor (2006 $2.76 million loss). In the nine
months to June 30, 2007 the loss from continuing activities was $1.11 million
(2006: $6.49 million loss).

DISCONTINUED OPERATIONS

Discontinued operations included in the results for the three and nine month
periods ending to June 30, 2006 relate to the Metrology Division's Coventry
Gauge thread gauge measuring division based in the UK, and the Megapro
screwdriver division of Spear & Jackson, Inc.

During the fourth quarter of fiscal 2005, the company began marketing for sale
its thread gauge measuring business located in the United Kingdom. The carrying
values of the assets relating to this entily were initially written down to
estimated fair value in the p:mmﬁna ended March 31, 2005 and further write-downs
were made in the final quarier of fiscal 2005. On February 28, 2006, the Company
concluded the sale of these assets ﬁoﬁ a nominal consideration.

The Megapro screwdriver division was disposed with effect from September 30,
2003 when the trade and assets of the principal Megapro companies were
transferred at their net book value to a management buy-in team headed by the
managing director of the Megapro business

In accordance with SFAS No. 144, "Accounting For the Impairment or Disposal of
Long-Lived Assets", the Company's previously issued Financial Statements have
been reclassified to present separately the net operations, cash flows, assets
and liabilities of these business segments, where material, as "Discontinued

Operations"”.
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LIQUIDITY AND CAPITAL RESOURCES

Our cash and cash equivalents amounted to $9.83 million at June 30, 2007 ($9.93

million at September 30. 2006), working capital (excluding deferred taxes)

totaled $35.10 million ($30.25 million at September 30, 2006) and our

VMOrrsoyamH s equity was $23.00 at June 30, 2007 ($21.84 million at September
2006).

Net cash used in operating activities in the nine month period ended June 30,
2007 was $0.65 million compared to $0.85 million provided by operating
activities in the nine months ended June 30, 2006. This decrease of $1.50
million primarily arises from:

- increase in trade working capital outflows of $3.40 million (127%)

- decrease in net inflows from other assets and liabilities (including
taxation) of $3.5 million (78.93%)

. Reduction in net loss (adjusted for depreciation. gain on sale of land and
buildings and deferred income taxes, etc) of §5.4 million (102.63%) as
dealt with in the commentary on results, above

ajmmmo:fmoHﬁgmvmﬁﬁmamsoﬂrﬁzonanwﬁmy<maygsom/msga@<ma@srWsoﬁ:mﬁ
assets and liabilities are summarized below:

(a) Trade working capital variances.

The net decrease in trade working capital cash inflows is analyzed as
follows:

Note $ million
Decreased inventory inflows (1) (2.75)
Increased trade receivable outflows (i1) (2.66)
Increased trade payable inflows (1ii) 2.01
(3.40)

i) Inventories reduced by $1.68 million in the nine months ended June 30 2006
whereas the same period in the current year showed an increase of $1.07
million. The increase of $1.07 million principally relates to higher
inventory levels of $1.90 million in our Australian and French
subsidiaries offset by inventory reductions of $0.80 million in the
Company's UK operations.

The inventory inflows for the nine months to June 30, 2006 benefited from
the rigorous inventory reduction program initiated within the UK hand and
tool division at the beginning of fiscal 2006. By September 30, 2006 stock
levels across most of the divisions had decreased, especially those
undergoing manufacturing reorganization programs, where lower inventory
levels were achieved following the move to factored rather than
own-manufactured product. As a result therefore, stock reductions in the
nine months to June 30, 2007 were not as pronounced as in the comparable
period under review., In Eclipse Magnetics, however, where the
reorganization plans were initiated at a later date, there have been
significant stock reductions in the nine month period to June 30, 2007
which are reflected in the UK inventory reductions at June 30, 2007,
referred to above.

ii) Trade receivables at June 30, 2007 were $2 ,m- million higher than those at
September 30, 2006. This increase mainly arises from the higher sales
achieved in April to June 2007 compared to those generated in the three
months ended September 30, 2006.

Similarly. the increase in trade receivable outflows in the nine months
ended Jume 30, 2007 when compared to the comparable period in the prior
year is primarily due to the increased levels sales in the quarter to June
2007 when compared to last year together with the impact of increased
levels of export sales. with longer settlement terms, in May and June 2007
in certain of our operating divisions over those recorded last year. For
example, payment terms can range from 60 days to 90 days for export based
customers compared to 30 to 60 days for home based customers and the
differing sales profiles can have a significant impact upon trade
receivable levels when comparing one period to another.
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1t1) Trade payables at June 30, 2007 were $2.56 million higher than those at
September 30, 2006 compared to and increase of $0.11 million in the prior
period. This increase mirrors the inventory movements discussed in i),
above, although the favorable variance has been diluted by increasing
levels of purchases of factored goods from overseas suppliers on reduced
settlement terms.

(b)  Variances in cash flows attributable to other assets and liabilities

) The major contributory factor is the $1.8 million payment of severance and
move costs associated with the UK manufacturing reorganization programs at
the Wednesbury and Atlas sites and the Eclipse Magnetics division. In the

nine month period to June 30, 2007 $ 1.8 million had been defrayed. In the
nine-month period to June 30, 2006 although $0.9 million had been defrayed
at that date in respect of the UK manufacturing reorganization program, an
additional restructuring provisions of $1.82 million in relation to the
closure of the Wednesbury site and the reorganization of the Atlas site
were made.

i1)  Reduced accrual levels at June 30, 2007 compared to June 30, 2006
especially in those restructured trading entities where creditors in
respect of direct labor costs. previously accrued for in other creditors,
have been replaced with accruals for factored/bought-in product, that are
included within trade payables. Additionally. other creditors at June 30.
2006 included $0.65 million with regard to the settlement of the class
action litigation.

Cash used in investing activities in the nine months to June 30, 2007 was $0.64
million compared to $0.88 million in 2006. The 2006 comparatives include a $0.23
million investment in Ningbo Hightec Magnetic Assemblies Co. Ltd., a joint
venture company in which the company holds a 25% stake. Although capital
expenditure for the nine months to June 30, 2007 was $0.35 million higher than
in 2006, primarily due to the purchase of the new computer hardware at the UK
operations Head Quarters at the Atlas site, Sheffield, England, these cash
outflows were offset in the period by an inflow of $0.29 million relating to the
sale proceeds of surplus land at the Atlas site.

There was no net cash provided by financing activities in the nine month period
to June 30, 2007 compared to $0.77 million in the comparable period last year.
The 2006 figure represents the utilization of the UK bank facility to meet
cyclical trading demands in the UK, increased pension plan contributions and the
payment of restructuring costs associated with the manufacturing reorganization
program. There was no similar utilization of the UK bank overdraft facility at
June 30, 2007.

BANK FACILITIES

The UK subsidiaries of Spear & Jackson plc and Bowers Group plc maintain a line
of credit of $9.03 million. This is secured by fixed and floating charges on the
assets and undertakings of these businesses. Of the toral facility, $6.02
million relates to bank overdrafts and $3.01 million is available for letters of
credit. These facilities are denominated in sterling. The overdraft carries
interest at UK base rate plus 1%. At June 30, 2007 and September 30, 2006 the
company had $nil outstanding uader the overdraft line and at Jume 30, 2007 $0.02
million in outstanding letters of credit (September 30, 2006: $0.60 million).

The French and Australian subsidiaries of Spear & Jackson plc maintain
short-term credit facilities of $2.89 million denominated in Euros and
Australian dollars. The facilities comprise bank overdraft lines, with interest
rates ranging from 6.8% to 12.6%. together with facilities for letters of credit
and the discount of bills receivable. There was nothing outstanding under the
overdraft lines at both June 30, 2007 and September 30, 2006. $0.03 million of
letters of credit and bills were outstanding under these facilities at June 30,
2007 (September 30, 2006: $0.50 million).

The UK facilities were renewed in December 2006, the Australian facilities were
renewed in October 2006 and the French facilities fall for renewal at various
dates in 2007. These lines of credit are subject to the Company's and its
subsidiaries' continued credit worthiness and compliance with the applicable
terms and conditions of the various facilities. Assuming that the Company
maintains compliance with these conditions it is anticipated that all the
facilities will continue to be renewed on comparable terms and conditions.



The Company's bank accounts held with the HSBC Bank plc by UK subsidiaries of
Spear & Jackson plc and Bowers Group plc form a pooled fund. As part of this
arrangement the companies involved have entered into a cross guarantee with HSEC
Bank plc to guarantee any bank overdraft of the entities in the pool. At June
30, 2007 the extent of this guarantee relating to gross bank overdrafts was
$23.75 million (September 30, 2006 $21.6 million). The overall pooled balance of
the bank accounts within the pool at June 30, 2007 was net cash in hand balance
of $5.25 million (September 30, 2006 $5.40 million).

The bank overdraft and other facilities of Spear & Jackson Australia Pty.
Limited have been guaranteed by its immediate parent, James Neill Holdings
Limited and the bank overdraft and other facilities of Spear & Jackson France SA
have been guaranteed by Spear & Jackson plc.

Historically, our business operations have been funded from net operating income
supplemented, where necessary, by utilization of the UK, French and Australian
banking facilities described above. We believe what we have sufficient capital
resources, liguidity and available credit under our current principal banking
facilities supplemented, where necessary, by temporary increases, to sustain our
current business operations and normal operating requirements for the
foreseeable future,

As discussed below, in Off Balance Sheet Arrangements and Contractual
Obligations, on JTuly 11, 2007, the Company reached an interim arrangement with
the Plan trustees and actuaries, whereby it was agreed that a one-time special
contribution of approximately $2 million was paid to the Plan on August 1, 2007.
This was met out of current capital resources and no additional funding is
envisaged to meet this obligation.

As the Company continues to focus its efforts on improving the competitiveness
of its worldwide operations, additional funding may be required to finance
restructuring of the non-profitable areas of the Company's divisions and to meet
items of significant one-off expenditure. Such expenditure may include:
investment in new capital equipment; further special contribution payments to
reduce the pension plan deficit; and any expansion of the Spear & Jackson or
Bowers operations.

Funding for these initiatives mav be obtained through the negotiation of
increased bank lending facilities or the sale of surplus assets.

OFF BALANCE SHEET ARRANGEMENTS AND CONTRACTUAL OBLIGATIONS

The Company makes a range of contractual obligations in the ordinary course of
business. The following table summarizes the Company's principal obligations at
June 30, 2007:

Total

Amount Payments due by period ($m)

Committed 1 year 1-3 4-5 5 years
Contractual obligation ($m) or less years years or more
Capital lease obligations 1.5 0.6 0.8 0.1 -
Operating leases (note a) 6.1 1.3 2.3 1.3 1.2

7.6 1.9 3.1 1.4 1.2

(a) Amounts represent the minimum rental commitments under non-cancelable

operating leases.

(b) Excluded from the above tables are the amounts payable by the Company to
the UK defined benefit pension plan as future funding obligations over the
five year term shown above cannot be accurately forecast. The annual
contribution rate is set annually by the actuary in accordance with the
applicable UK regulatory legislation. In the year ended September 30, 2006
the Company paid $3.4 million into the plan.
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The Company's current funding agreement with the Plan ended on Tuly 31,
2007, In the ten month period ending on that date, the total Company
contributions amounted to approximately $3.1 million. On July 11, 2007,
the Company reached an interim arrangement with the Plan's¢ trustees and
actuary whereby it was agreed that a one-time special contribution of
(pound)! million (approximately $2.0 million) was to be paid to the Plan
by August 1, 2007 and employer contributions are to continue at the rate
of (pound)1.9 million (approximately $3.8 million) per annum. This is an
interim arrangement pending, and without prejudice to, the conclusion of
negotiations between the Company. the actuary and the Plan trustees. When
formal agreement is reached between the parties concerning the definitive
funding contributions, future annual contributions may therefore be in
excess of the $3.8 million determined by the interim arrangement explained
above. Following the recent introduction of new UK pensions legislation,
if no agreement is reached by the parties with regard to future Pan
funding by June 2008, the UK Pensions Regulator will then become involved
in all further negotiations.

(e} As at June 30, 2007 the Company had letters of credit of $0.05 million
outstanding, which are secured by the UK and Australian credit facilities.

At Tune 30, 2007 the Company had no material off-balance sheet arrangements
other than the non-debt obligations described in contractual obligations above.

OUTLOOK

We anticipate that an operating profit (before the inclusion of FAS 87 pension
charges) of approximately $1.1 million will be recorded in Quarter 4 of fiscal
2007. After taking into account quarterly pension charges of $2.1 million a net
operating loss of $1.0 million is forecast for Quarter 4. This result is
dependant upon current forecast sales levels being realized with no significant
sales revenue either being lost or being deferred into future qguarters and no
dilution of margins.

The trading result for the year is therefore anticipated to be a loss of
approximately $2.3 million, as all base trading profits will be eliminated by
the significant non-cash pension charge of $8.0 million calculated in accordance
with FAS 87. As a result of the level of pension charges, the Company also
anticipates sustaining a net loss after tax for fiscal 2007. Management will
continue to consider all available operational strategies to mitigate the
negative impact of trading losses that arise as a result of these high pension
costs. both in the forthcoming quarter and beyond.

The results for the nine month period ended June 30, 2007 showed an improvement
in the Company's gross margins over the comparable period in the prior year from
31.14% in 2006 to 34.48% in 2007. which demonstrates that the reorganization
initiatives are now impacting positively on the business. As previously
reported, during the later part of fiscal 2005 and during 2006 the Company
performed a detailed review of its UK manufacturing operations to identify

initiatives to combat declining sales performance and the increase in low cost
imports from Far Eastern markets. In November 2006, the moamﬂsw completed the
closure of its Wednesbury manufacturing and distribution »mo_H_MM m:a the
relocation of the central UK warehousing facility to the Atlas site in
Sheffield, England. In addition, in the third quarter of wwmomw.woo@, the
Company announced the cessation of certain manufacturing operations at both its
Atlas site and the Eclipse Magnetics UK facility in Sheffield. It was also
announced that the remaining elements of the Magnetics business soc_a be
transferred to the Atlas Site. This reorganization was completed in December
2006,

The Wednesbury site closure, the Atlas reorganization and the Eclipse
restructuring and relocation represent a significant change to ﬁrm shape and
structure of the Company's UK hand tool and magnetic products w:mWSWmm models.
Given the size of the project and the changes involved it was msﬁ*npmmﬁmg that
there may be initial teething problems as the new sourcing operation m:a
retocated warchousing facility became fully operational. There sm<n, indeed,
been issues to resolve whilst new procedures and processes were U@_sm. A .
established with regard to supplier deliveries, quality control and awwﬁwpwzﬁho:
costs. These have diluted the savings that the reorganization should am_h<m~.
Management is currently reviewing all of these issues so that corrective
measures can be implemented in order that the full earnings benefits of the
restructuring can be realized as soon as possible.
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Given the competitive markets in which we operate, we will continue to look at
further initiatives to rationalize underperforming areas of the business and to
mounitor operational infrastructures in the United Kingdom, particularly overhead
and sourcing costs, to ensure that these are as cost efficient as possible and
at a level appropriate to the needs of the business.

The Company's core UK hand and garden businesses continue to face challenging
trading conditions. The trends highlighted in Q2 of fiscal 2007 remain, with the
key considerations being soft demand in the UK retail sector, fierce competition
from cheap foreign imports and the increasing trend for multiple retailers to
buy and promote own label brands in preference to Company products. The
reorganization program referred to above was implemented to address these iss
and further strategies will be considered to further improve the Company's bas
- line profitability.

ues
se

As with the Company's UK hand and garden tool businesses, our Australasian and
French subsidiaries continue to experience difficult trading conditions because
of flat retail demand, the ongoing drought in Australia. increased levels of
competition from Far East imports, reduced consumer spending. consolidation of
retail groups., and the increasing trend of such groups to promote house brands
in preference to company branded product.

To counteract such factors, the management of these operations has developed an
introduced a number of new and extended ranges and promotional programs. Going
forward it is anticipated that these ranges should deliver incremental sales and
margin growth. Additionally, overhead reduction programs are ongoing as
management continues to focus on the removal of all excess costs from the
businesses.

nd

Within the Metrology division, the selling and distribution outlet in Maastricht
is now fully operational. M: the future, this revenue and earnings growth should
be enhanced by the division's subsidiary in Shanghai, China. A further $0.5
million of investment funding was injected into the business in Q2 and these
funds are currently being utilized in acquiring items of plant and machinery,

which will enable the company to set up its own manufacturing facility. This
manufacturing operation should be operational during the course of Q4.

Looking forward, demand for our own manufactured metrology hand tools will
continue to face further pressure from low cost Far East imports. The Company
therefore recognizes the need to focus its UK manufacturing sites on producing
more high technology products and measuring solutions. New products are the key
drivers for growth and several new ranges have been launched during the vear.

We anticipate that our businesses will face the issues of increased costs and
margin erosion as a result of raw material, fuel and other utility price
increases. interest rate increases, the $8.0 million FAS 87 pension charge and
weak dollar. These factors will again put pressure on our margins and overhead
costs. Wherever possible, these increases will be passed on though sales price
increases or their adverse effects will be mitigated by cost reductions or the
implementation of earning enhancing strategies.

=]

Any strengthening of the US dollar would impact favorably on the business. as
this would ease the pressure on margins and increase our competitiveness
Current trends, however, indicate no end to a continued weakening which will
place additional pressure on our sales into a number of our US$ denominated

export markets.

In the forthcoming months we will continue to focus on improving cash
generation. In the first nine months fiscal 2007 significant costs have been
defrayed in relation to the various restructuring initiatives. These costs have
been funded from existing core UK bank facilities. Further mczgm have also been
utilized to finance the next stage of the development of the Shanghai busines
through the set up of its own manufacturing facility. The Company has commenced
initial negotiations with the trustees of the Pension Plan to determine the
level of future employer cash contributions that will become effective following
the termination of the existing agreement on July 31, 2007. As an interim
arrangement, a one-time special contribution of $2 million was paid to the Plan
on August 1, 2007. In addition, emplover contributions are to continue at a rate
of approximately $3.8 million per annum until agreement is reached belween the
Trustees of the Plan and the Company on a definitive funding arrangement. This
new contribution rate will not be known until the Plan's triennial valuation has
been completed by the Plan actuary and discussions between the Company and the
Trustees are concluded. Such agreement may result in the Company's annual
contributions being finalized at an amount in excess of the current interim
arrangement $3.8 million. If no agreement is reached between the Company and the
Plan Trustees by June 2008, the UK Pensions Regulator will then become involved
in all further negotiations
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To restrict the pressure that this expenditure will have on the Company's bank
facilities, focus will be maintained on the strict control of working capital
and the implementation of strategies to both increase Company profitability and
reduce costs,

Going forward, the success factors critical to our business include sales growth
through penetration in new and existing markets:; the implementation of
strategies to enable us to compete against suppliers based in low cost
manufacturing regimes; successful procurement of new and existing products at
favorable prices, emphasis on new product development activities so that we can
exploit our brand equity and technical expertise to differentiate our product
offerings from cheap "me-too" imports; emphasis on promotional campaigns and
demonstration tours which focus on high margin product groups and on those high
added value areas of the Metrology and Magnetice husinesses; continued
reorganization of our existing manufacturing and overhead bases so that they are
as cost efficient as possible: the successful development of our operations in
China and elsewhere; and the maximization of cash resources and the negotiation
of additional bank facilities, where required, so that we are able to fund new
initiatives and take advantage of market opportunities.

Much, however, will continue to depend on the level of retail demand in our UK,
French and Austratasian markets. Softening demand and a further deterioration in
consumer confidence could significantly impact on our earnings levels in
subsequent periods.

The development of detailed business strategies under our new ownership
structure continues. Potential synergies and areas of specific market and
commercial expertise, particularly in the Far Eastern trading arena, have been
identified and initiatives are being actioned which, going forward, are hoped to
be of benefit to both Spear & Jackson, Inc. and United Pacific Industries
Limited ("UPI").

As previously reported, the formal resolution of the SEC legal action in fiscal
2005 has enabled the Company to move forward with more certainty so that both
short and long term commercial strategies could be formulated and implemented.
Additionally. the Court's approval. on January 22. 2007, to the Corporate
Monitor's request to be relieved of his duties is another indication of the
significant steps that the Company has taken in restoring its financial and
reputational standing since the Monitor's original appointment in April 2004.
The stabitity of the Company will now be further enhanced by the settlement of
the Class and Derivative Action litigation in May 2007.

The sale of Jacuzzi Brands, Inc.'s 61.8% majority shareholding in Spear &
Jackson, Inc. to UPI on July 28. 2006 removed another area of uncertainty and
has provided a platform for future business growth. Furthermore, on May 14,
2007, UPI made a formal offer to the Board of the Company to acquire the
remaining 38.2% of outstanding shares. Following extensive discussions between
UPI and the Company's Finance Committee, a revised offer price of US$1.96 per
share was agreed representing a total amount due to the minority shareholders of
US$4,297,343. Consequently, on June 22, 2007 the Company entered into a
definitive merger agreement (the "Agreement”) with UPI, under the terms of which
the Company will be merged with a newly formed Nevada corporation (the "Merger
Sub"y. At the effective date of the merger the separate existence of the Company
will cease and the Merger Sub will continue as the surviving corporation.
Accordingly, the stockholders of the Company (other than UPL., Pantene Global
Holdings Limited, any of their wholly owned subsidiaries, Merger Sub and any
Company stockholders who exercise their dissenter's rights) will receive a cash
payment of US$1.96 per share. Dissenters will be entitled to seek court
adjudication as to the fair value of their shares.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT WMARKET RISKS

The principal market risks to which the Company is exposed comprise interest and
exchange rate fluctuation, changes in commodity prices and credit risk.

INTEREST RATE RISK

The Company is exposed to interest rate changes primarily as a result of
interest payable on its bank borrowings, car finance arrangements classified as
finance leases and interest receivable on its cash deposits. At June 30, 2007
the Company had no borrowings in the form of overdrafts, finance lease
tiabilities of $1.46 million and had cash and cash equivalents of approximately
$9.83 million. Given the current levels of borrowings and the amounts
outstanding under finance leases, the Company believes that a L% change in
interest rates would not have a material imnact on consolidated income or cash

flows. Holding the same variables constant. a 10% increase in interest rates
would increase the Company's interest charge by $0.15 million.
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The nature and amount of our debt and cash deposits may. however, vary as a
result of future business requirements, market conditions. and other factors.
The definitive extent of our interest rate risk is not therefore quantifiable or
predictable because of the variability of future interest rates and business
financing requirements.

EXCHANGE RATE RISK

The Company has operations in the United Kingdom, France, Holland, Australia,
New Zealand and China. These operations transact business in the relevant local

currency and their financial statements are prepared in those currencies
Transtation of the balance sheets, income statements and cash flows of these
subsidiaries into US dollars is therefore impacted by changes in foreign

exchange rates.

In the nine months ended June, 2007 compared to the equivalent period in 2006,
the change in exchange rates had the effect of increasing the Company's
consolidated sales by $7.04 million or 9.37%. Since most of the Company's
international operating expenses are also denominated in local currencies, the
change in exchange rates had the effect of increasing SG&A expenses by $2.71
million for the nine months ended June 30, 2007 compared to the comparable prior
year period.

If the US doltar further weakens in the future, it could result in the Company
having to suffer reduced margins in order for its products to remain competitive
in the local market place.

Additionally. our subsidiaries bill and receive payments from some of their
foreign customers and are invoiced by and pay certain of their overseas
suppliers in the functional currencies of those customers and suppliers.
Accordingly, the base currency equivalent of these sales and purchases is
affected by changes in foreign currency exchange rates.

We manage the risk and attempt to reduce such exposure by periodically entering
into short-term forward exchange contracts. At June 30, 2007 the Company held
forward contracts to sell Australian and New Zealand dollars to buy
approximately $1.77 million US dollars.

The contract values were not materially different to the period end value of the
contracts. A 10% strengthening or weakening of the US$ against its Australian
and New Zealand counterparts could. however, result in the Company suffering
losses or benefiting from gains of approximately $0.18 million had no forward
contracts been taken out.

COMMODITY PRICE RISK

The major raw materials that we purchase for production are steel, cobalt,
nickel and plastic. We currently do not have a hedging program in place to
manage fluctuations in commodity prices.

CREDIT RISK

Credit risk is the possibility of loss from a customer's failure to make
payments according to contract terms. Prior to granting credit, each customer is
evaluated, taking into consideration the borrower's financial condition. past

payment experience, credit bureau information, and other financial and
qualitative factors that may affect the borrower's ability to repay. Specific
credit reviews are used in performing this evaluation. Credit that has been
granted is typically monitored through a control process that closely reviews
past due accounts and initiates collection actions when appropriate. In
addition, credit insurance is taken out in respect of a substantial proportion
of the Company's non-UK receivables as a means of recovering outstanding debt
@smﬁaﬁ:mn:wHOSGHwmczmwywﬂommm.

At June 30, 2007 the Company had made an allowance of $1.17 million in respect
of doubtful accounts which management believes is sufficient to cover all known
or expected debt non-recoveries.
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ITEM 4. CONTROLS AND PROCEDURES

The Company maintains disclosure controls and procedures as defined in Rules
13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended
(the "Exchange Act") that are designed to ensure that information required to be
disclosed in its reports filed or submitted under the Exchange Act is processed,
recorded. summarized and reported within the time periods specified in the SEC's
rules and forms. and that such information is accumulated and communicated to
the Company's management, including the Company's Principal Administrative
Officer (PAO) and Chief Financial Officer (CFO), as appropriate, to allow for
timely decisions regarding required disclosure. In designing and evaluating the
disclosure controls and procedures, management recognizes that any controls and
procedures, no matter how well designed and operated. can provide only
reasonable assurance of achieving the desired control objectives, and management
is required to apply its judgment in evaluating the cost-benefit relationship of
possible controls and procedures.

The Company carried out an evaluation, under the supervision and with the
participation of the Company’s management, including the former acting Chief
Executive Officer (now Chairman and Managing Director of the Company's principal
UK operating subsidiaries), the PAD and CFO. of the effectiveness of the design
and operation of the Company's disclosure controls and procedures pursuant to
Exchange Act Rule 13a-15(e) as of the end of the period covered by this report.
Based upon that evaluation, the PAO and CFO concluded that the Company's
disclosure controls and procedures are effective in timely alerting them (o
material information relating to the Company (including its consolidated
subsidiaries) required to be included in the Company's periodic SEC filings, and
management has concluded that the unaudited consolidated condensed financial
statements included in this Form 10-Q fairly present, in all material respects,
the Company's financial position, results of operations and cash flows for the
periods presented.

There has been no significant change in our internal control over financial
reporting that occurred during the period covered by this report that has
materially affected, or that is reasonably likely to materially affect our
internal control over financial reporting.

PART [1. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS,

On April 15, 2004. the US Securities and Exchange Commission filed suit in the
U.S. District Court for the Southern District of Florida against the Company and
Mr. Dennis Crowley, its then current Chief Executive Officer/Chairman, among
others. alleging violations of the federal securities laws. Specifically with
regard to the Company. the SEC alleged that the Company violated the SEC's
registration. anti-fraud and reporting provisions. These allegations arose from
the alleged failure of Mr. Crowley to accurately report his ownership of the
Company's stock. and his alleged manipulation of the price of the Company's
stock through dissemination of false information, allowing him to profit from
sales of stock through nominee accounts. On May 10, 2004, the Company consented
to the entry of a preliminary injunction, without admitting or denying the
allegations of the SEC complaint. The SEC is conlinuing its investigation into
persion issues. The Company is offfering its full cooperation.

As a further measure. the Court appointed a Corporate Monitor to oversee the
Company's operations. In addition to Mr. Crowley consenting o a preliminary
injunction. the Court's order also temporarily barred Mr. Crowley from service
as an officer or director of a public company, and prohibited him from voting or
disposing of Company stock.

Following Mr. Crowley's suspension the Board appointed Mr. I.R. Harrington. a
member of its Board of Directors, to serve as the Company's interim Chairman.
Mr. William Fletcher, a fellow member of the Company's Board of Directors, who,
until October 27, 2004. was the Company's Chief Financial Officer, and who is a
director of Spear & Jackson ple, based in Sheffield, was elected to serve as
acting Chief Executive Officer.
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After extensive settlement negotiations with the SEC and Mr. Crowley, the
Company reached a resolution with both parties. On September 28. 2004. Mr.
Crowley signed a Consent to Final Judgment of Permanent Judgment with the SEC,
without admitting or denying the allegations included in the complaint, which
required a disgorgement and payment of civil penalties by Mr. Crowley consisting
of a disgorgement payment of $3,765,777 plus prejudgment interest in the amount
of $304.014. as well as payment of a civil penalty in the amount of $2,000,000.
In May 2005, the SEC applied to the Court for the appointment of an
administrator for the distribution of these funds as well as funds collected
from co-defendants International Media Solutions. Inc.. Yolanda Velazquez and
Kermit Silva, who were not affiliated with the Company, to the victims of their
actions, pursuant to the Fair Funds provisions of the Sarbanes-Oxley Act of
2002.

On November 18. 2004. the Company signed a Consent to Final Judgment of
Permanent Injunction with the SEC pursuant to which the Company. without
admitting or denying the allegations included in the Complaint filed by the
Commission, consented 0 a permanent injunciion from violation of various
sections and rules under the Securities Act of 1933 and the Securities Exchange
Act of 1934, No disgorgement or civil penalties were sought from. or ordered to
be paid by, the Company.

Additionally. the Company entered into a Stock Purchase Agreement with PNC Tool
Holdings LLC ("PNC") and Mr. Crowley, the sole member of PNC. Under the Stock
Purchase Agreement. the Company acquired, for $100. and other good and valuable
consideration, 6,005,561 common shares of the Company held by PNC. which
represented approximately 51.1% of the outstanding common shares of the Company
at December 31, 2004, and which constituted 100% of the common stock held by
such entity. The parties also executed general releases in favor of each other
subject to the fulfillment of the conditions of the Stock Purchase Agreement,

The Stock Purchase Agreement was effected on April 8, 2005. following formal
approval by the SEC on February 10, 2005 and. on February 15, 2005 by the U.S.
District Court for the Southern District of Florida of the settlement of the
litigation captioned SEC v. Dennis Crowley, Spear & Jackson, Inc.. International

Media Solutions. Inc.. Yolanda Velazquez and Kermit Silva (Case No:
04-80354-civ-Middlebrooks). The Stock Purchase Agreement was further conditioned
on. among other things, the disgorgement and civil penalty funds being paid by
M. Crowley. These monies have now been received and are being administered for
the benefit of the victims of the alleged fraud by a court appointed
administrator pursuant to the Fair Funds provision of the Sarbanes-Oxley Act of
2002.

With the return of the Spear & Jackson shares to the Company by PNC, the
stockholders of the Company had their percentage stock interest increase
correspondingly. Jacuzzi Brands., Inc. ("Jacuzzi®), which at this time was a
beneficial owner of 3,543,281 shares of common stock had its interest in the
Company increase to approximately 61.8% of the outstanding common stock.

Subsequent to the SEC action a number of class action lawsuits were initiated in
the U.S. District Court for the Southern District of Florida by Company
stockholders against the Company, Sherb & Co. LLP, the Company's former
independent auditor, and certain of the Company's directors and officers,
including Mr. Crowley, the Company's former Chief Executive Officer/Chairman,
and Mr. Fletcher, the Company's former CFO and current acting Chief Executive
Officer. These suits allege essentially the same claims as the SEC suit
discussed above.

These various class action suits were subsequently consolidated. Thereafter, the
defendants filed certain Motions to Dismiss with regard to the Complaint and on
October 19, 2005, the U.S. District Court for the Southern District of Florida
in Re Spear & Jackson Securities Litigation entered its Order regarding these
Motions. The Order denied the Company's motion as well as that of Mr. Crowley,
the former Chief Executive Officer of Spear & Jackson. The Court granted the
Motion to Dismiss on behalf of Mr. Fletcher, the Company's interim Chief
Executive Officer, and also granted the Motion to Dismiss on behalf of the
Company's former independent auditor, Sherb & Co., LLP. The class plaintiff has
filed an appeal regarding the trial court's decision to dismiss the case against
Sherb & Co., LLP, which appeal is presently pending. No appeal was filed with
respect to the decision to dismiss the case against Mr. Fletcher.
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On July 7. 2006 the Company, Dennis Crowley and the Class Plaintiff reached a
Memorandum of Understanding ("MOU"), which confirmed that the plaintiffs, the
Company and Crowley in the class action had reached an agreement in principle
for the settlement of this litigation, subject to Court approval. According to
the terms of the MOU, the Company deposited the sum of $650,000 into a Qualified
Settlement Fund for disbursement to the Settlement Class pending approval of the
Court. Subsequent to this, Sherb & Co. also agreed to the terms of the
Settlement agreeing to contribute an additional $125.000.

On November 9, 2006. the Stipulation of Settlement was filed with the Court for
preliminary approval. On January 31, 2007, the Court entered its Order
Preliminarily Approving Settlement and Providing for Notice and Setting Class
Action Statutory Settlement Hearing. The Order, for purposes of the proposed
settlement. certified a "Settlement Class" of persons (with certain exceptions)
who purchased the Company's common stock between February 1, 2002 and April 15,
2004. The Order also approved as to form and content the Notice of Pendency and
Proposed Settlement of Class Action and Summary Notice. The Settlement hearing
was set for May 11, 2007 to determine whether the terms of the Settlement were
fair, just, reasonahle and adequare to the Settlement Class and should be
approved by the Court; whether a final judgment should be entered dismissing the
litigation; whether the proposed plan of allocation should be approved: and to
determine the amount of fees and expenses to be awarded to the plaintiffs' lead

counsel, The Order also appointed a claim administrator and provided for notice
to those who sought exclusion from the Settlement Class.

On January 10, 2007, Soneet Kapila applied to the Court to terminate the role of
Corporate Monitor having determined that his function was no longer necessary.
On January 22, 2007, the Court entered the order relieving the Corporate Monitor
of his duties.

On May 11, 2007, the US District Court for the Southern District, sitting in
West Beach, Florida, heard the Plaintiff's motion for Final Approval of the
Class Action Settlement and Plan of Approval, to which there were no objectors
or class members that opted out of the Settlement. On May 14, 2007, the Court
signed the Final Judgment thus forever extinguishing all of the class action
claims against the company and barring any claims for contribution by third
parties. The Final Judgment made clear that the settlement was not an admission
of wrongdoing or liability by the company.

On September 6, 2005, the Company was served with a Shareholder Derivative
Complaint, Hapka v. Crowley. et al. Case No. CA005068, filed on June 1, 2004 in
the Circuit Court for Palm Beach County, Florida. The suit names the Company as
a nominal defendant, and former directors Robert Dinerman. William Fletcher and
John Harrington, in addition to Dennis Crowley and the Company's prior
independent auditors. Sherb & Co. LLP. The suit contains e¢ssentially the same
factual allegations as the SEC suit, which was filed in April 2004 in the U. S.
District Court for the Southern District of Florida, and the series of class
actions claims initiated in the U.S. District Court, but additionally alleges
state law claims of breaches of fiduciary duty. abuse of control, gross
mismanagement, waste of corporate assets, unjust enrichment and lack of
reasonable care by various or all the defendants.

In August 2006 the Company entered into a settlement agreement with the
plaintiff by agreeing to accept certain changes to its corporate governance
procedures and the payment of $70.000 in legal fees. The settlement was filed
with the Court in early November 2006, and if approved by the Court, would
result in a dismissal of the suit and would release the Company and the former
director defendants Robert Dinerman, William Fletcher and John Harrington.
Dennis Crowley and Sherb & Co. continue as defendants in this suit.

On February 2, 2007, the Circuit Court entered a Preliminary Approval Order
preliminarily approving the partial settlement pursuant to the Stipulation of
Settlement between plaintiff and the Company, including its former directors
William Fletcher, John Harrington, and Robert Dinerman. The Court set May 29,
2007 at 8a.m. at the West Palm Beach County Courthouse, for the Settlement
Hearing to determine (i) whether the terms of the Partial Settlement were fair,
just reasonable and adequate to the derivative stockholders and to the Company.
and should be approved by the Court: (ii) whether a final judgment should be
entered dismissing the litigation and releasing the defendants Spear & Jackson,
as described in the Stipulation; and (iii) to determine the amount of fees and
expenses to be awarded to plaintiffs’ counsel. The Order approved as to form and
contents the Notice of Partial Settlement and the mailing and distribution
process. The Order also provided for notice to those who sought exclusion from
the settlement.
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On May 29, 2007, the Circuit Court in Palm Beach County entered a Final Judgment
and Order approving the settlement and award of attorneys' fees and expenses
detailed in the Stipulation, resulting in the dismissal of the suit and the
release of the Company and certain officers and directors.

Additionally, the Company is, from time to time, subject to legal proceedings
and claims arising from the conduct of its business operations, including
litigation related to personal injury claims, customer contract matters,
employment claims and environmental matters. While it is impossible to ascertain
the ultimate legal and financial liability with respect to contingent
liabilities including lawsuits, the Company believes that the aggregate amount
of such liabilities, if any, in excess of amounts accrued or covered by
insurance, will not have a material adverse effect on the consolidated financial
position or results of operations of the Company.

ITEM 6. EXHIBITS

3.1 Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002.

32.2 Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Exchange Act of 1934,
the registrant caused this report to be signed on its behalf by the undersigned,
thereunto duly authorized.

Dated: August 14, 2007 SPEAR & JACKSON, INC.

By: /s/ Patrick J. Dyson

Patrick J. Dyson

Chairman, Director and

Chief Financial Officer
(Principal Executive Officer)

Pursuant to the requirements of the Securities Act of 1934, this report has been
signed below by the following persons on behalf of the registrant and in the
capacities and on the dates indicated.

Dated: August 14, 2007 By: /s/ Patrick J. Dyson

Patrick J. Dyson

Chairman, Director and

Chief Financial Officer
(Principal Executive Officer)

Dated: August 14, 2007 By: /s/ Lewis Hon Ching Ho

Lewis Hon Ching Ho

Director and
Chief Administrative Officer
(Principal Administrative Officer)
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executive directors are Dr. Wong Ho Ching, Chris, Mr. Henry W Lim and Mr. Ramon Sy Pascual.



