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The Directors present thalr report and the audiied financial statements for the year ended 31 December 2001,

Principal activities, operating and financial review

The consolidated profit and ioss account for the year 's set out on page 23.

on page 4.

Dividends and transfers to reserves

2004
£'000

Ordinary dividend:
Interim paid 3.0p (2000: 2.0p; per 10p ordinary share 319
Final proposed 6.0p {(2000: 5.0p) per 10p ordinary share 639
958

N109%0% |

The principal activity of the Group is the manufaciure and sale of ceramic products for the catering and household markets around the world.

A review of the oparations of the Group during ihe year and its future prospects are given in the Charman’s Statement and Operational Review

The Directors have declared or paid and now recommend payment of the foliowing dividends in respect of the year ended 31 December 2001:

2000
£°000

213
533

After the paymeni of the above dividends, the retained profit jor the financial year of £1,499,000 (2000: £1.107.000) will be transferred 1o the

Group's reserves.,

Directors

The Directors of the Company who have served during the year are as follows:

£ S Roper

A D Roper

D J S Taylor

R L Johnson * resigned 28 March 2001)
P D Deighton

0 M O Connor

|5 Kette! ”
JNE Sparey ”
R N Grundy
¥AYKRIBB4K
) [ H)
" Non executive GOMPANIES HOUSE

0669
30/05/02

The Directors retiring by sotation are R S Kettel, D k4 O'Connor and A D Roper who being aligibie. offer themselves for re-election.

The unexpired terme of the service contracts of D M Q'Connor and A B Roper are twelve months. R S Ketlel has a service contract which

expires on 11 February 2003,
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Directors fcantinued)

Biographical details in respect of non executive Directors and Directors oifering themselves for re-slaction are as folfows:

Rodney Kettel, non executive Director. aged 58, was formerly a partner in PricewaterhouseCocpers. Chartared Accountants. Birmingham, and
has extensive experience it advising listed companies. He joinad the Beoard in 1969,

Jonathan Sparey, non executive Diractor, aged 44. is a partner in LE K. Consulting, a leading international corporate stratagy firm. He was
praviousiy a dirsctor of Samuel Montagu and Co. He joined the Board in 2000.

David O'Connor, Operations Directer, aged 45, has warked for the Group for 11 years 0 a number of roles. His current responsibilitiss include
contmi of the logistics functions of the Group and sourcing and marksting within the Group’'s Dining In division.

Andrew Roper, Group Managing Director, aged 53, has workad for the Group since 1873, He is currently Group Managing Director responsible
for operationat performance and development.

Political and charitable contributions
Contributions made by the Group during the vear for political and charitable purposes werg £Nit (2000: £Ni) and £1,000 (200¢: £5,000)
raspectively.

Insurance of Directors

The Group maintains insurance for the Directors in respect of their duties as Directors.

Employees
The Group's policy is to consult and discuss with employees at regular briefing sessions and through unions, matters likely to affect employees’
interests.

Information on matters of concern to employees is given through information bulleting, team briefings and reports which seek to achieve a
coimmon awareness on tha part.of all employees of the financial and economic factors affecting the Group's perfarmance.

The Group continues to c:éyeWop its personne! poficies. The Group participates in the Investors in People programme and a number of
employees have achieved non vocational qualifications which afiow them to fully realise their potential within the Group. The Group is
committed to the introducsion of Tolal Quality Managerment systems and aims to improva the skill levels and flexibility within its workplace.
Specific training initiatives covering the entire workforce have been implemented to support these aims.

The Group's policy is to recruit disabled workers for those vacancies that they are able o fill. All necessary assistance with initial training
courses is given. Once employed, a career plan is developed s0 as to ensure suitable cpportunities for each disabled person. Arrangements
are made, wherever possible, for retraining employees who become disabled, to enable them to perform work identified as appropriate to their
aptitudes and abilities. '

Taxation status

The Company was not a close Company wilhin the meaning of the Income and Corporation Taxes Act 1988 and this position has not changed
since the end of the financial year.
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Directors interests

The interests of the Directors and their immediate families and family trusts at 31 December 2001 in the 10p ordinary shares of the Company

were as follows:

2001

E S Roper 1,268,295
A D Roper ' 2’802'43‘.@
D J 8 Tayior 8,000
R S Kettel 12,000
D M C'Connor 4,599
J N E Sparey 10,000
RN Grundy 2,000
4,107,324

3879824

¢
A D Roper's non-beneficial shareholdings incluced above at 31 December 2001 were 2,140,000 10p ordinary shares, as trustee of various

trusts established for the benefit of his children.

There has been no change in ihe interests set out above between 31 December 200% and 18 March 2002.

Share options

Detaiis of share options granted under the Executive. unapproved Executive and Sharesave schemes are as iollows:

Number of Number of
options options Exercise Date from
Date of 31 December 31 December Price which
grant 200 2000 o exercisable
D J S Taylor
Unapproved Executive scheme 16.04.99 15,000 15,000 82.5 Apr 2002
Unapproved Executive scheme 13.04.00 7.500 7.500 118.5 Apr 2003
Executive scheme 0z.12.00 19,500 19.500 151 Dec 2003
Unapproved Executive scheme 0512.00 20,500 20,500 151 Dec 2003
62.500 62,500
P D Deighton
Unapproved Executive scheme 16.04.99 15,000 15.000 82.5 Apr 2002
Unapproved Executive scheme 12.04.00 7,500 7.500 118.5 Apr 2003
Executive scheme (5.12.00 19.500 19,500 81 Dec 2003
151 Dec 2063

Unappreved Executive scheme 05.12.00 20.500 20.500

62,500 G2.500

Exb!r\,’
date

Apr QIOOQ
Apr 2010
Dec 2016
Dec 2010

Apr 2009
Apr 2010
Dec 2070

Dec 2010




Share options wonuneea

D M Q’Connor

Unapproved Executivé scheme
Urapproved txecutive schems
Exacutive scheme

Unapproved Executive scheme

R N Grundy

Unépproved Execuiive scheme
Unapproved Execulive scheme
Exzcutive scheme

Unapproved Executive scheme

Cate of
grant

15.04.99
13.04.00
05.12.00
05.32.00

15.04.99
13.04.00
05.12.00
051200

Number of
options

31 December
2001

15.000

7.500
19,500
20,500

82,500

15,000

7.500
19,500
20,500

52,500

Number of
ophions

31 Decemper
2000

15.000

7.500
19.500
20.500

32,500

15,000

7,500
19.500
20,500

52,500
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Exercise Date from
Price which Expiry
P exarcisable date
82.5 Apr 2002 Apr 2009
118.5 Apr 2003 Apr 2010
151 Dec 2003 Dec 2010
151 Dec 2003 Dec 2010
825 Apr 2002 Apr 2009
118.5 Apr 2003 Apr 2010
151 Oec 2003 Dec 2010
151 Dec 2003 Dec 2010

MNo sharg cptions in the shares of the Company were granted, exercised or lapsed during the vear,

Share opticns are granted to employees in accordance with the terms of reference of the Rermuneration Committee (see page ?‘9) to provide

encouragernent to ennance Group perforrmance in e long term and naving regard 10 each employees raspoensioilities, atiity angd contribution.

The market price of the Company's shares at the end of the financial year was 157p. The range of prices for the year to 31 December 2001
was 149.5p to 202.5p per ordinary share.

The above options are only exercisable subject to the satistaction of performance criteria in relation to sustained improvement in the financiat

pericrmance of the Group.

Phantom share scheme

Dstaits of phantom shares granted under the Phantom share scherne are as foilows:

£ S Roper

A D Roper

0 J S Taylor

P D Deighton
O M O'Connor

Date of
grant

04.06.98
040808
04.06.98
04.06.98
040698

Number of
Phaniom
shares

5000
5.000
5,000
5,000
5.000

Base
value

287 5p
287.5p
287.5p
287 .5p
287.5p

Date from

Cap which Expiry
valug exercisable date
500p June 2001 June 2003
5000 June 2004 June 2003
500p June 2001 June 2003
500p June 2001 June 2003
500p June 2001 June 2003

cage
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Substantial shareholdings
The Directors have been advised of the following individual interests, or group of interests, held by persons acting together.
15 March 2002 exceeded 3% of the Company's issued share capital:

Number of ordinary

which at

Shareholder shares Percentage
Steelite International plc 1,826.784 A 17.2%
M J & G Reper 1,164 870 10.9%
Trustees of Miss S M R Roper 393280 : 3.7%
Ciydesdale Bank Nominees 322727 3.0%

Suppliers
The Group agrees terms and conditions covering its business with fts suppliers at the time of each transaction or in advance. In normal
circumstances payment is generally made in accordance with these terms, subject to suppliers meeting the agreed terms anc conditions.

¢

The Group's average creditor payment pericd at 31 December 2001 was 48 days (2000: 50 days).

Financing
The Group currently uses short term variable rate financing arrangernents to provide finance for working capital requirements. The Group alsc
finances certain fixed assets using fixed rate finance leases (2s sat out at note 25).

Financial instruments
The Group uses forward exchange contracts and foreign currency bank accounts to manage i1s exposure to exchange rate risk caused by

[

trading activities in currencies other than sterling.

The risk management policy adopted is to regularly review forward foreign currency cash fliows. identifying the currency effect of completed |
sale and purchase transactions, transactions which have been contracted for but not compieted and an assessment of expected likely forwérd
cash flows. The nel currency exposure arising from this review is ihen hedged using forward option contracts. This policy has been implermented
during the year and reflects the change in currency exposure due 1o the increase in currency paymenis arising from the growth in the Group's
sourcing cperations. Net currency exposures are generally hedged between three and six months forward at any point in time. The Group
does not trade in financial instruments,

The Group nas o material inlerest rate risk, the only interest rate exposure is in refation to short term cash deposils and borrowings,

Corporate Governance

The Board supports the standards required in the Principles of Good Governance and Code of Best Praciice ("the Combined Code"). During
the year ended 31 December 2001 the Company was in full compliance with the Code provisions except in & limited number of areas as
discussed in the following paragraphs.
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The Board of Directors

The Board is ctrrenity composed of six executive and twa non executive Directors and mests at least eleven times per year. £ S Roper acts as
Executiva Chairman and is responsiole for strategic planning and refationships with investors. A © Roper acts as Group Managing Director and
is responsible for the operational performance of the Group. It is felt that the current composition and operation of the Board is adequate to
ensure a balance of power and autharity. The non executive members of the Board take an active and influential part in Board procedures and
a senior independent”non exgcutive Director, R S Kettel, has been formally appointed.

Since the resignation of R L Johnson on 29 March 2001, the Board has operated with twa non exacutive Directors rather than the three
recommendead by the Combined Code. The Board has been awarg of the non compliance but has borne in mind the move of £ S Roper
to a non executive role in April 2002. The Board does not believe that given the size of the Group and the natura of non executive Directors
%nvélvement i the business, that the period of non compliance has been of detriment to the Group.

in addition to a formal agenda covering firancial control, management and business development, there is appropriate debate addressing
areas outside the regular agenda (o ensure that ail Girectors are able to take an informed view of the progress of the business. The nature of
the organisational structure of the Group allows executive Directors to maintain & close involvernent in all aspects of the Group's operations.

A schedule of matters reserved for Board decision is maintained and a procedure éxists o allow Cirgciors access to independent professional
advice if reguired.

There are two principal sub-committees of the Board.

The Audit Committee, which is wholly composed of non executive Directors, meets at least twice per year o receive reports from executive
management and external auditors and is normaily attended by the Finance Director.

Tne Remuneration Committee is wholly composed of non executive Directors and is normally attended by the Executive Chairman who takes
no part in discussions an his own remuneration.

Terms of reference for both Committees and a remuneration palicy statement have been agreed by the Board.

The Company does not have a nomimnation committee as new Board appointments are discussed by the Board as a whole rather than by
delegation 10 a committee,

Internal Control

The SBoard of Directors has overall responsibility for the Group's system of internal control and is responsible for reviewing its effectiveness.
This system is designed to manage rather than eliminate the risk of failure to achieve business objectives and provides reasonable, but not
absolute, assurance against material mis-statement or 10ss.

in line with the provisions of section 02.1 of the Combined Code (the Turnbull Report), the Board has reviewed and developed its existing risk
assessment and management procedures to ensure compliance with the requirements of the Code. The principal risks to which the business is
exposed have been formally documented and, the procedures necessary to fulfil the measures identified in the Gode have been implemented.
The Board has also established a systern for ongoing review of risk assessment and management procedures to ensure that the controls

on which it places refiance are operating satisfactorily and that new risks to which the business becomes exposad through its activities are
recogrised and appropriate controls impiemented. These procedures have been in operation throughout the year and in the paricd to the date
of this report.
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Internal Control wontinves:

The risks to which the Group is exposed are formally reviewed by the Board twice a year. More regular reviews of individuat risk areas are
carried out and the results reported 1o the Board. Operaticnal responsibility for each of the main risk areas has been clearly identified and are
allocated to either Directors of the Company or of the Company's principle operating subsidiary Churchill China (UK} Limited, under the
supenrvision of the Board as a wholg. Individual managers and emptoyees are aiso aware, where appropriate, of their responsibilties in both
identifying and controlling risk.

The Company's sysiems in refation to risk assessment and control seek 1o ensure that as part of the normal process of*busmess management
materiai risks are identified and brought to the atiention of the Board. Direclors review risk as part of a regular programme of meetings covering
both general business processes and specific risk areas. A system of reponing is in place to provide contrel information on key risk areas
within reports submitted to the Board and reviewed. In addition to this Directors and managers are aware of their responsibility to monitor both
changes in business activity and changes 10 the ecenomic fegislative environment in which the Gompany operates. Potential new risk areas
have been identified and control procedures documentad.

The Board and the Audit Commitlee has reviewed the effectiveness of the system of internal control during the year.

f

Internal Audit

The Company does not employ an internal audit department and does not believe that. given the size and structure of the business, the
geographic proximity of its major operations and the close control effected by the involvement of Executive Directors in the day to day running
of the business, such a department wauld provide an effective means of gaining significant improvements in internal cantrol. The reguirement
for an internal audit function is reviewed annuglly,

Internal Financial Control

The Board of Directors has overall responsibility for the Group's systems of internal financial contral which it exercises through an organisaticnal
structure with autharisation, monitoring and reporiing procedures which are appropriate to the needs of the business. These systems have
been designed 1o give the Board reasonable, but not abschite assurance egainst matieral mis-statement or loss. The principal features of the
Group's system of imternal financial control are: the mainterance of a conurol ervironment in which the need for the hignest standards of {
behaviour and integrity are communicated 1o empioyees: the use of 2 detailed reporting systern covering performance against comprehensive
financial and other key cperating indicators. The Board and the Audit Committee have reviewed the operation and effectiveness of the system
of internal financial controi during the year.

Going Concern

The Beard contims 1hat having mace enquirtes, the Direclors have a reasonabie expectation that the Company Has adequaie 18s0urces 1o
continue in operational existence for the ioresesabie future. For tivs reascn they continue to adopt the going concern basis it preparing
financial statements.
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Directors’ Responsibiiities

Compary law requires the Diractors to prepare financial statements for each financial vear which give a true and fair view of the state of affairs
of the Cormpany and the Group and of the proiit or loss of the Group for that period. In preparing those financial statements, the Directors are
requirad to:-

® Select suitable accounting policies and then apply them consistently:
® Make judgements and estimates that are reascnable and prudent;

L J State whether applicable accounting standards have been followed, subject 10 any maienal departures disclosed and explained in the
financial statements.

Thé Directors are responsible for keeping proper accounting recards which discicse with reasenable accuracy at any time the financial position
of the Company and the Group and to enable them to ensure that the financial statemenis comply with the Companies Act 1985, They are
also respensiple for safeguarding the assats of the Company and the Group and hence for taking reasonable steps for the prevention and
det‘ection of fraud and other irreqularities.

Report of the Remuneration Committee

The Group has complisd throughout the vear with Section A of the best practices provisions annexed 1o the Listing Rules of the London
Stock Exchange.

Terms of Reference for the Remuneration Commiitee are listed below:

*® Te determine on behalf of the Board and the Shareholders the Company’'s broad palicy for Execuiive reward and the entire individual
remuneration including terms of sarvice for sach of the Execulive Directors {and as appropriate other nominated Senior E%ecutjves).

® In doing so, to give the Executive appropriate encouragement to enhance the Company performance and ensure that they are fairly
but reasonably rewarded for their individual responsibilities, abilities and contribution.

L To report and account directly to the Shareholders, on behalf of the Beard, for thair decisions.

Al the same time the Remuneration Committes issued a policy statement which is endorsed by the Board. In determining its policy the
Cornmittes has given full consideration to Section B of the best practices provisions annexed to the Listing Rules of the London Stock
Exchange. The twq-eienﬁénts of this statement are:

L Total rewards to éxécutive Directors are intended to provide a comprehensive benefit package which both attracts and motivatas
indlividuals of calibre and experieﬁce to achieve continuous improvement in shareholder Denefits (whist at all times maintaining the
highest levels of integrity). Reflecting individual responsibilities, abiiities, expertise and praferences, a balance is sought to reflect
guaranteed incorme through salary and pension with incentives aligned to measurable criteria to cover both short and longer term
periods.

[ ] Total rewards will De set with acknowledgement of comparable rewards in industry - related gubiic companies and those of similar
scale and also with sensitivity to subordinate staff within the Company with whom the packages will as far as possible be consistent
and fair.
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Directors’ emoluments

Emoiuments excluding pension contributions of the Directors were as follows:

Salary/ Performance Benefits 2001 2000

Fees bonuses in kind Total Toial

£ £ e £ e

£ S Roper 117,500 4,800 16.830 - 139_,_—1'30 137,775
A D Roper 116,250 4,800 11,890 132,940 . 129,237
D J 8 Tavlor 93,250 3.800 10,262 107312 108,041
P O Deighton 78,500 3,120 8.035 87,655 88058
DM O'Connor 90,000 3,563 10,119 103,682 9C. 667
R N Grundy 72,750 3.000 10.765 86,515 55,865
R L Johnson 3,000 - - 3,000 16,000
R S Kettel 18,246 - - 18,246 16,000
JNE Sparey | 18,000 - - 19,000 16,000
606,496 23,083 67,901 697,480 655,643

In addition to the above, R L Johnson had an interest in a contract with BLJ Associates whereby they provide consultancy services to the
Group. The fee paid in respect of this contract during the period of the directorship was ENIl {2000 £31,502).

L.EK. Consulting. a limited lighility partnership in which J N E Sparey is a pariner provided consuitancy services to the Group during the year Lo
a total value of £83,061 (2000: TN,

With the excepiion of the above, there were no contracts of significance during or at the end of the financial year in which a Director of the
Company was materially interested.

Periormance bonuses are earmned on & basis combining increasas in Group profitability. and the achievement of defined parsonal performance
cbjectives. Perlormance bonuses are capped at 20% of salary.

Benefits in kind include the provision of car benefits, fuel benefits and medical insurance.

Pension benefits earned by Directors were as follows:

Increase in Capital value Accumulated

benefit over of increase . total

the year in benefit benefit

£ £ £

E 5 Roper 2,893 35,235 79,1492
A D Roper 2,167 21.275 56,330
D J & Tayior 7152 3.850 14,531
P D Deighton 2961 16,831 20,682
W O'Connor 3174 12,241 12.245
B N Grundy 1,194 2.018 2.885

14,541 37,450 180,877

The increase in benetit over the year excluges any increase for inflation.
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Directors’ emoluments ontinves)
The capital value of the increase in benefit has been calculated on the basis of actuarial acvics in accordance with actuanal Guidanca Note
Ghi11, less Director's ontributions.

The accurmuiated total benefit is the amount of pension that would be paid each year on retrement based on servics 10 31 December 2001.

Al schame members have the opportunity to pay Additional Voluntary Contrinutions. Neither the contrioutions nor the resulting Denelits arg
included in the above table

Al gxecut‘we Directors are mambers of the Churchill Betirement Benefit Schems. The pension benafits of £ S Roper and A D Roper are funded
to allow retirement on two thirds of final salary on attaining the age of 60 years. E S Roper and A [ Raper do not contribute to the Scheme.
The pension penefit of O J S Tavlor, P D Deighton and D M O’'Connor is funded to aliow retirernent between the ages of 80 and 85 with a
persion based on accrued service. The pension benefit of B N Grundy is funded to allow retirement at B5 with a pension based on accrusd
sarvica. D J 8§ Taylor, P D Deighton, D M O'Conner and R N Grundy contribute 5% of pensionable sarnings towards Scheme benefits.

QOrly basic salary is pensionabie.

£ S Ropear, A D Roper and D J S Taylor have contracts of service which can be terminated by the Company or the Director with a notica
ceriod of twelve months. P D Deighton, O M O'Connor and R N Grundy have service contracts that can be terminated with a notice period
of twelve months from the Company or six months from the Director. Non executive Direciors are appointed on fixed term contracts of two
vears duration.

Auditors

A resolution to reappoint PricewaterhouseCoopers as auditors to the Company will be proposed at the Annual General Meeting.

By order of the Board

D J S Taylor &JJ(—-—-——"‘—-
Secretary

18 March 2002
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We have audited the financial statements which comprise the profit and loss account. the balance sheet, the cash flow statement, the
statement of total recognised gains and losses and the related notes.

Respective responsibilities of directors and auditors

The Directors' responsibilities for preparing the Annual Report and the financial statements in accordance with applicable Uniied Kingdom law
and accounting standards are set out in the staterment of Directors’ responsibilities.

Cur responsibility is to audit the financia! statements in accordance with relevant legal and regulatory requirements. Urdlled Kingdom audiing
standards issued by the Auditing Practices Board and the Listing Rules of the Financial Services Authority. '

We report to you our opinion as to whether the financiai statements give a true and fair view and are properly prepared in accordance with
the Companies Acl 1985. We also report to you if. in our opinion, the directors’ report is not consistent with the financiai statements, i the
Company has not kept proper accounting records, if we have not received all the information and explanations we reguire tor our audit, or if
informeation specified by law or the Listing Rules regarding Directors’ remuneration and transactions is not disclosed.

Ve read the other information contained in the Annual Report and consider the implications for our report if we become aware of any apparent
i

misstaternents ‘'or material inconsistencies with the financial statements. The other information comgprises only the Directors’ repont, the

Chairman’s Statement, the operating and financial review and the corporate governance statement.

We review whether the corporate governance statement on pages 16 to 19 reflects the Company's compliance with the seven provisions of
the Combined Code specified for cur review Dy the Listing Rules and we report if it does not. We are not required 1o consider whether the
Board’s staiemants on intarnal control cover all risks and controls. or 1o form an opinion on the effectiveness of the Comgany’s or Group's
corporate governance procedures or 1S risk and controt procedures.

Basis of opinion

We conducted our sudit in accordance with Auditing Siendards issued by the Auditing Practices Board. An audit includes examination, on .
a test basig, of evidence relevant to the amounts and disclesures in the financial statements. It also includes an assessment of the significant
estimates and judgements made by the Directors in the preparation of the financial statements, and of whether the accounting poficies are
appropriate 1o the Company’'s circurnstances, consistently applied and acdeauately disclosed.

We planned and performed our audit so as to oblain all the information and explanations which we considered necessary in order 10 provide
us with sufficient evidence to give reasonable asswrance that the financiat siatements are free from material misstaternent. whether caused
by fraud or other irregularity or error. In forming our opinion we also evaluated ihe overall adeguacy of the presentation of informaticn in the
financial siaiements.

Opinion
In our opinion the financial statements give a true and fair view of the state of alfairs of the Company and the Group at 31 December 2001
and of the profit and cash flows of the Group for the year ten ended and have been properly prepared in accordance with the Companies

y ‘ﬁ’\/\,\w__(,%\(w
PricewaterhouseCoopers

Chartered Accountants and Fegistered Auditors

Birmmgham

18 NMarch 2002
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Notes Total Tota!
2001 205
£'000 £'C00
Turnover - continuing operations 2 ) ,985 49913
Operating profit~ continuing operations 3 2,813 2,395
Share of oparating profit of assogiate 124 143
Profit on disposal of fixed assets ' 5 337 -
income from fixed asset investment B - 43
Net interest receivable/(payable) 7 104 97}
Profit on ordinary activities before taxation 3,378 2,489
Tax charge on profit on ordinary activities 9 (921) {636]
Profit on ordinary activities after taxation 2,457 1,853
Dividends 10 [958) {748}
Retained profit for the year 1,499 1107
f
Earnings per ordinary share
Sasic . 23.1p 17.4p
Adjusted 11 19.9p 16.9p
Diluted earnings per share
Basic i1 22.9p 17.40
Adjusted . . 11 19.7p 16.9p

The Group has no recogmsed gains and lossas other than those included in the profit and ioss account above and therefore no separate
statement of recognised gains and 10sses has been presented.
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Reported profit on ordinary activities before taxation

Difference between nistoncal cost depreciation charge and he aclual
depreciation charge for the year calculated on the revalued amount
Realisation of property revaluation gains of previous years

Historical cost profit on ordinary activities before taxation

Historical cost profit for the year retained after taxation and dividends

2001
£'000

3,378

2000
£'000

2,489
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Notes 2001 2000
£'000 £600
Fixed assets
Intangibie assels 12 222 268
Tangible assets 13 14,767 15,229
Investmants . 14 1,092 993
16,081 16,420
Current assets
Stocks, 15 8,459 7.049
Debtors: amounts falling due within one year 16 10,060 11,049
Cash at bark and in hand 2,167 1,124
: S _
20,686 19222
Creditors: amounts failing due within one year 17 {9,232) 19.655)
Net current assets 11,454 9,567
Total assets less current liabilities 27,535 26,057
Creditors: amounts falling due after more than one year 18 (19} (32)
Provisions for liabilities and charges 19 -y (8
Net assets 27,516 26,017
Capital and reserves
Called up share capitai 21 1,065 1,085
Share premium account 26 1,960 1.960
Revaluation reserve n 26 2,122 2165
Other reserves 26 253 253
Profit and loss account - 26 22,116 20,574 i
j

Equity shareholders' funds 23 27,516 26017 il

The financial statements on pages 23 1o 44 were approved b tard of Directors on 18 March 2002 and were signed on its behalf by:

D J S Taylor

E S Roper
Direc
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Fixed assets
Investments

Current assets

Debtors: amounts falling due after one year
Dettors: amounts falling due within one vear
Investments

Cash at bank and in hand

Creditors: amounts falling due within one year

Net current assets
$
Total assets less current liabilities

Net assets

Capital and reserves
Called up share capital
Share premium account

Profit and loss account

Equity shareholders’ funds

The financial statements on pages 23 1o 44 were approved by

E S Roper
Directon
D J 8 Taylor

h\{____;

Notes 2001
£'000

14 3,018
16 18,595
16 127
14 62
14

18,798

17 (1,109)
17,689

20,707

20,707

21 1,065
26 1,960
26 17,682
20,707

2000
£7000

3.048

1,088
1,960
16.431

19,456

Gard of Directors on 18 March 2002 and were signed on its behalf by:




Net cash inflow from continuing operating activities {see page 28)

Returns on investmants and servicing of finance

Interast recerved/(paid)

Dividends raceived from other investments

Net cash inflow/(outflow) from returns on

investments and servicing of finance

1
Taxation

United Kingdorm corporation tax paid

Capital expenditure

Purchase of tangible fixed assets
Saie of tangible fixed assels
Purchasé of invastments

Net cash outflow from capital expenditure

Acquisitions

Purchase of business

Equity dividends paid

Financing .
Payrment of principatunder finance leases

Net cash outflow irom financing

Increase in net cash

109

{2,011)
972
{18

{1,057)

13)

(13)

1,043

¢

(857)

CHURCHILL
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Continuing operating activities
Operating profit

Depreciation on tangibie fixed assets
Loss on disposal of tangible fixed assets
Goodwill amortisaiion

Increase in stocks

Decrease/(increase) in debtors
{Decrease)/increase in creditors
Decrease in provisions and liabilities

Net cash inflow from continuing operating activities

- e . N R et
- N
_— o g oS
. —
e N —
~ —— — — RS N

Increase in net cash during the year
Cash outflow from decrease in debi and lease financing

Changes in net cash resudting from cash flows
Net cash/(debt) at the stan of the vear

Net cash at the end of the year

Cash at hank and in hand
Firance leases

=
2001 2000
£:000 £000
2,813 2,385
2,053 2,356
16 26
46 a0
{1,410} {783;
< 872 (1.08C
(412} 1,132
{8) (57}
3,670 4,049
2001 2600
£'000 £'000
1,043 2846
13 13
1,056 2.658
1,079 (1.580)
2,135 1.079
At At
1 January Cash 31 December
2001 flow 2001
£'000 £°000 £:000
1,124 1,043 2,167
(45) 13 (32)
1,079 1.05C 2135
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Principal accounting policies

The financial statemants have besn prepared in accordance with applicable Accounting Standards in the United Kingdom. A summary of
the maore imporant accounting policies, which have been applied consistently is set out below.

Basis of accounting
The financiai staternents are prepared in accordance with tha histarical cost convention modified by the ravaluation of certain fixed
assels. )

Change in accounting policy
The Group 1s required to adopt FRS 17 'Retirement Benefits’ and give the additional balance sheet disclosures required by that
standard. The Group has adopted FRS 18 "Accouniing Policies’ in the financial statements.

,Basis of consolidation
The consolidated financial statements includs the Company and all its subsidiary undertakings, The financial statements of each
undertaking i the Group are prepared 10 the balance sheet date. Inra-Group sales and profits are eliminated fully on consolidation,

JAssociate
The Group's share of profits less lossaes of the associate is included in the consolidated profit and loss account, and the Group's share
of its net assets s included in the consolidated balance sheet. These amounts are taken from the latest financial statements of the
undertaking concerned, which has the same accounting reference dawe as the Group. Since the accourting policies of the assocciate do
not necessarily conform in alf respecis to those of the Group, adjustments would be made on consolidation where the amounts involved
are material to the Group.

Goodwill

Goodwill arising on acquisitions made since the intraduction of FRS 10 reprasants the excass of the fair valug of the consideration given
over the fair value cf the assets and liabilities acquired and is amoertised on a straignt iine basis over the period over which, in the opinion
of the Directors, the valug of the undarlying business acquired is expected ta exceed the value of the underying assets. This periad is
not normally expected to exceed 20 years. Prior 10 the infroduction of the new accounting standard goodwill was written off immediately
tQ regerves.

Tangible fixed assets /
Tangible fixed assets are shown at cost, as adjusted for the revaluation of ¢ertain land and buildings.

Depreciation is calculated so as to write off the cost, or valuation, of rangible fixed assets, less their estimated residual values over the
axpected useful economic lives of the assets concerned. The principal annual rates used for this purpose are;

%

Freehold buildings 2 on cost or valuation

Plant and machinery 10-25 on cost

Motor vehicles 25 on reducing net book value
Fixtures and fittings : 25-33 on cost

Fraehold fand_ is not depreciated.

Finance and operating leases

Costs in respect of operating leases are charged as incurred. Leasing agreements which transfer to the Group substantially all the
oenafits and risks of ownership of an asset are treated as if the asset had bean purchased cutright. The assets are included in fixed
assets and the capital element of the leasing commitments is shown as obligations under finance leases. The lease rentals are treated
as consisting of capital and interest elements. The capital element is applied to reduce the cutstanding obligations and the interest
elsment is charged against profit so as to give a constant periodic rate of charge on the remaining balance outstanding at each
accounting pericd. Assets held under finance leases are depreciated over the shorter of the tease terms and the usehd lives of equivalent
owned assets.

Stocks and work in progress ]
Stocks and work in progress are stated at the iower of cost and net realisable value. In general, cost is determined on a first in first out
basis and inciudes transport and handling costs. Provision is made where nacessary for obsolete, slow moving and defective stocks.

Foreign currencies
Assets and liabilities in foreign currencies are translated into sterling at rates of exchange ruling at the end of the financial year. All foreign
exchange differences are taken to the profit and loss account in the year in which they arise.

Trading transactions denominated in foreign currencies are translated into sterling at the exchange rate ruling whan the transaction was
entered into.
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1 Principal accounting policies wcontinues)

Financial instruments
Gains and losses on forward exchange contracts matching foreign currency assels and fiabiliies are recognised in the profit and loss
account in the year in which the gain or loss on the matched asset or liability is included in the financial statements.

Turnover

Turnover, which excludes value acded tax. sales between Group companies and trade discounts, represents the invoiced value of goads
and services supplied. T

Investment income -
Income from investments, other than from the asscciate, is inctuded, together with the related tax credit, in the consohdaued profit and
loss account on an accruals basis.

Deferred taxation

Provision is made for deferred taxaticn, using the liability method, on material timing differences to the extent that it is probable that a
liability or asset will crystallise.

Pension scheme arrangements

The Group ope-ates a defined benefit pension scheme and a defined contribution pension scheme. The defined benefit pension scheme
is contracted out of the state scheme. The fund is valued every three years by a professionally qualified independent acluary, the rate of

contribution payaide being determined by the actuary. In the intervening years the actuary reviews the continuing appropriateness of the

rate. Pension costs are accounted for on the basis of charging the expected cost of providing pensions over the pericd during which the
Group benefits from the employees' services. The efiects of variations from regular cost are spread over the expected average remaining
service lives of memibers of the scheme. The defined contribution pension scheme is not contracted out of the state scheme. Costs are

charged as they are ncurred.

2 Turnover analysis

The Directors now consider that the Group's activilies are a single class of business. The previcusly disciosed segmental analvsis is now
no longer appropriate. However for additional shareholder information turmover is anaivsed as follows:

Total Total

2001 2000

Market sector 000 £ovo

Bining Out 21,323 20,602
Dining In 30,662 29871

The Directors consider that the disclosure of further information relating to the segmental analysis of the Group's net assets would be
seriously prejudicial to the interests of the Group ) -

The analysis by geographical area of the Group's turnover by destination is set out below:

2001 2000
£:000 000
Geographical segment

Uniled Kingdom 32,027 28.594
Res! of Europe 10,732 10,5486
North America _ 6,704 8,087
Ausiralasia 1,271 1,232

Far East 535 44
Ciher 716 1 ‘OO9
51,985 49613

Wiaterially all turnover, profit Detore taxation and net assets originate in the UK,
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Operating profit
Total Total
2001 2000
£'000 £'000
Turnover 51,985 43,913
Changes in stocks of finished goods and work in progress 1,224 584
Raw materials (6,025) (6,120)
Staff costs (note 4} (20,598) (21.320)
Cther external charges (21,874) 118.366)
Depreciation and other amount_s written off tangible and intangible fixed asssts {2,099) {2,396}
'Operatimg profit 2,813 2,395
Al of the above relate to continuing operations.
Employee information
The average weekly number of persons (including executive Directors) employed by the Group during the year was:
2001 2000
_ Number Number
By activity
Production 1,046 1,143
Sales and administration 222 214
1,268 1 1,357
Employment costs - all employees including executive Directors:
200t 2000
£'000 £'000
Staff costs {for the above persons}
Wages and salaries 18,716 19,164
Social security costs . 1,347 1,426
Gther pension costs.{ses note 20) 535 730
20,598 21,320
Profit on disposal of fixed assets
2001 2000
£'000 £'000
Profit on disposal of fixed assets 337 -

The profit on disposat of fixed assets represents the net proceeds of the dispesal of two plots of surpius land during the year.
Gross proceeds of £345,000 were received against which costs of £499,000 for the consiruction of access roads and £109,000 in

respect of the value of the land sold have been charged.
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Income from fixed asset investment

income fromi fixed asset investment

income from fixed asset investment represenied dividends received from Shraff Tip Limited (see note 14].

Net interest receivable/(payable)

Other interest receivable

Income from fixed asset invastment

Interest payable on bank loans and cverdrafts and other loans:
Repayab}re within 5 years, not by instaiments

Interesi payable on finance leases

Share of interest payable of associate

Profit on ordinary activities before taxation

Profit on erdinary activiiies before taxation s siated afier charging/{crediing)
Depreciation charge for the year:
Tangible owned fixed assets
Tangible fixed assets held under finance leases
Amortisation of goodwil
Auditors’ remuneration
{Company £1,830; (2000: £1.5000
Loss on disposai of tangible fixed assets
Profit on disposal of tangible fixed assets — exceptional

2001
£'000

2001
£'000

85
27

2001
£000

2,043
10
46

Remuneration of the Group's auditors for provision of non-audit services to the Group was £5,500 (2G00: £11,000.

2000
£'000

2000
£'000

2000
000

2 pe6

hie!
43
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g Tax charge on profit on ordinary activities

2001 2000

£°000 £000
United Kingdom Corporation tax charge at 30% (2000. 30.25%}:
Current year 901 862
Overprovision in respect of prior years (18} -
Share of corporation tax of assogiate 38 27
Total current tax a21 8882
Deferred tax
Reversal of timing differences ) - (253}
Total deferred tax - (253)
Tax con profit on ardinary activilies 921 636

10 Dividends

2001 2000

£°000 000
Ordinary
interim of 3.0p per 10p ordinary share paid (2000: 2.0p) 319 213
Proposed final of 8.0p per 10p ordinary share (2000: 5.0p) 639 533

958 746

11 Earnings per ordinary share

The basic earnings per ordinary share is based on the profit on ordinary activities after taxation and on 10,649,878 (2000: 10,643,876}
ordinary shares, being the weighted average number of ordinary shares in issue during the year.

The adjusted earnings per ordinary share is based on the profit on ordinary activities after taxation and adjusted to take into account
profit on disposat of fixed assets and income from fixed asset investment. The Directors believe that adjusted sarnings per share more
closely reflectsthe underlying performance of the Group.

2001 2000

Pence per Pence per

share share

Basic earnings per share 23.1 17.4
Adjustments:

Profit on disposal of fixed assets (3.2} -

income from fixed asset investment - {0.9)

Adjusted earnings per share : 19.9 18.9

Diluted basic earnings per ordinary share is based on the profit on ordinary activities after taxation and on 10,738,683

{2000: 10,881,074} ordinary shares, being the weighted average number of ordinary shares in issue during the vear of 10,649,876
{2000: 10,649,876) increased by 88,807 (2000; 31,188) shares, being the weighted average number of ordinary shares which would
have been issued if the outstanding opticns to acquire shares in the Group had been exercised at the average share price during
the year.
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Earnings per ordinary share continves)

Diluted adjusted earnings per ordinary share is based on the profit on ardinary activities after taxation and adjusted 1o take into account

income from fixed asset investment and exceptional items.

2001

Pence per

share

Diluted basic earnings per share 229
Adjustments:

Frofit on disposat of fixed assets - ’ (3.2)

income from fixed asset investment -

Dited adjusted earnings per share 19.7

Intangible fixed assets

The Company has no intangible fixed assets. Details of these refating 10 the Group are as folows:

Cost
At 1 January 2001 and 31 December 2001

Aggregate amortisation

At 1 January 2001
Charge for the year

At 31 December 2001
Net book value at 31 December 2001

Net book value at 31 December 2000

2000
Pence per
share

17.4

The goodwili arising cn the acauisition of Wren Giftware is being amortised on a straight line basis over 1C years. This pericd is the
period over which the Directors estimate that the valug of the underlying business acquired is expected 10 exceed the valug of underlying

assets.

The goedwill arising on the acquisition of James Sadler is being amortised on a straight line basis over 5 years. This perigd is the period
over which the Directors estimate that the value of the underlying Business acquired i expected 1o exceed the value of underlying

855e15.

Ag required by FRS 10 following the compietion of the first full years trading after purchase. the Directlors have performed a review of the
carrying value of goodwill purchased on the acquisition of James Sadler using a rate of 10% to discount cash flows arising from the

busingss. There Pas been no impairment 1o the carrying value ol the goodwill purchased as a result of this review.
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13 Tangible fixed assets

The Company has no tangible fixed assets. Detalls of those relating to the Groug are as follows:

Freehold Fixtures

land and Plant and Motor and

buildings machinery vehicles fittings Total

£'00C £'0Cs £'000 £000 2000
Cost/valuation
At 1 January 2001 10,783 22.581 858 3.458 37.690
Additions 1,028 589 190 334 2.242
‘ Disposals . (538) - (233) 5) (798)
At 31 December 2001 11,254 23,270 825 3,787 39,136
\ Depreciation

At 1 January 2001 1,189 17,862 359 3,051 22,461
Charge for the year 157 1.564 138 124 2,053
Disposals - - (143} 2) {145)
At 31 December 2001 1,346 19,426 354 3,243 24,369
Net book value
At 31 December 2001 9,908 3,844 471 544 14,767
At 31 December 2000 9,584 4,719 509 407 15,229

The Group adopted FRS 15 'Tangible Fixad Assets’ and has followed the transitionai provisions to retain the book value of land and
buildings, cartain of which were revalued in 1992,

Freehold land and puildings are included at a valuation on an existing use basis as follows:
£'000

Valuations in 1992 4,929

The historicatcost and relatac depreciation of freehold land and ouildings inciuded at a valuation arg set out below:
i Freehold land

and buildings
2001 2000
£'000 £'000
Historical cost 8,878 8,893
Depreciation bhased on cost {1,594) {1.459)
Historical cost net book value 7,284 7,434

The net book value of plant and machinery includes an amount of £40,000 (2000: £50,000) in respect of assets held under finance
leases and hire purcnase contracts. Depreciation charged on these assets during the year was £10,000 [(2000: £10,000),
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14 Investments

Group
Fixed asset investments .

Interest in Other

associate investment Total

©.2000 - 27000 £:000

Cost or valuation T
Al 1 January 2001 959 a4 993
Additions - BT 18
Share of retained profit invested 81 - 81

At 31 December 2001 1,070 22 1,092

Interest in associate
This represents a holding of 34.4% of the issuad €1 ordinary shares of The Furiong Mils Company Limited, a Company registered in
England,; whose principal activity is that of a potters miller.

2001 2000
£000 2000
Share of associate’s net assets 1,126 1,045

Ouring the year the Group purchased raw malerials 10 a value of £2.834,000 2000: £2,839,000) from The Furiong Mills Company
Limited. Amcunts due to that company at 31 December 2001 were £225,000 (2000: £348,000).

Other investment

2001 2000
£'000 £1000
Shares in unlisted company at cost 22 4

Shares in uniisted company represents 35.9 % {2000: 32.2%) of the issued ordinary share capital of Shrafl Tip Limited, a Company
registered in Great Britain. The Directors do not consider that the investment in Shraff Tip Limited should be accounied for as an
asscciate as Churchill China ple is not in a position to exercise significant influence over Shraff Tip Limited, taking inlo account other
large third party sharehcidings.

Company
Fixed asset investments :
Interests
in Group QOther
undertakings Investmants Total
£000 2000 £'000
Cost or valuation
Al 1 January 2007 2,668 380 3.048
Addiions 14 18 32
Transfer to current asset investmen:s 62) - 62}

At 31 December 2001 2,620 398 3,018
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14 Investments woninuec

Current asset investments .
. Interest in
Groug undertaking
52'C00

Cost or valuation

At 1 January 2001 -
Transfer from fixed asset investments 82
At 31 December 2001 62

Interests in Group undertakings

Shares in Group undertakings comprise the cost of investments in subsidiary undertakings. all of which are registered and operate in
" Great Britain. The prncipal operating subsidiaries of the Group are as follows:

_ Proportion of
Description of rominal value of
Name of Company shares haid issued sharas held Principal activity
Churchili China {UK) Limited Ordinary 100% Vitrified earthenware and earthenware
manufacturers
Churchill Gerarrics (UK} Limited Ordinary 100% Provision of management and property senvices

within the Group

Dormant companies within the Group are not included in the above analysis.

15 Stocks

The Company has no stocks. Details of stocks refating to the Group are as follows:

200t 2000

£'600 £'000

Raw materials. and c_onsurﬁéb[es 1,139 953
Work in progréss - 1,096 1,325
Finished goods andgoods for resale 6,224 4.771
8,450 7,048

The Directors do not consider there is a material difference between the carrying valueg and replacement cost of stocks.
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Debtors

Amounts falling due after one year:
Amounts owed by subsidiary undertakings

Amounts falling due within one year:
Trade debtors

Amounts owed by subsidiary undertakings
Corporation tax

Other debtors

Prepayments and accrued income

Total debtors
]

Other debtors includes assets held for resale of Tnil (2000: £75,000).

Debtors include the following amounts receivable in currencies other than sterfing:

US doliars
European currencies
thers

Creditors: amounts falling due within one year

Trade creditors

Corporation tax

Other creditors including:

Taxation and social security
Obiigations under finance leases
Other creditors

Dividends payabtile

Accruals and deferred income
Amounts due to subsidiary company

Group
2001 2000
£'000 £'000

9,641 10169

- 417
27 105
392 358
10,060 11.048
10,060 11,049

Group
2001 2000
£°000 £000
609 1.202
1,284 1,046
29 165
1,922 2413

Group
2001 2000
£'000 £:000
4,613 4178
616 e84

753 1.003

13 13
2,029 2,212
639 533
569 662
9,232 9.655

Company
2001 2000
£'000 £'00C
18,595 15,673
18,595 15.973
127 356
127 366
18,722 16,338
Company .
2001 2000
£°000 £'000
Company
2001 2000
£°000 ¢ooe
1 15
10 10
639 533
3 2
456 -

1,109 560

Trade crediors include an armount of £152,000 2000: 6139,000) due n US dollare, and amounts of Cnil (2000, £31.000) due in

European currencies.
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18 Creditors: amounts faling due after more than one year

2001 2000

£'000 £'000

Ubligations under finance leases 19 32
Finance leases:

Repayable in one year or less 13 13

Repavyable between one and two years 13 i3

Repayabie between two and five yvears 6 19

32 45

The Company has no creditors faling due after more than one year,

19 Provisions for fiabilities and charges

Restructuring

£'000
At 1 January 2001 3
Utilised (8)

At 31 December 2001

There were no provisions for liagilities and charges in the Company.

Deferred taxation

Deferred taxation has been provided to the extent that the Directors teiieve on the basis of reasonable assumptions and the intentions
of management, it is probable that a liabitity or asset will crystallise. The amount provided is:

2001 2000

£'000 €000

Accelerated capital a_llowar:ces - -
The unprovided amé’u'nts for deferred taxation assets are as follows:

2001 2000

£'000 £'000

Accelerated capital allowances (236) {(224)

Short term timing differences - ©

(236) (233)
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Pension and similar obligations

The Group operates two principal pension schemes; a iunded pension scheme, the Churchill Retirement Benefit Scheme, providing
benefits based on final pensionable salary which is closed to new entrants and the Churchill Chinag 1999 Pension Scheme, a defined
contribution scheme providing bengfits based on contributions paid.

The assets of the schemes are held separately from those of the Group. The 16tal pension cost for the Group was £535,000
{2000: £730.000). e

The pension cost relating to the Churchill Retrement Benefit Scheme is assessed in accordance with the advice of an-independent
gualified actuary using the projecled units method. The tatest actuarial valuation of the scheme was at 1 June 19989. The assumptions
that have the most significant effect on the valuation are those relating to the rate of return on investments and the rates of increase in
salaries and pensions. It was assumed that the investment return would be 2% per annum higher than increases in earnings and 4%
higher than increases in present and future pensions.

At the date of the latest actuarial valuation, the market value of the assets of the Churchill Retirement Benefit Scheme were £14,168,000
{2000: £14,168,000). The actuarial value of these assets was sufficient 10 cover 122% of the benefits which had accrued to members,
atter alloing for expected fulure increases in earnings. The contributions of the Company and employees are 5.5% and 5.2%
respectively.

FRS 17

The most recent valuation of the Group's defined benefit pension scheme, the Churchill Groug Retirement Bergfit Scheme has been
updated to 31 December 2001 to take account of the reguirements of FRS 17. The major assumptions used to calculate the present
value of scheme Habilities were as follows:

% per annum

Discount rate 6.0
Infiation rate 2.7
Rate of increase in salaries 3.7
Rate of increase of pensions in payment 2.7

The assets of the scheme and the expeclied rate of return and fiabilities of the scheme at 31 December were:

Long term rate of
return expected at

31 December Value

% £'000
Eguities 82 12,935
Bonds 51 2,084
Other 5.1 742
WMarket value of schame 15,761
Present value of scheme lizbilities {15,219)
Surplus in the scheme at 31 December 2001 542
Related deferred tax liability (163)
Net asset 379

The above net asset represents 2% of the current market value of scheme assets.
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if the above amounts had been recognised in the financial statements, the Group's net assets and profit and loss account at

31 December 2001 would be as follows:

Net assets
Net assets excluding pension asset
Pension asset

Net assets including pension assst

Profit and loss account
Profit and loss account axcluding pension asset
Pension asset

Profit and loss account including pension asset

Called up share capital

Authorised

14,300.000 ordinary shares of 10p each

Allotted, called up and fully paid

10,849,876 ordinary shares of 10p each (2000: 10,643,878)

Options in shares of Churchill China plc

The following optiongfexercisable over ordinary shares were outstanding at 18 March 2002:

Number of shares

The Executive share option scheme

161,000

The unapproved Executive share aption scheme
80,000

45,000

84 000

Exercise
price

151p

82.5p

118.5p
151p

£'000

22,116
37¢

22,495

2000
£'000

1,430 1.430

1,065 1,085

Date from
which
exercisable

December 2003

April 2002

April 2003
December 2003

Expiry
Date

December 2010
April 2009

April 2010
December 2010
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23 Reconciliation of movements in shareholders’ funds

24

25

Profit for the financial year

Ordinary dividends

Net addition to shareholders' funds

Opening shareholders’ funds

Closing shareholders’ funds

Analysis of changes in financing during the year

At 1 January

Cash outflow from financing

At 31 December

Financial instrumenis

interest rate risk of financial assets and fiabilities

Variable rate assets:

Variable rate liabilities:
Net variable rate assets

Fixed rate liabilities

A right of sel off exists between variable rate assats and liabilities.

Sterling

US Dollar

European currencies
European currencies

Share
capital

{including

share

premium}

£'000

3,025

2001

Loans and
finance
lease
obligations
£000

45
(13)

32

2001 2000
£000 £°000
2,457 1,853
(958) (746)
1,499 1,107
26,017 24,810
27,516 26.017
2000

Share
capital Loans and
(including finance
share lease
premiumy obligations
£'000 £000
3.025 58
- (13)
3,025 45
2001 2000
£°000 £'000
1,399 626
441 3i6
327 200
_ Hen|
2,167 1124
(32} (453
2,135 1.079
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The Group’s variable rate financial instruments atiract interest charges based on the Lloyds TSB8 plc base lending rate. Fixed interest
ligilities retate wholiy 10 finance teases. The weignted average merest rate for these contracts is 8.3% (2000 8.3%:) ana the weighted

average period for which interest rates are fixed is 2 years.

The Group's variable rate sterling and foreign currency assels are comprised entirely of cash and bank deposits. Interest rates on bark
deposits are based on the appropriate Lioyds TSB plc base rate. During the year, short term deposits were made for periods between

1 and 13 days and sarnad interest at rates between 2.8% and 6.4%.

The numerical disclosures above do not include details regarding short-term debtors and craditors as permitted by Financial Reporting

Standard 13 “Derivatives and other financial instruments”.

Fixed rate liabiiities mature over the pericd shown in note 18.

Borrowing facilities

The Group has undrawn committad borrowing facilities of £5,000,000 expiring within one year. These facilities are subject t¢ an

annual review.

Fair value of financial assets and liabilities
There is nc difference between the fair value of financial assets and labilities and their book value.

Currency exposures

The table below shows the extent to which the Group has monstary assets and liabilities other than sterling. Forsign exchange

differences on retranslation of these net assets and liabilities are taken to the Group's profit and loss account.

Currency: US Dollar
European currencies
Other currencies

These monetary assels and liabilities may be analysed as follows:
Debtors (noté 16)
Financial assets ancHizbilities (above)
Creditors due within one year {note 17)

Hedges

2001
£'000

858
1,611
29

2,498

1,922
768
{192)

2,498

2000
£'000

1,379
1,197
1685

2,741

2413
498
(170)

2741

Ag explained in the Directors’ Report on page 18, the Group's policy is to hedge the currency risks to which it is exposed using forward

option contracts.

At 31 December 2001, the Group had gaing of £30,000 (2000: £398,000 loss) on forward opticn contracts which had been recognised in
the profit and loss account and gains of £1,000 (2000: £27.000 gain) on forward option contracts which had not been recognised in the
profit and toss account as they relate to transactions which will be completed in future years. These unrecognised gains are expected (0
be included in next years or later profit and 10ss accounts. All the gains and losses on hedging instruments are expected (¢ be matched

by gains and losses on the hedged transactions.
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26 Share premium account and reserves

Share
premium  Revaluation
account reserve
£°000 £'000
Group
At 1 Jenuary 2001 1,960 2,165
Transfer from revaluation reserve 1o profit and ioss account - {43}
Retained profit for the vear - -
At 31 December 2001 1,860 2,122
Churchill China plc and subsidiaries 1,860 2,122
Associate - -
At 31 December 2001 1,960 2,122

Cumulative goodwill relating to acquisitions made prior 1o 2001 which has been eliminated against reserves amounts 1o £31,000

{2000: £31,000).

Company
At 1 January 2001
Retained profit for the year

At 31 December 2001

27 Financial commitments

Capital commitments

Group
2001 2000
£'000 £2°000
Capital expenditure
Contracted but not provided for 93 47

28 Profit and loss account

Profit

Other and loss

reserves account

£'000 £'000

253 20574

- 43

- 1,498

253 22,116

253 21,129

- 8987

253 22,116

Share Profit

premium and loss

account agcount

£'000 £'000

1.960 16.431

- 1.251

1,960 17,682
Company

2001 2000

£'000 £'000

As permitled by Section 230 of the Companies Act 1885, the holding Company's profit and loss account has not been included in these
financial statements. The profit for the year, sfler dividends and other distributions received from subsidiary Companies. is made up as

folfows:

Halding Company’s profit on ordinary activities for the financial year

Share ¢i nel profits retained by associate

2001
£°000

2,209

81

2000
£°000

36




Turnover

Operating profit/(loss)
Share of operating profit of associate

MNet interest recevable/payable)

Profit/{loss) on ordinary activities before
pro)fit on disposal of fixed assets, income
from fixed asset investment and exceptional items

Exceptional tems
Profit on disposal of fixed assets

Income from iixed asset investmant

Profit/(loss) before taxation

Taxation

Profit/(loss) after taxation

Dividends

Retained profit/{loss)

Net assets employed

Ratios
Operating profit/{loss)
Basic sarnings/(loss) per share {pence)

Adjusted earnings/(loss) per share (pence)

1997 1998
£'000 £'000
53,855 50767
5,720 1,188
173 118
203 43
5,086 1.347
- 115
24 5]
6,120 1,468
{1.8860) (468)
4,260 1,000
(1,520 319}
2,740 681
29,232 29,953
10.6% 2.3%
40.1 94
399 8.3

9
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1999 2000 2001
€000 €000 £'000
45,577 49,913 51,985
{(433) 2.395 2,813
76 143 124
(154) (97 104
(511) 2.441 3,041
(4,083} - -
- - 337

65 48 -
(4,531) 2,488 3,378
4085 (636) {921)
(4,126) 1,853 2,457
- (746) {958}
(4.126) 1,107 1,499
24,910 26,017 27,516
{1.0)% 4.8% 5.4%
38.7) 17.4 23.1p
(3.7 16.9 19.9p

The adjusted earnings per share is based on the profit/floss) on ordinary aclivities after taxation and adjusted to take into account income from

fixed asset investment, prefit on disposal of fixed assets and exceptional itams.
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Notice is hereby given that the Annuai General Meeting of Churchili China plc will be held at Marlborough Pottery, High Street, Sandyford,
Tunstall, Stoke-on-Trent on Wednesday 15 May 2002 at 9.30am.

Ordinary Business

To consider and if thought fit to pass the following resolutions which will be proposed as ordinary resolutions:

1. That the reports of the Directors and the Auditors and the Financial Statements for the year ended 31 Déoember 2001 be received.

2. That, as recommended by the Directors, a final dividend of 6.0p on each ordinary share for the year ended 31 December 2001 be paid.
3. That A D Roper be re-elected as Director.

4. That D M O’'Connor be re-elected as Director.

5. That R S Kettel be re-elected as Director.

6. That the Auditors, PricewaterhouseCoopers, be re-appointed and that the Directors be authorised to fix their remuneration for the vear
ending 31 December 2002.

Special Business

AND to consider and, if thought fit, to pass the following resclution which will be proposed as a special resolution:

7. That the Directors of the Company be and they are herelyy empowered pursuant to Seclion 95(1) of the Companies Act 1985 {"the Act”)
r
to allot equity securities {as defined in Secticn 94(2) of the Act) pursuant 1¢ the autherity under Section 80 of the Act granted by an
ordinary resolution passed at the Annual General Meeting of the Company held on 18 May 1899, as if Section 831} of the Act did not

apply to such allctment PROVIDED that this power shall be limited to:-

(a) the allotment of equity securities in connection with a rghts issue (which for this purpose shall mean an offer of equity securities
open for acceptance for a period fixed by the Directors in favour of the holders of ordinary shares on the register on a fixed record
date where the equity securities respectively attribitable to the interests of such holders are proportionate (as nearly as may bej
1o the respective numbers of ordinary shares held by them, but subject te such exclusions or arran'gemems as the Directors may
deem necessary or desirable 10 deal with fractionai entitlements otherwise ansing or legal or practical problems under the laws of,
or the regulations or requirements of any regulalory body or authaority or stock exchange in, any territory); and

{e) the allotment of equity securities (otherwise than as mentioned in sub-paragraph {a) of this resolution) PROVIDED that the
maximum nominal value of equity securities so allotted does not exceed in aggregate £53,249;
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and shall expire on the date of the next Annual General Mesting of the Company {or if sarker on 14 August 2003) and PROVIDED that
the Company may make an offer or agreement before the expiry of this power which would or might reguire equity securities to be
alfotted pursuant thereto after it has expired and the Directors may ailot equity securities in pursuance of any such offer or agreemient as
if the power conferred hereby had not expired.

By order of the Board

h\\(,____k_. D J S Taylor

Company Secretary

Regstered Office
Marloorough Works
High Street

Tunstall
Stoka-on-Trent

STB SNZ

Registered Number
2709505

Dated 17 Aprii 2002

Explanatory Notes

1. A member entitied o0 vote at this Meeting i$ eniitled to appoint one or more proxies to attend and, on a paoll, vote instead of him. A
Proxy need not also be a member,

A form of proxy for the use of members is enclosed and the attention of the members is drawn to the notes thereon. The apoointment
of a proxy will not preclude a member from attending at the Meeting and voling thereat in person.

2. There will be availabie at the Registered Office of the Company during business hours on any weekday (excluding Saturday and
public holidays) fromythe date of this Notice until the conclusion of the Annual General Meeting and at Marlborough Pottery, High Street,
Sandyford, Tonstall, Stoke-on-Trent from 9.15am until the conclusion of the Annuai General Meeting, the register of Directors’ interests
and copies of all senvice contracts of the Direciors of the Company having an unexpired term of at least 12 months.

3. ltemm 7 in the notice of Annual General Meeting is a special resolution to empower the directors at any time prior tc 14 August 2003
{or if earlier, the conclusion of the next annuat general meeting) to allot securities for cash without pre-ermption up tc an aggregate
ncminal value of £53,249 equivalent to 532,480 ordinary shares, (approximately 5 per cent of the present issued share capital).
This resolution will 2lso empower the Directors (within the period mentioned above) to aliot pursuant to the authority under section 80
of the Companies Act 1885 granted on 13 May 1899 up to 3,850,120 ordinary shares (approximately 34.27 per cent of the present
issued share capital) in connection with a rights or similar issue with such modifications as they may consider necessary or desirable to
ceal with fractions or legal or practical problems.

4. In accordance with Regulation 41(1) of the Uncertificated Securities Regulations 2001 the Company specifies that only those
shareholders who are registered in the Company's register of members at 5pm on 13 May 2002 {or, in the case of adjournment,
48 hours before the time of the adiourned mesting) will be entitled to attend or vote at the Mesting and that the number of votes which
any such shareholder may cast, upon a poll, will be determined by reference tc the number of shares registered in such shareholder's
name at that time.
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China plc

Churchill China plc
Mariborough Pottery, High Street, Tunstall, Stoke-on-Trent ST8 5NZ

www.churchilichina.com

SChurchill China pic 2002
Harry Potter logo © Warner Bros. 2000




