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Chairman's Statement

I have great pleasure In announceng these results 1n a year in
which we have increased revenue beyond £200 mullion to
achteve a new record level of £2139 millon (2010 £186 4
meliion), an increase of 14 8%

Our profit before tax at £38 5 mitlion (2010 £35 8 mitlien)
15 also a record achievernent, and 7 6% ahead of the
comparative

Notwithstanding these figures, it was a difficult year The UK
economy and the construction sector in particular faced an
austere backdrop Additional challenges were the prece, and
at times avallability, of basic raw matenials This resulted in
an inevitable degree of margin erosion Having said this, the
UK turnover progressed by 2 7%

Qur success in gverseas markets was impressive with a 22%
Increase in revenue over the prior year and some 66% of our
turnover 1s now outside the UK

investment continued throughout the year Polyflor has
completed a major refurbishment and upgrade to s
producticn lines 1n Manchester and 1in Oldham our
marketing and distnbution faclities were completed with a
showrcorm facility that has welcomed many of our partners

In addiion to this Polyfor Australiz has extended its
warehouse facilities and Phoenix has relocated a short
distance to modern premises In addition, Riverside Flooring
(Teesside) has successfully brought our newest facility into
production

| am proud to report that once again we received
recogrition for our export achleverments i receiving the
Queen s Award, our third award In addition, our mdustry not
orly voted us as supplier of the year (for the fifth
consecutive year) but, uniquely, selected the entire Polyflor
range as the flooring product of the year

Once again | can report that we have been associated with
landmark installations across the world These include the
event centre at the famous Nurburgnng F1 grand prix
crcuit, the Niagara Falls Convention Centre (n Canada and
the Kokura Railway Station in Kitakyushu Japan

The aversity and global geographic spread of our product
penetration 15 further evidenced by projects such as the
Wuxi Grand Theatre in jiangsu, China, the Indian Naval Ship
Vikramaditya and the Gorgan Gas project an Barrow Island,
Western Australia | can also report that our more usual
hospital and education projects continue to be supplied

Dividend

For the 35th consecutive year the Board proposes to
increase the final dividend The final dividend of 9 8p (2010
9 375p) represents an Increase of 4 5% and combined with
the interim dividend, paid i May 2011 of 4 5p (2010 4 0p),
makes a total of 14 30p (2010 13375p) for the year, an
Increase of 6 9%

Acknowledgements

On behalf of the Directers 1 would Uke to give thanks to our
staff and customers for their contribution to these results

Outlook

Although the prevalling challenge of this year was the
increasing cost of raw matenals and energy we remain
vigilant to the fragile state of our home market The coming
year will be testing as our competitors look to our volume
growth and seek to take back market share t am, however,
of the firm belief that as a result of the key structural
investments that we have made and our worldwide
experience we wili continue to progress In the coming year

G Halstead
Chairman




Chief Executive’s Review

The year to 30 june 2071 was creditable Once agan we
have achteved record turnover and profizs With over a 20%
increase In international sales we continued to expand our
global operations The 27% growth i the UK 1s_more
modest but the market has been challenging

Looking at the geographical split of revenue we have seen
growth in all our major markets The most notable of these
are revenue increases in Australia {28%}), Germany {25%),
France (18 7%) and Scandinavia (16 6%)

Operating p-ofit has nsen to £383 million (2010 £359
mutiion) an increase of 6 9% The profit before tax is shightly
higher as a result of net finance mcome In the year of
£167,000 (2010 a ne: finance cost of £102,000)

There was a drop in the overall margin on sales to 402%
(2010 426%) which was caused by a combination of
keenly priced export projects, persistent raw material price
increases and the start-up costs of production at Riverside,
in Teesside Raw rmatenal cost increases have been largely
passed on through selective price increases | am pleased to
say Riverside 1s now fully operational and indeed, by the
close of the year Riverside was suppiving Polyflor UK
Objectflor and Polyflor Pacific with new contract flooring
collections This objective was achieved quickly but
Teesside s latent value 15 considerable in terms of both s
capacity and its capability and in August 2011 there were
significant plant modifications and capital expenditure that
will allow us to access new markets

We anticipate consistent expansion at Teesside in the
corming years

In the fragiie econcmic clemate | think we have successfully
balanced the defence of margin against tne need for growth
and | expect that the investments in productivity made this
year will underpin ongoing competitiveness

Recycling and environmental 1ssues continue to be a major
area of focus In recent years specifiers have taken these
¢riteria Into account when assessing potential suppliers Our
expertience 1s that often environmental credentials are no
more than ‘green-washing’, +e glossy marketing and web
site presentations that present an overalt green impression
However, our credentials, which are often market teading,
are substantiated by independent bodies Examples of this
are

®  Quer 25 of our ranges feature the trghest {A+} rating
in the BRE Global venfication system

] Our Recofloor vinyl take back system continues to
grow and not only lowers landfill usage but delwvers to
us raw matenals Consequently, the recycled content
of our products continues to grow

] The amount of energy required per square metre of
product continues to fall and since 2000 has reduced
by 43%, which of course aids competitiveness

Cash stands at £340 mullion (2070 £33 4 million) even
after tre payment of £14 4 million in dividends, £9 7 millien
In tax and £97 milion of capital expenditure The cash
inflow from operations remains streng at £329 mitlion
(2010 £365 million) obviously lower because of the
absorption of an extra £10 3 milkon into inventones

Stock tevels have nsen and stand at £489 mullion (2010
£35 9 million) and this 36% Increase 1s larger than the growth
I turnover but it reflects the larger value of stock due te raw
material pnce nses and some significant stock for key
infrastructure projects that will be delwvered after the year
end It is certainly true that with interest rates on our cash
deposits at less than 1% and raw matenal price inflation in
double digits the building of stock offered a very real return
The physical volume of stock 15 18% higher than last year

James Halstead plc 15 focused almost entirely on the
manufacture and distributton of flooning and operates
through separate legal entities across the globe In order to
provide information in a structured manner to shareholders
the following gives an overview of the year at the subsidiary
level We do not regard these as businass segments

Polyflor, based in Oldham and Manchester

Product update and design are crucial to mantaiming our
market position and during the year we have had several key
imitsatives In January 2011 we launched 'Pearlazzo’ featunng
a distinctive and bold colour palette which 1s not only
targeted at specifiers for its look but also its extremely hard
wearing capabilities 1n addition, Polysafe 'Hydro-Evolve’
(with its rassed emboss surface, designed 1o reduce slip nsk
in barefoot and continually wet areas) has been extremely
well received

During the year there have been key developments in our
production plants The 'Polysafe’ production line has been
extensively refurbished concluding a 2 year programme of
ymprovements Cur technical staff met the challenge of
accomplishing these changes whilst production was
mantained, almost continuously The project included
replacernent ovens {which imgrove line speed and reduce
energy cosis) continuous in-tine spection (to reduce
manmng levels), totally automated packaging and rew
coating equipment Factory finish coatings are important to
end users Our PUR {polyurethane reinforced) coatengs give
a strong cross hinked surface coat which has been
progressively added across our product offenng It was
inevitable that output and efficiency were affected dunng
this major senies of projects but our ingenuity a1 preventing
a plant closure was commendable




Objectflor and Karndean, our European based organisation,
based in Cologne

Last year | reported 13% growth in our German and central
European orgarisation and | am pleased to report further
progress Looking at the currency on a hike for bke basis, our
businesses have achveved a further 27 3% increase inrevenue,
with all the territories reporting 1n excess of 20% growth A
good year and a commendable achievernent The record sales
translated into a record level of profitabibity for cur German
business

The year was a busy one for the business The Expona Art &
Cesign collection (Objectflor's flagship range) was
augmented with a focused design collection {“Flooring
Trends"} which sold well In addition, we enjoyed the full
year benefit of last year's extremely successful launcn of the
Expona Domestic collection Durning the year the Polyflor
Performa collection of sheet vinyl was re-launched and the
Polyflor Pearlazzo range was launched As the financial year
darew to a close, Objectflor previewed the Riverside
collections of Ligne FX {a wood design heterogeneous
range} and Mineral FX (a stone design sheet vinyl) All of
these have been well receved

During the year there was a major focus on project sales with
the creatton of a dedicated project team created to look at
larger projects Often these are national shop-chamns or
institutions thai require a longer review of the floonng options

examples of the projects delivered in the year were the new
ADAC headquarters in Munich (Europe’s largest automobile
association}, the refurbishment of the Bank Nationale de
Paris i the Opéra Distnct of Pars and the new Rolex
headguarters in Cologne

Polyflor Nordic, comprising our Norwegian and Swedish
operations

A year of progress, with a 16 6% growth in revenue over the
previous year

Across the region there was noticeable growth in the shop
fitting sector with exarmples such as the Team Sperua shop
chain and the Em Mobler furniture stores in Sweden The
Polyflor collection also had its successes with examples such
as the new Pearlazzo being installed in the Lidkopings
Hospital and the Lermia School 1n Malme The Norwegian
business also had 1ts share of key projects with a major
involvernent in the refurbishment of the Dressman retail
chain and the Gmax sports -etailers

it s clear that some of the best designed instaltations are by
Scandinavian architects Overall there was a8 marked uplift in
the sales of design floonngs with the consequent beneficial
effect on margins and improved profitability

Polyflor Pacific, encompassing Australia and New Zealand

Both our businesses in this region have shown positive
growth with Australia in particular winming many projects
As the year progressed the mining sector, in particular,
further added to the growth of our business which achieved
14% like for like increase {which s further enhanced when
translated into sterling)

A custormised colour was ¢reated for one major progect,
Liverpool Hospital in New South Wates and this helped us
secure the Roval North Shore Hospstal which 15 one of the
targest resibent sheet flooring projects 1n Australia over the
tast 25 years

Many buyers 1n our market look to environmental
credentials and Polyflor Pacific has achieved the maximum
Green Tag' ™ accreditation rating making it the only vipyl
floonng to achiave this status with the Green Building
Councils of both Australia and New Zealand in addition, our
Recofloor vinyl take back scheme won a recycling
sustainability award in Western Australia These factors are
important n many new bulld projects but price
competitiveness and customer service remain key 1o
specifiers and Polyflor's competitive edge remains firm on
both these fronts

Performance in the early part of the year was assisted by a
government iniziattve for Investment 1n all major schools to
refurbish the education infrastructure under the Building
Education Revolut:on (BER) programme As Polyflor Australia
has stock located in six warehouses across the country we
were well placed to service this widespread increase m
demand

Phoenix Distnibution, the motorcycle accessones business

It has been a difficult year for Phoenix The retail motorcycle
trade has suffered and Phoenix 15 focused on high end sales
which are problematic in a fragile consumer economy A
measure of the market conditions (s that one of the largest
of Phoenix’s competitors, Frank Thomas Group, went into
administration and exited the marketplace Furthermore,
against the backdrop of a weak value of sterling and almost
all of the brands imporied we expected a tough penod of
trading Nevertheless, despite an 18% decline 1n turnover,
Phoenix remains profitable

Phoen:x continues to have a sohd product range, principally
the Aral range of helmets Its brand feading staius was
confirmed with Aral taking the JD Power Award for customer
sattsfacizon for the 12th consecutive year and Phoenix
awarded the Wholesaler of the Year (by Motorcycle News)
for the fifth time




Chief Executive’s Review

continued

In these difficult tmes Phoemix has been, and remains,
focused on cost contral, but 1t 15 encouraging to see the
prominence of Arat continuing with high profile customers
such as Tom Cruise and Camerson Diaz (on Top Gear) and the
Duke of Cambridge in the run up to the Royal wedding
widely photographed in this 1comc helmet

Outlook

The three key features of the year were the continued
effectiveness and success of our sales strategy, a major
focus on the re-equipping and opening of the Teesside
production faclity and the constant pressure of raw
matenal and energy cost Increases In combination these
factors {ed us to focus on production, productivity and the
growth of stock holdings througheut the year

As the new financial year commences we have the sales
structures, the production capabidities, trusted brands and
the stock availability to continue our progress and | look
forward to 2011/12 with confidence

M Halstead
Chief Executive




Financial Director’s Review

As 15 usuat, we have prepared these accounts by reference to
the censistent applcation of accounting standards, the
matching of costs and revenues with due appraisal and
acerual for subjective costs at the year-end whilst always
trying to take a prudent approach, where there i
uncertainty

Profit before tax at £38 48 million {2010 £35 75 million)
shows an increase of 7 6%

Qur gross margins reduced as a percentage but increased in
absolute terms The main reasons were relentless increases
In raw matereal prices over the course of the year with a lag
effect on the application of consequent price increases
Notwithstanding this there were large mitigating offsets in
foreign currency gains on transactional exposures as a result
of the low value of sterling and the comparative strength of
the Euro

Some key statistics

n Croup turnover at £2139 millon {2010 £1864
million} was 14 8% higher of which 0 8% was the
effect of translation at more favourable exchange
rates Whulst the translation effect was mimimal the
transaction exposures were hedged at more
favourable rates

®  Net finance ncome {excluding the effects of 1AS19
accounting for pensions) fell to £01 milion (2010
£0 4 msllion) as rates on deposit accounts remain
very low

2 Selling and distribution costs were 10 7% higher as a
result of the turnover sncrease but at 17 7% of
turnover show a reduction relative to the 18 3% of
last year

®  Trade debtors Increased to £296 milion (£263
million) reflecting sales growth and the increase in
export activity on longer terms than domestic
activity In offset to this absorption of working capital
trade creditors were £313 millon {2010 £257
mullion})

u Stock levels have nsen and stand at £489 mullion
(2010 £359 msllion) and this 36% increase 15 larger
than the growtn in turnover but it reflects the larger
value of stock due to raw matenial price rnses and
some significant stock for key infrastructure projects
that will be delivered after the year end 1245 certanly
true that with interest rates on our cash deposits at
less than 1% and raw matenal price inflation In
double digits the building of stock offered a very real
return

®  (Cash stands at £34 0 million {2010 £33 4 milbon)
even after the payment of £14 4 rrullion in dividends,
£97 rmilion 1in tax and £97 milion of capital
expenditure The cash inflow from operatrons remains
strong at £329 million (2010 £365 million}
obviously lower because of the absorption of an extra
£10 3 mihion into inventores

Key Performance Indicators

The Board considers growth in profit before tax and growth
in dividend key targets in bine with the task of delivering
shareholder value Control of working capital continues to
be :mportant and the {evet of cash 1s monitored

Rather than focus on individual working capital targets or
ratios, the Board are appraised on all sigmificant 1ssues
directly by subsidiary management by means of monthly
reports on the key decsions and nfluences on working
capital Our focus at subsidiary level 15 on stock availabitity
and appropriate credit given to and received from
customers and suppliers respectively Qbviously sales,
margin and profitability are monitored as well as cash which
Is the final result of our economic actvities Appropriate
sutnmaries of these statistics are collated into monthiy
Group reports

No individual key performance indicator, or group thereof, is
regarded as more important than informed background
knowledge of the underlying businesses Subsidiaries
present key perfarmance indicators on debtor days, stock
turn and creditor days but the consclidation of these for the
whole Croup offers no extra benefit as the component of
mix can mask underlying effects

Principal Business Risks and
Uncertainties

The Board constantly assesses nsks To the extent risk is
insurable the Board 1s nisk averse and the Group 1s widely
insured A comprehensive insurance appraisal takes place
annually to rmitigate exposure to nsks, such as business
interruption and fire but obviously key nsks such as
escalating raw material prices and energy costs fall outside
any insurable event

Over the past 18 months the price and avalability of raw
materials has been a business nsk with certain raw maternals
i very short supply as several manufacturers faced problems
This had not been identified n prior years as a principal
business nsk as there are several suppliers of these
commodities We have broadened our supplier base as &
result but the situation, though eased, remains under scrutiny




Financial Director’s Review

continued

The risks 1dentified beyond insured events include foregn
exchange risk, credit rsk, iquidity risk and key management
There are, additionally, key customers and key suppliers
which create dependencies Sales and puichasing policies
are under regular review to assess these dependencies In
the main risk and control are measured and assessed from a
financial perspective, but this 1s not to the exclusion of non-
financial nsks and uncertainties and it 15 clear that scenarios
can be envisaged where the Group's activities may be
disrupted and little could be done 1o mitigate the negative
effects

In respect of exchange nsk, the Group operates
internationally and 15 exposed to foreign exchange risk on
both sales and purchases that are denormnated in
currencies other than Sterling Those giving rise to the most
ssgnificant nisk are US Dollar, Eure, Australian Dollar and Yen
To rmitigate risk associated with exchange rate fluctuations
the Group's policy s to hedge known and forecast
transactions This hedging is at least 25% and on occasion,
albeit rarely, more than 100% of the next 12 months’
anticipated exposure The continued strength of the
Japanese yen 1s affecting competitiveness In certain areas
but 1s not matenal in the context of the group as a whote

Several exiernat factors can be envisaged that would affect
operating acuvities These include technical failures, labour
disputes outstde our businesses, avatability of raw
materials, and import or customs delays Given the spread
of our operating activities there 1s a reduced nsk of any
single event being catastrophic but external factors are an
area of nsk that continues to be monitored Certain
suppliers would be difficult to replace or their products to
substitute and delays could be of several weeks duration
winch would be not be coped with by our current levels of
stock holding

tFRS7 dictates several disclosures on risk and we have
undertaken a market nisk sensitivity analysis on fluctuations
tn our major currency exposure and the effects on the
financial assets and Liabibities in the balance sheet {which 15
mcluded in the notes to the accounts In the Annual Report)

I would note that we have overseas subsidiaries with
sigrificant profit and assets which are translated at average
exchange rates (in the case of profit and loss items} and at
year end rates {in the case of balance sheet iterns) The
effect of this 13 shown annually o the Consolidated
Statement of Comprehensive Income newvitably there 1s a
translational exposure on these items and since they are not
necessanly cash flows (excepting dividend payments) the
consolidated net worth of the Group will mgvitably vary
over time We do not hedge this translational exposure
though we have in the past hedged overseas assets with

matchung gearing At present the cost and complexity in
terms of arrangmg facilities and complying with local
taxation rules would seem to outweigh the benefits

The last five years of these expasures 1n terms of increase in
the value of cur overseas assets are as foliows

£'000
20M 3,219
2010 530
2009 1,204
2008 2,053
2007 234

Defined Benefit Pension Scheme

In cammen with other leng established businesses we have
the complications and uncertarrty asseoated with having a
“final salary ' pension scheme The scheme has been closed
to new entrants since 2000 and was only offered to UK
based employees of cur UK based work force around 30%
of employees are members of this scheme At this moment
in time we are considenng closure of the scheme to future
accrual

The scheme compnises active members ({exsting
employees), deferred members {past employees not yet in
retirement} and pensioners Under the current accounting
standard for pensions the changes in cost associated with
active members are dealt with in the profit and loss account
with the costs associated with deferred members and
pensioners deatt with through the Consolidated Statement
of Comprehensive Income This year there 15 a net actuanal
gain of £27 miliion against a net actuanal loss in 2016 of
£23 milion which 15 largely the effect of better than
forecast asset growth It s of rote that since the adoption
of the pension scheme into the balance sheet (2006) the
deficat has had the effect of improving the return on capital
employed (since 1t 15 @ deficit and a liabilty) and for this
reason 1t s excluded from any performance measure (or
related bonus remuneration) internally

In an effort to offer some perspactive by which to view the
pension scheme deficit the following statistics are used by
some Investors

L The companson of scheme deficet to market
capitalisation as a percentage,

. The comparison of scheme labilities to market
capitalisation, and,

. The companson of the deficit 1o operating profit




These ratios for this Group (based on the share price at
30 June) are

u The net deficit to market capitalisation 1s 18% (2010
38%),

L The total habiities to market capitahisation 1s 11 5%
{2010 17%), and,

8 The deficit to operatng profit 15 32 2% (2010 48%)

| pass no comment on the ments of these ratios but note
that with the assumptions changing annually (despite the
long term nature of the Lizbility) there does not seem to be
a cansistent long term measure of the deficit The above
merely pive some I1dea of the ' affordability” of the deficit to
the company

G R Oliver
Finance Director
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Report of the Directors

The directors are pleased to present thew report, together
with the audited accounts for the year ended 30 June 2011

The audited financial statements of the group are set oul on
pages 16 1o 46 and the audited financial statements of the
company are set out on pages 48 to 57

Principal activities and review of the
business

The principal activities and a review of the business and
outloek of the group are described in the charrman’s
statement, the chief executive’s review and the financial
director's review Also contained i1n the financial director's
review 15 a sumrnary of the principal business risks and
uncertainties and the group’s use of financial iInstruments

Results and dividends

The group results for the year and the financiat position at
30 June 2011 are shown in the consoldated income
statement on page 16 and the cansolidated balance sheet
on page 18

The directors are recormmending a final dividend of 98p
per share on the ordinary share capital for payment on
2 December 2011 to those shareholders whose names appear
on the register at 4 November 2011 This final dividend
together with the interm dividend paid on 20 May 2011
makes a total of 14 3p per share (2010 13375p™*)

Directors

Mr £ K Lotz and Mr ] AWild, being the directors retiring by
rotation, offer themselves for re-election at the annual
general meeting The interests of the directors and therr
families in the share capital of the company were as follows

30 June 2011 30 June 2010
Beneftcial As Trustee Beneficial As Trustee

Ordinary shares*

C Halstead 4,204,370 441,604 4,203,360 441,604
G R Oliver 105,564 - 104,780 -
M Halstead 6789482 5,664,544 6,788,698 5664 544
EK Lotz - - - -

] A wild 34000 6,409,544 94,000 6,409,544
Preference shares
C Halstead 86,405 - 86,405 -

The directors consider that the board of directors include
key management for all areas of the business and that there
are no other key management which require disclosure

*Reflects the effect ¢ the one for one Domus issue on 14 January 2511

Cetals of the directors’ options under the terms of the
executive share option scheme are set out in note 24

Substanttal interests

As at 14 September 20717 the company had been notified of
the following interests which represent 3% or more of the
exisung 1ssued share capital

Number %
John Halstead Settfernent 18,178,060 17 44
Rulegale Nominees 7,420,648 712

Share capital

Ordinary shares*

Gn 26 August 2010, 10,000, on 27 September 2010, 6,962,
on 5 October 2010, 3,038, on 22 October 2010, 40,000,
on 21 December 2010, 80,000, on 7 March 2011, 3,600, on
8 March 2011, 6,400, on 1 Apni 2011 30,000, on 4 April
2011, 30,000, on 5 Apnl 2011, 28,936, on 13 April 2011,
16,000 and on 15 Aprit 2011, 4,240 new ordinary shares
were 1ssued and allotted as fully pad o enable share
options to be exercised

Special business at the annual general
meeting

Resolution & renews the dwectors’ authonty to offer
ordinary shareholders the opportunity to take ordinary
shares in lieu of any cash dwidends which may be payable
prior to the annual general meeting in 2012

Resolution 7 authonses the diectors to allor relevant
secunities pursuant to section 551 of the Companies Act
2006 for a further period of twelve months from the date of
the annual general meeting 1n 2011

Resolution 8 rwites shareholders to renew for a further
period of five years the board s authortty tc issue shares for
cash to other than existing shareholders

Resolution 9 seeks to renew the authonty of shareholders to
allow the company to purchase its own shares in respect of
up to 10% of the ssued capital at prices not exceeding 5%
of the average of the middle market quotations for the five
business days preceding the purchase The company made
no purchases in the year to 30 jure 2011 The directors
undertake that the authority would only be exercised if the
directors were satisfied that a purchase would result i an
increase in expected earnings per share and was 1n the best
interests of the company at that time The directors may
choose to hold shares purchased under such authority in the
form of treasury shares {subject to a maximum of 10% of
the 1ssued ordinary share capital at any one time)
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Report of the Directors

continued

Employment policies and involvement

The group operates a totally non-discnminatory employment
pal.cy, an integral part of which is the proper consideration of
alt applications for employment from disabled persons who,
after appointment, receive training for career development
and promotion consistent with both the needs of the group
and therr own particular ablitres Employee involvement n
the overall performance of the group continues to be
encouraged through the employee profit sharing scheme and
the share option plan There are in existence vanous well
established committees and discussion groups which range
from formal structures to tess formal gatherings and which
deal with a whole range of wssues from the group’s financial
perfarmance to health and safety 1ssues Copies of this annual
report are avaslable to all employees

Environmental policy

A policy has been 1ssued and implemented on safeguarding
aganst arr, water, noise and land pollution The management
team constantly reviews and smplements at every
opportunity the most effective use of materials and energy
A number of control measures have been introduced and
these, combined with matenals storage and handhing
methods, together with trasning, form the basis of the
environmental programme The palicy 15 fully endorsed by
the directors and 15 under corstant review to ensure full
compliance with the UK Environmental Protection Act 1990
All employees, suppliers and contractors are made aware of
the environmental policy whech 15 also freely available to the
general public and regulatory authonties

Health and safety

The health and safety of the group's employees, customers
and members of the general public who may be affected by
the group’s activilies contsnue to be mallers of pnmary
concern it 15 therefore the group's policy to manage its
activities so far as to avoid causing any unnecessary of
unacceptable nisk to the health and safety of all those
affected by its activities In order to ensure that the group’s
high standards 1n this area are maintained, a substantial
programme of traming and retraining of employees took
place throughout the year

Research and development

We remamn totally committed to the continung
development of our processes and our products to both
satisfy the needs of our customers and ensure that we
remain at the forefront of our Industry

Policy and practice on payment of
creditors

Operating businesses are responsible for agreeing the terms
and condtions under which business transactions are
conducted It 15 group policy that payments to supphers are
made n accordance with these terms, provided that the
supplier 1s also complying with all relevant terms and
conditions AL 30 june 2011 there were 44 {2010 26) days
creditors outstanding i respect of the company

Political and charnitable donations

The group contnbuted £2,836 (2010 £29,142) for
charitable purposes There were no political contributions

Directors’ responsibilities statement

The directors are responsible for preparing the directors’
report and the financal statements in accordance with
applicable law and regulations

Company law requires the derectors to prepare financial
staternents for each financial year Under that law the
directors have, as required by the AlM Rules of the London
Stock Exchange, elected to prepare the group financial
statements in accordance with International Financial
Reporting Standards as adopted by the European Unmion and
have elected to prepare the parent company financial
statements in accordance with Umited Kingdom Generally
Accepted Accounting Practice (Umited Kingdorn Accounting
Standards and applicable law) Under company law the
directors must not approve the financial statements unless
they are satsfied that they give a true and fair view of the
state of affars of the company and the group and of the
profit or loss of the group for that pertod in prepanng these
financial statements the directors are required to

= select suitable accounting policies and then apply
them consistently,

. make judgemenis and estimates that are reasonable
and prudent,

L] state whether the group financial statements have
been preparec In accordance with IFRSs as adopted
by the European Linion,

L state, with regard to the parent company financial
statements, whether applicable accounting standards
have been followed, subject to any matenal
departures disclosed and explained in the financial
statements, and
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B prepare the financial statements on the going
concern basis unless 1t 1S mnappropriate 1o presume
that the company and the group wil continue n
business

Tne cirectors are responsible for keeping adequate
accounting records that are sufficient to show and explain
the company's transactions, to disclose wth reasonable
accuracy at any time the financal position of the company
and the groLp and enable them to ensure that the financial
statements comply with the Companies Act 2006 They are
also responsible for safeguarding the assets of the company
and the group and hence for taking reascnable steps for the
prevention and detection of fraud and other wregulanties

The directors are responsible for the maintenance and
integr ty of the corporate and financaial informatior included
on the company s website Legislation i the United Kingdom
governing the preparation and dissermination of the financial
statements and other information included mn annual reports
may ditfer from legislation in other jurisdictions

Going concern

After making enquines the directors have formed a
dgement at the time of approving the firancial
statements that there I1s a reasonable expectation that the
group has adequate rescurces to continue in operational
existence for the foreseeable future For this reason they
centinue to adopt the gang concern basis in preparing the
accounts

Auditor's remuneration — non-audit
related fees

Our auditer may undertake non audit related work This
work would be tendered for separately from audnt work

The board has slways sought 10 ensure that the auditor
goes not automatically receive additional fees Thss
approach, the board believes, enables the compary to
ensure value for money on the company’s patt. and
maintains the independence of the auditor

Auditor

A resolution to re-appomnt the auditor will be proposed at
the farthcoming annual general meeting

As at 30 September 2011 so far as each directo is concerned,
there Is no relevant audit information of which the auditor
is unaware Each director has taken all the steps expected of
him as a director to make himself aware of any relevant
audit Information and to establish that the auditor (s aware
of that information

Approved by the board of directors and signed on behalf of
the board

ML Sk heny

M L Shilton Beechfield,
Secretary Hollinhurst Road,
Radcliffe,

Manchester, M26 1]N
30 September 2011
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Board Report on Remuneration

Remuneration committee

The remruneration committee comprises Mr } A Wid, as
chairman and Mr G ~alstead The commitiee meets at least
once a year, although usually mare frequently, to determine
the remuneration packages of the executive directors of the

group

The remuneration policy for the non-executive director 1s
determinied by the board as a whole by reference to market
rates He does not participate in the group bonus scheme,
pensian scheme or share aption scheme No director can
vote in regard to his own remuneration

Mr G Haistead's salary 1s determined by the fu.l board

Remuneration policy

The reruneration policy s to provide terms of employment
such that the recruitment, motivation ard retention of high
calibre personnel 15 achieved and maintained to tne mutual
benefit of shareholders and employees The committee s
assisted from time to time by data supplied by independent
profess;onal remuneration consultants as to comparable
companies, although identical circumstances are rarely
found

Basic salary and bonus payments

Annual bonus schemes are in place which reward the
executive drectors on achreving performance objectives
Performance s determined py index-linked profit
improvemnents through a trend of earnings per share growtn
UK based executives are eligible members of the employee
share scheme Performance bonuses of £100,000 to each of
the group chief executive and group finance director were
paid durnng the year

Share option schemes

The remuneration committee believes that share option
plans are an wmportant long ferrr incentive to executive
dwectors and other senior employees Thay are infended to
link the exercise of the option to a sustained and significant
impravement in the underlying financal performance of the

group

The share option plan 15 reviewed by the remureration
commdtee and 15 open to executive directors and selected
employees of the group The option price per ordinary share
will not be less than the market value on the day of grant A
limit of four times earnings has been placed on the value of
the aggregate price payable on the exercise of all options or

rights to subscribe tor ordinary shares granted to an
mdividual employee under the share aption plan and under
all other discretionary scheries

Pensions

The company operates Inland Revenue Approved defined
benefit and defined contribut.on pension schemes The
group chief executive and group finance director are
members of the defined benefit scheme Pension
entitlemerts are calculated on basic salary orly

All members of the schemes are required to contnbute 2
percentage of their sensionable earnings Several years ago
pensionable salary was restricted to the growth n the
consumer price index

Other benefits within the schemes are death in service fump
sums, spouse s and dependants’ pensions following death in
service of the member and 1l health early retirement where
the appropnate circumstances arise

Service agreements

The chairman and the group chief executive do not have
service agreements The group finance director has a service
agreement which terminates within or 1s termmable by the
company and the executive on not more than one year's
notice The remuneration committee has taken the view
that notxce periods of one year are reasonable and in the
interests of both the company and its executive directors
having regard to prevaiing market conditions and current
practice The non-executive director does not have a service
agreement

] AwWiid
Chairman of the Remuneration Committee
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Statement of Corporate Governance

The board

The membership of the board during the year comprised
four executive directors and one non-executive director

The board, which meets regularly {six tires duning the last
financial year including the annval general meeting}
determines the policies and abjectives of the group and
provides overall strategic direction to ensure that the
policies and aobjectives are carried out There 15 a bst of
matters which are specificaily the responsibibity of the board
10 resolve Monthly management accounts are circulated to
the directors An agenda of matters to be discussed,
including latest group management accounts, 15 airculated
to board members in advance of each main board meeting
and discussions and decisions taken at those meetings are
minuted in full

The board believes the non-executive director to be
independent

Civen the size of the group, the board does not consider it
necessary to change the ratio of non-executive to executive
directors, or to have formal procedures for the directors, in
the furtherance of thewr duties, to take Independent
professional advice at the company's expense All directors
have access to company secretanal services and advice

Attendance at the six board meetings was as foliows

Possible Actual
G Halstead 6 6
M Halstead 6 5
G R Oliver 6 6
£ Kiotz 6 3
] AWild - non-executive 6 6

Board committees

The following board commuttees have been In cperation
throughout the year

The Audit Comprruttee — comprising the non-executive
cirector as chairman and Mr G Halstead meets twice a year
The external auditar 1s present at the meetings and the
executive directors may attend at the request of the
commitiee

The Remuneration Committee — compnising the non-
executive director as chairman and Mr G Halstead decides
on the remuneration of the executive directors, excluding
the chatrman

The Normination Committee ~ compnsing the whole board
15 chaired by Mr G tlalstead and considers the appointrment
of directors As a result, the committee consists of four
executive directors and one non-executive director

internal control

The board has ultimate responsibtlity for tne system of
internal control operating throughout the group and for
reviewing its effectiveness Internal control systems in any
group are designed to meet the particular needs of that
group and the risks to which it 15 exposea No systern of
internal control can prowvide absolute assurance against
material misstatement or loss The group's system Is
designed to manage rather than eliminate the nsk of failure
in order to achieve business objectives and fo provide the
board with reasonable assurance that potential problerns
will normally be prevented o- will be detected in a manner
which will enable appropriate action to be taken

The key procedures which the directors have established
with a view to providing effective internal control are as
follows

» the group directors are responsible for establishing
mamtaining and reviewing the group's system of
internal control and meet regularly to consider group
financiai performance, busiress development and
management issues, and {0 review these against
predeterrmined objectives,

®  the group board establishes corporate strategy and
business objectives Management of subsidiary
companies integrate these objectives into therr
business strategies for presentation to the group
board with supporting financial objectives,

®  subsidiary company budgets, containing financial and
operating targets, capital expenditure proposals and
performance/profitability indicators, are presented to
and reviewed by the group executive directors The
consolidated group budget ts approved by the group
board,

L] there 15 an ongoing process far identifying, evaluating
and managing the significant rnisks faced by the group
These risks are appraised and evaluated by
responsible executives and endorsed by subsidiary
and group management This process has been n
place throughout the year and up to the date of
approval of the annual accounts,

®  as part of the regular monitoning and review the
group executive direciors hold regular meetings with
the management of the subsidiary companies at
which reports covering such areas as forecasts,
business development, strategic planning, nisk
exposure and performance aganst budget, are
presented and discussed These are then reported to
the group board, on a quarterly basss,
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Statermment of Corporate Governance

continued

= the group board reviews and considers any major
problem which may have occurred and assesses how
the risks have changed in the period under review,

L] there 1s a group-wide policy governing appratsal and
approval of capital expenditure and asset disposals,

» to underpin the effectiveness of controls, 1t s the
group's policy to recruit management angd staff of
high calibre integnity and approprate disciplines
High standards of integrity, business ethics and
compliance with laws, regulatrons and nternal
policies are demanded from staff at all levels,

. the augit commuittee keeps under review the
effectiveness of the system of internal control and
reports its conclusions te the full board,

s the board also conducts an assessment of the
effectivenass of the internal control system
This assessment consists of a review of all the
signsficant areas of internal centrel, including risk
assessment, the control environment, control
actvities, wmformation and commumication, and
moenitoreng

Relations with shareholders

The executive directors are avalable to meet institutional
shareholders and fund managers, given reasonable notice
The entire board 1s avallable to answer shareholcers’
questions at the annual general meeting
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Independent Auditor’s Report to the Members of

James Halstead plc

We have aucited the financial statements of James
Malstead ple for the year ended 30 June 2011 which
comprise the consolidated income statement, the
consohidated statement of comprehensive income, the
consolidated and parent company balance sheets, the
consobidated statement of changes n eguity. the
consolidated cash flow statement, and the related notes
except for the ten year summary on page 47 The financial
reparting framework that has been applied in the
preparation of the group financial statements 15 applicable
law and International financial Reporting Standards {IFRSs)
as adopted by the Eurapean Unton The financial accounting
frammework that has been applied in the preparation of the
parent company financial statements 15 applicable law and
United Kingdom Accounting Standards (Umited Kingdom
Generally Accepted Accounting Practice}

This report 15 made solely to the company's members, as a
body 1in accordance with chapter 3 of part 16 of the
Companies Act 2006 Our audit work has been undertaken
so that we might state to the company's members those
matters we are required to state to them in an auditor's
report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility
to anyone other than the company and the companys
members as a body. for our audit work for this report, or for
the opiniens we have formed

Respective responsibilities of directors
and auditor

As explained more fully i the directors’ responsibilities
statement, the directors are responsible for the preparation
of the financial statements and for being satisfied that they
gve a true and fair view Our responsibility Is to audit and
express an opmion on the fiancial statements in
accordance with applicable law and International Standards
on Auditing (UK and Irefand) Those standards require us to
comply with the Auditing Practices Board's Ethical
Standards for Auditors

Scope of the audit of the financial
statements

An audit involves obtaining evidence about the amounts
and disclosures in the financial statements sufficent to give
reasonable assurance that the financial statements are free
from materal misstatement, whether caused by fraud or
error This includes an assessment of whether the
accounting policies are appropriate to the group's and the
parent company’s crrcumstances and have been
consistently applied and adequately disclosed, the
reasonableness of significant accounting estimates made by
the directors, and the overall presentation of the financial
statements In addition, we read all the financial and non-
financial information i the report and accounts 2017 to
identify matenal inconsistencies with the audited financial
statements |f we become aware of any apparent rmaterial
misstatements or nconsistencies we consider the
implications for our repost

Opinion on financial statements
In our opinmion

L the financial staterments give a true and fair view of
the state of the groups and the parent company's
affairs as at 30 june 2011 and of the group’s profit for
the year then ended,

B the group financial statements have been properly
prepared in accordance with IFRSs as adopted by the
European Union,

u the parent company financial statements have been
properly prepared in accordance with Umited
Kingdom Generally Accepted Accounting Practice, and

L the financial statements have been prepared In
accordance with the requrements of the Companies
Act 2006

Opinion on other matter prescribed
by the Companies Act 2006

Inour opinion  the information given 1n the directors’ report
for the financial year for which the financial statements are
prepared Is consistent with the financial statements

Matters on which we are required to
report by exception

We have nothing to report in respect of the following
matters where the Compames Act 2006 requires us to
report 1o you if, in our opinon

®m  adequate accounting records have not been kept by
the parent company, or returns adequate for our
audit have not been recewved from branches not
visited by us, or

®  the parent company financial siatements are not n
agreement with the accounting records and returns,
or

- certain  disclosures of directors’ remuneration
specified by law are not made, or

u we have not recelved all the nformation and
explanations we require for our audit

Q_F coduf

Mark Sykes {Senior statutory auditor)
for and on behalf of PKF (UK} LLP, Statutery auditor

Manchester, UK
30 Septernber 2011
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Consolidated Income Statement
for the year ended 30 june 2011

Note 2011 2010
£'000 £'000
Revenue 5 213,944 186,424
Cost of sales (127,857} (107.052)
Gross profit 86 087 79,372
Selling and distribution costs (37 846} {34,150)
Admiristration expenses {(9.93%} {8.329)
Operating profit 38,310 35,853
Finance income 9 3304 3,209
Finance cost 9 {3.137) (3311}
Profit before income tax 7 38,477 35,751
Incorne 1ax expense 10 (11.012) £10,072)
Profit for the year attributabte to equity shareholders 26 27,465 25675
Earrungs per ordinary share of 5p*
— basic 12 264p 248p
— diluted 12 263p 248p

All amounts refate to continuing operations
Petalls of dividends paid and proposed are given in note 11

*Comparatives have been restated to reflect the effect of the one for one bonus 1ssue an 14 January 2011
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Consolidated Statement of Comprehensive Income

for the year ended 30 June 2011

Profit for the year

Cther comprehensive iIncome net of tax

Foreign currency translation differences

Actuarial gan/(loss) on the defined benefit pension scheme
Ceferred taxation - change of rate

Fair value movements on hedging instruments

Other comprehensive income for the year net of tax

Total comprehensive income for the year

Attributable to
Equity holders of the company

Note 2011 2010
£'000 £'000

27,465 25,679

27 3219 530
23 2,710 (2,314)
26 71 -
27 (911) -
5.089 (1.784)

32554 23,895

32,554 23,895

ftems i the statement above are disclosed net of tax The income tax relating to each component of other comprehensive income

15 disclosed n note 10
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James Halstead plc

Consolidated Balance Sheet

as at 30 june 2011

Non-cusrent assets

Property, plant and equipment
Intangible assets

Peferred tax assets

Current assets

inventories

Trade and other recevables
Denvative financial mstruments
Cash and cash equivalents

Current habiities

Trade and cther payables
Denvative financial instruments
Current income tax llabidies

Net current assets

Non-current Liabilities
Retirement benefit obligations
Deferred tax Liabihities
Borrowings

Other payables

Net Assets

Equity
Equity share capitat
Equity share capital (B shares)

Share prervuum account
Retained earnings
Other reserves

Total equity attnbutable to sharehotders of the parent

The financial statements were approved and authorised for issue by the board and

M Halstead M H’{/{,
Director

Registration Number 140269

G R Olver
Director

Note

14
15
16

17
18
19
20

21

23
16
22
z1

24
24

25
26
27

2011 2010
£°000 £'000
33,631 26,120
3,232 3232
591 7.837
42774 37,185
48,862 35,926
32,118 28,561
8 1,230
34,031 33,364
115030 99,081
50,722 45706
1824 188
5,655 4806
58,201 50,700
56 829 48381
12,338 17,170
921 592
200 200
493 366
13952 18,728
85,651 66,842
5200 2,594
160 160
5,360 2,754
1,084 3031
65,839 49 997
13368 11,060
85,651 66,842

signed on its behalf on 30 Septermber 2011
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Consolidated Statement of Changes in Equity

for the year ended 30 june 2011

Capital Currency
Share Share Retained redemption Hedgng translation Total
capitat  premium earnings reserve reserve reserve equity

£'000 £'000 £'000 £'000 £°000 £'000 £'000
Balance at 1 July 2009 2.734 1,738 47,289 6,279 710 3,541 62,291
Changes In equity
orofit for the year - - 25679 - - - 25679
Fareign currency translation
uifferences - - - - - 530 530
Actuarial loss on the pension scheme - - (2,314) - - - (2,314)
Fair value mavements on
hedging instruments -
Total comprehensive income for
the year - - 23,365 - - 530 23,855
Share based payments - - 17 - - - 17
Dividends - - (20,674) - - - (20,674)
issue of share capital 20 1293 - - - - 1,313
alance at 30 june 2010 2,754 3,031 49,997 6,279 710 4071 66,842
Changes In equity
Profit for the year - - 27,465 - - - 27,465
loreign currency translatior
arfferences - - - - - 3213 3219
Actuanial gain on the pensior schemne - - 2,710 - - - 2,710
air value moverents on
hedgng mstruments - - - - {911} - (911)
Deferred taxation — change of rate - - 71 - - - 71
Total comprehensive Income for
the year - - 30246 - {911) 3219 32,554
Share based payments - - 7 - - - 7
Ondends - - (14,411 - - (14411}
Issue of share capital 2,606 (1,947) - - - - 659

Balance at 30 june 2011 5360 1,084 65839 6,279 {201) 7,290 85,651




20

Consolidated Cash Flow Statement

for the year ended 30 june 2011

Cash inflow from operations
interest received

Irterast paid

Taxation paid

Cash inflow from operating activities

Purchase of property, plant and equipment
Praceeds from disposal of property, plant and equipment

Cash outflow from investing activities

Equity dwvidends paid
Shares 1ssued

Cash outflow from financing activities

Net increase 10 cash and cash equivalents
Effect of exchange differences

Cash and cash equewvalents at start of year

Cash and cash equ valents at end of year

Note 20N 2010
£'000 £000

28 32,944 36472
238 537
{107} {117
{9,734} {8,038)

23 345 28,860
{9,696) (4014

252 289
(9,444) (3725}
{14,417} (20,674}

659 1313
(13.752) (19,361)

145 5774

522 29

33364 27.56"

20 34031 33,364
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Notes to the Group Accounts

1 Ceneral information

James Halstead ple {“the company” or “the parent company”) Is a limited Liability company, incorporated and domiciled in the
United Kingdom The address of its registered office is Beechfield, Hollinhurst Road, Radcliffe, Manchester M26 1JN The accounts
of the company are presented on pages 48 to 57

The group financial statements presented by the company on pages 16 to 46 consolidate the accounts of the company and its
subsidiaries {together referred to as ' the group”) The group financial statements are presented in pounds sterling

2. Accounting policies

Basis of preparation

The group financial statements have been prapared on the historical cost bas s as modified by the revaluation of financ al assets
and financial Liabibties (including denvative instruments) at fair value through the profit and loss account, in accordance with
International Financial Reporting Standards {"IFRSs™) as adopted by the European Union and the applicable provisions of the
Companies Act 2006

Basis of consolidation

The group financial statements consolidate the accounts of the parent company and all its subsidianes, drawn up to 30 june each
year Subsidiaries are entities controlled by the group Control exists when the company has the power, directly or indirectly, to
govern the financial and operating policies of an enfity so as to obtan benefit from s activities This 15 normally achieved by a
majonty shareholding At 30 june 2011, the company, directly or through an intermediate subsidiary owned 100% of the share
capital of all of its substdianies The results of subsidiaries acquired are consolidated from the date on which control passes to the
group The results of disposed subsidianies are consclidated up to the date on which control passes from the group

All ingra-group transactions and balances and any unrealised profit ansing therefrom are elminated on consolidation

Changes in accounting policies

In the cureent finanoial year, as required by UITF Abstract 48, the group has replaced the Retaul Prices index with the Consumer
Prices index as the inflation measure used in the calculation of retirement benefit scheme liabitities

Recent accounting developments

The financial statements are prepared in accordance with International Financial Reporting Standards and interpretations in force
at the reporting date The group has not adopted any standards or interpretations in advance of the required implernentation dates
it 15 not expected that the adoption of standards or interpretations which have been issued by the International Accounting
Standards Board but have not been adopted will have a matenial impact on the financial staternents

Segment reporting

Operating segments are those segrments far which results are reviewed by the group’s chief operating decision maker ("CODM")
to assess performance and make decsions about resources to be allocated The CODM 15 the group board which meets regularly
throughout the year to discuss the performance and results of the group as a whole The business of the group 1s focussed almost
entirely on the manufacture and distrsbution of flooring products The group operates through separate legal entities in certain areas
of the world and 1n order to provide nformation in a structured manner to readers of the accounts who are unfamiliar with the
mternal management reporting of the group these operations are discussed by the chief executive in his report However, having
carefully considered the criteria in IFRS 8, the directors have concluded that the results of these operations are one segment This
15 consistent with the core prnciple of IFRS 8, which is to disclose information to enable users of the financial statements to
evaluate the nature and financial effects of the business activities in which the group engages and the economic activities in which
it operates
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Notes to the Group Accounts

continued

2. Accounting policies (continued)

Foreign currencies

Functional and presentation currency — the group's consolidated financial statements are presented in pounds sterling, the
functional currency of the parent company, being the currency of the pnmary economic environment 1 which the parent company
operates

Transactions and balances ~ transactions 1n foreign currencies are recorded at the rate ruling at the date of the transaction
Monetary assets and liabilities denominated in foreign currencies are reported at the rates of exchange prevailing at the balance
sheet date Exchange differences on retranslating monetary assets and habilities are recognised in the income statement except
where they relate to qualifying cash flow hedges, in which case the exchange differences are deferred in equity

Forergn substdianes — the results of foreign subsidiaries (none of which has the currency of a hyperinflationary economy), that have
a functional currency different from the group’s presentation currency, are translated at the average rates of exchange for the year

Assets and liabilities of forergn subsidiaries, that have a functional currency different from the group’s presentation currency, are
translated at the exchange rates prevailing at the balance sheet date Exchange differences ansing from the translation of the results
of foreign subsidianies and their opening net assets are recognised as a separate component of equity

When a foreign subsidiary 15 sold the cumulauve exchange differences relating 1o the retranslation of the net investment In that
foreign subsidiary are recognised in the income statement as part of the gain or loss on disposal This applies only to exchange
differences recorded in equity after 1 july 2006 Exchange differences anising prior to 1 july 2006 remain in equity on disposal as
permitted by IFRS 1

Intangible assets

Goodwill - goodwill ans.ng on the acquisition of a subsidiary undertaking s the excess of the aggregate of the farr value of the
consideration transferred, the fair valua of any previously held interests, and the recogrused value of the non-controfling interest
the acquiree over the net of the acquisition date amounts of the ident:fiable assets acquired and Liabilities assumed Goodwall 1s
reviewed for impairment at least annually and when there are indications that the carrying amount may not be recoverable For
the purpose of iImpairment review, goodwill s allocated to the relevant cash generating unit (CGU) within the group An impairment
loss 15 recognised if the cammying value of the goodwill or its CGU exceeds its recoverable amaunt Any impairment 10ss 1s recognised
immediately in the income statement and 1s not subsequently reversed On disposal of a subsidiary, the attnbutable amount of
goodwill 1s Included n the calculation of the profit or loss on disposal Geodwill ansing on acquisitions before the date of transition
to IFRS has been retained at the UX GAAP value as at that date having been reviewed for impairment at that date and subsequently
at least annually

Other intangible assets — other intangible assets that are acquired by the group are stated at cost less accumulated amortisation
Amortisation ts charged to the income statement on a straight ne basis in order to allocate the cost over the estimated useful life
The residual values and useful lives of the assets are reviewed at each group balance sheet date for continued appropnateness and
impairment and adjusted if necessary
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2. Accounting policies (continued)

Taxation

income tax on the profit for the year comprises current and deferred tax Income tax 1s recognised in the mcome statement except
to the extent that « relates to items recogmised directly in equity

Current tax assets and liabilities are measured at the amount expected $o be recovered from or paid to taxation authonties based
on tax rates and laws that are enacted at the balance sheet date Deferred income tax is provided in full, using the tiability method,
on temporary differences ansing between the tax bases of assets and habiliies and their corresponding book values a3 recorded in
the group’s financial statements with the following exceptions

B where the temporary difference anises from the initial recognition of goodwill or of an asset or hablity in a transaction that
s not a business combination that at the time of the transaction affects nerther accounting nor taxable profit or loss,

®  deferred mcome tax assets are recogmsed only to the extent that it 15 probable that taxable profit will be available against
which the deductible temporary differences can be utilised,

n deferred income tax 1s not provided on unremitted earnings of foreign subsidiaries where there s no commitment 1o rennt
the earnings

Deferred income tax assets and liabilities are not discounted and are based on tax rates and laws that are enacted at the balance
sheet date

Share-based payments

The group grants share options to certain of its employees An expense (n relation to such options based on therr fair value at the
date of grant s recognised over the vesting perod The group uses the Black Scholes model for the purpose of computing farr value

Inventories

laventories are measured at the lower of cost and ret realisable value on a weighted average cost basis Cost includes expendsture
Incurred i acquinng the inventories and bringing them to their existing location and condition In the case of finished and partly
finished goods, cost represents the cost of raw matenals, direct labour, ather direct costs and related production overheads on bases
consistently applied from year to year in all cases provision 1s made for obsolete, slow-maving or defective items where appropriate
and for unrealised profits

Trade and other recevables

Trade and other recervables are non-interest bearing and are stated at their nominal amount less provisions made for estimated
irrecoverable amounts Estimated wrecoverable amounts are based on historical experience together with speafic amounts that are
not expected to be collectible Individual amounts are weitten off when management deems them not to be collectible

Cash and cash equivalents

Cash and cash equivatents include cash in hand, deposits held at call with banks, shart-term {with an onginal maturity of three
manths or less} deposits and bank overdrafts Bank overdrafts are disclosed as current lizbilities except where the group participates
In offset arrangements with certain banks whereby cash and overdraft amounts are offset against each other

Pension scheme arrangements

The group operates several defined contnibution pension schemes and a defined benefit pensian scheme for certain of its United
Kingdom domuciled employees

4 defined contribution scherme 1s a scheme in which the group pays contributions into publicly or prvately admumstered schemes
on a voluntary, statutory or contractual basis The group has no further payment obligations once the contributions have been
made The amount charged to the Income statement 1s the contnbution payable in tne year Differences between contributions
payable in the year and contributions actually paid are shown as recewables or payables in the balance sheet
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Notes to the Group Accounts

continued

2. Accounting policies (continued)

Pension scheme arrangements (continued)

A defined benefit scheme 15 a scherne in which the amount of pension benefit that an employee will receive on retirement 15
defines For the defined benefit scheme, pension costs and the costs of providing other post “etirement benefits are charged to the
incorne staterment in accordance with the advice of qualified independent actuanes Past service costs are recogrused immediately
in the income statement unless the changes are dependent on the employees remaining in service for a particular period in which
¢ase the Costs are recognised on a stra ght Une basis over that period Tre retirement benefit obligations recogmised on the balance
sheet represent the cifference between the fair value of the scheme's assets and the present value of the scheme’s defined benefit
obligations measured at the balance sheet date The defined benefit obligation 1s calculated annual y by independent actuartes using
the projected unit method

Ongoing actuanal gains and losses are recognised n the period in which they anise in the staterment of recogrised income and
expense

Property, plant and equipment

Property, plant and equipment 15 recorded at cost less subsequent depreciation aad impairment except for fand which s shown at
cost less any imparrment Cost includes expendriture that is directly attnbutab.e to the acquisition of the asset The group has taken
advantage of the exernption under IFRS 1 not to restate property previously revatued under U< GAAP and to treat these earber
revatuations as deemed cost Dep-eciation 15 calculated on the depreciable amount (being cost less the estimated residual value)
on a straight line basis over the estimated useful lives of the assets as fol ows

Freehold build ngs 40 to 50 years

Long and short leasehold property over penod of lease
Plant and rmachinery 2 Lo 20 years

Fixtures and fittings 3 to 10 years

Motor vehic’es 2 to 5 years

Resicual vaiues and useful lives are reviewed at each group balance sheet date for continued appropriaterass ang indications of

inpairment and adjusted «f appropnate

Trade and other payables

Trade and other payables are non-interest bearing and are stated at their nominal value

Revenue recognition

Revenue comprises the amounts received or receivable i respect of the sale of goods and services prowided n the normal course
of business, net of trade discounts, rebates VAT and other sales related taxes

Revenue s recognised when the significant nisks and rewards of ownership Fave been transferred to the buyer

Research and development

Fxpenditure on sesearch acuvities, underisken with the prospect of gaming new scentific or technical knowledge and
understanding, 15 recogrised n the income staterent as an expense as incurrad

Pevelopment expenditure not meeting all the cniteria for caprtalisation contained in IAS 38 — Intangible Assets, is recognised i the
Income statement as an expense as incurred

Dividends
intentm dividends are recogn sed when they are paid Final dwadends are recognised when they are approved by the shareholders

Leases

Leases In which & significant partion of the risks and rewards of ownership are retained by the lessor are accounted for as operating
leases Payments made under such leases are charged to the income statemert on a strarght hine basis over the period of the lease
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2 Accounting policies (continued)

Derivative financial instruments and hedging

The group uses denvative financiat instruments to hedge 1ts exposure to foreign currency transactional risk 1n accordance with 1ts
treasury policy the group does not hold or 1ssue denvative financial instrurments for trading purposes

Derwvative financial instruments are recorded at fair value on the date the denvative contract 15 entered into and are subsequently
rameasured at fair value at each group balance sheet date

The methad by which any gain or loss ansing from remeasurement 15 recognised depends on whether the instrument s designated
as a hedging instrurent and f so, the nature of the item being hedged The group recogrises an instrument as a hedging
instrument by documenting at the inception of the transaction the relationship between the instrument and the hedgec items and
the objectives and strategy for undertaking the hedging transaction To be designated as a hedging instrument, an instrument must
also be assessed, at inception and on an ongaing basis, to be highly effective in offsetting changes in cash flows of hedged items

For denivatives not used in hedging transactions, the gain or loss on remeasurement of far value 15 recogrised immediately in the
Income statement

Where a denvative financial instrument 1s designated as a hedge of the variability in cash flows of a recognised asset or bability, or
of a highly probable forecast future transaction, the gain or loss on remeasurement which relates to the portion of the hedge which
is deemned effective 15 recogrised directly in equity, with the balance of the gain or loss, relating to the ineffective portion, being
recognised Immediately in the income statement

Amounts accumulated in equity are recycled in the income staterrent in the periods when the hedged itern affects profit or joss
The fair value of forward foreign exchange contracts 1s determined using forward exchange market rates at the balance sheet date

3. Financial nsk management

Financial nsk and treasury policies

The group's artivities expose 1t to a number of financial risks as detalled below These risks are managed with the objective of
Imiting adverse effects, from the group s head office in accordance with policies determined by and decistons made by the group
board

There have been no changes n financial rnisks from the previcus year

Market risks

Market risk 15 the risk that changes m market prices, such as currency exchange rates and interest rates will affect the group's resJlts
The objective of market nsk managament is to control it within suitable parameters

(a) Foreign exchange risk

The group operates internationally and 15 exposed to foreign currency nsk on sales and purchases that are dencrrinated in g
currency other than sterlng There are a range of currencies giving nise to this nisk, but most significant 15 the Euro To rmutigate risks
associated with future exchange rate fluciuations, the group’s policy 1s to use forward exchange contracts to hedge its known and
certain forecast transaction exposures based on histoncat experience and projectsons The group hedges at least 25% but rarely
more than 100% of the next twelve months' anticipated exposure

(b) Interest rate nisk

The group does not use denvative financial instruments to mitigate its exposure to interest rate risk The main element of interest
rate nisk concerns sterting deposits which are made on floating market based rates and short-term overdrafts in foreign currencies
which are alsa on floating rates
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Notes to the Group Accounts

continued

3. Finanaial nsk management (continued)
Credit nsk

Credit nsk 1s the nsk of financial loss to the group o a customer or counterparty to a financial instrument fails to meet 1ts
contractual obligations and anses principally from the group s trade recenvables from customers and monies on deposit with
financial institutions

With regard to trade receivables, the group s not subject to significant concentration of credit risk Exposure 15 spread across a large
number of comparues and the underlying local economic and sovereign risks vary across the world Trace recevable exposures are
managed locally in the individual operating urats where they anse and credit liemits are set as deemed appropriate Where
practicable and deemed necessary the group endeavours to minirmise credht risks by the use of trade finance instruments such as
letters of credit and insurance

The group controls credit risk in relation to counterparties to other financial instruments by dealing oniy with highly rated financial
institutions

The group's maximum credit exposure on financial assets 1s represented by their book value

Liquidity risk

Liquidity nsk 1s the risk that the group will niot be able to meet its financial abligations as they fali due The group's approach to
managing bqurdity 15 to ensure, as far as possible, that it will always have sufficient hquidity to meet its babibities when due

Capital risk

The group's objectives in managing capitat are to safeguard the ability of all entines within the group to continue as going concerns,
whilst maxumising the overail return to shareholders over time The capital structure of the group consists of equity attributable
to equity holders of the parent cormpany less cash and cash equivalents

The group will only usually take on borrowings where those borrowings would be financed by the cash expected to be generated
by the retated investment opportunity and where the borrowing would not significantly increase the group’s exposure to nsk

At the year end the group had preference shares class:fied as debt of £200,000 and no other debt

4. Critical accounting estimates and judgements

The preparation of financial staterments in conformity with generally accepted accounting principles requires the use of certan
estimates and associated assumptions that affect the application of policies, the reported amounts of assets and labilities at the
date of the financial statements and the reported amounts of revenues and expenses dunng the reporting penod Althaugh these
estimates are based on management’s best assessments of amounts, events or actions, actual results may ultimately differ from
those estimates The estimates anc underlying assumptions are reviewed on a regular and ongoing basis

The estimates and Judgemnents that have had the most significant effect on the amounts included in these consolidated financial
statements are as follows
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4  Cnitical accounting estimates and judgements (continued)
Allowance for doubtful debts

Provision 15 rmade aganst accounts that in the estimation of managernent may be impaired Within each of the operating unts,
assessmient Is made locally of the recoverability of trade recewvables based on a range of factors including the age of the receivable
and the creditworthiness of the customer Determining the recoverability of an account involves estimation as to the tkely financeal
condition of the customer and their ability to subsequeritly make payment If the group 15 cautious as to the financial conditien of
the customer the group may provide for accounts that are subseguently recovered Similarly, if the group 1s optimistic as to the
financial condition of the customer the group may not provide for an account that 15 subsequently determined to be irrecoverable
In recent years the group has not experienced significant vanation in the amount charged to the income statemnent (n respect of
coubtful accounts when compared to sales

Inventories

For financial reporting purposes the group evaluates its iaventory to ensure 1t 1s carmed at the lower oi cost or net realisable value
Provision 1s made against slow moving, obsolete and damaged inventones Damaged mventones are identified and written down
through the inventory counting procedures conducted within each business Provision for slow moving and cbsolete inventories 1s
assessed by each business as part of their ongong financ:al reporting Obsolescence 1s assessed based on comparison of the fevel
of inventory holding to the projected likely future sales Future sales are assessed based on historical expenence, and adjusted where
the market conditions are known to have changed To the extent that future events impact the saleability of nventory these
provisions could vary significantly For exarnple, changes in specifications or regulations may render inventory, previcusly ¢onsidered
to have a realisable value In excess of cost obsolete and require such wventory to be fully written off

Income taxes

In determining the group’s provisions for incorme tax and deferred tax 1t 15 necessary to consider transactions in a smail number of
key tax junsdictions for which the ultimate tax determination is uncertain To the extent that the final outcome differs from the
tax that has been prowided, adjustments will be made to income tax and deferred tax provisions held m the penod the
determination 1s made

Retirement benefit obligations

The hability recogmsed in raspect of retirernent benefit obligations 15 dependent on a number of estimates including those relaung
10 mortabity, inflation, salary Increases, and the rate at which liabilities are discounted Any change in these assumptiens would
simpact the retirement benefit obligations recogrised Further details on these estimates are provided in note 23

Goodwill

Each year the group carries out impairment tests of its goodwill balances This requ res estimates to be made of the value in use
of the relevant cash generating uruts (CGUs) These value in use calculations are dependent on estimates of the future cash flows
and long-term growth rates of the relevant CGUs

Fair value of intangible assets acquired in a business combination
On the acquisition of a business It 1s recessary to attnbute fair values to any intangible assets acquired (provided they mee: the
criteria to be recognised)

The far values of these intangible assets are dependent on estimates of attributable future revenues, margins and cash flows

Share-based payments

The group measures the cost of equity-settled transactions with employees by reference to the far value of the instruments on
the date on which they are granted Estimaung fair value requires determining the most appropnate valuation model and making
assumptions regarding the inputs to 1t, including the expected life of the instrument, volatility and dividend yield
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Notes to the Group Accounts

continued

5  Segmental information

Operating segmenis are those segments for which results are reviewed by the group’s chief operating decision maker {"CODM')
to assess performance and make decisions about resources to be allocated The CODM 15 the group board which meets regularly
throughout the year to discuss the perforrmance and results of the group as a whole The business of the group s focussed almost
entirely on the manufacture and distnbution of Aooring products The directors consider that under the defimitions contained
within 1FRS 8 there 15, therefore, only one reportable segment, which 1s the group as a whole This 1s consistent with the core
principle of IFRS 8, which 15 to disclose information to enable users of the financal statements to evaluate the nature and financial
effects of the business activities in which the group engages and the economic actmties in which 1t operates Therefore the majornty
of the disclosures required under IFRS 8 have already been given in these finanaal statements

Segment assets include property, plant and equipment, intangbles, inventor es, receivables and denvative financial Instruments
Cash and taxation are not included Entity wide disclosures in respect of revenues from external customers, total segment assets
and non-current assets are provided below

2011 2011

Total

Revenue assets

£'000 £'000

United Kingdom 72,631 62 048
Europe and Scandinavia 86,493 37.298
Australasia and Asia 39,538 18516
Rest of the World 15,282 -
Total operations 213944 117 862
Deferred tax assets 5917
Cash and cash equivalents 34,031
Total 157,804
2010 2010

Total

Revenue assets

£°000 £'000

United Kingdom 70,693 50016
Europe and Scandinavia 70,820 31,223
Australasia and Asia 33,487 13,830
Rest of the Worid 11,318 -
Total operations 186 424 95,069
Deferred tax assets 7,837
Cash and cash equivalen:s 33364
Total 136,270

Revenue from external customers is by location of customer Assets are by location of asset
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6  Employee profit share

Profit for the year s after charging the cost of the fames Halstead plc share ownership plan Since 1980 the group has operated an
employee share scherne, approved under the Finance Act 1978 In December 2001 the shareholders approved a new share
ownership plan in line with the requirements of legislative changes The aim of this scheme s to enable employees to build up a
personal shareholding in James Halstead plc and to participate 1n 1ts continued expansion and success as shareholders as well as
employees As members of the scheme, the executive directors, with the exception of Mr E Lotz, of the parent company each

received shares to the value of £3000

Under the sules of the schermes up to 5% of profit before taxation of the subsidiaries 1s paid out In profit share In the case of
UK employees this is paid to the trustees of the scheme who then acquire shares in the group These shares are appropriated

uncenditionally to eligible employees by reference to therr earnings and length of senvice

20M
5p ordinary shares held by the trustees as at 30 June on behalf of the employees 921,817
As a percentage of shares in 1ssue 0 89%
7. Profit before income tax
Profit before tax s stated after charging the following

20M

£'000
Depreciation of property, plant and equipment {see note 14) 3,283
Hire of plant and machinery 55
Operating lease rentals - land and bulldings 1,132
Operating lease rentals — other 952
Research and development 1,477
Gain on disposal of property, plant and equipment (52)
Fees payable o the group's audtor for the audit of the parent company and
consolidated financral statements 33
Fees payable to the group's auditor and its associates for other services
the audit of the group’s subsidiaries pursuant to legislation 156
taxation services 69

other services 50

2010

470,260
091%

2010
£°000

3,528
59
1,056
940
1,594
(79)

30
123

45
10
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Notes to the Group Accounts

continued

8. Staff costs and numbers

20M 2010
£'000 £'000
Staff costs comprised
Wages and salanes 27,517 26,391
Social secunty costs 30m 2,994
Pension costs — defined benefit scheme 642 460
- defineg contribution schemes 426 394
31656 30.239
The average monthly number of employees during the year was
201 2010
Number Number
Manufactuning, sethng and distnbution €93 661
Administration 118 125
811 786
9. Finance income/(cost)
2011 2010
£000 £'000
Interest receivable and similar Income
On bank deposits 233 316
Other 6 197
239 513
Expected return on pension schemne assets 3,065 2,696
Finance income 3,304 3,209
Preference share dwidend g {1
Interest on short-term borrowing and other financing costs {94} {98}
Interest on pension scheme Liabilizes (3.032) (3.202)
Finance cost (3137 (3.311)

Net finance income/{cost) 167 (102)
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10 Income tax expense

Current tax
Current tax — curreni year

Current tax — adjustments in respect of prior years

Deferred tax

Deferred tax — current year
Deferred tax — adjustments i respect of prior years

Total taxation

2011 2010
£'000 £'000
11,397 10379
(990) (254)
10,407 10,125
217 {159)
388 106
605 (53)
11,012 10,072

The effective rate for the year to 30 June 20171 is higher (2010 higher) than the standard rate of corporation tax in the UK The

differences are explained below

Profit before tax

Profit before tax multipled by the standard rate of corporation tax in
the UK of 27 5% (2010 28%)

Effects of

Adustments to tax m respect of prior penieds
Adistments n respect of tax rates

Permanent differences

Remeasurement of deferred tax due to change in UK tax rate

Totat taxation

2011 2010
£'000 £000
38,477 35,751
10,581 10,010
(602) (148)
683 344
199 (134)
151 -
11,012 10,072

In addition to the amounts debited and credited to the consolidated income statement £1417,000 has been debited
(2010 £900,000 credited} directly to reserves in respect of the actuarial gan {2010 loss) on the pension scheme
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Notes to the Group Accounts

continued

11. Dividends

2011 2010
£'000 £000
Equity dividends
interim dresdend for current year of 4 5p (2010 4 0p) 4,680 4,148
Special dividend for previcus year - 7,774
Final dividend for previous year of 9375p (2010 8 5p} 8,731 8,752
Amounts recogrised as distnbutions 1o equity holders 1 the year "4,411 20,674

Comparatives nave been restated to reflect the effects of the one for one bonus issue on 14 January 2011

A final drvidend of 9 8p per share amounting to a total of £70,213,472 for the year ended 30 June 20711 will be proposed at the
Annualt Gereral Meeting This dividend s not -eflected in thase financial statements as 1t 1s not approved at the balance sheet date

12. Earnings per share

2011 2010

Pence Pence

per share per share

- Basic 26,4 248
Biluted 263 248

Basic earmings per share 15 calculated by dviding the orofit for the year attnbutable to equity shareholders of £27,46500C
(2010 £25,679 000} by 103,856,972 {201G 103,391 436) shares, being the weighted average number of shares in 1ssue throughout
the year

Diluted eamning per share 15 calculated by dviding the profit for the year atir butable to equity shareholders of £27,465,000
(2010 £25,679,000) by 104,347,570 (2010 103,606,570} shares, being the weighted average number of shares in issue throughout
the year, adjusted for the effect of all potentially dilutve shares All potentiaily dilutive shares relate to outstanding share options

Comparatives have been restated to reflect the effects of the one for one bonus issue on 14 [anuary 2011

13 Profit of parent company

The consclidated profit attributable to the shareholders of fames Halstead plc includes a profit, after dividends received, of
£28,303910{2010 £21,72% 244} which has been dealt with in the accounts of that cornpany James Halstead plc, which prepares
its accounts In accordance with UK GAAP, has taken advantage of the legal d spensations contamned in Section 408 of the
Companies Act 2006 allowing 1t not to publish esther a separate profit and loss accourt or & separate staternent of total recognised
gains and losses The aggregate amount of directors’ emoluments excluding pension contributions was £1,034,139 of which the
highest paid directer s emoluments were £365,586
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14 Property, plant and equipment

Cost

At 1 July 2009
Additions

2ispasals

Exchange differences

At 30 June 2010
Additions
Disposals

Exchange differences
At 30 June 2011

Depreciation

At T July 2009
Charge for the year
Disposals

Exchange differences

At 30 june 2010
Charge for the year
Disposals

Exchange differences

At 30 june 2011

Net book value
At 1 july 2009

At 30 june 2010
At 30 June 20M

inclded in freehold land and buildings is land with a cost of £4,620,000 (2010 £4,270,000) wiich (s not depreciated

Freehold
land and Plant and
buildings equipment Total
£'000 £'000 £'000
21,769 48619 70,388
- 4014 4,014
- {901} {go1)
(368) 237 {131)
21,40% 515€9 73,370
4212 5,692 9,504
(447) (528) {1,375)
542 561 1,503
26108 57 254 83,402
3827 40,470 44297
£87 2,841 3,528
- {6891} (6971)
(42) 158 116
4472 42,778 47,250
608 2675 3283
(447) (728} (1,175)
101 312 413
4,734 45037 49,771
17,942 8,149 26,091
16,929 9,191 26,120
21,374 12,257 33631
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Notes to the Group Accounts

continued

15. Intangble assets

Intangeble assets consist entrrely of goodwll There were no additions to goadwill in the year Animpairment review was undertaken
as at 30 fune 2011 using cash flow projections, based on current levels of profitability and assumed growth of 0%-5% and a
discount rate of 6% The result of the review indicated that no smpairment 1s necessary

16. Deferred tax assets and liabilities

Pension Accelerated Other

scheme tax Property timing
defiot  depreciation revaluation differences Total
£'000 £'000 £'000 £'000 £'000
At 1 July 2009 4,369 {426} (992) 2,829 5780
(Charged)/credited to Income statement (461} 224 - 290 53
Credsted to equity 900 - - - 900
Exchange differences - - - 12 112
At 30 june 2010 4,308 (202) (992) 3,231 6,845
{Charged)/credited to iIncome statement {183} 39 - {461) {605)
(Charged)/credited 1o equity (1.417) - 71 - (1,346)
Exchange differences - - - 56 96
At 30 June 2011 3,208 (163) (921) 2,866 4990

Deferred tax assets and liabilities are offset where there 1s a legally enforceable nght to offset current tax assets against current tax
liabilities and the deferred income taxes relate to the same tax authority The balances after allowing for such offsets are as follows

Asset Liability Total

£'000 £'000 £'000

AL 1 fuly 2009 6772 (992) 5,780

At 30 June 2010 7837 (992) 6845

At 30 June 2011 3911 (927%) 4955
All deferred tax assets and babiities are analysed as non-current

17 Inventories

2011 2010

£'000 £'000

Raw materials 3,115 1470

Consumabie stores 463 379

Work i progress 847 523

Finishad goods 44,437 33554

48 862 355826

An amount of £112,000 has been credited {2010 £424,000 credited) 1n the year in respect of inventory wnte-downs
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18. Trade and other receivables

2011 2010

£'000 £'000

Trade recevables 29,631 26,318
Other recevables 725 1,046
Prepayments and accrued income 1,763 1,197
32,119 28,561

All amounts within trade and other receivables are due within one year The fair value of amounts included trade and other
receivables approximates to book value The maximum exposure to credit nisk at the reporting date 15 the far value of each class
of receivable The group does not hold any collateral as secunty

The group's trade recevables are stated after a prowision for impairment of £3,079,000 {2010 £2 645,000) Cther balances within
trade and other recewvables do not contain impaired assets The prowision for imparment against trade receivables 1s based on
speaific nisk assessments taking Into account past default experience and 1s analysed as follows

2011 2010
£'000 £'000
At 1 july 2,645 2,668
Exchange movements 37 24
Charged/(credited) to income staterment {selling and distnbution expenses) 397 (47)
3,079 2,645

As at 30 June 2011, trade recervables of £6,390,000 {2010 £6,641,000} were past due but not imparred These relate tc a number
of independent customers for whom there ss no recent history of default. The ageing analysis of these trade receivables is as follows

2011 2010

£'000 £'000
Up to three months 6,118 6,629
Over three months 272 12
Total 6,390 6,641
The maximurm: exposure to credit risk for trade and other receivables by currency was

2011 2010

£'000 £°000
Steriing 7850 9,674
Eurg 11,787 8,356
Austratian Dollars 4,247 3777
New Zealand Dollars 882 881
“Norwegian Krone 906 974
Us Doitars 1922 1636
Hong Kong Dollars 874 630
Other currencies 1,888 1,436

Total 30,356 27,364
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continued

19. Derivative financial instruments

The group is exposed 1o foreign currency risk on sales and purchases that are dengminated in a currency other than the functional
currency of the entity concerned The currencies giving nise to this risk are varous, but the most significant are US Doliar and Eure
Forward exchange contracts are used to manage this expasure to fluctuations in fareign exchange rates

The group hedges, using forward exchange contracts, transactions denominated in a foreign currency which are not matched
against other transactions in the same currency within the group Most of the forward exchange contracts have matunties of less
than one year after the balance sheet date The group buys or sells foreign currency at spot where necessary to address any short-
term imbalances

The group classiies its forward exchange contracts hedging forecasted transactions as cash flow hedges and states them at far
value

The farr vatues have been calculated by applying {where relevant), for equivalent matunty profiles the rate at which forward
currency contracts with the same principal amounts could be acquired at the balance sheet date

Changes i the fair value of forward exchange contracts for which no hedge accounting is applied or where the hedge s considered
ineffective are recognised in the income statement

Other than the use of forward exchange contracts as detatied above, the group does not make use of dervative financial
Instruments

20. Cash and cash equivalents

The farr values of cash and cash equivatents approximate to book value due to their short maturities

The currency analysis of cash and cash equivalents 15 as follows

2011 2010

£'000 £'000
Sterling 25,825 30.529
Euro 5,866 3013
Australian Dollars 1555 10213
New Zeatand Dollars 126 162
Norwegian Krone 550 250
US Dollars 657 (1,092)
Other currencies {548) {521}
Total 34,031 33,364

Cash and cash equivatents consist of
Cash at bark and m hand (net of overdrafts) 34031 33364
Short-term deposits - -

34,031 33,364




37

21 Trade and other payables

2011 2010
£'000 £'000
Amounts falling due within one year
Trade payables 31,333 25677
Value added, payroll and otner taxes 2,081 1,924
Othar payables 2,003 2,635
Accruais 15,305 15,470
50,72¢ 45,706
Amounts faling due after more than one year
Cther payables 493 366
The farr value of amounts Included n trade and other payables approxsmiates to book value
22. Borrowings
201 2010
£'000 £'000
Non-current liabilities
Preference shares 200 200

All itemns included within borrowings are denominated in pounds sterling

The cumulative preference shares have ne fixed repayment date They are not histed and therefore no market pnce 1s avallable At
30 June 2011 and 30 June 2010 the fair value of the preference shares was not matenaily different from therr book value
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continued

23. Retirement benefit obligations

Within the UK the group operates a pension scheme of the defined benefit type which was closed 1o new members with effect
from Apnl 2002 The assets of the scherne are held i separate trustee admirsstered funds In adaition seme employees both in the
UK and overseas are provided with retirement benefits through defined contribution arrangements The accurnulated total accrued
pension for the highest paid director 1s £80,079 and the transfer value of these accrued benefits as at 30 June 201115 £086 mullion

Disclosures refating to defined benefits are as foliows

Pnncipal actuanal assumptions at the balance sheet date (expressed as weighted averages)

Discount rate at end of year
Expected return on plan assets at end of year
Future salary increases
Future pension increases
Rate of inflation — RPI
- CPI
Future expected lifetime of current pensioner at age 65
Male born in 1946
Fernale bornin 1946
Future expected lifetime of future pensioner at age 65
Male born in 1966
Fernale bor in 1966

20m

S70%
795%
270%
315%
320%
270%

21 4 years
24 3 years

225 years
252 years

2010

545%
790%
280%
2 80%
290%

n/a

214 years
24 2 years

22 4 years
252 years

The expected return on plan assets is based on market expectations at the beginning of the vear for returns over the entire life of

the benefit obligations

Amounts recognised m the balance sheet
Present value of funded obligations
Fair value of scheme assets

Net liability before deferred taxation
Related deferred tax asset

Net liability after deferred taxation

Amounts recognised in the income statement
Current service cost

Interest on obligations

Expected retum an scheme assets

Gain on settlement

Amounts recognised 1n the staterment of comprehensive income

Actual return less expected return on scherne assets

Changes in assumptions underlying the present value of the scheme liabilities
Gain due to autormatic change to CPI for statutory revaluatton

Deferred tax

2011 2010
£000 £00C
(57.307) {56,181}
44,969 39,011
(12,338) (17.170)
3,208 4808
{9.130) {12 362}
2011 2010
£'000 £'000
(642} (460)
(3.032) (3.202)
3,065 2,696
- 1,464
(609) 298
2011 2010
£'000 £'000
3324 4,183
{38) (7.397)
841 -
4,127 (3.214)
(1417 900
2710 (2314}
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23. Retirement benefit obligations (continued)

201 2010

£'000 £'000
Changes in the present value of the scheme assets
Operung fair value of scheme assets 39,011 35,188
Expected return on scherne assets 3,065 2,696
Actuarial gains 3,324 4,183
Employer contributions 1,314 1,148
Employee contnibutions 328 340
Benefits paid (2,073) {2,309)
Assets disiributed on settlements - {2,235}

44,969 39,011

20N 2010

£'000 £000
Changes in the present value of the scheme obligations
Opering defined benefit ubhgations 56,181 50,790
Service cost 64z 460
interest cost 3,032 3,202
Employee contributions 328 340
Actuarial losses 38 7.397
Benefits paid (2,073) (2,309)
Liabilities extinguished on settlements - {3.699)
Gain due to autormnatic change to CPI for statutory revaluation (841} -

57.307 56,181

Major categores of scherme assets as a percentage of total scheme assets

20Mm 2010
Equities 808% 81 1%
Bonds 122% 110%
Property 27% 28%
Cash 43% 51%
Histery of scherne

20Mm 2010 2009 2008 2007
£'000 £'000 £000 £'000 £'000

Defined benefit obligation (57.307) (56,181) (50,790} {54.333) (53.821)
Fair value of scherne assets 44,969 3901 35,188 41,828 47,350
Net deficit {12 338) {17 170) (15602) (12,505) (6.431)
Expernience adjustments on scheme assets 3,324 4,183 {9.814) (7.382) 3,246
Experience adjustments on scheme liabilities B03 (7.397) 5.867 1,057 2,697

The curnulative amount (net of tax) recogrised In the statement of cornprehensive income since 1 July 2006 15 £2,969,000 loss

{2070 £5,679 000 loss)

Normal company contributions of £1,230,000 are expected to be pard into the scherme during the year ended 30 June 2012
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Notes to the Group Accounts

continued

24. Share capital

Ordinary shares 2011 2010
£'000 £'000

Authorised

200,000,000 {2070 100,000,000) ordinary shares of Sp each 70,000 5,000

25,000,000 B ardinary ceferred shares of 1p each 250 250

Allotted, 1ssued and fully paid

104 002,044 {2010 51,871,434) ordinary shares of 5p each 5200 2,594
16 042,530 B ordinary deferred shares of 1p 160 160

5360 2754
Allotted, 1ssued and fully pad 2011 2010

£'000 £'000
At 1 July 2010 51 871,434 ordinary shares of 5p each 2,594 2574
Bonus 1ssue of 51,941,434 o-dinary shares of 5p each 2,597 -
Other ordinary shares of 5p each ssued 9 20
At 30 June 2017 104,002,044 oidinary shares of 5p each 5,200 2,594
160,042,530 ordinary B shares of 1p each at 1 july 2010 ard 30 June 2011 160 160
Total allotted, 1ssued and fully pad 5,360 2,754

The group also has preference shares in 1ssue as detailed below which are required, under accounting rules, to be disclosed as
financial instrurrents within creastors Full details of these are given i note 8 of the James Halstead ple company accounts on
page 53

Preference shares 2011 2010
£'000 £'000

Authorised

9,265,580 C preference shares of 60p each 5.559 5,558

200,000 5 5% preference shares of £1 each 200 200

Allotted, 1ssued and fully paid
200,000 5 5% preference shares of £1 each 200 200

200 200

Following the passiig of special resolution € at the annual general meeting on 3 December 2010, the authonised ordinary share
capital was increased from £5,000 000 (100 000,000 ordinary shares of 5p each} to £10,000,000 (200 003,000 ordinary shares of
Sp each)

Following the passing af ordinary resolution 7 at the annual general meeting on 3 December 2010, the 1ssued share capital was
inc-eased by a bonus issue of one fully paid ordinary share for each fully paid ordinary share held on the register at 13 Janvary 2011

All share numbers and share prices, including comparatives, throughout the remamder of this note have been adjusted to reflect
the effects of this benus issue
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24 Share capital (continued)
issue of orcinary shares and number of ordinary shares under option

Under the terms of the executive share opiion scheme approved an 3 December 1398, options were exercised on 259,176 shares
duning the year No further options were granted dunng the year Detasls of those options stili outstanding are as follows

Exercise Number Issued/ Number
Date of Date Date of price b/fwd at  Exercised (lapsad)  c/fwd at
Director’s narme grant  exercisable expiry (pence) 010710 N year n year 3006 M

(Note 1) {Note 1) (Note 1)

G Halstead 4May0h 3IMay08 3 May15 128125 60,000 - - 60,000

8 Jan 06 8)an 09 8Jan 18 177 125 40,000 - - 40,000

4 Jul 07 3 Jul 10 37 289425 80,000 - - 86,000

60ct0B  50a 50c 18 210500 30,000 - - 30,000

M Halstead 9 Jan 06 8 Jan 09 8 Jan 16 177125 80,000 (80.000) - -

4 Jul 07 3Jul 10 3 )ul7 289 425 80,000 - - 80,000

30 jan 08 29 Jan 11 29 Jan 18 243085 100,000 - - 100,000

6 Oct 08 50ct 11 50ct 18 210 500 40,000 - - 40,000

G R Oliver 4 jul 07 30 317 289425 80,000 - - 80,000

30 Jan 08 29 Jan 11 29 Jan 18 243085 100,000 - - 100,000

& Oct 08 50c¢t 11 50Cct 18 210 500 40,000 - - 40,000

EK Lotz 4 Jul G7 3jul 10 3 jul 7 289425 16,000 {16,000) - -

6 Oct 08 50ct N 50ct 8 210 500 30,000 - - 30,000

Total — dectors 776,000 (96,000) - 680,000

Exercise Nurmber Issued/ Number

Date of Date Date of price bifwdat  Exercised {lapsed)  cffwd at

Employees grant  exercisable expiry {pence) 010710 In year in year 3006 11
{Note 1) {Note 1) (Note 1)

9Jan06  8Jan09  Bfan16 177125 40,000 - - 40,000

4107 310 317 289425 313000  (163,176) - 149,824

6 Oct 08 S0ct 11 50ct 18 210500 360,000 - - 360,000

Total - employees 713,000 {163,176 - 549,824

Crand totat 1,485,000 {259,178} - 1229824

Note 1 Exercise price and shares under option adjusted for bonus 1ssue on 14 January 2011 of one ordinary share for each ordinary
share held

The market price of the shares at 30 june 20171 was 478 38p (2010 318 75p)

The share price dunng the year ranged from 306 00p to 48500p
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Notes to the Group Accounts

continued

24 Share capital (continued)

Issue of ordinary shares and number of orainary shares under option {continued)
The average share price at the date on which options were exercised in the year was £2 55
At 30 June 201" there were 729,824 {2010 110,000) share options exercisable at a weighted average price of £2 51 (2010 £164)

Aggregate gains on the exercis ng of share opuions by directors n the year amounted to £196,392 (2010 £107,110) of which
£169,900 related to the highest paid director Options were exercised over 68,000 shares in the year to 30 June 2010

A summary of movernents in numbers of share options 15 as {oliows

Average

Number of exercise

options price (£)

At 1 July 2009 2.351,124 214
Exerased in the year (779.124) 169
Lapsed in the year {83,000} 207
At 30 June 2010 1,489,000 238
Exercised in the year (259,176) 255
At 30 June 2011 1,229,824 235

Share based payments

The group's equity settled share based payments comprise the grant of share options to certain employees under the group’s
executive share option scheme Detadls of such options are given above The group has calculated the fair value of the opuons af
the date of grant using the Black Schotes rmodel The fol owing table lists the mputs mto the model for the years ended 30 June

2011 and 30 June 2010

Expected life of option 3 years

[xpected share price volatiity 18%-20%
Expected devidend yield 58%-87%
Risk free interest rate 20%-44%

kxercise prices

128 125p-289 425p

An expense based on the fair value calculsted at the date of grant as detaled above is recognised in the profit and loss account

over the vesting penod of the options

25 Share premium account

2011 2010
£'000 £'000
At 1 july 3,031 1,738
Share options exercised 650 1293
Bonus rssue {2,597) -
At 30 june 1,084 3,031
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26 Retained earnings

At T July

Profit for the year

Share based payrment expense

Actuanal gain/{ioss) (net of deferred tax)
Deferred taxation — change of rate
Equity dvidends paid

At 30 june

27. Other reserves

At 1 July 2009
Fair value adjustments
Exchange rate adjustments

At 30 June 2010
fair value adjustments
Exchange rate adjustments

At 30 June 2011

28. Cash inflow from operations

Operating protit

Jeprec ation

orofit on sale of property, plant and equipment
increase in inventories

increase in trade and other recewvables
ncrease in trade and other payables
Share-based payment expense

Retwrernent benefit obligations

Changes in farr value of financial instruments

2011 2010
£'000 £'000
495997 47,289
27465 25679
7 17
2710 (2.314)
ra -
(14,411} (20,674)
65,839 48,937
Capital Currency
redemption Hedging transiation
reserve reserve reserve Total
£'000 £'000 £'000 £'000
6,279 710 3,541 10,530
- - 530 530
6,279 710 4071 11,060
- (911) - (911)
- - 3,219 3,219
6,279 (201) 7,290 13,368
2011 2010
£'000 £'000
38,310 35853
3,283 3,528
(52) (79)
{10.305) (6,540)
(1,123) {3.634)
3472 9,569
7 17
(672) (2.152)
24 {90}
32944 36472
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Notes to the Group Accounts

continued

29. Commitments

2011 2010
£000 £'000
Capital commitments
Contracted for but not iIncurred — property plant and equ pment 450 2,483

Operating lease commitments
The group leases varicus warehouses and items of plant and equipment under non-cancellable leases over various periods The
future mintmum aggregate lease payments under non-cancellanle operating leases are as follows

20M 2011 2010 2010

tand and tand and
buildings Other buildings Other
£7000 £'000 £'000 £'000
Not later than one year 1077 720 950 642
Later than one year and not later than five years 2741 1634 2,487 750
Later than five years 678 - 940 18
4,496 2,354 4377 1,410

30. Financial instruments

For cash and cash equivalents ana trade and other payables and recevables the far value approximates to thewr book value due to
the short matunty profile of these financial instruments On receivables, allowances are made within the book value for credit risk
The fair value of forward exchange contracts is determined by reference to spot rates adjusted for the forward points to the contract
value date

The bock values and fair values of financial nstruments are set out below

2011 2011 2010 2010
Book value Fair value Book value Fair value
£'000 £'000 £'000 £'000
Current
Trade and other receivables 30,356 30356 27,364 27,364
Forward exchange contracts (see note 19) 18 18 1,230 1230
Cash and cash equivalents 34,031 34,031 33,364 33364
Trade and other payables (48,641) (48,647) (43.782) (43.782)
Forward exchange contracts (ses note 19) {1.824) {1.824) {188) (188)
Total 13,940 13940 17988 17,588
Nen-currrent
Borrowings {200} (200) {200} {200)

Other than forward exchange contracts which are categonsed as denvative mstruments, al financial assets are categonised as loans
and receivables and &'l financiat Uablities are categonsed as financial liabi ies measured at amortised cost
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30 Finanaial instruments {continued)

The following table provides an analysis of financial instruments that are measured subseguent to imtial recogrition at farr value
IFRS 7 requires that these be grouped into tevels 11to 3 based on the degree to which the fair value 15 observable All stemns in the
1able below are categorised as tevel 1 which, as defined by IFRS 7, refers to those items whose faw value measurement 1s denved
from quoted prices {unad)usted) in active markets for identical assets or liabhities

2011 2010

£'000 £'000

Forward exchange contracts at fair value through profit and loss account (166} 75
Forward exchange contracts at far value through hedging reserve {1,640} 967
{1,806} 1,042

Sensitivity analysis

The group's principal exposures In relation to market risks are to changes in the Euro exchange rate aganst sterling and to changes
in LK interest rates The group does not fix the interest rate recevable on its sterling balances, and based on balances held at the
year end, a 1% increase or decrease 11 stering nterest rates would lead o an mcrease or decrease in post-tax garnings of
£187,000 (2010 £220,000) The table below detads the notional mpact of changes m the Euro exchange rate aganst sterding on
the group's post-tax profit and equity The gains and losses arise “ror the translanion of recenvables, payables, cash and forward
exchange contracts which are denominated in currencies otner than each supsid ary s reporting currency

201 2011 20170 2010
Post-tax Post-tax
profits Equity profits Equity
£'000 £'000 £'000 £'000
Euro 5% stronger against sterling 27 (49) 66 (12)
Euro 5% weaker against sterling {24) 44 {60) 11

31. Group companies

The following information s not a complete listing of all group companies as at 30 June 2011, but ncludes only those companies
principa ly affecting the profits or assets of the group

Proportion

Country of owned by

Incorporation and the group

Name of subsidiary operation (%)
*poiyflor Limited England 100
*Riverside Hoornng Limited England 100
ralstead Flooring Internationat Lirmited England 100
*Phoenix Distribution (N W} Limited England 100
~alstead Floorng Concepts Pty Limited Austratia 100
*Polyflor Australia Pty Limited Austratia 100
*tames Halstead Floonng New Zealand Lirmited New Zealand 100
*Objectflor Art und Design Belags GmbH Germany 100
*Karndean Internationat GmbH Germany 100
*Falck Design A8 * Sweden 100

* The activities of these trading subsidiaries are descabed in the chief exacutive’s review on page 2
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Notes to the Group Accounts

continued

32. Exchange rates

The most signficant sterling exchange rates used 1n the accounts under the group’s accounting policies are

20Mm

Average

Euro 117
Austratian dollars 161
New Zealand dotlars 210
Swedish Krona 1665

33. Related parties

20M
Closing

111
150
194
1013

2010
Average

114
180
226
1149

2010
Closing

122
177
218
1164

Transactions between the company and 1ts subsicharies have been eliminated on consolidation and are not disctosed in this note

The group’s contributions to the defined benefit pension schemz are disclosed in note 23 on page 38

Details of other related party transactions for the group are shown in the Directars' Report, Board Report on Remuneration and in

the notes to the financial statements
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Ten Year Summary (Unaudited)

2002 2003 2004 2005 2006 2007 2008 2009 2010 201
UK UK UK UK UK
GAAP  GAAP  GAAP CGAAP  CAAP IFRS IFRS IFRS IFRS IFRS

Revenue 93,033 99,775 104,703 112353 126,024 137252 158,740 168,263 186424 213544
Profit (before exceptional

items) 11275 12211 13699 13,760 17481 23499 29,857 32997 35751 38477
Exceptional items® - - 10,39 - - - - - - -
Profit before mcome tax 11,275 12211 24095 13,760 17481 23499 29,857 32997 35751 38477
Incorne tax (3465) (3.646) (5938) (4.276) (5647) (7657} (9.502) (8146} (10072) {11012)
Profit after income tax 7810 8,565 18157 9484 11,834 15842 20,355 24851 25679 27465

Unless otherwise stated all amounts are in £ thousands

Underlymg/headline

earnings per 5p share™* 72ip B41lp B74p 960p 1190p 1555p 1985p 2415p 2484p Z64dp
Net dividends paid

per ordinary share of 5p*** 328 353p 400p 468p 532p 663p 875p 1088 1250p 1388p
Dividend cover based on

dividends paid and

underlying/headline earnings

per share of 5p 220 238 218 205 224 235 227 222 199 190

* Relates to the sale of Belstaff Internationat Limited plus a number of brands and trademarks in the year ended 30 June 2004

For 2002 to 2006, underlying/headline earmings per share 15 as defined in the nctes to the accounts for the relevant year For
2007 onwards underlying/headline earnings per share and basic earning per share are the same Figures for previous years
have been restated to take account of the two for one share 1ssue in the year ended 30 june 2006 and the one for one share
1ssue In the year ended 30 June 2011

Net dwidends per ordinary share have been restated for previous years on a pad basis in accordance with FRS 21 and to
take account of the two for one share Issue in the year ended 30 June 2006 and the one for one share 1ssue 1n the year
ended 30 June 2011 Speaal dwidends are not iIncluded

The figures for 2005 and 2006, but not fer prior years have been adjusied for the effects of FRS 17 and FRS 25

Figures for years ended 30 June 2002 to 30 June 2006 have not been restated to reflect the impact of IFRS Had this exercise been
undertaken the major changes would have been the re-allocation of settlement and volume discounts to revenue, wath no impact
on profit before income tax and the removal of the amortisation of goodwill
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Company Balance Sheet

as at 30 June 2011

Fixed assets
Tangible fixed assets
Investments

Current assets
Debtors
Cash at bank, in hand and on short-term deposit

Creditors — amounts falling due within one year
Net current assets

Total assets less current Liabilities
Creditors — amounts falling due after more than one year

Capital and reserves
Equity share capital
Equity share capital (B shares)

Called up share capital
Share premium account
Capitat redemption reserve
Profit and loss account

Total shareholders’ funds

Note

12

20m 2010
£000 £'000
5,462 3921

20093 20,093

25 555 24,014
34377 23,905
18,788 17,874
53,165 41779

(11718) {13.350)

41,447 28,429

67,002 52 443

(200) (200)

66,802 52,243
5,200 2,594
160 160
5,360 2754
1084 3037
6,279 6274
54079 40,179

66.802 52,243

The financial statements were approved and authonsed for issue by the board and were signed on its behalf on 30 September 2011

M Halstead
Director M ‘Hdéﬁ‘fﬁi_\

G R Oliver
Director

(O~
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Notes to the Financial Statements of the Company

1 Accounting policies

Basis of preparation

The financial statements for the company have been preparad under the historical cost convention (as modified by the calculations
of the charge for share-based payments which are based on fair value) and in accordance with the Companies Act 2006 The
company continues to prepare #s financial statements in accordance with Lnited Kingdorn Cenerally Accepted Accounting
Principles (UK GAAP] the directors consider that the accounting policies set out below are applicable, are supported by reasonable
;udgements and estimates and have been consistently applied The financial statements have been prepared on the going concern
basis

Profit and recognised gains and losses of the company

The company has taken advantage of the legal dispersation contained in Section 408 of the Companies Act 2006 alloweng it not
to publish a separate profit and loss account and related notes

Dividends

intenm dividends are recogrised when they are paid Final dividends are recogrised when they are approved by the company's
shareholders

Share based payments

The company grants share optiens to certain James Halstead group employees An expense In relation 10 such options, based on
their fair value at the date of grant, ts recogrised over the vest'ng period The cormpany uses the Black Scoles modet for the purpose
of computing fair value

Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are accounted for as operating
leases Payments made under such leases are charged to the income statement on a straight fine basis over the period of the lease

Tangible fixed assets

Fixed assels are stated at cost, which includes the costs of transport, instailation and commussioning Interest 1s not capitalised
Deprec anon of freehold buildings has been calculated at a rate of 2% of cost or valuanion No depreuation has been provided in
respect of the comrpany’s wrterests in land or for assets i the course of construction Depreaation of plant, machmey and
equipmert 1s provided mamly on the straight ine methoc and has been calculated at appropriate rates varying between 5% and
40% as determined by reference to the anticipated life of each asset

Investments

Investments in subsicdianies are staled at cost less provision for impairment in value
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Notes to the Financial Statements of the Company

continued

1. Accounting policies (continued)

Deferred taxation

In accordance with FRS 19, deferred tax is provided in full on timing differences which result in an obligation at the balance sheet
date to pay more tax or a nght to pay less tax at a future date, at rates expected to apply when they crystatlise based on current
tax rates and law Timing differences anse from the inclusion of items of income and expenditure in axation computations n
periods different from those in which they are included i financial staterments Deferred tax s not provided on timing differences
arising on unremitted earnings of subsidianes where there 1s no commitment to remit these earnings

Deferred tax assets are recognised to the extent that it 15 regarded as more likely than not that they will be -ecovered Deferred tax
assets and liabilities are not discounted

Pension scheme arrangements

The company cperates a defined benefit scheme {which was closed to new members with effect from Aprd 2002) The company
alse operates a defined contnbution scheme for those employess who prefer this option or who are unable to join the defined
benefit scheme Executive directors Mr M Halstead and Mr G R Oliver are members of the defined benefit scheme and total
company pension contributions in the year were respectively nil As the company is unable to identify 1zs share of the underlying
assets and labibuies of the defined benefit scherne on a consistent and reasonable basis, the company accounts for the scheme as
though it were a defined contribution scheme Accordingly the amount charged to the profit and loss account 1s the contribution
payable in the year to both the defined benefit and defined contnibution schemes Differences between contributions payable in
the year and contributions actuaily paid are shown as accruals or prepayments in the balance sheet

2. Tangible fixed assets

Freehold

land and Plant and

buildings equipment Total

£'000 £'000 £'000

Cost
At 30 June 2010 6,798 287 7.085
Additions 1747 24 1,771
Disposals - (99) )]
At 30 June 2011 8,545 212 8,757
Depreciation
At 30 June 2010 2912 252 3,164
Charge for the year 205 18 223
Disposals - {92) (92)
At 30 June 2011 3ny 178 3,295
Net book value
At 30 June 2011 5428 34 5462

At 30 June 2010 3886 35 3921
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3 Investments

Cost
At 30 June 2010 and 30 June 2017

Provision for impairment
At 30 Junz 2070 and 30 June 2011

Net book value
At 30 June 2010 and 30 June 2011

AL 30 June 2011, the company held directly and indirectly equity and voting nghts of the foliowing undertakings

Name of subsidiary

Polyflor Limited

Riverside Floonng Limited

“alstead Floonng Internat:onal Limited
JHL Lirmited

Titan Leisure Group Limited

Trean CPL Limited

Phoenix Distribution (N'W ) Limited
ralstead Flooring Concepts Pty Limited
Polyflor Australia Pry Limited

Jarmes Halstead Flooning New Zealand Limited
Objectflor Art und Design Belags GmbH
Karndean International CmbH

Falck Design AB

Country of
Incorporation
and operation

England
England
England
England
England
England
England
Australia
Australia
MNew Zealand
Germany
Germany
Sweden

Shares in Loans to  Total interests

subsidiary subsidiary  In subsidiary

undertakings  undertakings  undertakings

£'000 £000 £'000

28,233 1,260 29,493

9,400 - 9,400

18833 1,260 20093
Proportion
owned by

the parent Shares

company at cost

(%) £'000

100 3,000

100 -

100 -

100 -

100 15,200

100 6,176

100 3,857

28,233
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Notes to the Financial Statements of the Company

continued

4. Debtors

Trade debtors

Amounts owed by group undertakings
Other debtors

Prepayrments and accrued Income

S Creditors — amounts falling due within one year

Trade creditors

Amounts due to group undertakings
Corporation tax payable

Other taxation and social security
Other creditors

Accruals and deferred income

6. Creditors — amounts falling due after more than one year

Preference shares

7. Deferred taxation

Accelerated capital allowances
Short-term timing differences

Opening balance
Charge/{credit) to profit and loss account

Balance at 30 June

The cdeferred tax debtor 15 included within other debtors in note 4

20M 2010
£'000 £'000
81 66
33,445 22048
663 1768
188 22
34,377 23,905
201 2010
£'000 £'000
723 861
6,115 6,651
384 34
100 43
398 546
3,598 5215
11,718 13350
2011 2010
£'000 £'000
200 200
201 2010
£000 £'000
(13) (24)
{575) (1.087)
{588) {1.117)
{1111 {(1.037)
523 {74)
(588) {1.111)
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8.  Share capital

20M 2010
£'000 £'000
Autharised
200 000,000 (2010 100,000,000) ordinary shares of 5p each 10,000 5,000
25,000,000 B ordinary defeired shares of 1p each 250 250
Allotted, 1ssued and fully paid
104,002,044 (2010 51,871,434) ordinary shares of 5p each 5,200 2,594
16,042,530 B ordinary defecred shares of 1p 160 160
5,360 2,754
Allotted, 1ssued and fully paid 201 2010
£'000 £'000
At 1 July 2010 51,871,434 ordinary shares of 5p each 2,594 2,574
Bonus 1ssue of 51,941,434 ordinary shares of 5p each 2,597 -
Other ordinary shares of Sp each 1ssued 9 20
At 30 June 2011 104,002,044 ordinary shares of 5p each 5,200 2,594
160 042,530 ordinary B shares of 1p each at 1 July 2070 and 30 June 2611 160 160
Total allotted, 1ssued and fully paid 5.360 2,754

The group also has preference shares as detailed Selow which are required, under accounting rules to be disclosed as financial
Instruments within creditors

Preference shares 2011 2010
£000 E'000

Authorised

$,265,580 C preference shares of 60p each 5559 5.559

200,000 5 5% preference shares of £1 each 200 200

Allotted, 1ssued and fully pard
200000 5 5% preference shares of £1 each 200 200

200 200

Following the passing of special resolution 6 at the annuat general meeting on 3 December 2010, the authonised ordinary share
capital was increased from £5,000,000 (100,000 000 ordirary shares of 5p each) to £10,000,000 (200,000,000 ordinary shares of
Sp each)

Following the passing of ardinary resolution 7 at the annual general meeting on 3 December 2010, the 13sued share capital was
increased by a bonus 1ssue of one fully paid ordinary share for each fully paid ordinary share held on the register at 13 january 2011

Shareholders approved a proposal for the return of capital {“return of capital /) at an extraordinary general meeting on 6 December
2004 Thus resulted in the creation of the 1 pence B ordinary shares (B shares’) and the 60 pence C preference shares ("C shares”)
as described below
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Notes to the Financial Statements of the Company

continued

8  Share capital (continued)

The B shares were issued on 14 January 2005 on the basis of 1 B share for every ordinary share held on the record date by those
shareholders who either (3) elected to receive B shares or (b) elected to receve C shares, but whose aliocation was scaled back
according to the restriction on the number of C shares available for 1ssue Followtng the 1ssue of the B shares, holders received &
single dividend of 60p for every B share held, after which all B shares were automatically converted into deferred shares These
shares are not listed, have extremely imited rights and are of negligible value

The 55% {2010 5 5%) curmnulative preference shares of £ 1 shall confer on the holders thereof the night to receive 1n prionty to all
other shares in the capital of the company out of the profits of the company which it shall be determined to distribute, a fixed
cumulatwe preferential dividend at the rate of 5 5% (2010 5 5%) per annum on the capital for the time being paid up thereon and
the right in the event of a winding up, in pricnity to all other shares in the capital of the company, to repayment of the capital paid
up thereon together with a premium of Sp per share and a sum equivalent to any arrears and accruals of the said fixed cumulative
preferential dividend thereon (whether earned or declared or not) calculated up to the date of such repayment of capital but shall
not confer any further nght to partioipate in profits or assets of James Halstead ple

The company shall not be at bberty to create or issue any further share ranking In priority to of parnt passu wath the preference
shares without the consent in wniting of the holders of three-fourths of the 1ssued preference shares or the sanction of an
extraordinary resolution of the hoiders of such preference shares passed at a separate general meeting of such holders The
prefesence shares shatl not confer upon the helders thereof the nght to attend or vote at any general meeting of the company or
to receve notice thereof, unless esther

(1) At the date of the notice convening the meeting the fixed cumulative preferential dividend on the preference shares Is six
months in arrears and then so [ong only as such dividend shall remain unpaid, and so that for this purpose the dividend on the
preference shares shall be deemed to accrue due and be payable by equal half-yearly instalments on 30 June and 31 Decemnber in
every year, or

(1) The pusiness of the meeting includes the constderation of a resolution for reducing the capital or winding up the company or
for the sale of its undertaking or of any resolution directly abrogating or varying any of the special rights or privileges attached to
the preference shares

The preference shares shall nevertheless entitle the holders thereof to receve notice of every general meeting At a general
meeting at which the holders of preference shares are entitled to attend and vote, the preference shares shall entitle & holder
therecf, ar his proxy, to vote only for every preference share held by him

9  Share premium account

20M1 2010

£'000 £'000
At 1 july 3031 1738
Share options exercised 650 1,293
Bonus 1ssue {2.597) -
At 30 june 1.084 3.031
10. Capital redemption reserve

£'000 £'000

At 30 June 2011 and 30 June 2010 6,279 6,279
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11 Profit and loss account

201 2010

£'000 £'000
At July . 40,179 39,107
Profit for the year 28,304 21,729
Share-based payment transactrons 7 17
Equity didends paid (14471) (20.674)
At 30 june 54,079 40,179

The company has taken advantage of section 408 of the Companies Act 2006 and has not included its own profit and loss account
in these financial statements The company’s profit for the financial year was £28 303,910 (2010 £21,729,244) Charged against
this profit are the satanes of Mr G Halstead, £130,000, Mr M Halstead, £261,000, Mr G R Oliver, £237,500, Mr | A Wild, £25,800
and Mr E K lotz, £100,000

12. Finanaial instruments

A full description of the Jarnes Halstead plc group's treasury policy 1s contained in the financiat director’s review on page 5

FRS 13 “Denvatives and Other Financial Instruments disclosures’ requires certain disclosures in respect of financial assets and
liab:lties and these are set out below

The company has taken advantage of the exemption available under FRS 13 and accordingly details in respect of short-term debtors
and creditors are excluded from all the following disclosures

(1} Preference shares

The preference shares In 1ssue are fully described in note B on page 53 The preference shares have no fixed repayment date
The book value of the preference shares In 1ssue at 30 June 2071 was £200,000 {2010 £200,000) At 30 June 2011 and 30 june
2010 the far value of the preference shares was not materially different to ther book value Under the requirements of FRS 25 the
preference shares are included in creditors

{n) Currency and interest rate profile of financial assets
Book and fair values
of bank balances,
deposits, balances
and cash in hand

2011 2010
£000 £°000
Sterting (including sterling equwalent of UK foreign currency balances) 18,788 17,874

All balances are current accounts ar overnight depesits and in all cases interest rates are floating and are based on relevant national
bank base and depos:t rates

for the purposes of managing the James Halstead group's currency exposures, the company operates bank accounts in certain
foreign currencies with 1ts UK cfeanng banks same of which are generaily operated as overdrafts Cash at bank and in hand in the
company balance sheet 1s shown net of overdrafts in ine with the company’s arrangements wrth its bankers
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Notes to the Financial Statements of the Company

continued

12. Financial instruments (continued)

{(w} The management of the currency sk for the James Halstead plc group as 2 whele 1s undertaken by the company The group
uses foreign currency bank accounts and fixed forward currency exchange contracts to manage its exposure to nsk from
fluctuatiors in forward exchange rates The vast ma oty of the group s forward contracts and all of its foreign curency bank
accourts used for thes purpose are maraged by and are in the name of the bolding company, lames Halstead ple The vast
majonty of the transactions the va.ue of which are exposed to exchange rate fluctuations are not those of the company but of its
subsidianes Hence the disclosures below relate almost entirely to bank accounts and fixed forward contracts as at the year end

Net foreign currency monetary financial assets/{liabilities) within the balance sheet are

201 2010

£'000 £'000

Australian Dollars 43 (257)
Canadian Dollars (264) (162)
Eurc 893 (658)
Hang Kong Dollars {29) (228
New Zealand Dollars {159) {90}
Norwegian Krone {126) (474}
US Dollars 521 (1,198}
Others (611} {536)
268 (3.537)

The nominal value of forward exchange contracts ouistancing at the year end, recorded at year end rates was as follows

2011 2010
£'000 £'000

Contracts to sell
Australian Dollars “(,203 7303
Canadian Dedars 1,267 1,799
Euro 4,428 327
Hong Kong Doliars 1,441 1,769
New Zealand Dollars 1,550 1519
Norweglan Krone 1,405 1,525

US Dollars 1059

Others 2,493 2,180
23846 16,414

Contracts to buy
LS Dollars 27,102 10814
Euro 671 267

27773 1.08°
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12. Financial instruments (continued)

The far value of forward exchange contracts outstanding at the year end was as foliows

Contracts to sell
Australian Dollars
Canadian Dollars
£uro

Hong Kong Dailars
New Zealand Dollars
Norweglan Krone
US Doliars

Others

Contracts to buy
US Dollars
Euro

13. Reconciliation of movements in shareholders’ funds

Profit for the financial year
Equity dwidends paid

FRS 20 share option charge
New share capital subscribed

Net increase :n shareholders’ funds for the financial year
Opening equity shareholders’ funds

Closing equity sharehotders’ funds

2011 2010
Asset/{lability} Asset/(liability)
£'000 £'000
(531} 94
(26) (1)
{127} 21
12 (33)
(1271 (15}
(61) 62
(1) -
{69) (36}
(928) 82
(871) 965
() (4)
(872) 961
201 2010
£'000 £'000
28,304 21,729
{(14,417) (20674)
13,893 1,055
7 17
659 1,313
14,559 2,385
52243 49,858
66,802 52,243
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Shareholder Information

Financial calendar

Annual general meeting 2 December 2011 (see notice of meeting on pages 50 to 62)

Announcement of results
For the half year March

For the full year September/QOctober

Dividend payments

Crdinary shares — interim May
— final December
Preference shares June and December

Share dealing information

The ordinary shares of the company are traded on the Alternative Investment Market of the London Stock Exchange

Information concerning the day-1o-day movernent of the share price ¢an be found in The Financiat Times, The Times and The Dady
Telegraph

Shareholder analysis*

Number of Number of

holders shares
By size of holding
1-10,000 2,338 6,785,789
10,601-50,000 483 9,942,901
50,001-250 000 116 11961.718
250,001 and over 58 75,528,700

2996 104,213,108

Number of Number of

holders shares %

By category
Banks and nominee companies 755 31,226 133 2996
Other irmited comparies/corporate bodies 44 687,710 GEé6
Miscellaneous bodies/pension funds 14 366,171 035
rivate Individuals 2175 71871246 6896
Investrment trusts and funds 8 67,808 o7
2996 104,219,108 30000

*as at 14 September 2011
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Boiler Room Information

WARNING TO SHAREHOLDERS — BOILER ROOM SCAMS

In recent years, many companies have become aware that their shareholders have received unsolicited phone calls or
correspondence concernring investment matters These are typically from overseas based 'brokers’ who targer UK sharenolders,
offering to sell them what often turm out to be worthless or high nsk shares 1n US or UK investments These operations are
commonly known as ‘boitler rooms’ These brokers’ can be very persistent and extremely persuasive and a 2006 survey by the
“inancial Services Authority (FSA} has reported that the average amounyt lost by investors 1s around £20,000

It 15 not just the nowice uwestor that has been duped n this way, many of the victims had been successfully wvesting far
several years Shareholders are advised to be very wary of any unsolicited advice offers to buy snares at a discount or offers
of free company reports If you receive any unsolicsted mvestment advice

= Make sure you get the correct name of the person and orgarisation

* Check that they aie properly authonsed by the FSA before getting invalved by visiting www fsa gov uk/register/
* Report the matter to the FSA either by calling 0300 500 5000 or visiting www moneymadeclear fsa gov uk

* |f the calls persist, hang wp

f you deal with an unauthorised firm you will not be eligible to recewve payment under the Financial Services Compensation
Scheme

The FSA can be contacted by completing an online form at www fsa gov uk/pages/dong/regulated/flaw/alerts/overseas shtml
Details of any share dealing facilities that the company endorses will be included in company mailings

More detailed information on this or similar actiity can be found on the CFEB website www moneymadeclear fsa gov uk
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the NINETY SEXTH ANNUAL GENERAL MEETING of the company will be held at the Holeday
Inn Hotel, 1 Higher Bridge Street, 2clton, BLT 2EW on 2 Decermnber 2011 at 12 Noon for the followsng purposes

Ordinary Business

1

Te receive and adopt the report of the directors and the statement of accounts for the year ended 30 june 2011
together with the report of the auditors

Te declare 2 final dvidend on the ordinary shares in the capital of the company for the year ended 30 june 2011
To re-elect Mr B K Lotz who 1s retinng by ratation under the articles of association as a director
To re-elect Mr | A Wild who 1s retining by rotation under the articles of asscciation as a director

To re-appoint PKF {UK) LLP as auditors of the company and authonse the directors to fix their remuneration for the
ensutng year

Special Business

To constder and f thought fit, pass the following resclutrons of which resolutions € and 7 shall be proposed as ordinary
resolutions and resolutions 8 and 9 will be proposed as special resolutions

6

That, subject to the passing of the ardinary and special resolutions numbered 7 and 8 below, the directors be and they
are hereby authorised, pursuant to article 35 14 of the company's articles of assocation

(1) to exercise the pawer contained in article 35 14 so that, to the extent determined by the directors, the holders
of ordinary shares be permitted to elect to receive new ordinary shares of 5p each in the capital of the
company, credited as fully paid, instead of all or part of any interim or final dividends which shall be declared
before the conclusion of the next annual general meeting of the company after the passing of this resolution,
and

() to cap:talise the appropnate amount of new ordinary shares falling to be allotted pursuant to any elections
made as aforesaid out of profits, or sums standing te the credit of any share prermium account or capital
reserves of the company, to apply such sums in paying up such new ordinary shares and to allot such new
ordinary shares to the members of the company making such elections in accordance with their respective
entitiements

That in substitution for all existing and unexercised authonties and powers, the directors of the company be and they
are hereby generally and unconditionally authonsed for the purpose of section 551 Companies Act 2006 {the "Act”}
to exercise all or any of the powers of the comparny to allot shares of the company or to grant rights <o subscribe for,
or to convert any security Into, shares of the company (such shares and rights being together referred to as "Relevant
Secunties’} up to an aggregate nominal value of £1,736,811 to such persons at such tines and generatly on such
terms and conditions as the directors may determine (subject always to the articles of association of the company)
PROVIDED THAT this authonty shalf, unless previously renewed, vared or revoked by the company In general meeting,
expire at the conctusion of the next annual general meeting or on the date which 1s six months after the next
accounting reference date of the company (if earlier) save that the directors of the company may, before the expiry
of such period, make an offer or agreement which would or might require relevant secunties or equity securities {as
the case may be) to be allotted after the expiry of such period and the directors of the company may allot relevant
securities or equity securities {as the case may be} i pursuance of such offer or agreement as If the author ty
conferred hereby had not expired

That subject to the passing of the ordinary resolution numbered 7 above the directors be and they are hereby
empowered pursuant to Section 570 of the Companies Act 2006 to aliot equity secunties (within the meaning of
Section 560 subsection {1} of the said Act) for cash pursuant to the authority conferred by resolution numbered 7
above as «f Section 561 of the said Act did not apply to any such allotment provided tnat this power shall be Iimited
1o
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Notice of Annual General Meeting

continued

(1) the allotment of equity secunities in connection with an offer of such secusities by way of rights to holders of
ordinary snares In proportion {as aearly as may be practical) to therr respective holdings of such shares, but
subject to such exclusions or other arrangements as the directors may deermn necessary or expedient in relation
to fractional entitlerments or any legal or practical problems under the laws of any terntory, or the
requirernents of any regulatory body or stock exchange, and

(i} the allotment {otherwise than pursuart to sub-paragrapn (i} above} of equity secunties up te an zpgregate
norminal amount of £260,548, representing approximately 5 per cent of the current ordinary share capital of
the company,

and shalt expire at the condusion of the next annual general meeting or on the date which s six months after the
next accounuing reference cate of the company {(if earlier) save that the company may before such expiry make an
offer or agreement which would or might require equity securtties to be allotted after such expiry and the directors
may allot egaity secuniies in pursuance of such an offer or agreement as If the power conferred hereby had not
expired

9 That the company s hereby generally and unconditionaily authonsed for the purposes of section 693 anc 701 of the
Companes Act 2006 to make one or more market puschases {within the meaning of section 693{4} ot the said Act)
of fulty paid ordinary shares of 5 pence each i1 the capital of the company ("ordmary shares’) provided that

0 the maximum aggregate number of ordinary shares hereby authorised to be purchased s 16% of the ordinary
shares in ssue at the date of passing of this resolutior,

() the maximum price {exclusive of any expenses) which may be paid for an ordinary share shail not be more
than 5% above the average of ‘he middle market quotations for an ordinary share as derived from the Daily
Official List of The London Stock Exchange plc for the five business days immediately preceding the day on
which the ordinary share is purchased,

(m)  the minimum prce which may be paid for each ordinary share 15 5 pence {exclusive of any experses),

(v) unless previousty revoked or vaned, the authorty hereby conferred shall expire at the conclusion of the next
annual general meeting of the company o twelve months from the date, 1f earlier, of passing this resolution,

(v} the cormpany may make a contract or contracts to purchase its ordinary shares under the authonty hereby
conferred prior to the expiry of such authonity wh ch will or may be executed wholly o7 partly after the expiry
of such authonty and the company may make a purchase of its ordinary shares m pursuance of such contract
as i the authonity hereby conferred had not exprred, and

(vi}  the directors may elect to hold shares purchased under this authority in the form of treasury shares (subject
to 3 maximum of 10% of the 1ssued ordinary share capital of the company at any one time)

By order of the board Beechfield,
M L Shilton Hollinhurst Road,
Radcliffe,
Secretary Manchester
M26 1JN

21 October 2011
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Notice of Annual General Meeting

continued

Notes

1

2

Preference shareholders are adwvised that they are not entstled to attend or vote at the annual generat meeting

Members entitled to attend and to speak and vote at the AGM are entitled to appoint a proxy to exerase all or any of ther nghts to
attend and to speak and vote on therr behalf at the meeting A sharehotder may appoint more than one proxy in relation to the meeting
provided that each proxy 1s appointed to exercise the nghts attached to a different share or shares held by that shereholder A proxy
need not be a sharehclder of the company A proxy form which miay be used 1o make such appointment and give proxy instructions
accompantes this notice If you tequire addisonal forms please contact the company’s registrars, Capita Registrars, Proxy Department
34 Beckenham Road, Beckenham Kent BR3 4TU

To be valid any proxy form or other instrument appointing a proxy must be received by post or (during normal business hours only) by
hand by che company’s registrars, PXS, 34 Beckenham Road Beckenham BR3 4TU,in each case no later than 12 noon on 30 Novemnber
2011 Any power of attorney or other autharty under which the proxy form s signed (or a duly certified copy of such power of
authority}) must be enclosed with the proxy form

H you wish to attend the meeting in person please attend at the address set out at the beginring of this notice on 2 Decembe, 2011
bringing either your attendance card or other appropriate identfication so that you can be identified by the company’s registrars it 15
recommended that you arnve af least 15 minutes helore the tme appointed tor the meeting te begin

To be entitted to attend and vote at the meeting {and for the purpose of the determnation by the company of the votes they may
cast) shareholders must be registered in the register of members of the cornpany at 6 pm on 30 November 2011

Any corporation which 1s a member can appownt one or more corporate representatives who may exarcise on its behatf all of 1ts powers
as a member prowided that they do not do so in relation to the same shares

The following docurnents will be available for inspection at the company s registered office during normal business hours from the date
of this notice until the uime of the meeting and at the address set cut at the beginruing of this notsce from 15 minutes before the
meeting unul 1 ends

{)  the register of interests of the directors in the share capital of the company, and

{n)  copy of the service contract of Mr G R Olwer

warrants for the final dividend, of approved, will be posted on 2 Decemnber 2011 to shareholders on the register as at 4 Novernber 2011




