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Chairman’s Statement

Once again 1t 15 pleasing for me to report progress in our
results Revenue for the year 1s at £2263 million (2011
£213 9 million), a new recerd level and 5 8% ahead of last
year

Our profit before tax of £42 7 million (2011 £38 5 million)
1s also a record achievement and 110% ahead of the
comparative

The foregoing comments have become routine in my report
over the (ast few years but it must be said that 1t was a most
challenging year The UK eccnomy, and many of our
international markets, faced difficulties with every
manufacturer looking for volume growth and pricing was set
ever keener to achieve that volume Notwithstanding these
competitive pressures our UK turnover rose 2 9% and our
overseas turnover by 7 3% We have seen modest revenue
growth in comparison to previous years, but { think this very
commendable in the prevailing market conditions

The global marketplace and the diverse end users of our
products are best illustrated by some of the projects we
have been associated with such as the Winnipeg 'Blue
Bomber' Stadium, the Marnneland Aquanum and Lessure
Park on the Cote d'Azur and the Wangaratta Hospital in
Victona, Australia

In the UK we have cbviously benefitted from the building
work associated with the various Olympic venues and as
these are converted to other uses we expect some
continued modest activity in this area

It 1s with some sadness that | report the closure of Phoenix
Cistrbution (NW) Lid, zlbeit a very small part of the group
Phoenix was formed in 1992 to continue the sales of motor-
cycle accesseries after the closure of Belstaff International
Ltd

Dividend

As In previous years, the board feels record results should be
reflected 1n a record dividend The final dividend will be
110p (2011 98p) representing a 12 2% ncrease which
combined with the internm dividend, paid in May 2012, of
50p (2011 45p) makes a total of 160p (2011 14 3p) for
the year, an increase of 11 9%

Bonus Issue

The board, having regard to the share price performance In
recent years will propose, at the forthcoming Annual
General Meeting, a one for one capitalisation ssue This wilt
give each shareholder one additional fully paid up 50p
ordinary share for each one held The company has
undertaken similar 1ssues i 2011, 2005 and 1992 | believe
this can only increase the marketability of our shares

Acknowledgements

On behalf of the directors | would bke to give thanks to our
staff and custormers for their contribution to these record
results

Outlook

The global market place offers continuing challenges and
our competitors are re-doubling their efforts to take market
share However, the investments made in productivity and
our reputation for customer service should allow us to
maintain our strong position Industry statistics and market
share figures are interesting in thermnselves but we operate In
largely "commodity” products where availability, service and
convenience are the most important factors in the decision
to buy

In the UK there are some positive signs of increased activity
and in the first two menths of the new financial year our UK
turnover has increased by nearly 6 0% over the same period
last year but 1t 1s tao early to know 1f this 15 a sustainable
trend Nevertheless, we have every expectation that the
year ahead will see continued progress

Geoffrey Halstead
Chairman




Chief Executive’s Review

In these challenging times, with recessionary pressures on
many businesses, | am encouraged to report record revenue

The James Halstead Group of companies 1s almost totally
focused on flooring these days and the value of our flooring
turnover has grown 7 0% year on year With currency
changes being largely neutral this i1s real growth Looking
deeper into the numbers we have sold around 3 0% more
flooring by square meterage and can ascnbe the difference
between this and the growth in overall turnover to a more
favourable product mix Qur investment in Innovation and
added value has moved sales towards our higher value
ranges

Our export success continues Qur strength in Central
Europe 15 well known, as 1s our Australian business and, in
addition, we have built on previous successes to achieve
record sales (n markets such as Canada, China, Poland,
Portugal, Finland, New Zealand, USA, Norway and Saudi
Arabia Projects as diverse as the new Reyal Canadian
Mounted Police HQ in Halifax, Les Pyramides in Paris and
the Penguin Parade Cafe on Phithp lsland in Australia are a
few examples

Investment 1n the future has not lessened We have
extended our premises In Germany, Norway, Australia, the
UK, France and Canada Moreover, significant, if not
extensive, expenditure has been focused within our UK
manufacturing on improved wrapping equipment, raw
materals handling and product coating equipment More
capital investment 15 1n hand

Notwithstanding the foregoing, we have faced pressure on
productivity, as the major plant investrments of recent years
have resulted in our plant capacity growing significantly
ahead of sales Although this bodes well for the future 1t
gives us short term difficulties and the challenge of
balancing output with manning levels This is a key focus for
the present and coming months

Raw matenial prices were broadly in line with the prior year
which was 1tself a year of record highs That they did not
worsen I1s a positive but prices remain stubbornly high
Piasticiser and polymer prices continue to be at near record
levels Energy costs also grew and were around 15 0% above
the prior year These continue to be an area of concern

Profits have increased and gross margins are ahead of
comparatives largely due to product mux and volume
throughput gains

Our focus on customer service 1s well known in the market
and we continue to be at the forefront of the industry As far
back as the early 19805 we were making the industry aware
of the dangers of other manufacturers using asbestos in

vinyl floor tiles and we continue today to be leading edge in
technical matters Just ane example 15 our research on the
environmental credentials of our products Across the globe
Palyflor 15 achteving recagnitiorn: for its recycling and its
green credentials Our products are manufactured
predominantly using natural resources and up to 85% of our
vinyl flooring 15 from these natural resources It 15 little
known that only 40% of barrel oil 15 used for all plastic
products and winyl flooring uses only a fractron of this In
addition, PVC flooring can use any PVC recyclate and we
have award winning strategies in this area

During the year we made a £10 muillien investment in 2
purpose buillt global research and development centre in
Radcliffe This will pull together our various R & D and
process engineers who were previously spread across our
factories A mark of this new emphasis 1s that our
representative 1s now Chairman of the European Resilient
Flooring Manufacturers’ Institute (“ERFMI"} This continuing
emphasis on praduct and processes 1s at the core of our
ongoing success

Polyflor Nordic, compnsing Polyflor Norway based in Oslo
and Falck Design based In Sweden

This region hes shown strong sales performance in the
current financial year Polyftor Nordic has increased 1ts year
on year sales by some 13% in local currency This 1s on top
of an B0% increase in sales on the previous year and
represents a record year for the business since Its inception

This has been achieved notwithstanding a continued
difficult trading environment There has been little by way of
significant projects in the period and growth has come on
the back of small projects and day to day business In terms
of projects of note, our Riverside manufactured Mineral FX
flearing has been used n housing bwlt for miners In
Spitsbergen

The business wn Norway has doubled in size over the last
decade and, as a result, had outgrown the warehouse
facilities established some time ago Therefore we have
extended the resources available by approximately a third to
facilitate continued growth of the business Our ongoing
philosophy Is to maintain competitive advantage by offering
the best customer service in the market place

Falck Design, in Sweden, has consolidated the growth of the
previous year with sales broadly on a par with last year Last
year we noted that we had moved the stocking of product
to Stockholm, where the majority of the business resides
This has been reinforced with the opening of a showroom
As has been the case 1n Norway, although there have been
few significant projects in the year there was a sterling
performance from small projects and day te day business




Objectflor and Karndean, our European based organisations
located in Cologne

In local currency terms thts business has increased by a
further 14 1% which 1s on top of the very impressive growth
figures for the previous decade The central European
growth 1s nat restricted to Germany Holland, France and
Switzerland show a combined growth of 16% which
underlings the fact that Euro econormies are not all doom
and gloom Germany offered double digit growth which was
hard earned and, encouragingly, the near eastern bloc
countries (Czech Republic, Slovema, Hungary etc) shawed
greater than 30 0% growth

With the backdrop of the Euro confidence crisis, such a
performance 1s testament to a combination of high quality
market leading products and a market leading customer
service

The Riverside collections (Ligno FX and Mineral FX)
mentioned in our last annual report have been launched and
are gaiming market penetration In addition, the product
offering has been enhanced by adding an easy to lay "Clik"
product to the Expona Domestic collection, a small wood
effect collection designed to meet demand tn a market area
not fully covered by the company’s current offering The
forthcoming year will also see the launch of the new Expona
Art and Design collection with several exciting designs This
15 the eighth incarnation of Expona and the collectton s, in
my cpinion, the most highly regarded in Eurcpe

With the substantial development of this business over the
last few years we are now completing a project to establish
warehousing facilities for the next phase of growth A
purpose built warehouse of 18,000sqgm has been designed
and 15 being built and will be avalable for occupation in
early autumn of the new financial year This will bring
together Into one facility a service currently using three
buildings

I would also note that Eberhard Lotz, Group Board Director,
has been nominated honorary President of the FEB, the
German flooring manufacturers trade body, a significant
achievement given Germany Is Europe’s largest market for
viny! flooring

Polyflor Pacific — encompassing Australia and New Zealand

As we approach our 56th year in distnbution, although
onginally as a manufacturer, we can be sure these markets
are significant and robust

The larger of these businesses, Polyflor Australia faced
difficult conditions but still managed to increase 1ts volume
of floonng sold although this was noticeably made up of
lower value product Given the 14 0% increase n the
preceding year, this was an acceptable performance

Turnover was around 50% lower than the comparative
period

Last year was supported by the government programme of
investment i schools (known as the “BER”) and this was
followed by large investment in miming projects However,
over the last 12 menths the Australian economy, which Is
mainly a primary econemy, has shown a direct correlation
to the world economic environment, particularly in China
The more pessimistic world outlock has resulted 1n less
Investment this year in major mining projects and hence
some retrenchment in our sales in this arena The
government are also no longer in a position to support the
economy with the same level of investment that they had
1n the previous years

This has had a knock on effect 0 the confidence of the
general population and business environment which has
also left Investment in shop fitting and office refurbishment
somewhat {ower Offsetting this we have noticed a large
upswing In hotel and bar refurbishments following the
Government’s ban on smoking in public places

In addition, Australia continued to have many successes
with installation in Woolworths, Office Works, Ziera Shoes
and Adidas as just a few of the many shop chains using
Polyfler The "Creen Tag" enwironmental rating on the
company's product puts tt on most shorthists for
specifications and The Alfred i Melbourne {the oldest
hospital 1n the city} and The Cabnini in Melbourne (one of
the newest) are but two examples

New Zealand, albet a smaller business, has progressed
following a difficult perred n which the economic
environment has been poor for a number of years Sales are
ahead of the comparative in both volume and value terms
The business 1s profitable and sull awaits the opportumty
for refurbishment in Chnstchurch following the earthquakes
the city has experienced over the last two years This work
represents a good medium term opportunity for sales albent
the timing of being able to take this opportunity 1s cutside
our control, and dependent on the cessation of aftershocks

Rwerside Flooring, based in Teesside

This 1s Riverside’'s second year In the Group and it has
increased tts output as the sales actwities of Polyflor
successfully presented the Riverside product ranges to most
of Polyflor's customers

The plant bhas achieved profitability but there are
productmity gains to be made as volume increases Sales
this year were 20 0% ahead of last year in volume terms
and with the launch of Riverside’s Modena collection in July
2012 we now offer safety ftooring with almost mvisible shp
resistance, with no compromise on the sustainablity of the
anti-shp performance




Chief Executive’s Review

continued

The company sells almost exclusively to other James
Halstead subsidiaries and we are very pleased with the
progress to date and the company 1s still in the early stages
of its potential

Polyflor, based 1n Oldham and Manchester

Once again Polyflor achieved record sales, not Just in the UK
but also record sales to the other companies i the Group
and record sales to export markets

Just a few of the projects supplied overseas were the KSU
Dental College in Saudi Arabia, the Szczeain University In
Poland and the University of St Petersburg

It has been a year of progress for Polyflor in the UK The
sales and distrbution site in Oldham has focused on
integrating the Riverside product range into the Polyflor
portfolic for sale in the UK and worldwide whilst
maintaining sales volumes of existing Polyflor ranges

Margins were improved and profits were ahead of last year

During the year, Polyflor opened a new distribution centre in
London to consolidate customner service and was voted by
contractors and architects to have the best vinyl ranges in
the annual Contract Flooring Awards It 15 heartening to have
these awards but complacency is always a danger so we will
continue our efforts with such innovations as oifenng the
industry’s latest time to order for next day deliveries, and
ensunng that we not only look after our customers but
those who are their customers as well

In terms of product evolution the company has upgraded
Polysafe Standard (arguably the industry bench mark) by
adding polyurethane re-enforced surface coating In
addition, Palysafe have launched Hydro-Evolve specifically
for wet room nstallations and Ecomax s @ new range of
very high recycled content safety flooring at a very
competitive price

Exports from Polyflor continue to show encouraging signs
and just one example 1s our Asian sales figures which have
been increasing as Infrastructure spendmng continues
Numerous hospital projects in China have been completed
during the year and many more will follow

Phoenix Distribution (NW) Ltd

The difficulties of this business have been reported in
previous years It Is a very small part of the overall business

With continued lack of consumer confidence, demand for
motorcycle hetmets was low In addition there were retailers
in dire financial difficulties Having faced a difficult first half
and being a retail focused distnbutor facing increasing
uncertainty, an orderly wind down was undertaken and the
business closed

Subsequent to this closure, the UK's largest retailer of motor
cycle accessories has appointed an admunistrator which
underlines the difficulties we faced

Qutlook

The long established sirategy for success that we have
followed will be continued We focus on customer service,
product development and design Our sales teamns focus on
specifications, contractor and distributor satisfaction and
end users A 30m? refurbishment 1s as iImportant 1o us as a
20,000m? Olympic venue, but take different skills to pursue
Indeed, the use of our flooring throughout the Team GB
house was a proud achievement but the large number of
bar, rastroom and restaurant refurbishments were just as
welcome around the Olympic parks

When | note projects such as the Pascua Lama Mining camp
4,500m above sea level in the Andes where Polyflar vinyl
sheet has been installed, and the Airbus HQ in Toulouse that
has installed our Karndean Freeline | remain confident that
our core markets will grow and that we will continue to
ensure productivity and quality are the focus

The forthcoming year will see two or three key global range
launches that will enhance our product offer and | am
confident will drive our continued progress

Mark Halstead
Chief Executive




Financial Director’s Review

As 15 usual, we have prepared these accounts by reference to
the consistent application of accounting standards, the
matching of costs and revenues with due appraisal and
accrual for subjective costs at the year-end whilst always
trying to take a prudent approach The group operates
through separate legal entities in certain areas of the world
and though these are discussed in the Chref Executive's
Review we, as a board, have concluded that these operations
are one reportable segment for the purposes of IFRS 8

Profit before tax at £42 71 millon (2011 £38 48 million)
shows an increase of 11%

Qur gross margins increased as a percentage and in absolute
terms The main reason was, broadly, a favourable sales mix
brased to higher prniced safety and design flooring The
combmed effects of various exchange rates largely offset
each other and though there were monthly fluctuations in
raw matenal prices these were generally flat over the year
as a whole

Some key statistics

®  Group turnover at £226 3 million (2011 £2139 milion)
was 58% higher of which 0 1% was the effect of
translation at more favourable exchange rates

] Net finance income {excluding the effects of 1AS 19
accounting for pensions) increased to £02 million
(2011 £01 million} reflecting increased deposits
accounts although rates remained very low

- Selling and distribution costs were 2 3% higher as a
result of the turnover increase but at 17 1% of
turnover show a reduction relative to the 17 7% of
tast year

®  Trade debtors decreased to £287 wmillion {£296
million} reflecting the lower trade credit in certan
export markets over others and additionally trade
creditors were lower at £27 8 millon {2011 £313
million)

= Stock levels have risen and stand at £52 5 million
(2011 £48 9 million) and this 7 3% increase Is related
to the growth in turnover With broader ranges than
In previous years, this 1s probably a normal level

L Cash stands at £38 7 millien (2011 £340 million)
even after the payment of £15 4 million in dividends,
£102 million i tax and £29 milion of capital
expenditure The cash inflow from operations remains
strong at £373 millien (2011 £329 million) In
addition, there was a purchase of our shares of £52
million via the tender offer made in December 2011

Key Performance Indicators

The board considers growth in profit before tax and growth
in dividend key targets in ne with the task of delivering
shareholder value Control of working capital continues to
be important and the level of cash 1s monitored

Rather than focus on individual working capital targets or
ratios, the board are appraised on all significant issues
directly by subsidiary management by means of monthly
reports on the key decisions and influences on working
capital Our focus at subsidiary level 1s on stock availability
and appropniate credit given to and recetved from
custormers and suppliers respectively Obviously sales,
margin and profitability are monitored as well as cash which
1s the final result of our economic activities Appropriate
summaries of these statistics are collated into monthly
Group reports

No individual key performance indicator, or group thereof, is
regarded as more 1important than informed background
knowledge of the underlying businesses Subsidiaries
present key performance indicators on debtor days, stock
turn and creditor days but the consolidation of these for the
whole Group offers no extra benefit as the component of
mix can mask underlying effects

Principal Business Risks and
Uncertainties

The board constantly assesses risks To the extent risk is
insurable the Board is risk averse and the group 15 widely
insured A comprehensive insurance appraisal takes place
annually to mitigate exposure to rnisks, such as business
interruption and fire but obviously key nsks such as
escalating raw material prices and energy costs falt outside
any insurable event

In general nsk ts magnified if one doesn’t know what one 15
doing Qur goals are simple and we avoid over-stretching
our capabilities Qur plans are not based around a 12 manth
set of figures and we look to benefit from decisions over a
longer time frame A major mitigation of risk 15 a close
understanding of our people, therr motivations, expenence
and imritations In general 1t 1s in the nature of the Board to
largely hear about and focus on the problems of our
business and this 1s the major way i which nisk 15 not
merely 1dentified but mitigated The glaring example in the
past year 1s the risk/reward scenano of Phoenix which is now
mitigated




Financial Director’s Review

continued

In last year's report | noted the price and availability of raw
materials as a business nsk with certain raw matenals in
very short supply as several manufacturers faced problems
This had not been identified in prior years as a principal
business risk as there are several suppliers of these
commodities The situation has continued to ease are far as
availability 1s concernad but remains under scrutiny

The nisks identified beyond insured events include foreign
exchange risk, credit sk, hquidity risk and key management
There are, additionally, key customers and key suppliers
which create dependencies Sales and purchasing policies
are under regular review to assess these dependencies In
the main nsk and control are measured and assessed from a
financial perspective, but this 1s riot to the exclusion of non-
financial risks and uncertainties and it 1s clear that scenarios
can be envisaged where the Group's activities may be
disrupted and little could be done to 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 dorminated in currencies
other than Sterling Those giving rise to the most significant
risk are US Dollar, Euro and Australian Dollar To mitigate nsk
assoclated with exchange rate fluctuations the Group's
policy 1s to hedge known and forecast transactions This
hedging 1s at least 25% and on cccasion, albeit rarely, more
than 100% of the next 12 months' anticipated exposure

Several external factors can be envisaged that woutd affect
operating activities These include technical faiiures, labour
disputes outside our businesses, availabiity of raw
materials, and import or custams 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 msk 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
which would be not be coped with by our current levels of
stock holding

The activity and progress of our competitors 15 a significant
nsk Whether there 15 a new nnovation or a gam In
competitive advantage by a new process, or the loss of
market share by any means any effect of volume
throughput will have an etfect on profitablity The board
looks for market intelligence and devotes significant time to
understanding the strategy of our competitors It 1s clear
that the success this business has achieved over the last 20
years leads our competitors to scour all infermation we
publish for data on our activities

IFRS 7 dictates several disclosures on nisk and we have
undertaken a market nsk sensitivity analysis on fluctuations
In our major currency exposure and the effects on the
financial assets and liabiities 1in the balance sheet (which 1s
included in the notes ta the accounts In the Annual Report)

| wouid note that we have overseas subsidiares with
significant profit and assets which are translated at average
exchange rates (In the case of profit and loss iterns) and at
year end rates (in the case of balance sheet items) The
effect of this s shown annually in the Consolidated
Statement of Comprehensive Income Inevitably there 1s a
translational exposure on these items and since they are not
necessarily cash flows (excepting dividend payments) the
consoirdated net worth of the Group vares over time We
do not hedge this translational exposure though we have in
the past hedged overseas assets with matching gearing At
present the cost and complexity in terms of arranging
facilines and complying with local taxation rules would
seem to outweigh the benefits

The last five years of these exposures in terms of
(decrease)/increase in the value of our overseas assets are as
follows

£'000
2012 (1,851)
2011 3,219
2010 530
2009 1,204
2008 2,053

Defined Benefit Pension Scheme

In commeon with other long established businesses we have
the complications and uncertainty associated with having a
*final salary” pension scheme The scheme has been closed
to new entrants since 2000 and was cnly offered to UK
based employees, of our UK based wark force around 30%
of employees are members of this scheme At this moment
In time we are considering closure of the scherme to future
accrual

The scheme comprises active members (existing
employees), deferred members (past employees not yet n
retirement} and pensioners Under the current accounting
standard for pensions the changes in cost associated with
active members are dealt with 1n the profit and loss account
with the costs associated with deferred members and
pensioners dealt with through the Consolidated Statement
of Comprehensive Income This year there 15 a net actuanal
loss of £06 miilien against a net actuanal gain in 2071 of




£27 million which 15 largely the effect of worse than
forecast asset growth It 1s of note that since the adoptien
of the pension scheme into the balance sheet (2006) the
deficit has had the effect of improving the return on capitat
employed (since it 15 a defiait and a bability) and for this
reason 1t 15 excluded from any performance measure (or
related bonus remuneration) internally

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

u The compansen of scheme deficit to market
capitalisation as a percentage,

u The companison of scheme lLiabilities to market
capitalisation, and,

] The comparison of the deficit ta operating profit

These ratios for this group based on a share price of £6 10
(2011 £478) are

L] The net deficit to market capitalisation 15 12%
(20171 18%),

] The total liabilities to market capitalisation 1s 8 5%
(2011 115%), and,

» The deficit to operating profit 15 243% (2011
32 2%)

| pass no comment on the ments of these ratios but note
that with the assumptions changing annually (despite the
long term nature of the liability) there does not seem te be
a consistent long term measure of the deficit The above
merely give some 1dea of the “affordability” of the deficit to
the company

Gordon Oliver
Finance Director
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Report of the Directors

The directors are pleased to present their report, together
with the audited accounts for the year ended 30 June 2012

The audited financial staterments of the group are set out on
pages 17 to 47 and the audited financial statements of the
company are set out on pages 49 to 58

Principal activities and review of the
business

The principal activities and a review of the business and
outlook of the group are described in the charman's
statement, the chtef executive's review and the financial
director's review Also contamed n the financial director's
review 1s a surmary of the pningipal business risks and
uncertainties and the group s use of financial instrurnents

Results and dividends

The group results for the year and the financial position at
30 June 2012 are shown n the consolidated income
staterment on page 17 and the cansolidated balance sheet
on page 19

The directors are recommending a final dividend of 110p
per share on the ordinary share capital for payment on
7 December 2012 to those shareholders whose names appear
on the register at 9 Novernber 2012 This final dividend
together with the intenm dividend paid on 18 May 2012
makes a total of 16 Op per share (2011 14 3p)

Directors

Mr G Halstead and Mr M Halstead, being the directors
retinng by rotation, offer themselves for re-election at the
annual general meeting The interests of the directors and
their farmilies in the share capital of the company were as
follows

30 June 2012 30 June 2011
Beneficial As Trustee Beneficial As Trustee

Ordinary shares

G Halstead 4,099,269 - 4204370 441,604
G R Oliver 103,572 - 105,564 -
M Halstead 6,620,531 5,554,753 6,789,482 5,664,544
E K Lotz - - - -

JAWId 91,650 6,256,016 94,000 6,409,544
S DHall 2,850 - 950 -
Preference shares

G Halstead 86,405 - 86,405 -

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

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

Substantial interests

As at 14 September 2012 the company had been notified of
the following interests which represent 3% or more of the
existing 1ssued share capital

Number %
John Halstead Settlement 17,723,609 17 16
Rutegale Nominees 9,555,036 925

Share capital

Ordinary shares

On 5 july 2011, 217,064, on 14 October 2011, 32,500, on
21 Qctober 2011, 6,750, on 26 October 2017, 7,500,
on 5 December 2011, 2,880, on 7 February 2012, 5,000, on
8 February 2012, 5000, on 9 February 2012, 27,500,
on 10 february 2012, 6910, on 12 Apnil 2012, 20,000, on
16 Apnl 2012, 11,760, on 19 April 2012, 10,000, an 25 Apnl
2012, 20,000 and on 1 May 2012, 3,000 new ordinary
shares were 1ssued and allotted as fully paid to enable share
options tc be exercised

On § December 2011, 1,087,064 ardinary shares of 50p
each were purchased for cancellation under a tender offer at
a price of 474 28p amounting to £5,155,727

Bonus Issue

The beard proposes that the group should initiate a Bonus
Issue of fully paid ordinary shares to the holders of ordinary
shares on the register at the close of business on the record
date of 10 January 2013 (the "Bonus Issue"), equating to 1
new ordinary share for every 1 ordinary share then held The
proposal 1s subject to shareholder approval at the Annual
Ceneral Meeting of the company to be held on 7 Decermber
2z

The Bonus Issue 1s Intended to increase the marketability
and kquidity of the company's ordinary shares

It 1s proposed that an amount equal to the aggregate
nominal value of the ordinary shares of 50p each in the
company In Issue at close of business on 10 January 2013,
being part of the amount now standing to the credit of the
capital redemption reserve of the company, will be utilised
In paying up at par the new ordinary shares to be 155ued
pursuant to the Bonus Issue (the "Bonus Shares ')

Terrns of Issue of the Bonus Shares

The nghts and restrictions attaching to the Bonus Shares
will be as currently set out in the articles of association of
the company n relation to the exisbing ordinary shares The
Bonus Shares will rank pani passu in all respects with the
existing ordinary shares, save that they will not rank for any
dividend declared prnior to the record date or for the
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continued

proposed final dividend of the company in respect of the
financial period ended 30 June 2012 referred 10 in resalution
number 2 proposed for constderation at the Annual General
Meeting of the company convened for 7 December 2012

The Bonus Shares, which will be capable of being held in
either certificated or uncertificated (CREST) form as
appropriate, will be issued to each shareholder and are not
being marketed Where ordinary shares are held In
certtficated form on the record date, shareholders will
recetve non-rencunceable share certificates, which will be
posted at the rnisk of the shareholders, 1n respect of their
entitlements to Bonus Shares Where ordinary shares are
held i uncertificated form on the record date, the
approprtate CREST accounts will be credited with the
relevant number of Bonus Shares, save that the company
reserves the nght to 1ssue the Bonus Shares in certificated
form in exceptional circumstances, such as for example, In
the event of any fallure or breakdown of CREST No
temporary or renounceable documents of title will be
issued Defimitive certificates for the Bonus Shares will be
posted to shareholders no later than 25 January 2013 and
stock accounts in CREST will be credited with the new
ordinary shares on 11 January 2013

Special business at the annual general
meeting

The Bonus Issue 15 conditional on resolutions 7,8 and 10 set
out m the notice of the Annual General Meeting being
passed at the Annual General Meeting and upon Admission
The Directors alse reserve the nght to elect not to proceed
with the Bonus tssue n the event of a change of
circumstances such that, in the Directors’ opinion, the Bonus
Issue 15 no longer in the best interests of the company
and/or shareholders as a whole

At present the company has a restriction on the number of
shares 1t may 15sue which 1s less than the number of shares
that are required to be 1ssued to implement the Bonus Issue
Therefore, resotution 7 set out n the notice of Annual
General Meeting proposes to remove the restnicticn in its
entirety

Resolution 8 authonses the Directors to apply an amount
(which on the basis of the current 1ssued ordinary share
capital of the company would be approximately £5,165,042
being part of the total amount standing to the credit of the
capital redemption reserve of the company), in paying up in
fuli the Bonus Shares at par value for the purposes of the
Bonus Issue

Resolution @ renews the directors’ authonty to offer
ordinary shareholders the opportunity to take ardinary
shares In lieu of any cash dividends which may be payable
pnor to the Annual General Meeting 1n 2013

Resolution 10 authonses the directors to allot relevant
securities pursuant to section 551 of the Companies Act
2006 up to a maximum nominal amount of £8,608,05%
{including the Bonus Shares to be 1ssued pursuant to
resolution 8) This figure represents approximately 33 33%
of the total enlarged ordinary share capital as enlarged by
the Bonus tssue plus 103,300,844 Bonus Shares {which 1s
the number of Bonus Shares which would be 1ssued on the
basis of the current 1ssued share capital of the company as
at 19 October 2012} The authonty will expire at the next
Annual General Meeting of the company to be held in 2013
or six months after the next accounting reference date of
the company (whichever 1s the earfier)

Except for the 1ssue of shares under the Bonus Issue and the
alletment of shares to satisfy the exercise of share aptions
granted under the share schemes, the Board has no present
intention of 1ssuing any ordmary share capital of the
company As at the date of this document, the company
holds no treasury shares

Resolution 11 invites shareholders to renew the board's
authority to issue shares for cash without first being
required o offer them pro rata to existing shareholders
The proposed zuthonty will terrminate at the next Annual
General Meeting of the company to be held in 2013 or six
months after the next accounting reference date of the
company (whichever 1s earher) The authority is imited to
equity securities up to an aggregate nommal amount of
50% of the company’s issued ordinary share capital as
enlarged by the Bonus Issue The resolution also contains
provisions to enable the directors to deal with fractional
entitlements and other practical difficulties which could
arise In the event of a nghts 1ssue or similar pre-emptive
aoffer

Resolution 12 seeks to renew the authonty of shareholders
to allow the company to purchase its own shares in respect
of up to 10 0% of the 1ssuad capual at prices not exceeding
50% of the average of the middle market quotations for
the five business days preceding the purchase The directors
undertake that the authority would only be exercised if the
dwectors were satisfied that a purchase would result mn an
increase in expected earnings per share and was in the best
interests of the company at that tirme The directors may
choose to held shares purchased under such authonty 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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Taxation

For the purposes of United Kingdom taxation of chargeable
gawns, the Bonus Issue will be treated as a re-organisation of
the cempany's share capital This means that the 1ssue of
the Bonus Shares will not itself give nise to any hability to
tax The Bonus Shares and the existing ordinary shares will
be treated as part of the same asset, acquired at the time of
the acquisition of existing ordinary shares Any sale by
shareholders of some or all of their Bonus Shares will,
however, constitute a disposal for the purpeses of United
Kingdom taxation of chargeable gains and may, depending
on shareholders’ indwidual crcumstances, give nse to a tax
ltability The comments in this section are intended only as
a generat guide to the current position Shareholders should
obtain their own professional advice

Employment policies and involvement

The group operates a totally non-discriminatory employment
policy, an integral part of which 1s the proper consideration of
all 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 their own particular abilities Employee involverment in
the overall perfermance of the group continues to be
enceuraged through the employee profit sharing scheme and
the share option plan There are in existence various well
established committees and discussion groups which range
from formal structures to less formal gatherings and which
deal with a whole range of 1ssues from the group's financial
performance to health and safety 1ssues Copies of this annual
report are available to alt employees

Environmental policy

A policy has been issued and implemented on safeguarding
aganst air, water, noise and land pollution The management
team constantly reviews and implements at every
opportumity the most effective use of matenals and energy
A number of control measures have been introduced and
these, combined with matenals storage and handling
methods, together with training, form the basis of the
environmental programme The policy 1s fully endorsed by
the diectors and 15 under constant review to ensure full
compliance with the UK Environmental Protection Act
1990 All employees suppliers and contractors are made
aware of the enwironmental pelicy which 1s 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 activities continue to be matters of pnmary
concern It 15 therefore the group's policy to manage Its
activities so far as to avord causing any unnecessary or
unacceptable nsk to the health and safety of all those
affected by its activities In order to ensure that the group's
high standards in this area are maintained, a substantial
pregramme of training and retraimng of employees tock
place throughout the year

Research and development

We remain totally committed to the continuing
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 conditions under which business transactions are
conducted 1415 group policy that payments to suppliers are
made 1n accordance with these terms, provided that the
supplier 15 also complying with all relevant terms and
conditions At 30 June 2012 there were 48 (2011 44) days
creditors outstanding in respect of the company

Political and charitable donations

The group contributed £5,163 (2011 £2,836) for chantable
purposes There were nc political contributions

Directors’ responsibilities statement

The directors are responsible for prepanng the Report of the
Directors and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial
statements for each financial year Under that law the
directers have, as required by the AIM Rules of the London
Stock Exchange, elected to prepare the group financal
statements n accardance with [nternationat Financial
Reporting Standards as adopted by the European Union and
have elected to prepare the parent company financial
statements In accordance with United Kingdom Generally
Accepted Accounting Practice (Urited Kingdom Accounting
Standards and applicable law) Under company law the
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directors must not approve the financal statements unless
they are satisfied that they give a true and farr view of the
state of affairs of the company and the group and of the
prefit or loss of the group for that period

In preparing these financial statements the directors are
required to

n select suitable accounting pclicies and then apply
them consistently,

L make judgements and accounting estimates that are
reasonable and prudent,

] state whether the group financial statements have
been prepared i accordance with iFRSs as adopted
by the European Union,

» state, with regard to the parent company financial
statements, whether applicable UK accounting
standards have been followed, subject to any matenal
departures disclosed and explained in the financiat
stazements, and

L] prepare the financial statements on the going
concern basis unless it is Inappropriate to presume
that the company will continue in business

The directars are responsible for keeping adequate
accounting records that are sufficient to show and explain
the company's transactions, to disclose with reasonable
accuracy at any time the financial position of the company
and the group and enable them tc 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 reasonable steps for the
prevention and detection of fraud and other irregulanties

The directors are responsible for the maintenance and
integnty of the corporate and financial information included
on the company's website Legistation in the United Kingdom
governing the preparation and dissemination of the financal
staterments and other information included i annual reports
may d:ffer from legislation in other junsdictions

Going concern

After making enquines the directors have formed a
judgement at the time of approving the financial
staterments that there 15 a reasonable expectation that the
group has adequate resources to continue in operational
existence for the foreseeable future For this reason they
continue to adopt the going concern basis in preparng the
accounts

Auditor’s remuneration — non-audit
related fees

Our auditor may undertake non-audit related work This
work would be tendered for separately from audit work

The board has always sought to ensure that the auditor
does not automatically receive additional fees This
approach, the board believes, enables the company to
ensure value for money on the company’s part, and
maintains the independence of the auditor

Auditor

A resolution to re-appaint the auditor will be proposed at
the farthcoming annuat general meeting

As at 28 September 2012, so far as each director 1s concerned,
there 15 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 is aware
of that information

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

HL\M‘T\’/

M L Shilton Beechfield,
Secretary Hollinhurst Road,
Radcliffe,

Manchester, M26 1N
28 September 2012
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Board Report on Remuneration

Remuneration committee

The remuneration committee comprises the non-executive
directors, with Mr | A Wild, as charman The committee
meets at least once a year, slthough usually more
frequently, to determine the remuneration packages of the
executive directors of the group

The remuneraticn policy for the non-executive directers 1s
determined by the board as a whole by reference to market
rates They do not participate 1n the group bonus scheme,
pension scheme or share option scheme No director can
vote 1n regard to his own remuneration

Remuneration policy

The remuneration policy ts to provide terms of employment
such that the recruitment, motivation and retention of high
calibre personnel 1s achieved and maintained to the mutual
benefit of shareholders and employees The committee 15
assisted from time to time by data supplied by independent
professianal remuneration consultants as to comparable
companies, although identical circumstances are rarely
found

Basic salary and bonus payments

Annual bonus schemes are n place which reward the
executive directors on achieving performance objectives
Performance 15 determined by index-linked profit
improverments through a trend of earmings per share growth
UK based executives are eligible members of the employee
share scheme Performance bonuses of £335,000 to each of
the group chief executive and group finance director were
paid during the year

Share option schemes

The remuneration commuttee believes that share option
plans are an mportant long term incentive to executive
directors and other senior emplayees They are intended to
link the exercise of the option to a sustained and signsficant
improvement in the underlying financial performance of the

group

The share option plan 15 reviewed by the remuneration
commuittee and 1s 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 earmngs has been placed on the value of
the aggregate price payable on the exercise of all options or
rghts to subscribe for ordinary shares granted to an
individual employee under the share option plan and under
all other discretionary schemes

Pensions

The company operates Intand Revenue Approved defined
benefit and defined contribution pension schemes The
group chief executive and group finance director are
members of the defined benefit scheme Pension
entitlernents are calculated on basic salary only

All members of the schemes are required to centrnibute a
percentage of their pensionable earnings Several years ago
pensionable salary was restricted to the growth in the
consumer price index

Other benefits within the schemes are death in service tump
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 terminable by the
cormpany and the executive on not more than one years
notice The remuneration commuttee has taken the wview
that notice perieds of one year are reascnable and 1n the
interests of both the company and 1ts executive directors
having regard to prevalling market conditions and current
practice Mr 5 D Hall has a serwce contract for an smitral
term of two years from the date of his appeintment, which
can be terminated by either party by one month's written
notice Mr J AWild does not have a service agreement

JAWIld
Chairman of the Remuneration Committee
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Statement of Corporate Governance

The board

The membership of the board during the year comprised
three executive directors and three non-executive directors

The board, which meets regularly {seven times during the
last financial year including the annual general meeting)
determines the policies and objectives of the group and
provides overall strategic direction to ensure that the
policies and objectives are carned out There 15 a list of
matters which are specifically the responsibility of the board
to resolve Monthly management accounts are circutated to
the directors An agenda of matters to be discussed,
including latest group management accounts, 1s circulated
to board members in advance of each main board meeting
and discussions and decisions taken at those meetings are
minuted 1n full

The board believes Mr S D Hall and Mr | A Wild to be
independent

Civen the size of the group, the board does not cansider it
necessary to change the ratio of non-executives to
executive directors, of to have formal procedures for the
directors, jn the furtherance of therr duties, to take
independent professional advice at the company's expense
All directors have access to company secretarial services and
adwice

Attendance at the seven board meetings was as follows

Possible Actual
G Halstead — non-executive 7 7
M Halstead 7 7
G R Oliver 7 7
EK Lotz 7 0
JAWId — non-executive 7 7
S D Hall — non-executive 3 3

Board committees

The following board commitiees have been in operation
throughout the year

The Audht Committee - compnsing Mr ] AWild as chairman,
Mr G Halstead and Mr S D Hall meets twice a year The
external auditor 15 present at the meetings and the
executive directors may attend at the request of the
committee

The Remuneration Committee — comprising Mr | A Wild as
chairman, Mr G Halstead and Mr S D Hall decides on the
remuneration of the executive directors

The Namination Commuttee — compnising the whole board
15 chared by Mr G Halstead and considers the appointment
of directors As a result, the committee consists of three
executive directors and three non-executive directors

Internal control

The board has ultimate responsibility for the system of
internal control operating throughout the group and for
reviewing 1ts effectiveness Internal control systems in any
group are designed to meet the particular needs of that
group and the risks to which 1t is exposed No system of
internal control can provide absolute assurance against
material misstatement or loss The group's system s
designed to manage rather than eliminate the rsk of failure
In order to achieve business abjectives and to provide the
board with reasonable assurance that potential problems
will normaily be prevented or 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,
mamntaining and reviewing the group’s system of
internal control and meet regularly to consider group
financial performance, business development and
management Issues, and to review these against
predetermined objectives,

n 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,

B subsidiary company budgets, contaming financial and
operating targets, capital expenditure proposals and
performance/profitability indicators, are presented 1o
and reviewed by the group executive directors The
consolidated group budget is approved by the group
board,

a there Is an ongoing process for identifying, evaluating
and managing the significant risks faced by the group
These risks are appraised and evaluated by
responsible executives and endorsed by subsidiary
and group management This process has been m
place throughout the year and up to the date of
approval of the annual accounts,

B as part of the regular monitoning and review, the
group executive directors held regular meetings with
the management of the subsidiary companies at
which reports covering such areas as forecasts,
business development, strategic planning, rnisk
exposure and performance against budget, are
presented and discussed These are then reported to
the group board, on a quarterly basis,
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@  the group board reviews and considers any major
problem which may have occurred and assesses how
the risks have changed in the peniod under review,

L] there 15 a group-wide policy governing appraisal and
approval of capital expenditure and asset disposals,

] to underpin the effectiveness of controls, 1t is the
group's policy to recruit management and staff of
high calibre, integnty and appropriate disciplines
High standards of integnity, business ethics and
compliance with laws, regulations and internal
policies are demanded from staff at all levels,

L] the audit committee keeps under review the
effectiveness of the system of internal control and
reports its conclusions to the full board,

u the board also conducts an assessment of the
effectiveness of the internal control system
This assessment consists of a review of all the
significant areas of internal control, including nsk
assessment, the control environment control
activities, information and commumnication, and
maonitoring

Relations with shareholders

The executive directors are available to meet institutional
shareholders and fund managers, given reasonable notice
The entire board 15 avallable to answer shareholders’
questions at the annual general meeting
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Independent Auditor’s Report to the Members of

James Halstead plc

We have audited the financial statements of James
Halstead plc for the year ended 30 June 2012 which
comprise the consolidated income statement, the
consolidated statement of comprehensive income, the
consotidated and parent company batance sheets, the
consolidated statement of changes In equity, the
consolidated cash flow staterment and the related notes
except for the ten year summary on page 48 The financial
reporting framework that has been applied in the
preparation of the group financial statements is applicable
law and International Financial Reporting Standards (IFRSs)
as adapted by the European Union The financial reporting
framework that has been applied in the preparation of the
parent company financial statements 15 applcable law and
United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice)

This report 15 made solely to the company's members, as a
body, i 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 1o 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 campany's
members as a body, for our audit work, for this report, or for
the opinicns we have forrned

Respective responsibilities of directors
and auditor

As explained more fully in the directors’ responsibilities
statement, the directors are responsible for the preparation
of the financial statements and for being satisfied that they
give a true and fair view Our responsibility 1s to audit and
express an opimon on the financial statements In
accardance with applicable law and Internationa! Standards
on Auditing (UK and Ireland) 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 sufficient to give
reasonable assurance that the financial statements are free
from matenal 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 circumstances and have been
consistently applied and adequately disclosed, the
reasonableness of significant accounuing estimates made by
the directors, and the overall presentation of the financiat
statements In addition, we read all the financial and non-
financial information in the report and accounts 2012 to
identify matenal inconsistencies with the audited financial
statements If we become aware of any apparent matenal
misstatemnents or inconsistencies we consider the
implications for our report

Opinion on financial statements
In our opinion

n the financial statements give a true and fair view of
the state of the group’s and the parent company's
affairs as at 30 June 2012 and of the group's profit for
the year then ended,

n the group financial statements have been properly
prepared 1n accordance with IFRSs as adopted by the
European Union,

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

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

Opinion on other matter prescribed
by the Companies Act 2006

In our opimon  the information given in the report of the
directors for the financial year for which the financial
statements are prepared (s 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 Companies Act 2006 requires us to
report to you If, In our opinion

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

L the parent company financial statements are not In
agreement with the accounting records and retuns,
or

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

u we have not received all the information and
explanations we require for our audit

P\c. F C_w\LLP

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

Manchester, UK
28 September 2012
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Consolidated Income Statement

for the year ended 30 June 2012

Revenue
Cost of sales

Gross profit

Seling and distribution costs
Administration expenses

Operating profit

Finance income
Finance cost

Profit before iIncome tax

Income tax expense
Profit for the year attnibutable to equity shareholders

Earnings per ordinary share of S5p
- basic
—diluted

All amounts relate to continuing operations

Detalls of dividends paid and proposed are given in note 11

Note

10
26

12
12

2012 20M
£'000 £'000
226,335 213944
(133,013) (127.857)
93,322 86,087
(38,723) {37.846)
(12.386) (9,937)
42,213 38,310
3,821 3,304
(3.327) {3.137)
42,707 38477
(12.178) {(11,012)
30,531 27,465
29 5p 26 4p
293p 263p
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Consolidated Statement of Comprehensive Income

for the year ended 30 June 2012

Profit for the year

Other comprehensive Income net of tax

Foreign currency translation differences

Actuanial {loss)/gain on the defined benefit pension scheme
Deferred taxation — change of rate

Fair value movements on hedging instruments

Other comprehensive income for the year net of tax

Total comprehensive incorne for the year

Attributable to
Equity holders of the cornpany

Note

27
23
26
27

2012 2011
£'000 £1000
30,531 27,465
(1,851) 3219
(580) 2710
71 71
144 (911)
(2.216) 5,089
28315 32,554
28315 32,554

Items Iin the statement above are disclosed net of tax The income tax relating to each component of other comprehensive Income

i5 disclosed in note 10
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Consolidated Balance Sheet

as at 30 June 2012

Note
Non-current assets
Property, plant and equipment 14
Intangible assets 15
Deferred tax assets 16
Current assets
Inventories 17
Trade and other receivables 18
Dervative financial instruments 19
Cash and cash equivalents 20
Current Liabilities
Trade and other payables 21
Cenvative financial mstruments 19
Current income tax liabilities
Net current assets
Non-current iabilities
Retirement benefit obligations 23
Deferred tax habilities 16
Borrowings 22
Other payables 21
Net assets
Equity
Equity share capital 24
Equity share capital (B shares) 24
Share prerium account 25
Retained earnings 26
Qther reserves 27

Total equity attributable to shareholders of the parent

2012 201
£'000 £'000
31,693 33,631
3,232 3232
5,362 5911
40,287 42,774
52,452 48,862
30,962 32,119
1,067 18
38,704 34,031
123,185 115,030
49,645 50,722
654 1,824
6,962 5655
57,261 58,201
65924 56,829
10,367 12,338
850 921
200 200
456 493
11,873 13,952
94,338 85651
5,164 5200
160 160
5324 5360
1,974 1,084
75,324 65839
11,716 13,368
94,338 85,651

The financial statements were approved and authorised for 1ssue by the board and were signed on its behalf on 28 September 2012

M Halstead G R Olver
Director . Director

(ol
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Consolidated Statement of Changes in Equity

for the year ended 30 June 2012

Capital Currency
Share Share  Retained redemptian Hedging translation Total
capital  premium earnings reserve reserve reserve equity

£'000 £'000 £000 £'000 £000 £'000 £'000
Balance at 30 june 2010 2,754 3,031 49,997 6,279 710 4071 66,842
Changes In equity
Proftt for the year - - 27.465 - - - 27.465
Foreign currency translation
differences - - - - - 3,219 3219
Actuarial gain on the penston scherme - - 2,710 - - - 2,710
Fair value moverments on
hedging Instruments - - - - (917) - (911)
Deferred taxation change of rate - - 71 - - - 71
Total comprehensive income for
the year - - 30,246 - (917) 3,219 32554
Share based payments - - 7 - - - 7
Dwidends - - (14,411} - - - (14,411)
issue of share capital 2,606 {1.947) - - - - 659
Balance at 30 June 20711 5,360 1,084 65,839 6,279 (207) 7,290 85,651
Changes In equity
Profit for the year - - 30,531 - - - 30531
Foreign currency translation
differences - - - - - (1,851} {1.851}
Actuarial loss on the pension scheme - - {580) - - - {580)
Fair value movements on
hedging instruments - - - - 144 - 144
Deferred taxation change of rate - - 71 - - - 71
Total comprehensive income for
the year - - 30,022 - 144 (1.851) 28,315
Dividends - - {15,381) - - - (15,381)
Issue of share capital 19 890 - - - - 909
Shares purchased for cancellation (55) - (5,156} 55 - - (5,156)
Batance at 30 June 2012 5.324 1974 75,324 6,334 (57) 5,439 94,338
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Consolidated Cash Flow Statement

for the year ended 30 June 2012

Cash inflow from operations
Interest recerved

Interest paid

Taxation paid

Cash inflow from operating activities

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

Cash outflow from nvesting activities

Equity dividends paid
Purchase of own shares
Shares 1ssued

Cash outflow from financing actwities

Net icrease In cash and cash equivalents
Effect of exchange differences

Cash and cash equivalents at start of year

Cash and cash equivalents at end of year

Note 2012 2011
£'000 £'000
28 37,251 32,944
277 238
(100) (107)
(10,212) (9,734)
27,216 23,341
(2.885) (9,696)
368 252
(2.517) (9,444)
(15.381) (14,411)
(5.156) -
909 659
(19,628) {13.752)
5,071 145
(398) 522
34,031 33,364
20 38,704 34,031
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Notes to the Group Accounts

1. General information

James Halstead ple (“the company” or ' the parent company”) 1s a imited hability 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 49 to 58

The group financial statements presented by the company on pages 17 to 47 consolidate the accounts of the company and its
subsidiaries (together referred to as"the group”} The group financial statements are presented in pounds stering

2  Accounting policies

Basis of preparation

The group financial statements have been prepared on the historical cost basis as modified by the revaluation of financial assets
and financial liabilinies {including dervative instrurments) at fair value through the profit and loss account, in accordance with
International Financral Reporting Standards (“IFRSs") as adopted by the European Union and the applicable prowvisions of the
Companies Act 2006

Basis of consolidation

The group financial staterments consolidate the accounts of the parent company and all its subsidiaries, drawn up to 30 June each
year Subsidianes 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 entity sa as to obtain benefit frorm its activities This 15 normally achieved by a
majority shareholding At 30 June 2012, the company, directly or through an intermediate substdiary owned 100% of the share
capital of all of its subsidiaries The results of subsidiaries acquired are consolidated from the date on which control passes to the
group The results of disposed subsidiaries are consolidated up to the date on which control passes from the group

All intra-group transactions and balances and any unrealised profit ansing therefrom are eltminated on consolidation

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 implementation dates

The following 1FRS has been 1ssued but 15 not yet effective for the first time and has not been early adopted by the group

LAS 19 "Employee benefits” was amended in June 2011 and 15 effective for periods beginring on or after 1 January 2013 The impact
will be to replace \nterest cost and expected return on plan assets with a net interest amount that 1s determined in applying the
discount rate to the net defined benefit liability The group 1s yet to assess the full impact of this amendment

Segment reporting

Operating segments are those segments for which reslts are reviewed by the group’s chief operating decision maker ("CODM")
to assess performance and make decisions about resources to be allocated The CODM ss the group board which meets regularly
throughaut the year to discuss the performance and results of the group as a whaole The business of the group is focussed almast
entirely on the manufacture and distribution of flooring products The group operates through separate legal entities in certain areas
of the world and In order to provide information in a structured manner to readers of the accounts who are unfamiliar with the
internal management reporting of the group, these operations are discussed by the chief executive in tus report However, having
carefully considered the cntenia in IFRS 8, the directors have concluded that the results of these operations be aggregated to create
one reportable segment This I1s consistent with the core principle of IFRS 8, which is to disctose 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
econamic activities in which 1t operates
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2. Accounting policies (continued)

Foreign currencies

Functiona! 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 econemic environment in which the parent company
operates

Transactions and balances — transactions in foreign currencies are recorded at the rate ruling at the date of the transaction
Monetary assets and liabilities denorminated in foreign currencies are reported at the rates of exchange prevarling at the balance
sheet date Exchange differences on retranslating monetary assets and liabilities 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

Foreign subsidiaries — the results of foreign subsidianes {none of which has the currency of a hypennflationary ecenormy), that have
a functional currency different fram the group's presentatian currency, are translated at the average rates of exchange for the year

Assets and liabilities of foreign subsidianes, 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 transtatton of the results
of foreign subsidraries and their opening net assets are recogrsed as a separate component of equity

When a foreign subsidiary 1s sold the cumulative exchange differences relating to the retranstation of the net investment in that
foreign subsidiary are recognised In the income statement as part of the gan or loss on disposal This applies only to exchange
differences recorded in equity after 1 July 2006 Exchange differences ansing prior to 1 July 2006 remain in equity on disposai as
permitted by IFRS 1

intangible assets

CGoodwill — goodwill arising on the acquisiion of a subsidiary undertaking is the excess of the aggregate of the fair value of the
consideration transferred, the fair value of any previously held interests, and the recognised value of the non-controling interest in
the acquiree over the net of the acquisition date amounts of the rdentifiable assets acquired and liabilities assumed Goodwill 15
reviewed for impairment at least annually and when there are indications that the carrying amount may not be recoverable For
the purpose of impairment review, goodwill s allocated to the relevant cash generating urit {CGU) within the group An impairment
loss 1s recognised 1f the carrying value of the goodwill or 1ts CGU exceeds its recoverable amount Any impairment loss is recogrised
immediately in the income statement and 15 not subsequently reversed On disposal of a subsidiary, the attributable amount of
goodwilt 1s included in the calculation of the profit or loss on disposal Goodwill ansing on acquisitions befare the date of transition
to IFRS has been retained at the UK GAAP value as at that date having been reviewed for impairment at that date and subsequently
at least annually
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Notes to the Group Accounts

continued

2. Accounting policies (continued)
Taxatton

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

Current tax assets and liabilities are measured at the amount expected to 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 15 provided in full, using the liability method,
on temporary differences anising between the tax bases of assets and habilities and their corresponding book values as recorded in
the group's financial statements with the following exceptions

. where the temporary difference arises from the initial recognitton of goodwill or of an asset or liability in a transaction that
15 not a business combination that at the time of the transaction affects neither accounting nor taxable profit or loss,

B deferred income tax assets are recognised only to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences can be utdised,

a deferred income tax 1s not provided on unremitted earnings of foreign subsidianes where there 1s ne commitment to rermit
the earnmngs

Deferred income tax assets and lizbilities 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 In relation to such options based on their fair value at the
date of grant, 1s recognised over the vesting peniod The group uses the Black Scholes model for the purpose of computing fair value

Inventories

Inventones are measured at the lower of cost and net realisable value on a weighted average cost basis Cost includes expenditure
incurred in acquinng the inventories and bringing them to their existing location and candition In the case of firished and partty
frnished goods, cost represents the cost of raw mateniats, direct labour, other direct costs and related production overheads on bases
consistently applied from year te year (n all cases provisian s made for obsolete, slaw-moving or defective items where appraprate
and for unrealised profits

Trade and other receivables
Trade and ather receswables are non-interest bearing and are stated at thewr nominal amount less provisions made for estimated

irecaverable amounts Estimated yrrecoverable amounts are based on historical expenence together with speaific amounts that are
not expected 10 be collectible individuat amounts are witten off when management deems them not to be collectible

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, short-term {with an original matunty of three
months or less) deposits and bank overdrafts Bank overdrafts are disclosed as current liabilities except where the group partrcipates
in offset arrangements with certain banks whereby cash and overdraft amounts are offset against each other

Pension scheme arrangements

The group operates several defined contnbution pension schemes and a defined benefit pension scheme for certain of its United
Kingdom dormicited employees

A defined contnbution scheme Is a scheme in which the group pays contributions into publicly or privately administered 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 ts the contribution payable in the year Differences between contributions
payable in the year and contributions actually paid are shown as receivables or payables in the balance sheet
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2. Accounting policies (continued)

Pension scheme arrangements {continued)

A defined benefit scheme 15 a scheme in which the amount of pension benefit that an employee will receive on retirement 1s
defined For the defined benefit scheme, pension costs and the costs of providing other post retirement benefits are charged to the
Income statement in accordance with the adwice of qualified independent actuaries Past service costs are recognised immediately
In the Income statement unless the changes are dependent on the employees remaining in service for a particular period in which
case the costs are recognised on a straight line basis over that period The retirerment benefit obligations recagnised on the balance
sheet represent the difference 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 is calculated annually by independent actuanes using
the projected unit methed

Ongoing actuanal gans and losses are recognised in the penod in which they anse in the statement of recogrised income and
expense

Property, plant and equipment

Property, plant and equipment 1s recorded at cost less subsequent depreciation and imparrment except for land which 1s shown at
cost less any rmpairment Cost includes expenditure that 1s directly attnbutable to the acquisition of the asset The group has taken
advantage of the exemption under IFRS 1 not to restate property previously revalued under UK GAAP and to treat these earlier
revaluations as deemed cost Depreciation s calculated on the depreciable amount (being cost less the estimated residual value}
on a strarght line basis over the estimated useful tives of the assets as follows

Freehold buildings 10 to 50 years

Long and short leasehold property over period of lease
Plant and machinery 2 to 20 years

Fixtures and fittings 3 to 10 years

Motor vehicles 2 to 5 years

Residual values and useful lives are reviewed at each group balance sheet date for continued appropriateness and indications of
imparrment and adjusted If appropnate

Trade and other payables

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

Revenue recogn ition

Revenue comprises the amounts received or recevable in respect of the sale of goods and services provided in the normal course
of business, net of trade discounts, rebates, VAT and other sales related taxes

Revenue 1s recognised when the significant nsks and rewards of ownership have been transferred to the buyer

Research and development

Expenditure on research actvities, undertaken with the prospect of gaiming new scentific or technical knowledge and
understanding, 1s recogmsed in the iIncome statement as an expense as incurred

Development expendtture not meeting all the ctena for capitalisation contained in 1AS 38 — Intangible Assets, 1s recognised in the
income statement as an expense as incurred

Dividends

Intenm dividends are recognised when they are paid Final dividends are recogrused when they are approved by the shareholders

Leases

Leases in which a significant portion of the nisks 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 line basis over the period of the lease
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Notes to the Group Accounts

continued

2. Accounting policies (continued)

Derivative financial instruments and hedging

The group uses denivative financial instruments to hedge Its exposure to foreign currency transactional nsk In accordance with its
treasury policy the group does not hold or 1ssue denvative financial instruments for trading purposes

Dervative financial instruments are recorded at fair value on the date the denivative contract 1s entered into and are subsequently
remeasured at fair value at each group balance sheet date

The method by which any gain or toss ansing from remeasurement is recognised depends on whether the instrument «s designated
as a hedging instrument and, «f 5o, the nature of the 1tem being hedged The group recognises an instrument as a hedging
instrument by documenting at the inception of the transaction the relationship between the instrument and the hedged 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 ongoing 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 farr value 1s recognised immediately in the
Income statement

Where a denvative financial instrurnent 1s designated as a hedge of the vanability 1n cash flows of a recognised asset or liability, or
of a highly probable forecast future transacticn, the gain or loss on remeasurement which relates to the portion of the hedge which
Is deermed effective is recogmised direcily in equity, with the balance of the gain or loss, relating to the ineffective portion, being
recogrised immediately n the income statement

Amounts accumulated in equity are recycled in the income statement in the peniods when the hedged item affects profit or loss
The farr value of forward foreign exchange contracts 1s desermined using forward exchange market rates at the balance sheet date

3. Fmnancial risk management

Financial risk and treasury policies

The group's activities expose It to a number of financial nsks as detailed below These risks are managed, with the objective of
limiting adverse effects, from the group's head office in accordance with policies determined by and decisions made by the group
board

There have been no changes in financial risks from the previous year

Market risks

Market risk 1s the risk that changes i market prices, such as currency exchange rates and interest rates will affect the group’s results
The objective of market nisk management 1s to control it within suitable parameters

{8} Foreign exchange nsk

The group operates internationally and 1s exposed to foreign currency nsk on sales and purchases that are denominated in a
currency other than sterling There are a range of currencies giving rise to this risk, but most significant 1s the Euro To mitigate risks
associated with future exchange rate fluctuations, the group’s policy 1s to use forward exchange contracts to hedge its known and
certain forecast transaction exposures based on historical experience and projections The group hedges at least 25% but rarely
more than 100% of the next twelve manths’ anticipated exposure

{b) Interest rate nsk

The group does not use dervative financial Instruments to mitigate its exposure to Interest rate risk The main element of interest
rate nsk concerns sterting deposits which are made on floating market based rates and short-term overdrafts in foreign currencies
which are also on floating rates
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3.  Financial nisk management (continued)
Credit nsk

Credit nisk 15 the risk of financial loss to the group if a customer or counterparty to a financial instrument fails to meet s
contractual obligations and arises principally from the group's trade receivables from customers and monites on deposit with
financial institutions

With regard to trade recevables, the group 1s not subject to significant concentration of credit risk Exposure 15 spread across a large
number of companies and the underiying local economic and sovereign risks vary across the world Trade receivable exposures are
managed locally in the indmidual operating units where they anse and credit Iimits are set as deemed appropnate Where
practicable and deemed necessary the group endeavours to mirimise credit risks by the use of trade finance instruments such as
letters of crecht and insurance

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

The group's maximum credit exposure on financial assets 15 represented by their book value

Liquidity risk

Liquidity nsk 1s the nisk that the group will not be able to meet its financial obligations as they fall due The group's approach to
managing liquidity 1s to ensure, as far as possible, that it will always have sufficient liquidity to meet its habilittes when due

Capital nsk

The group’s objectives In managing capital are to safeguard the ability of all entities within the group to continue as going concerns,
whilst maximising the overall return to shareholders over time The capttal structure of the group consists of equity attributable
to equity holders of the parent company less cash and cash equivalents

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

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

4  Critical accounting estimates and judgements

The preparation of financial statements in conformity with generally accepted accounting principles requires the use of certain
estimates and assoclated assumptions that affect the application of policies, the reported amounts of assets and biabilities at the
date of the financial statements and the reported amaounts of revenues and expenses duning the reporting period Although these
estimates are based on management’s best assessments of amounts, events or actions, actual results may ultimately differ from
those estimates The estimates and underlying assumptions are revrewed on a regular and ongoing basis

The estimates and judgements that have had the most significant effect on the amounts included in these consolidated financial
staterments are as follows
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Notes to the Group Accounts

continued

4.  Critical accounting estimates and judgements (continued)

Allowance for doubtful debts

Provision Is made against accounts that in the estimation of management may be impared Within each of the operating units,
assessment 1s made tocally of the recoverability of trade receables based on a range of factors including the age of the recevable
and the creditworthiness of the customer Determining the recoverability of an account invalves estimation as to the kely financial
condition of the customer and their ability to subsequently make payment If the group is cautious as to the financial condition of
the customer the group may provide for accounts that are subsequently recovered Simifarly, if the group is optimsstic as to the
financial condition of the customer, the group may not pravide for an account that 1s subsequently determined to be irrecoverable
in recent years the group has not experienced significant vanation in the amount charged to the income statement in respect of
doubtful accounts, when compared to sales

Inventories

For financial reporting purposes the group evaluates its inventory to ensure 1t 15 carnied at the lower of cost or net realisable value
Provision 1s made agamnst slow moving, obsolete and damaged inventores Damaged inventories are identified and written down
through the inventory counting procedures conducted within each business Proviston for stow moving and obsolete inventories 1s
assessed by each business as part of their ongoing financial reporting Cbsolescence 15 assessed based on companison of the level
of inventory holding to the projected likely future sales Future sales are assessed based on historical experience, and adjusted where
the market condtions are known to have changed To the extent that future events impact the saleability of inventory these
provisions could vary significantly For example, changes in specificatrons ar regulations may render mventory, previously considered
to have a realisable value in excess of cost, obsolete and require such nventory to be fully written off

Income taxes

In determining the graup’s provisions for incormne tax and deferred 1ax 1t 1s necessary to consider transactions n a small number of
key tax Junisdictions for which the ultimate tax determination 1s uncertan To the extent that the final outcome differs from the
tax that has been provtded, adjustments will be made to ncome tax and deferred tax provisions held m the perod the
determunation I1s made

Retirement benefit obligations

The liability recognised 1n respect of retirement benefit obligations 15 dependent on a number of estimates including those relating
to mortality, inflatton, salary increases, and the rate at which biabilities are discounted Any change in these assumptions would
impact the retirement benefit abligations recogrised Further details on these estimates are provided 1n note 23

Goodwill

Each year the group <arries out inpairment tests of its goodwill balances This requires estimates to be made of the value in use
of the relevant cash generating units (CGUs) These value in use calculations are dependent on esttmates of the future cash Hows
and long-term growth rates of the relevant CGUs
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5. Segmental information

Operating segments 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 is the group board which meets regutarly
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 distnbution of fleoring products The directors consider that under the definitions contained
within IFRS 8 there 15, therefore, only one reportable segment, which 1s the group as a whole This is consistent with the core
pnncipte of IFRS 8, which 1s to disclose information to enable users of the financial statements to evaluate the nature and financial
effects of the business actmities in which the group engages and the ecanomic activities in which it operates Therefore the majority
of the disclosures required under IFRS 8 have already been given in these financial statements

Segment assets include property, plant and equipment, intangibles, inventornes, receivables and derivative financial instruments
Cash and taxation are not included Geographical disclosures in respect of revenues from external customers and total segment
assets are provided below

2012 2012

Total

Revenue assets

£'000 £'000

United Kingdom 74,750 65,818
Eurcpe and Scandinavia 96,613 36,630
Australasia and Asia 39,115 16,958
Rest of the World 15857 -
Total operations 226,335 119406
Deferred tax assets 5.362
Cash and cash equivalents 38,704
Total 163,472
20113 201

Total

Revenue assets

£'000 £'000

United Kingdom 72,631 62,048
Europe and Scandinavia 86493 37,298
Australasia and Asia 39,538 18,516
Rest of the World 15,282 -
Total operations 213,944 117,862
Deferred tax assets 5911
Cash and cash equivalents 34,031
Total 157,804

Revenue from external customers 15 by location of customer Assets are by location of asset
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Notes to the Group Accounts

continued

6. Employee profit share

Profit for the year 15 after charging the cost of the James Halstead plc share ownership plan Since 1980 the group has operated an
employee share scheme, approved under the Finance Act 1978 In December 2001 the shareholders approved a new share
ownerstup plan n line wth the requirements of legislative changes The aim of this scheme 1s to enable employees to build up a

persanal shareholding in James Halstead plc and to participate in its continued expansion and success as shareholders as well as

employees As members of the scheme the UK directors, with the exception of Mr S D Hall and Mr | AWild, of the parent company

each recewved shares to the value of £3,000

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

unconditronally to eligible employees by reference to their earnings and length of service

2012
5p ordinary shares held by the trustees as at 30 June on behalf of the employees 843,219
As a percentage of shares in 1ssue 082%
7. Profit before income tax
Profit before tax 1s stated after charging the following

2012

£'000
Depreciation of property, plant and equipment (see note 14) 3,524
Operating lease rentals — land and buildings 1,572
Operating lease rentals — other 1,053
Research and development 1,896
Gain on disposat of property, plant and equipment (108)
Fees payable to the group's auditor for the audit of the parent company and
consolidated financtal statements 33
Fees payable to the group’s auditor and 1ts associates for other services
the audit of the group's subsidiaries pursuant to legislation 133
taxation services 36

other services 68

2011

921,817
089%

2011
£'000
3,283
1132
952
1477
(52)

33
156

69
50
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8. Staff costs and numbers

Staff costs comprised
Wages and salaries
Secial secunty costs
Pension costs — defined benefit scheme
- defined contribution schermes

The average monthly number of employees during the year was

Manufacturing, selling and distnbution
Administration

9.  Finance income/(cost)

Interest recevable and similar income
On bank deposits
Qther

Expected return on pension scheme assets
Finance income

Preference share dwidend
Interest on short-term borrowing and other financing costs
Interest on pension scheme liabilities

Finance cost

Net finance income

2012 201
£'000 £'000
27,906 27,517
3,347 3,071
624 647
483 426
32,360 31,656
2012 2011
Number Nurmber
692 693
140 118
832 811
2012 20M
£000 £000
272 233
) 6
277 239
3,544 3,065
3821 3,304
(11) {11}
(89) (94)
(3.227) (3,032}
(3.327) (3,137)
494 167
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Notes to the Group Accounts

continued

10. Income tax expense

Current tax
Current tax — current year
Current tax — adjustments in respect of prior years

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

Total taxation

2012 20m
£'000 £'000
11,593 11,397
189 (990)
11,782 10,407
645 217
(251} 388
394 605
12,176 11,012

The effective rate for the year to 30 June 2012 1s hugher (2011 higher) than the standard rate of corporation tax in the UK The

differences are explained below

Profit before tax

Profit before tax multiplied by the standard rate of corparation tax in
the UK of 25 5% (2011 27 5%)

Effects of

Adjustments to tax in respect of prior periods

Adjustments in respect of overseas tax rates

Permanent differences

Remeasurement of deferred tax due to change n UK tax rate

Total taxation

2012 20m
£'000 £'000
42,707 38477
10,890 10,581
(62) (602)
1,004 683
189 199
155 151
12,176 11,012

In addition to the arnounts above £143,000 has been debited (2011 £1,417.000 debited) directly to reserves in respect of the
actuanal loss (2011 gain) on the pension scheme, and have been netted off the amounts shown in the Consolidated Statement of

Comprehensive Income
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11. Dividends

2012 201
£000 £000
Equity dividends
Intenm diadend for current year of 50p (2011 4 Sp) 5163 4,680
Final dvadend for previous year of 98p (20171 9 375p) 10218 9,737
Amaunts recognised as distrioutions to equity holders in the year 15,381 14,411

A final dwidend of 11 Op per share, amounting to a total of £11,363,093 for the year ended 30 June 2012 will be proposed at the
Annual General Meeting This dividend 15 noi reflacted in these financial statements as it 15 not approved at the balance sheet date

12. Earnings per share

2012 2011

Pence Pence

per share per share

- Basic 295 264
- Diluted 293 263

Basic earrwngs per share 15 calculated by dividing the profit for the year attnbutable to equity shareholders of £30,531,000
{2011 £27.465 000) by 103,662,875 (2011 103,856,972) shares, being the weighted average number of shares i issue throughout
the year

Diluted earning per share 15 calculated by dividing the profit for the year attnbutable to equity shareholders of £30,531.000
(2011 £27,465,000) by 104,093,080 (2011 104,347,570) shares, being the weighted average number of shares in 1ssue throughout
the year, adjusted for the effect of all potentially dilutive shares The 430,205 {2011 430,598} potentially dilutive shares relate to
outstanding share options

13 Profit of parent company

The profit attributable to the shareholders of James Halstead plc includes a profit, after dividends received, of £25,738,000
(2011 £28,304,000) which has been dealt with In the accounts of that company James Halstead plc, which prepares its accounts
in accordance with UK GAAP, has taken advantage of the legal dispensations contamned m Section 408 of the Companies Act 2006
allowing 1t not to publish either a separate profit and loss account or a separate statement of totat recognised gains and losses The
aggregate amount of directors’ emolurments excluding pension contrnbuticns was £1,507.641 of which the highest paid director s
emoluments were £640,011
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Notes to the Group Accounts

continued

14. Property, plant and equipment

Freehold

land and Plant and

buildings equipment Total

£'000 £'000 £'000

Cost
At 30 June 20170 21,401 51,969 73,370
Additions 4212 5.692 5,904
Disposals {447) {928) (1,375)
Exchange differences 942 561 1,503
At 30 Jure 2011 26,108 57,254 83,402
Additions 527 2,358 2,885
Disposals - (1,264) (1.264)
Exchange differences (1,051) (237) (1.288)
At 30 June 2012 25,584 58,151 83,735
Depreciation
At 30 June 2010 4,472 42,778 47,250
Charge for the year 608 2,675 3,283
Disposals (447) {728) {(1,175)
Exchange differences 101 312 413
At 30 June 2017 4,734 45,037 49,771
Charge for the year 983 2,541 3,524
Disposals - (1.004) {1,004)
Exchange differences {134) (115) (249)
At 30 June 2012 5,583 46,459 52,042
Net book value
At 30 june 201C 16,929 9,1 26,120
At 30 June 2011 21374 12,257 33,631

At 30 June 2012 20,001 11,692 31,693
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15. Intangible assets

Intangible assets consist entirely of goodwill There were no additions to goodwillin the year Animpairment review was undertaken
as at 30 June 20%2 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 Impairment 15 necessary

16 Deferred tax assets and liabilities

Pension  Accelerated Other

scheme tax Property timing
defiat  depreciation revaluation differences Total
£'000 £'000 £'000 £'000 £'000
At 30 June 2010 4808 (202) (992) 3,231 6,845
(Charged)/credited 10 Income staterment (183} 39 - {461) {605)
(Charged)/credited to equity (1,417) - 71 - (1,348)
Exchange differences - - - 96 96
At 30 June 2011 3,208 (163) (921) 2,866 4,990
{Charged)/credited to income statement (577) 270 - (87) (394)
{Charged)/credited to equity (143) - 71 - {72)
Exchange d:fferences - - - (12) {12)
At 30 June 2012 2,488 107 {B50) 2,767 4,512

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

Asset Liability Total

£°000 £'000 £'000

At 1 July 2010 7,837 (992) 6,845

At 30 June 2011 5911 {921) 4,990

At 30 June 2012 5.362 {850) 4,512
All deferred tax assets and liabilities are analysed as non-current

17. Inventories

2012 2011

£'000 £°000

Raw matenals 3,188 3,115

Consumable stores 573 463

Work In progress 789 847

Finished goods 47,902 44,437

52,452 48,862

An amount of £1,188,000 has been credited (2011 £112,000 credited) to the income statement In respect of movements in
Inventory write-downs
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continued

18. Trade and other receivables

2012 20M

£'000 £'000

Trade recevables 28,725 25,631
Other recevables 762 725
Prepayments and accrued income 1,475 1,763
30962 32,119

All amounts within trade and other receivables are due within one year The farr value of amounts included trade and other
recevables approximates to bock value The maximum exposure to credit risk at the reporting date is the fair value of each class

of recervable The group does not hold any collateral as security

The group s trade recervables are stated after a provision for impairment of £2,817,000 (2011 £3,079,000) Other balances within
trade and other receivables do not contan impaired assets The provision for impairment against trade receivables 1s based on

specific risk assessments taking mnto account past default experience and 15 analysed as follows

2012 201
£'000 £'000
At T July 3,079 2,645
Exchange movernents (31) 37
(Credited)/charged to income statement — selling and distnbution costs (231) 397
2,817 3,079

As at 30 June 2012, trade recewvables of £7,400,000 (2011 £6,390,000) were past due but not impaired These relate to a number
of independent customers for whom there 1s no recent history of default The ageing analysis of these trade receivables 1s as follows

2012 201

£'000 £'000
Up to three months 7,139 6,118
Over three months 261 272
Total 7400 6,390
The maximum expasure ta credit nsk far trade and other receivables by currency was

2012 201

£'000 £'000
Sterling 8.471 7,850
Euro 10,302 11,787
Australian Dollars 3818 4,247
New Zealand Dollars 1,077 882
Norwegian Krone 655 906
US Dollars 2,239 1,922
Hong Kong Dollars 1,182 874
Other currencies 1,743 1,888
Total 29,487 30,356
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19 Derivative financial instruments

The group 1s exposed to foreign currency risk on sales and purchases that are denominated in a currency other than the functional
currency of the entity concerned The currencies giving nise to this nisk are vanous, but the most significant are US Dollar and Euro
Forward exchange contracts are used to manage this exposure to fluctuations i1n foreign exchange rates

The group hedges, using forward exchange contracts, transactions deneminated in a foreign currency which are not matched
agamst other transactions 1n 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 imbatances

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

The fair values have been calculated by applying (where relevant), for equivalent maturity profiles, the rate at which forward
currency contracts with the same principal amounts could be acquired at the balance sheet date

Changes in the fair value of forward exchange contracts for which no hedge accounting is applied or where the hedge 15 considered
ineffective are recognised In the income statement

Other than the use of forward exchange contracts as detalled above, the group does not make use of denvative financial
tnstruments

20. Cash and cash equivalents

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

The currency analysis of cash and cash equivalents 1s as follows

2012 2011

£'000 £'000
Sterling 34,259 25,825
Euro 1,547 5.866
Australian Dollars 1,458 1,555
New Zealand Dollars 74 126
Norwegian Krone 379 550
US Dollars 1,277 657
Other currencies (290) (548)

Total 38,704 34,031
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Notes to the Group Accounts

continued

21. Trade and other payables

202 20m
£'000 £000
Amounts falling due within cne year
Trade payables 27,821 31,333
Value added, payrcll and other taxes 2,564 2,081
Other payables 1,447 2,003
Accruals 17.813 15,305
49,645 50,722
Amounts falling due after more than one year
Other payables 456 433
The fasr value of amounts included in trade and cther payables approximates to book value
22. Borrowings
2012 201
£'000 £'000
Non-current habibities
Preference shares 200 200

Alt sterms included within borrowings are denominated in pounds sterling

The cumulative preference shares have no fixed repayment date They are not listed and therefore no market price 15 availabte At
30 June 2012 and 30 june 2011 the fair value of the preference shares was not matenally different from their book value
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23. Retirement benefit obligations

Within the UK the group operates a pension scherne of the defined benefit type which was closed to new members with effect
from Apnl 2002 The assets of the scheme are held in separate trustee admiristered funds In addition some employees both in the
UK and overseas are provided with retirerment benefits through defined contribution arrangements The accumulated total accrued
pensian for the highest paid director 1s £85,686 and the transfer value of this accried benefit as at 30 June 201215 £1 10 million

Disclosures relating to defined benefits are as follows

2012

Principal actuanial 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 penston increases

Rate of inflation = RPI
—CPI

Future expected lifetime of current pensioner at age 65

Male born in 1947
Female born in 1947

Future expected Wfetime of future pensioner at age 65

Male born 1n 1967
Fermale born in 1867

485%
655%
145%
220%
220%
145%

22 Q years
24 8 years

23 0 years
259 years

201

570%
795%
270%
315%
320%
2 70%

214 years
24 3 years

22 5 years
252 years

The expected return on plan assets 15 based on market expectations at the beginning of the year for returns over the entire ife of

the benefit obligations

Amounts recognised in the balance sheet
Present value of funded obligations

Fair value of scheme assets

Net liability before deferred taxation

Related deferred tax asset

Net tiabdity after deferred taxation

Amounts recogrised in the income staternent

Current service cost
Interest on obligations
Expected return on scherme assets

Armounts recognised in the statement of comprehensive income

Actual return less expected return on scheme assets

Changes in assumptions underlying the present value of the scheme liabilities
Gamn due to automatic change to CPI for statutory revaluation

Deferred tax

The actual return on the scheme assets in the year was a £2,415,000 loss (2011

2012 2011
£'000 £'000
(53,630) (57.307)
43,263 44969
(10,367) (12,338)
2,488 3.208
(7.879) (9,130)
2012 2011
£'000 £°000
(624) (642)
(3.227) (3032)
3,544 3,065
(307) (609)
2012 2011
£000 £000
(5959) 3,324
5522 (38)
- 841
(437) 4,127
(143) (1,417)
(580) 2,710

£6,389,000 gain)
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Notes to the Group Accounts

continued

23. Retirement benefit obligations (continued)

2012 201
£000 £000
Changes in the present value of the scherme assets
Opening farr value of schemne assets 44,969 390N
Expected return on scherme assets 3,544 3,065
Actuarial (losses)/gains {5.959) 3324
Employer contributions 2,715 1,314
Employee contnbutions 324 328
Benefits paid {2330 (2,073)
43,263 44,969
2012 20M
£'000 £'000
Changes In the present value of the scheme obligations
Cpening defined benefit obligations 57,307 56,181
Service cost 624 642
Interest cost 3,227 3,032
Employee contributions 324 328
Actuarial (gains)/losses (5.522) 38
Benefits paid (2,330) (2,673}
Gan due to automatic change to CPI for statutory revaluation - {841}
53,630 57,307
Major categories of scheme assets as a percentage of total scheme assets
2012 2011
Equities 876% 808%
Bonds 45% 122%
Property 32% 27%
Cash 47% 43%
History of scheme
2012 20Mm 2010 2009 2008
£'000 £'000 £'000 £'000 £'000
Defined benefit obligation (53.630) (57.307) (56,181) {50,750) (54,333)
Fair value of scheme assets 43,263 44,969 39,011 35,188 41,828
Net deficit (10,367) (12,338) (17,170) (15,602) {12,505)
Expenence adjustments on scheme assets (5,959) 3,324 4,183 {(9.814) {7.382)
Experience adjustments on scheme liabilities 5,522 803 {7.397) 5867 1,057

The curnulatve amount (net of tax) recognised i the statement of comprehensive income since 1 July 2006 15 £3,549,000 loss

{2011 £2,969,000 loss}

Normal company contnbutions of £1,252,000 are expected to be paid into the scheme dunng the year ended 30 June 2013
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24. Share capital

Ordinary shares 2012 20N 2012 20M
Number Number £'000 £'000
Authorised
Ordinary shares of 5p each 200,000,000 200,000,000 10,000 10,000
B ordinary deferred shares of 1p each 25,000,000 25,000,000 250 250
Allotted, 1ssued and fully paid 2012 201 2012 2011
Number Number £000 £'000
At 1 July ordinary shares of 5p each 104,002,044 51,871,434 5,200 2,594
Bonus issue of ordinary shares of Sp each - 51941434 - 2,597
Other ordinary shares of 5p each 1ssued 375,864 189,176 19 9
Ordinary shares of 5p each purchased for cancellation (1,087,064) - {55) -
At 30 June ordinary shares of 5p each 103,290,844 104,002,044 5,164 5200
Ordinary B shares of 1p each at 1 July 2011 and 30 June 2012 16,042,530 16,042,530 160 160
Total allotted, 1ssued and fully paid 5324 5360

On 5 December 2011 1,087,064 ordinary shares of 5p each were purchased for cancellation under a tender offer at a price of

474 28p amounting to £5,155,727

The group also has preference shares n 1ssue as detarled below which are required, under accounting rules, to be disclosed as

financial instruments within creditors Full detalls of these are given in note 8 of the financsal staternents of the company

Preference shares 2012
£'000

Authorised

9,265,580 C preference shares of 60p each 5,559

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

20m
£'000

5,559
200

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

200

The respective rights of each class of shares are detailed in note 8 of the financial statements of the company
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Notes to the Group Accounts

continued

24. Share capital (continued)

Issue of ordinary shares and number of ordinary shares under option

Under the terms of the executive share option scheme approved on 3 December 1998, aptions were exercised on 375,864 shares
duning the year No further aptions were granted during the year Detals of those options still outstanding are as follows

Exeraise Number lssued/ Number

Date of Date Date of price b/fwd at  Exercised (lapsed)  cffwd at

Director’s name grant  exercisable expiry (pence) 0107 M In year In year 300612
G Halstead 4May 05 3May08 3 Mayl5s 128125 60,000 - - 60,000
9 Jan 06 8 Jan 09 8 jan 16 177125 40,000 - - 40,000

4 Jut 07 3 jul 10 Iy 289425 80,000 - - 80,000

6 Oct 08 50ct 11 5Cct 18 210 50C 30,000 - - 30,000

M Halstead 4 Jut 07 3Jul10 3 Jul17 289 425 80,000 - - 80,000
30 Jan 08 29 Jan 11 29 fan 18 243085 100,000 (100,000) - -

60t 08 50ct 11 50ct 18 210 500 40,000 - - 40,000

G R Oliver 4 jul 07 3Jul 10 3y 289425 80,000 - - 80,000
30 Jan 08 29 Jan 11 29 jJan 18 243085 100,000 (100,000) - -

& Qct 08 50ct 11 50ct 18 210 500 40,000 - - 40,000

E K Lotz 6 Cct 08 50ct 11 50ct 18 210500 30,000 - - 30,000
Total — directors 680000  (200,000) - 480,000
Exercise Number Issued/ Number

Date of Date Date of price b/fwd at Exercised {lapsed) cffwd at

Employees grant  exercisable expiry {pence) 0107 11 n year In year 300612
9Jan06  8)an09  8Jan16 177125 40,000 - - 40,000

4 jul 07 3ul 10 Jjul17 289425 149,824 (65.734) - 84,090

60ct08 50ct11  50ct18 210500 360000  (110,130)  (15000) 234,870

Total — employees 549,824  (175.864) (15,000} 358,960
Grang total 1229824 {375,864} {15,000} 438,960

The market price of the shares at 30 June 2012 was 545 00p (2011 478 38p)

The share price dunng the year ranged from 410 25p to 545 G0p




43

24. Share capital {continued)

Issue of ordinary shares and number of ordinary shares under option {continued)
The average share price at the date on which options were exercised in the year was £4 76
At 30 June 2012 there were 838,960 (2011 729,824) share options exercisable at a weighted average price of £2 32 (2011 £2 51)

Aggregate gains on the exercising of share options by directors in the year amounted to £473,830 (2011 £196,392) of which
£236,915 related to the highast paid director Options were exercised over 96,000 shares in the year to 30 June 2011

A summary of movements in numbers of share options 1s as follows

Average

Number of exercise

options price (£)

At 30 June 2010 1,488,000 238
Exercised in the year (259,176) 255
At 30 June 2011 1,229,824 235
Exercised in the year (375,864) 242
Lapsed In the year (15,000) 210
At 30 June 2032 838,960 232

Share based payrments

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 Details of such options are given above The group has calculated the fair value of the options at
the date of grant using the Black Scholes model The following table lists the iputs into the model for the year ended 30 June

2011

Expected life of option 3 years

Expected share price volatility 18%-20%

Expected dividend yield 58%-87%

Risk free nterest rate 20%-4 4%

Exercise prices 128 125p-289 425p

An expense based on the fair value calculated at the date of grant as detaled above Is recognised in the profit and loss account
over the vesting perrod of the options There was no share based payment expense for the year ended 30 June 2012

25. Share premium account

2012 2011

£'000 £'000
AL July 1,084 3031
Share options exercised 890 650
Bonus 1ssue - (2.597)
At 30 June 1974 1,084
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Notes to the Group Accounts

continued

26. Retained earnings

At 7 uly

Profit for the year

Share based payment expense

Actuartal gain/{loss) (net of deferred tax)
Deferred taxation — change of rate
Equity dividends paid

Shares purchased for cancellation

At 30 June

27. Other reserves

At 30 June 2010
Fair value adjustments
Exchange rate adjustments

At 30 June 2011

Fair value adjustments

Exchange rate adjustments
Shares purchased for cancellation

At 30 june 2012

28. Cash inflow from operations

Operating profit

Depreciation

Profit on sale of property, plant and equipment
Increase in Inventories

Increase in trade and other recevables
(Decrease}/increase n trade and other payables
Share-based payment expense

Retirement benefit obligations

Changes in fair value of financial instruments

2012 201
£'000 £'000
65839 49,997
30,531 27,465
- 7
(580) 2710
Al 71
(15,381} {14,411)
(5.1586) -
75324 65,839
Caprtal Currency
redermption Hedging translation
reserve reserve reserve Total
£°000 £'000 £000 £'000
6,279 710 4071 11,060
- {911) - (811)
- - 3219 3,219
6,279 (201) 7,290 13,368
- 144 - 144
- - (1.851) {1.851)
55 - - 55
6,334 (57) 5439 1,716
2012 2011
£'000 £'000
42,273 38,310
3,524 3,283
(108) (52)
(5,221) (10,305)
(1.080) (1,123)
(73) 3472
- 7
(2.091) (672)
67 24
37.251 32,944
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29. Commitments

2012 201
£'000 £000
Caprtal commitments
Contracted for but not incurred — property plant and equipment - 450

Operating lease commitments
The group leases various warehouses and items of plant and equipment under non-cancellable leases aver various penads The
future mimimum aggregate lease payments under non-cancellable operating leases are as follows

2012 2012 20M 2011

Land and Land and
buildings Other buildings Other
£'000 £000 £000 £'000
Not later than one year 1,684 921 1077 720
Later than cne year and nat later than five years 7423 1,438 2,741 1,634
Later than five years 3,049 1.753 678 -
12,156 4112 4,496 2,354

30. Fmnancial instruments

For cash and cash equivalents and trade and other payables and recervables the fair value approximates to their book value due to
the short matunty profile of these financial instruments On receivables, allowances are made within the book value for credit nsk
The fair value of forward exchange contracts 1s determined by reference to spot rates adjusted for the forward paints to the contract
value date

The book values and fair values of financial instrurments are set out below

2012 2012 201 2011
Book value Fair value Back value Fair value
£'000 £000 £'000 £'000
Current
Trade and other recevables 29,487 29,487 30,356 30,356
Forward exchange cantracts (see note 19) 1,667 1,067 18 18
Cash and cash equivalents 38,704 38,704 34,031 34,031
Trade and other payables (47,081) (47.081) {48,641) (48,641)
Forward exchange contracts (see note 19) (654} (654) (1.824) {1.824)
Total 21,523 21,523 13,940 13,940
Non-currrent
Borrowings {200) (200) (200) (200)

Other than forward exchange contracts which are categonsed as dervative instruments, all financial assets are categorised as loans
and recewables and all financial labilities are categorised as financial abilities measured at amortised cost

The nominal values of the forward exchange contracts outstanding at the year end are disclosed 1n note 12 of the financial
statements of the company
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Notes to the Group Accounts

continued

30. Financial instruments (continued)

The following table provides an analysis of financial instruments that are measured subsequent to Iniial recognition at fair value
IFRS 7 requires that these be grouped into Levels 1 to 3 based on the degree to which the fair value 15 observable All items in the
table below are categonsed as Level 2 which, as defined by IFRS 7, refers to those iterns whose fair value measurement 15 derved
from inputs other than that are observable for the asset or lability either directly or indirectly

2012 20M

£'000 £000

Forward exchange contracts at fair value through profrt and loss account 208 (166)
Forward exchange contracts at fair value through hedging reserve 205 (1,640)
413 (1,806)

Sensitivity analysis

The group’s principal exposures in relation to market risks are to changes in the Euro exchange rate against sterling and to changes
i UK 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 in sterling (nterest rates waould lead to an increase or decrease 1n post-tax earnings of
£255,000 (2011 £187,000) The table below detalls the notional impact of changes in the Euro exchange rate against sterling on
the group's post-tax profit and equity The gains and losses arise from the translation of recevables, payables, cash and forward
exchange contracts which are denominated 1 currencies other than each subsidiany’s reporting currency

2012 2012 2011 2011
Post-tax Post-tax
profits Equity profits Equity
£'000 £'000 £'000 £000
Euro 5% stronger against sterling (33) (33) 27 (22)
Eurc 5% weaker against sterling 30 3C (24) 20

31. Group companies

The following information is not a complete Listing of all group companies as at 30 June 2012, but includes only those companies
principally affecting the profits or assets of the group

Proportion

Country of owned by

Incorporation and the group

Name of subsidiary operation {%)
*Polyflor Limited England 100
*Riverside Floonng Limited England 100
Halstead Flooring International Limited England 100
*Phoenix Distnbutian (NW) Limuted England 100
Halstead Flooring Concepts Pty Limited Australia 100
*Polyflor Australia Pty Limited Australia 100
*lames Halstead Flooring New Zealand Limited New Zealand 100
*Objectflor Art und Design Belags GmbH Cermany 100
*Karndean International GmbH Germany 100
*Falck Design AB Sweden 100

* The activities of these trading substdiaries are described In the chief executive’s review on page 2
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32. Exchange rates

The currency exchange rates used to translate the results, assets and biabilities of foreign subsidiaries were

2012

Average

Euro 118
Australian dollars 154
New Zealand dollars 197
Swedish Krona 1066

33. Related parties

2012
Closing

124
153
195
1083

201
Average

117
161
210
1065

20M
Closing

111
150
194
1013

Transactions between the company and its subsidiaries have been eliminated on consolidation and are not disclosed in this note

The group’s contnbutions to the defined benefit pension scheme are disctosed in note 23

Details of other refated party transactions for the group are shown in the Directors’ Report, Board Report on Remuneration and 1n

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

2003
UK
CGAAP

Revenue 99,775

2006 2007 2008 2009

UK

GAAP IFRS IFRS IFRS

126,024 137,252 158,740 169,263

Profit (befare exceptronal
Items) 12,211
Exceptionat items* -

17,481 23499 29857 32997

17,481 23499 29857 32997

(5,647} {7.657) (9,502) (87146) (10072} (11,012) (12.176)

Profit before income tax 12211
Income tax (3.646)
Profit after income tax 8,565

11,834 15842 20,355 24,851

Unless otherwise stated all amounts are in £ thousands

Underlying/headline

earnings per 5p share** B41p 1190p 1555p 1985p 2415p 2484p 2644p 2945p
Net dividends paid

per ordinary share of 5p*** 353p 532p 663p 875 1088p

Drvidend cover based on

dwidends paid and

underlying/headtine earnings

per share of Sp 238 224 235 227 222

* Relates to the sale of Belstaff International Lirmited plus a number of brands and tradernarks in the year ended 30 June 2004

**  For 2002 to 2006, undertying/headline earnings per share 1s as defined In the notes to the accounts for the relevant year For
2007 onwards underlying/headline eamings per share and basic earning per share are the same Figures for previous years
have been restated to take account of the twa for one share i1ssue in the year ended 30 June 2006 and the one for one share
1ssue In the year ended 30 June 2011

***  Net dividends per ordinary share have been restated for previous years on a paid basis in accordance with FRS 21 and to
take account of the two for one share 1ssue in the year ended 30 June 2006 and the one for one share i1ssue in the year
ended 30 June 2011 Special dividends are not included

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

Figures for years erded 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 wauld have been the re-allocation of settlement and velume discounts to revenue, with no impact

on prefit before Income tax and the removal of the amortisation of goodwill

186,424 213,944 226335

38477 42,707

38477 42,707
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Company Balance Sheet

as at 30 June 2012

Note
Fixed assets
Tangible fixed assets 2
Investments
Current assets
Debtors 4
Cash at bank, n hand and on short-term deposit 12
Creditors — amounts falling due within one year 6
Net current assets
Total assets less current Liabilities
Creditors — amounts falling due after mere than one year 7
Capital and reserves
Equity share capital
Equity share capital (B shares)
Called up share capital 8
Share premium account )
Capital redemption reserve 10
Profit and loss account 11

Total shareholders’ funds

2012 2011
£'000 £'000
5,904 5,462
20,008 20,093
26,002 25,555
37,989 34,377
24,457 18,788
62,446 53,165
{15,336) {(11,718)
47,110 41,447
73,112 67,002
{200) (200)
72,912 66,802
5,164 5,200
160 160
5.324 5,360
1,974 1,084
6,334 6,279
59,280 54,079
72912 66,802

The financial statements were approved and authonsed for 1ssue by the board and were signed on 1ts behalf on 28 September 2012

M Halstead G R Olwver
Director A Director
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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 prepared under the histoncal cost convention (as modified by the calculstions
of the charge for share-based payments which are based on farr value) and in accordance with the Companies Act 2006 The
company continues to prepare its financial statements in accordance with United Kingdom Generally Accepted Accounting
Principles {Lik GAAP) The directors consider that the accounting policies set out below are applicable, are supported by reasonable
judgements 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 camparty has taken advantage of the legal dispensation contained in Section 408 of the Comparies Act 2006 allowing 1t not
to publish a separate profit and loss account and related notes

Dividends

Interim dividends are recogrised when they are paid Final dividends are recognised when they are approved by the company s
shareholders

Share based payments

The company grants share options to certain James Halstead group employees An expense n relation to such options, based on
therr fair value at the date of grant, is recognised over the vesting period The company uses the Black Scholes model for the purpose
of computing fair value

Leases

Leases in which a sigrificant partion of the risks and rewards of ownerstup are retained by the lessar are accounted far as operating
leases Payments made under such leases are charged to the income statement on a straight line basis over the periad of the lease

Tangible fixed assets

Fixed assets are stated at cost, which includes the costs of transport, installation and commuissioning Interest 15 not capitalised
Depreciaticn of freehold bulldings has been calculated at a rate of 2% of cost or valugtion No depreciation has been provided in
respect of the company’s interests in land or for assets in the course of canstruction Depreciation of plant, machinery and
equipment 1s provided mainly on the straight line method and has been calculated at appropriate rates varying between 5% and
40% as determined by reference to the anticipated life of each asset

Investrments

Investments :n subsidiaries are stated at cost less provision for impairment in value
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1. Accounting policies (continued)

Deferred taxation

In accordance with FRS 19, deferred tax 1s provided in full on timing differences which result 1n an obligation at the balance sheet
date to pay more tax or a right to pay less tax, at a future date, at rates expected to apply when they crystallise based on current
tax rates and law Timing differences anse from the inclusion of items of income and expenditure In taxation computations in
perods different from those in which they are included in financial statements Deferred tax 1s not provided on tming differences
ansing on unremitted earnings of subsidiaries where there 15 no commitment to rermit these earnings

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

Pension scheme arrangements

The company operates a defined benefit scheme (which was closed to new members with effect from Apnl 2002) The company
also operates a defined contribution scheme for those employees who prefer this option or who are unable to join the defined
benefit scheme Executive directors Mr M Halstead and Mr G R Olver are members of the defined benefit scheme and total
company pension contnbutions in the year were respectively £25,554 and £23,799 As the company 15 unable to identify its share
of the underlytng assets and liabilities of the defined benefit scheme on a consistent and reasonable basis, the company accounts
for the scheme as though 1t were a defined contnbution scherme Accordingly the amount charged to the profit and toss account 1s
the contribution payable w1 the year to both the defined benefit and defined contnbution schemes Differences between
contributions payable in the year and contributions actually 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 2011 8,545 212 8,757
Additions 527 103 630
Group transfers - 152 152
At 30 June 2012 §,072 467 9,539
Depreciation
At 30 June 2011 3117 178 3,295
Charge for the year 231 21 252
Group transfers - 88 a8
At 30 June 2012 3348 287 3635
Net book value
At 30 june 2012 5724 180 5904

At 30 June 2011 5428 34 5462
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Notes to the Financial Statements of the Company

continued

3. Investments

Shares in Loans to  Total interests
substdiary subsidiary  1n subsidiary
undertakings  undertakings  undertakings
£000 £000 £'000
Cost
At 30 Jure 2011 28,233 1,260 29,493
Additions S - 5
At 30 June 2012 28,238 1,260 25,498
Provision for ympairment
At 30 June 2011 9,400 - 9,400
At 30 June 2012 9,400 - 9,400
Net book value
At 30 June 2012 18,838 1,260 20,098
At 306 June 2011 18833 1,260 20,093

At 30 June 2012, the company held directly and indirectly 100% of the equity and voting nghts of the following undertakings

Proportion

owned by

Country of the parent

Incorporation company

Narne of subsidiary and operation (%)
Polyflor Limited England 100
Riverside Floonng Limited England 100
Halstead Floonng International Limited England 100
JHL Limited England 100
Titan Leisure Group Limited England 100
Titan CPL Limuted England -
Phoenix Distribution (N W) Lirnited England -
Halstead Floonng Concepts Pty uirmited Australia 100
Polyflor Australia Pty Limited Australia -
james Halstead Flocring New Zealand Limited New Zealand -
Polyflor Canada Inc Canzada 100
Obyjectflor Art und Design Belags GrmbH Germany 100
Karndean Internattonal GmbH Germany -
lames Halstead France SAS France 100
Falck Design AB Sweden -

Shares
at cost
£000

3,000

28,238
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4. Debtors

Trade debtors

Amounts owed by group undertakings
Deferred tax assets (note 5)

Cther debtors

Prepayments and accrued income

5. Deferred taxation

Accelerated capital allowances
Short-term timing differences

Opening balance
Charge to profit and loss account

Closing balance

6. Creditors — amounts falling due within one year

Trade creditors

Amounts due to group undertakings
Corporation tax payable

Other taxation and social secunty
Other creditors

Accruals and deferred income

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

Preference shares

2012 2011
£'000 £'000
266 81
37,044 33,445
531 588
75 75
73 188
37,989 34,377
2012 201
£'000 £°000
(4) 13
535 575
531 588
588 1,111
(57) (523)
531 588
2012 2011
£/000 £'000
704 723
9,276 6115
246 384
177 100
- 398
4,933 3,998
15,336 11,718
2012 2011
£'000 £/000
200 200
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Notes to the Financial Statements of the Company

continued

8. Share capital

Ordinary shares 2012 201 2012 2011
Number Number £'000 £'000
Authorised
Ordinary shares of 5p each 200,000,000 200,000,000 10,000 10,000
B ordinary deferred shares of 1p each 25,000,000 25,000,000 250 250
Allotted, ssued and fully paid 2012 2011 2012 2011
Number Number £'000 £'000
At 1 July ordinary shares of 5p each 104,002,044 51,871,434 5.200 2,594
Bonus issue of ordinary shares of 5p each - 51,941,434 - 2,597
Cther ordinary shares of 5p each 1ssued 375,864 189,176 19 9
Ordinary shares of 5p each purchased for cancellation (1,087,064} - {55) -
At 30 june ordinary shares of 5p each 103,250,844 104,002,044 5,164 5,200
Crdinary B shares of 1p each at 1 July 2011 and 30 june 2012 16,042,530 16,042,530 160 160
Total allotted, 1ssued and fully paid 5324 5,360

On 5 Decemnber 2011 1,087,064 ordinary shares of 5p each were purchased for cancellation under a tender offer at a price of

474 28p amounting to £5,155,727

The group also has preference shares as detailed below which are required, under accounting rules to be disclosed as financial

instruments witbun creditors

Preference shares

Authonsed
9,265,580 C preference shares of 60p each
200,000 5 5% preference shares of £1 each

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

2012 20M
£'000 £'000
5,559 5,559
200 200
200 200

Shareholders approved a proposal for the return of capital (“return of capital”) at an extraordinary general meeting on & Decermber
2004 This 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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8.  Share capital (continued)

The B shares were 1ssued 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 (2) elected 1o recewe B shares or {b) elected to receve C shares, but whose allocabon was scaled back
according to the restriction on the number of C shares available for 1ssue Following the 1ssue of the B shares, holders received a
single dividend of 60p for every B share held, after which all B shares were autormatrcally converted into deferred shares These
shares are not listed, have extremely limited rights and are of negbgble value

The 5 5% (2011 5 5%) cumulative preference shares of £1 shall confer on the holders therecf the nght to receive in priarity 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
curulative preferential dvidend at the rate of 55% (2011 5 5%) per annurn on the capital for the time being paid up thereon and
the night In the event of a winding up, m priority to all other shares in the capnal of the company, to repayment of the capital pad
up thereon together with a premium of 5p per share and a sum equivalent to any arrears and accruals of the said fixed cumulative
preferential dnndend thereon {whether earned or dectared or not) calculated up to the date of such repayment of capital but shall
not confer any further nght to participate in profits or assets of James Halstead plc

The company shall not be at liberty to create or 1ssue any further share ranking in prionty to or pant passu with the preference
shares without the consent in writing of the holders of three-fourths of the 1ssued preference shares or the sanction of an
extraordinary resolution of the holders of such preference shares passed at a separate general meeting of such holders The
preference shares shall not confer upon the holders thereof the nght to attend or vote at any general meeting of the company or
to recewve natice thereof, unless either

{1} At the date of the notice convening the meeting the fixed cumulative preferential dvidend on the preference shares 15 5ix
months in arrears and then so long only as such dividend shall remain unpaid, and so that for this purpose the dividend on the
preference shares shall be deermed to accrue due and be payable by equal half-yearly instalments on 30 June and 31 December in
every year, or

(v} The business of the meeting includes the consideration 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 halders thereof to receive 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 a holder
thereof, ar his proxy, to vote only for every preference share held by him

9  Share premium account

2012 2011

£000 £000
At 1 July 1,084 3,031
Share options exercised 830 650
Bonus Issue - (2.597)
At 30 June 1974 1,084
10. Capital redemption reserve

2012 201

£'000 £'000
At 1 July 6,279 6,279
Shares purchased for cancellation 55 -

At 30 June 6,334 6,279
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Notes to the Financial Statements of the Company

continued

11  Profit and loss account

2012 2011

£'000 £'000
At 1 fuly 54,079 40,179
Profit for the year 25,738 28,304
Share-based payment transactions - 7
Equity dividends paid (15,381) {14,411}
Shares purchased for cancellation (5,156) -
At 30 June 59,280 54,079

The company has taken advantage of section 408 of the Companies Act 2006 and has not included 1ts gwn profit and loss account
in these financial statements The company's profit for the financial year was £25,738,000 (2011 £28,304,000) Charged against
this profit are the salaries of Mr G Halstead, £156,668, Mr M Halstead, £298,000, Mr G R Olwver, £272,500, Mr J AWIld, £28,900
Mr E K Lotz, £50,847 and Mr S D Hali, £10,000

12. Financial instruments

A fuil description of the James Halstead ple group's treasury policy 1s contained in the financial director’s review on page 5

FRS 13 "Dervatives and Other Financial Instruments disclosures” requires certamn disclosures in respect of financial assets and
liabibties and these are set out below

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

(1) Preference shares

The preference shares in1ssue are fully descnbed in note 8 The preference shares have no fixed repayment date The book value of
the preference shares in issue at 30 June 2012 was £200,000 {2011 £200,000) At 30 June 2012 and 30 June 2011 the farr value
of the preference shares was not matenally different 1o thew book value Under the requirements of FRS 25 the preference shares
are included n creditors

() Currency and interest rate profile of financial assets
Book and fair values
of bank balances,
deposits, balances
and cash i hand

2012 201
£000 £'000
Sterling {Including sterling equivalent of UK foreign currency balances) 24,457 18,788

All balances are current accounts or overnight deposits and m all cases interest rates are floating and are based on relevant natronal
bank base and deposit rates

For the purposes of managing the James Halstead group’s currency exposures, the company operates bank accounts in certain
foreign currencies with its UK clearing banks some of which are generally operated as overdrafts Cash at bank and 1n hand in the
company balance sheet 15 shown net of overdrafts in ine with the company's arrangements with its bankers
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12. Financial instruments (continued)

{m) The management of the currency nisk for the James Halstead plc group as a whole 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
fluctuations in forward exchange rates The vast majenty of the group’s forward contracts and all of its foreign currency bank
accounts used for this purpose are managed by and are in the name of the holding company, James Hatstead plc The vast

majority of the transactions the value of which are exposed to exchange rate fluctuations are not those of the company but of 115
subsidiaries 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/{babilities) within the balance sheet were

Australian Dollars
Canadian Dollars
furo

Hong Kong Dollars
New Zealand Dollars
Norwegian Krone
US Dollars

Others

The nominal values of forward exchange contracts outstanding at the year end, were as follows

Contracts to sell
Australian Dollars
Canadian Dollars
Euro

Hong Kong Dollars
New Zealand Dollars
Norwegian Krone
US Dollars

Others

Contracts to sell Eura/buy US Dollars

2012 20M
£000 £000
(349) 43
(46) (264)
(659) 893
(144) {29)
(57) (159)
(228) (126)
1,026 521
(475) (611)
{932) 268
2012 2011
£000 £'000
3273 10,203
873 1,267
4,103 4,428
1,636 1,441
1,421 1,550
1,476 1,405
1,036 1,059
1,831 2,493
15,649 23,846
13,636 23617
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Notes to the Financial Statements of the Company

continued

12. Financial instruments (continued)

The fair values of forward exchange contracts outstanding at the year end were as follows

2012 2011
Asset/(hability) Asset/(lability)
£'000 £'000
Contracts to sell
Australian Dollars (69) (531)
Canadian Dollars (2) (26)
Euro 13 (127)
Hong Kong Dollars (7) 12
New Zealand Dollars (51) (121}
Norwegian Krone 19 (67)
US Dollars 17 (1)
Others (20) (69)
(100} (928)
Contracts to sell Euro/buy US Dollars 513 (871)
13. Reconcihiation of movements in shareholders’ funds
2012 201
£000_ £'000
Profit for the financial year 25,738 28,304
Equity dividends paid (15,381) (14,411)
Shares purchased for cancellation {5.156) -
FRS 20 share optton charge - 7
New share capital subscribed 909 659
Net increase in shareholders’ funds for the financial year 6110 14,559
Opening equity shareholders’ funds 66,802 52,243

Closing equity shareholders’ funds 72912 66,802
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Shareholder Information

Financial calendar

Annual general meeting 7 December 2012 (see notice of meeting on pages 61 to 63)

Announcement of results
For the half year March

For the full year September/October

Dividend payments

Ordinary 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

Informaticn concerning the day-to-day movernent of the share price can be found 1n The Financial Times, The Times and The Daily
Telegraph

Shareholder analysis*
Number of Number of

holders shares

By size of holding
1-10,000 2,401 6,581,323
10,001-50,000 464 9,504,622
50,001-250,000 109 11,807,075
250001 and over 57 75,407,824
3,031 103,300,844

Number of Number of
holders shares %
By category

Banks and nominee compantes 838 34,229,286 3313
Other hmited companies/corporate bodies 47 730,980 07N
Miscellaneous bodies/pension funds 12 113,154 0N
Private individuals 2,127 68,195,743 6602
Investrment trusts and funds 7 31671 003
3031 103,300,834 10000

*as at 14 September 2012
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Share Fraud Warning

Share fraud includes scams where investors are called out of the blue and offered shares that often tum out to be warthless
or nan-existent, or an inflated price for shares they own These calls come from fraudsters operating in ‘boiler rooms’ that are
mostly based abroad

While high profits are promised, those who buy or sell shares in this way usually lose their money

The Financial Services Authonty {FSA} has found most share fraud victims are experienced investors who lose an average of
£20,000, with around £200m lost In the UK each year

PROTECT YOURSELF

If you are offered unsclicited investment advice, discounted shares, a prerrium price for shares you own, or free company or
research reports, you should take these steps before handing over any money

1 Cet the name of the person and organisation contacting you
2 Check the FSA Register at www fsa gov uk/fsaregister to ensure they are authorised
3 Use the detalls on the FSA Register to contact the firm

4 Call the FSA Consumer Hetptine on 0845 606 1234 If there are no contact details on the Register or you are toid they
are out of date

5 Search our list of unauthorised firms and individuals to avoid doing business with
6 REMEMBER f 1t sounds too good to be true, it prabably is!

If you use an unauthonsed firm to buy or sell shares or other investments, you will not have access to the Financial
Ombudsman Service or Finandal Services Compensation Scheme (FSCS) if things go wrong

REPORT A SCAM

If you are approached about a share scam you should tell the FSA using the share fraud reporting form at
www fsa gov uk/scams, where you can find out about the latest investment scams You can also call the Consumer Helpline on
0845 606 1234

If you have already paid money to share fraudsters you should contact Action Fraud on

0300 123 2040.
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the NINETY SEVENTH ANNUAL GENERAL MEETING of the company will be held at the
Holiday Inn Hotel, 1 Higher Bridge Street, Bolton, BL1 2EW on 7 December 2012 at 12 Noon for the following purposes

Ordinary Business

1

To receve and adopt the report of the dwrectors and the statement of accounts for the year ended 30 June 2012
together with the report of the auditors

To declare a final dividend on the ordinary shares in the capital of the company for the year ended 30 June 2012
To re-elect Mr G Halstead who 15 retinng by rotation under the articles of association as a director

To re-elect Mr M Halstead who 15 retiring by rotation under the articles of association as a director

To re-elect Mr S D Hall as a director in accordance with the articles of association

To re-appoint KF {UK) LLP as auditors of the company and authorse the directors ta fix their remuneration for the
ensuing year

Special Business

To consider and, if thought fit, pass the following resolutions of which resolutions 8, 9 and 10 shall be propased as ordinary
resolutions and resolutions 7, 11 and 12 will be proposed as special resolutions

7

That in accordance with paragraph 42(2)(b) of Schedule 2 of the Companies Act 2006 (Commencement No 8,
Transitional Provisions and Savings) Order 2008, the restriction on the authorised share capital of the company set
out In article 6 of the memorandum of assaciation of the company, which by virtue of section 28 of the Companies
Act 2006 1s treated as a prowision of the company's articles of association, 1s hereby revoked and deleted and article
2 2 of the articles of association of the company (authorised share capital) as amended by any shareholder resoluticns
passed to increase the authonsed share capital 1s hereby revoked and deleted and the remaining provisions of the
company'’s articles of association shall be renumbered accordingly

That, subject to the passing of the special resolution numbered 7 above, the directors be and are hereby authonsed,
pursuant to article 36 2 of the articles of association of the company, te capitalise an amount, being part of the amount
standing to the credit of the capital redemption reserve of the company, equal to the aggregate nominal value of the
ordinary shares of 50p each In the company In Issue at close of business on 10 January 2013 ("Record Date"}, and
accordingly that the Directors be authorised and directed to appropriate such sum to the members who are, at the
Record Date, registered as the holders of the issued ordinary shares of 5 Op each in the capital of the company in the
same proportions 10 which such sum would have been dwasible amongst themn if 1t were distributed by way of dwvidend
and to apply such sum on their behalf in paying up in full new ordinary shares of 50p each and allot such ordinary
shares credited as fully pard to those members in the proportion of one new ordinary share for each existing ordinary
share held on such date and so that such new ordinary shares shatl rank parr passu in all respects with the existing
ordinary shares of 50p each but shall not rank for the proposed final dividend of the cempany of 11 0p per ordinary
share In respect of the financial year ended 30 June 2012 or for any other dividend declared prior to the Record Date

That, subject to the passing of the ordinary and special reselutions numbered 10 and 11 below, the directors be and
they are hereby authorised, pursuant to article 35 14 of the company’s articles of association

() to exercise the power contained In articte 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 50p each in the capital of the company,
credited as fully pard, instead of all or part of any interm or final dwvidends which shall be declared before the
conclusion of the next annual general meeting of the company after the passing of this resolution, and

() to capitalise the approprate amount of new ordinary shares falling to be allotted pursuant to any elections made
as aforesaid out of profits, or sums standing to the credit of any share premium 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 entitlements
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Notice of Annual General Meeting

continued

10

11

12

That (n substitution for all existing and unexercised authonties and powers, the directors of the company be and they
are hereby generally and unconditionally authorised for the purpose of section 551 Companies Act 2006 {the "Act”)
to exercise all or any of the powers of the company to allot shares of the company or to grant nights to subscribe for,
or to convert any security Into, shares of the company (such shares and nghts being together referred to as "Relevant
Securities”) up to an aggregate norminal value of £8,608,059 to such persons at such times and generally on such
terms and conditions as the directors may determine (subject always to the articles of association of the company)
PROVIDED THAT this authonty shall, unless prevtously renewed, vanied or revoked by the company 1n general meeting,
expire at the conclusion of the next annual general meeting or on the date which 15 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 securities or equity secunties (as
the case may be) to be allotted after the expiry of such period and the directors of the company may allot relevant
secunties or equity securities {as the case may be} in pursuance of such offer or agreement as if the authonty
conferred hereby had not expired

That subject to the passing of the ordinary resolution numbered 10 above the directors be and they are hereby
empowered pursuant to Section 570 of the Companies Act 2006 to allot equity securities {within the meaning of
Section 560 subsection (1) of the said Act) for cash pursuant to the authority canferred by resolution numbered 10
above as If Sectton 561 of the said Act did not apply to any such allotment provided that this power shall be imited
to

{1 the allotment of equity secunties in connection with an offer of such securities by way of nghts to holders of
ordinary shares in proportian (as nearly as may be practical) to their respective holdings of such shares, but
subject to such exclusions or other arrangements as the directors may deem necessary or expedient in relation
to fractional entitlemments or any legal or praciical problems under the laws of any termitory, or the
requirernents of any regulatory body or stack exchange, and

() the allotment (otherwise than pursuant to sub-paragraph (i) above) of equity secunties up to an aggregate
noeminal amount of £516,504, representing approximately 5 per cent of the current ordinary share capital of
the company as enlarged by the 1ssue of shares pursuant to resolution 8 above,

and shall expire at the conclusion of the next annual general meeting or on the date which i1s six months after the
next accounting reference date of the company (if earlier} save that the company may before such expiry make an
offer or agreement which woutd or might require equity secunties to be allotted atter such expiry and the directors
may allot equity securities in pursuance of such an offer or agreement as if the power canferred hereby had not
expired

That the cornpany 1s hereby generally and unconditionally authonised for the purposes of section £33 and 701 of the
Comparnes Act 2006 to make one or moare market purchases {(within the meaning of section 693(4) of the said Act)
of fully paid ordinary shares of 5 pence each in the capital of the company (“ordinary shares”) provided that

) the maximum aggregate number of ordinary shares hereby authonised to be purchased is 10% of the ordinary
shares in 1ssue at the date of passing of this resolution,

() the maximum price (exclusive of any expenses) which may be paid for an ordinary share shall not be mare
than 5% above the average of the middle market quotations for an ordinary share as derved from the Daily
Official List of The London Steck Exchange plc for the five business days immediately preceding the day on
which the ordinary share Is purchased,

() the minimum price which may be paid for each ordinary share 1s 5 pence {exctusive of any expenses),

{iv)  unless previously revoked or varied, the authonty hereby conferred shall expire at the conclusion of the next
annual general meeting of the company or twelve months from the date, if earlier, of passing this resolution,
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v) the company may make a contract or contracts to purchase its ordinary shares under the authority hereby
conferred prior to the expiry of such authority which will or may be executed wholly or partly after the expiry
of such authonty and the company may make a purchase of its ordinary shares in pursuance of such contract
as If the authonty hereby conferred had not expired, and

{w}  the directors may elect to hold shares purchased under this authonty in the form of treasury shares (subject
to a maximum of 10% of the issued ordinary share capital of the company at any one time)

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

19 QOctober 2012

Notes

i

2

Preference shareholders are advised that they are not entitled to attend or vote at the annual general meeting

Members entitled to attend and to speak and vote at the AGM are entitled to appoint a proxy to exercise all or any of their nghts to
attend and to speak and vote on therr behalf at the meeting A shareholder may appoint more than ene proxy 1n retation to the meeting
provided that each proxy 1s appointed to exercise the nghts attached to a different share or shares held by that shareholder A proxy
need not be a shareholder of the company A proxy form which may be used to make such appaintment and give proxy instructions
accompanies this notice If you require additional forms please contact the companys registrars at PXS 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 (dunng normal business hours onty} by
hand by the company's registrars at PXS 34 Beckenham Road, Beckenham BR3 4TU in each case no later than 12 noon on 5 December
2012 Any power of attorney or other authonty under which the proxy form 15 signed (or a duly certified copy of such power or
authonty) must be enclosed with the proxy form

If you wish to attend the meeting in person, please attend at the address set out at the beginming of this notice on 7 December 2012
bringing either your attendance card or other appropriate identification so that you can be dentified by the company’s registrars It 15
recommended that you arnive at least 15 minutes before the time appoinied for the meeting to begin

To be entitled to attend and vote at the meeting (and for the purpose of the determination by the company of the votes they may
cast) shareholders must be registered in the register of members of the company at 6 pm on 5 December 2012

Any corporation which 1s 8 member can appomt one or more corporate representatives who may exercise on its behalf all of its powers
as a member provided that they do not do so in relation to the same shares

The following documents will be available for inspection at the company s registered office duning normal business hours from the date
of this notice until the time of the meeting and at the address set out at the beginning of this notice from 15 minutes before the
meeting untl it ends

(1} 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 Oliver

Warrants for the final dividend, if approved will be posted on 7 December 2012 to sharehalders on the register as at @ Novemnber 2012




