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Highlights of the year

Group revenue up by 6 0% to £55.43 million
Gross margin up by 1.5% to 29.6%
Profits before tax increased by 37% to £2 76 million (2006: £2 01 million)

Earnings per share adjusted to exclude restructuring costs (see note 9)
increased by 14 8% to 28.92p (2006 25 20p)

Proposed dividend increased by 8 7% to 12.50p per share
Return on operating assets up from 7 36% to 9.02%
Net asset value per share increased by 4.3% to 417p (2006° 400p)

Net cash increase of £2 66 million (2006 decrease of £0.52 million)

Revenue (£m) Profit before tax (£m)
55,426 3,026
2,288 ’ '
49282 ° 4762
2,011
'05 06 07 '05 ‘06 07
Earnings per share
(adjusted) {pence) Borrowings (£m)
30 96 12,111
28 92 1,917
25 20 9,689
05 '06 07 05 ‘06 '07
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Welcome to Victoria

“Where Great Carpets Begin®

For over a century, the Victona Carpets brand has
been synonymous with carpets of the finest quality,
whether they are for the home or for a commercial
nstallation

Taking the skills developed and honed initially in the
manufacture of woven carpets, our business has
combined these traditional skills with a flar for fashion,
design and colour Using cutting-edge technology to
manufacture in a cost-efficient and environmentally
acceptable manner, we use the very best in matenals
to create carpets that are fit to grace all types of
homes and commercial installations for the most
discerning customers

Today, Victorna PLC s a global high-quahty product
business with modern vertically integrated
manufacturnng facilities in both the United Kingdom
and Australia

in addition to these two core market terntones and
with our established export markets, we have an ever-
increasing mnternational presence in Ireland, Canada
and New Zealand for our expanding product portfoho,
offenng both carpeting and other floor covenng
products

The Group achieved solid results in 2007 delivertng
£55 43 milion of sales Total revenue, spht across the
global market, 1s reflected as 43% in the UK, 41% n
Australasia, 11% in Ireland and 5% in Canada We
believe that this geographic spread affords the Group
a somewhat counter cyclical mix of market risk
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Victoria currently employs around 710 people across
its businass and I1s proud of what it delivers in terms of
value, quality and customer service

Our Customers

Whether it 1s in Australia, lreland, Canada or the UK,
Victona places a high importance in its customer
relattonships across the board, from the smaller
independent retaler through to the ‘blue-chip’
customer partnerships such as The John Lewis
Partnership

Victona is continually seeking long-term relationships
with its customers and focusing its efforts in
establishing itself as ‘the supplher of choice’ whilst also
constantly striving to deliver added-value and higher
levels of service

Our Strategy

Our strategic approach 1s focused on growth, taking
advantage of opportunities to exploit and build on our
teading market position

Victona aims to provide consistently improving returns
to all stakeholders This is achieved through the
commitment of its employees, by delivering mproved
productivity and profitability and, at the same time
ensunng that we meet our customers' demand for
excellence both in products and service




Chairman’s Statement

Despite the fact that the economic and trading conditions in the key
markets in which our business operates have remaned tough and
indeed challenging, | believe that the Group has made goed
progress on all fronts

Revenues from the Group’s actmties amounted to £55 43 million,
an increase of 6 0% on last year, whilst profit before tax increased
by 37 3% to £2 76 millon

Earnings and Dividend

Basic earnings per share ncreased by 24 1% from 23 30p to

28 92p and your Board 1s recommending a dvidend of 12 50p per
share, an increase of 8 7% on last year

The dvidend of 12 50p per share which 1s subject to Shareholder
approval at the Annual General Meeting will be paid to Shareholders
on 30 July 2007 The Company's ordinary shares go ex-dmdend on
27 June 2007, whilst the Record Date s 29 June 2007

Operations

Whilst ovarall in the United Kingdom and Ireland demand from the
residential market has again remained subdued, we have produced
a very strong performance particularty when wiewed against the
state of the trade i general

Revenues In the penod increased by 7 0% from £29 65 milion to
£31 72 mithon Operatng profits were up by 80 91% to £1 56
mudiion from £0 87 million last year and Profit before tax significantly
improved by 130 7% from £0 53 milion to £1 22 milkon

In Australia, the market has for the second year in succession
remaned difficult However, against a tough economic and trading
ervironment, coupled with the merger of the Industry’s two largest
carpet manufacturers, which created both additional challenges and
some opportunities, we agamn managed to win market share

Revenues from wiathin the Australastan region improved from

£22 84 mithon to £23 71 milion, a 4 7% increase This was,
however, at the expense of margin with Operating profits down
slightly from £2 22 million to £2 08 milkon (-6 3%), whilst Profit
befora tax was £1 81 milion, 8 2% down on last year

In Canada, our Associate Cormparty, Colin Campbell & Sons, had
another very successful year with sales mowing forward by 16 2% to
C$9 12 million and Profit before 1ax up by 51 1% to C$0 59 million
Property

A detafted planning application to develop the Comparw’s former
sports fiald site in Kidderminster 1s close to being submitted to the
Local Authonty The past year has been spent in satisfing planning
matters whuch are a requirement 1If the detaded planning applicaton s
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to succeed The site wall hopetully become, subject to final planning
approval, an indoor and outdoor Bowhing Centre of Excellence, a
budget hotel and public house/restaurant The net sala proceeds,
subyect to capital gains tax, are likely to be around £1 milion

The Board
Dunng the year, we have seen several changes to the Board

Firstly, Mark Lee the Group Finance Dwector left the Company In
Septemnber 2006 1o pursue a career wathin a larger organisation On
behalf of everyons involved with Victona, | would fike to thank Mark
for his efforts and commitment dunng his 8-year tenure and wish
huim every possible success in his new career

| would then tike to welcome lan Davies to the Board as our new Group
Finance Director | am sure that lan will make a signdicant contnbution
to the Board and to the future development and growth of the Group

Last, but not least, John Duncan retired from the Company on

30 Apnl 2007 having spent 37 years with Victona Carpets i the UK,
11 years of which he was part of the Group Board John has been a
great servant to the Group throughout his career and he will be
greatly missed by both his colleagues and the trade in general On
behalf of the Board and the Shareholders may | wish John and his
wife Margaret a very happy and long retirement Above all, | would
also like to thank hum for all he has done for the Company

Employees

The continued good performance of the Group and s sound prospects
for the future could not have been achieved without a committed and
haghly competent taarn at all levels of the business | take this opportunity
to express my persoral thanks 1o everyone in the Group for the efforts
they have put nto achieving yet another successful year

Prospects

Although we are unlikely to ses any real improvement in general
overall market conditions in the year ahead, the Board believe that
wa have the structure, products and people in place to achieve our
objectives for the yaar and in particular to delrver an improved
performance again within tis new financial year

Reb Gle?
&/Q& W

R M Gilbert
Charman
20 June 2007




Pictured

State-of-the-art multi-roll loop pile tufter
used in the manufacture of most of
Victona's modern textured loop pile carpets
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Group Managing Director’'s Operating Review

United Kingdom

The past twelve months in the UK have been extremely chaltenging
with erratic market conditions prevating The miarket in the first hatf
of the financial year was badly affected by the long, hot, dry spell of
weather, which was hardly conducive to consumers buying
carpeting The autumn trading was then stronger, only to see tha
effects of higher energy costs and interest rata iIncreases sapping
consumer confidence after Chnstmas and through into the first
quarter of 2007

Statistics have shown a 5% decline dunng the year in the market
and yet despite this backdrop, 1 am pleased to report that Victona
has performed well and has continued to take market share from its
competitors

Carpet Sales were up by 7 3% from £25 46 millhon to £27 32 milion,
pnmarnly driven by an extremely active programmeé of new range
launches As we stated at the time of our intenm results, thers wera
ning new product introductions alone in the first half of our financial
year, which undoubtedly helped us out-periorm the market

Carpet Sales in the UK were up from £21 69 milion to £23 28 milkon,
reflecting particularly strong growth o the John Lewts Partnership
(+20 9%y, who remain our biggest customer Sales to our core
indepenident retall sector also saw good growth {+7 9%) and, infact,
this sector remans key to our market strategy and within these results
represents 63% of our total UK sales

Export sales also increased from £3 77 millon to £4 04 millon, a
7 2% improvement over last year

Operatonally, Victona Carpets has focused on maximising
operational efficiencies by makang full use of the addimonal space
created following the planned closure of both the Axminster
weaving and dye house In March 2005 and Apnl 2006 respectively

| am pleased to report that despite significant increases in energy
costs, we have seen a 14 8% reduction in the kWh of electncity
used over the past twelve months as a direct result of investing in
energy saving measures

Victona Carpets’ spend an both new ranges and ‘Pont of Sale’ (POS)
merchandising displays has agan been kept at high levels throughout
the year Our investment in keepung product ranges fashionable and
current 15, we befieve, keeping us ahead of our competitors and s in
no small measure responsible for us growing our business within what
1 reported to be a declining market

Likewise, senice remamns a prionty and at the forefront as we seek
to differentiate ourselves from the competition Victona has again
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been recogrised for its efforts in this area when, for the fifth year in
succession, we won the Greendale Floonng award for “Best
Service Provider” Greendale is perhaps the UK's foremost
independsnt retaill buying group and therr members are very
important to us Wa were also delighted at the same 1ime to be
awarded “Best Product” by the same buying group for our recently
re-coloured Tudor Twist Collection which has proved to be a very
successiul range within our portfolio

Dunng the year, Victora entered into a new five-year service
agreement with The John Lewts Partnership (JLP) Under this
agreement, we warehouse, cut and delver all of JLP branded
carpet ranges to ther UK store network As part of this new service
contract, Victona has installed new IT Systemns, which wall link all
JLP stores on-line to our warshousing, thereby improving stock
checking and order processing Victona 1s nghtly proud of its special
refationship with JLP and we believe that this extension to our
service agreement underpins this refationship

Looking ahead to the current financtal year Victona has placed an
order for an additional 1/8th gauge tufung machine which is needed
to meet demand Victona has again an active programme of new
product introductions planned for the first half of 2007, which
should enable us to continue to grow the business despite market
conditions which are unlikely to show any real improverment in the
short term

Waestwood Yarns, the Group’s UK spinner, has enjoyed a reasonably
busy year with the bulk of its yarn capacity being utilised in-house at
Victona Carpets A new white blending line has been installed
dunng the year, which 1s now enabling us to manufacture the very
hight white and beige shades of carpets that are $0 popular with
today's consumer, with less nsk of contamination from esther foreign
coloured fibres or vegetable matter

We have also placed a contract with a specialist machinery
manufacturer which will enable Westwood Yarns to manufacture
phed yarns for the first tme The new equipment will be installed
dunng summer 2007 and we expect It 1o be operational In the
second half of this new financial year

This enhancement at Westwood's plant will see overall yarn
capacity increased by around 10% More importantly, it will enable
them to supply Victona with some of the prermum value yarns that it
currently has to outsource from the market, whilst also providing
secunty of supply, further operational efficencies and cost savings




Group Managing Director’s Operating Review continued

Australia

Dunng the past year, the State economies of Queensland and
Western Ausirala have mantained a degree of buoyancy whilst the
more populous States of Victona and New South Wales have
expenenced liitle or no growth at all

New building starts have caontinued at a low level throughout the
year, whilst spending on consumer durables such as carpets
remained weak

Against this backdrop and in a year of contrasting halves, our
Australian operation recovered well from a waak first half which saw
Net profits down by almost 24% to record a Net profit of A34 50
mithon for the full year, just 4% down on the previous year's reported
profits of A$4 70 millon This was a robust performance in a tough
market and was in ine@ with our budget expectations

Sales for the year were up by 9 0% from A$53 73 milion to A$58 52
millen This, In a market which showed no real growth at all but which
was assisted by the extremely positve reaction to both our new wool
and synthetic ranges made on a new state-of the-art level cut loop
(LCL tufting maching installed at Dandenong In fate 2006

We have been particularly pleased with the general market

reaction to our increased range of synthetic products which we
have added to our product offering during the year Although we will
still be remaining focused on the wool and wool-nch products,
which are our core business, we will look to continue to develop our
synthetic ranges

The acquisition by Godfrey Hirst of its major competitor Feltex in
October 2006 and the subsequent raticnalisation of these two major
Austratiar/New Zealand carpet manufacturers has, as we anticipated,
caused some market disruption it has also presented us with
additronal sales opportunities as well as allowing us to idenify and
atiract 10 our Australian operabon some extremely talented key
personnel from these leading players, which has substantially
bolstered our Sales 8 Marketing team

Today, Victona is now the number two producer of residential carpet
In Australia and, despite somewhat indifferent market condiions,
our Australan business continues to take market share from the
competition

Our exports to New Zealand and Pacific Rm countnes, particularty
North Amenca, increased strongly by 18% in the year despite the
continuing strength of the Australian dollar

08 Victoma PLC Annual Report 2007

The strangth of the Australian currency, however, does have some
imphcations for the level of imported products being brought into
the local market, particularly in view of the reduced import
protection now afforded to Australian manufacturers

Operationally, we have had a busy year in Austraha

Carpet production levels at our Dandenong factory reached an all-
e record in the year, up by 13% on the previous record levels
achieved last year As well as adding to the tufung plant’s capacity
and flexibibity with the installation of a new LCL tufter, the main item
of nvestrment in plant and equipment dunng the year was the
nstatlation of a completely new firishing oven at the Dandenong
plant This mayor project was executed and successfully completed
in the summer shut-down without any disruption to sales The
backing hne has afforded us improved productmty through
ncreased line speeds, greater energy efficiency and higher quality of
finshed carpet

Qur two Spinning Milis at Bendigo and Castlemaine, both in the
State of Victona, operated befow full capacity in the first half of the
year and, whilst they were better utiised dunng the second half,
they still had some under-utilised capacity The performance of both
Mills duning the year was satisfactory and they contnbuted well to
the overal! performance of the Australian operation

In accordance with the terms of our 2002 Purchase Agreement,
when we acquired the Pacific Textles Spinning Mill in Bendigo, we
exercised the option to acquire the freshold of the land at the
option pnce previously agreed of A$1 70 milllon This brought total
capital expenditure made In Australia dunng the course of the year
to A$3 90 million

Wa beleve that our Australian business 1s well positioned to iImprove
on its sohd performance achieved last year Our continued
investment i plant, new product development and quality people
places us in a partcularly strong positicn to deal with the
competitton we expenence within this marketplace from Australian
and New Zealand manufacturers, as well as from growing imports

Whilst we are optirmistic that we will this year once agamn out-
periomn the market, it is likely that there will be no positive
assistance from the sconomy in general, which remains flat and
may continue to be se until after Federal elections are completed
later this year




Group Managing Director’s Operating Review continued

Ireland

Our Insh businesses are focused pnmanly on distnbution to two
different segments of the floor covenngs market Munster Carpets
markets and sells mainly through the design and specification route
targeting the commercial contract market Navan Carpets on the
other hand 1s marketing and selling pnrcipally to the residential
market through the independent retallers, as well as to the hotel
industry

As 15 often the case, these markets run at difference paces and are
dependent on the eaconomic cycle, and this has certainly been the
case in the year currently under review

Over the past year, the Insh economy in general has been relatively
robust, with a strong growth in GDF of around 6% pa This growth
has flowed well into the commercial contract market for floor
covenngs and | am pleased to report that Munster Carpets has
axploited these market conditions well Therr sales were up by 21%
in volume, 31% n value and the margins on thase sales were very
pleasing too, with net profits advancing by 48%
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From a residential floor covenng perspective, the pattern of trade in
both the Insh and UK markets has been somewhat simdar with the
long hot summer of 2008 badly affecting footfall through the retail
shops Despite the poor start to the year, the autumn trading
season picked up well and, for the year as whole, sales were up by
8% The margins were, however, affected by the discontinuation of
some ranges beng cleared to make way for new product
introductions

Overall, our combined Insh businesses produced a creditable
performance with revenues up by 15 3% and profit before tax up
by 137%

The matunng Special Savings Incentive Accounts (SS1As), a
government supported tax-efficient savings scheme may give a
boost to consumer confidence later In 2007 Irrespective of whether
or not this does flow through inte additional floor covenng sales in
the forthcoming year, our Insh businesses stll have farly good
prospects for organic growih with the strong programme of new
product introductions planned for taunch in the coming year This
should underpin both sales revenues and profits in the year ahead




Pictured

The Hemitage Clinic, Dublin — carpeted
waith over 7,000m of high qualty woven
Wilton by Munster Carpets




Group Managing Director’s Operating Review continued

Canada

Colin Campbell, our Canadian Associate Company, has enjoyed
ancther very successful year as therr business continues to go from
strength to strength

The Western Canadian economy in which Campbells mainly
operate has been buoyant for a while now and its strength has been
underpinned by both its wealth of naturat resources and the Winter
Olympics, which are to be held in Britsh Columbxa in 2010

Campbell's pnme business is as a decorative supply house, “trade-
only showroom” supphang high quality floor covenngs to ntenor
designers and architects who are dealing with both high-end
restdential and leading commercial clients | am pleased to report
that this part of the business has continued to perform well and
dunng the second half of the year under review, Campbells added
an exclusive range of designer furniture to therr product offenng,
which represants the first step to pronding a wider product
assortment of home furnishings The business will of course
continue to focus on broadloom, wali-to-wall carpeting, as well as
area rugs for which the business has perhaps been better known
But we are confident that by adding other decorative items, such as
furriture, we can further expand sales through the architects and
designers who, In addition to specifying floor covering, also buy
other tams of furnishings

In September 2006, Campbells opened innovative contemporary
showrooms n tha Vancouver watarfront area Taking a disused fish
packer’s warghouse, a lsading Vancouver architect has created a
fashionable and chic showroom which has rapidly become a
destination venue for Briish Columbia’s designers and architects
looking for great floor covenngs These showrooms, as well as
offenng incraeased floor space for merchandising, have proved highly
attractive to the design commurity, our core customer

In additon to the decorative supply business, Campbells has
been pioneenng sales through the Internet portal called
“Nature's Carpets”
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Nature'’s Carpets are totally non-toxic and biodegradable carpets
suitable for people who may be aflergic 1o certain chemicals or ofi-
gases These products are made using natural undyed wools with
no chemical treatment and are wited into natural jute and backed
with natural latex They are totally *green” being made from
renewable resources

Given the growing demand and very positive results achweved
through Internet sales of this form of carpeting, Camphbells will now
be rolling out an extended sales and marketing programme across
the United Statss and Canada using a dedicated sales team as well
contnung with the web-based programme which will attract
ncreased sales for this niche preduct offening

Overall, Camphbell's sales increased during the penod by 16 2%
from Can$7 85 millon to Can$9 12 million, whist profit before tax
was up from Can$383k to Can$530k (+51 1%) Net margin on
sales rose from 4 9% to 6 4% Victona's associated share of

profits n the year were Can$0 30 milion, up from Can$ 0 20 milion
last year

The outlook for our Canadian business remains promising With the
stronger product offenng planned, we are confident of seeing
continuing grawth within this business

C:n,/k@:@mk
A Bullock C:‘:w

Group Managing Drector
20 June 2007
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Financial Review

Headline results

Profit before tax ncreased by 37 3% to £2 76 mulion, compared to
£2 01 milion for 2006 Revenue rose by 6 0% from £52 28 milion
to £55 43 milion

Earnings per share, as per note 9, were 28 92p, up 24 1% (2006
23 30p) with adjusted earnings per share also at 28 92p, showing
an increase of 14 8% on the pnor year (2006 25 20p)

Revenue and operating profit

UK and Ireland

Revenue was up 7 0% from £29 84 millon to £31 72 milkon The
business in the UK operated in a market that did not demonstrate
any sigrificant growth Against this background, the business
continued to focus on tight operating and matenal cost control
Combined with the operational geanng effect of higher revenues,
thus enabled operating margin to increase from 2 8% to 4 9%

Operating profit for the UK and Ireland increased by 80 8% to £1 56
milion (2006 £0 87 million}

Austraha

Revenue rose by 8 9% to A$58 52 rmilhon compared to A353 73
million for 2006 The market conditions in Australia remained
subdued but the increased profile of synthetic carpet has supporied
growth Prnce competiion amongst carpet suppliers has continued
to be a feature of the marketplace and our operating margin
declined from 9 8% to 8 8% Operating profit has fallen by 2 5%
from A$S 27 million to A$5 14 milion

Further investments have been made in our equipment and
fachtes This continues to attract grants under the Austrakian
government’s Strategic Investment Programme, which accounted
for AS0 4 milion of operating profit in companson with A$0 51
milion last year

Share of profits of Associated Company

There was also an increased contnbution from our associated
company, Coln Campbell and Sons, which 1s 50% owned by the
Group Revenues increased by 16 2% from Can$7 84 rilion to
Can$9 12 midlon, accompanied by an improvement in operating
margins Our share of the pre-tax profit increased by Can$0 10
milion to Can$0 30 million
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Interest

Interest costs remained in ling with the previous year at £0 73
mililon The increase in base rates In the penod was mibgated by
lower borrowangs and the movement in the farr valus of financial
instruments Interest was covered 4 6 tmes by operating profit
(2006 39 times)

Profit before taxation
Profit before taxation for the year was £2 76 milion {2006
£2 01 million)

Taxation

The effectiva rate of tax on profit for the year was 27 3% Thisis
higher than 2006 {19 5%) which had benefited from extra reliefs in
Austraha that had reduced the deferred tax provision for the
reahsation of property values through sale Without these extra ralefs,
the effective rate In 2006 would have been approximately 27%

Earnings per share

Basic earnings per share grew by 24 1% to 28 92p (2006 23 30p)
The growth In earnings per share, however, was impacted by the
nse in the effective rate of tax

Adusted earnings per share 1s also 28 92p, compared to 25 20p,
excluding restructunng costs in 2006 The number of shares In
1ssue remaned constant dunng the year and there remain no
options or other diutive arrangement

Dividends

Wa are recommending a final dvidend of 12 $0p per share this year,
compared to 11 50p n 2006 This represents an 8 7% increase and
our aim will be to deliver continuad dwvdend growth in future years

Net assets

Our net asset value at the financial year end increased by 4 2% to
£28 98 milion (2006 £27 81 million) The main movement In the
balance sheet was financial labikities which reduced by £2 06 milhon
from £12 40 milion to £10 33 millon




Pictured

Sisal Weave — a recently introduced
textured loop pile carpet crafted in
100% wool
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Financial Review continued

Cash flow and net debt

Our net cash inflow was £2 66 millon, reducing cur cash and cash
aquvalent borrowings to £3 69 millkon (2006 £6 36 milien) This
compares with a net cash outflow in 2006 of £0 52 millon

We have continued to invest in our factities and equipment dunng
the year, and our capital expenditure totalled £1 96 millon (2006
£2 77 milllon) Spend on plant and machinery 1s down £1 84 millon
on previous years, In ing with expectations, as key equipment
replacement programmes have been completed Dunng the year,
we acquired the freshold to the property at Bendigo in Austraha,
which we had leased since acquisition of the business at that
location, for £0 75 millton

Hedging

The Group uses dervative financial Instruments to manage our
interest rate exposure In the UK The Group has two swaps
covenng £3 00 millon, with matunty dates in July 2007 and

July 2009 Qur policy 18 to continue to utiise such instruments as
deemed appropnate

The Group reviews Its currency exposure relating to trading
operations Invoiving the export sale of goods or import of raw
matenals or capital equpment The Group may utlise forward
currency contracts to manage any currency exposures where it 1S
considered that currency movements may be volatile and the
amounts involved significant

The pnncipal exposure of the Group relates to the nvestment inits
Australian subsidiary The Group maintains a significant proportion
of its borrowings in Austrahan dollars which helps to prowds a
natural hedge aganst the investment exposure

Future funding

The geanng of the Group 15 now significantly lower than in 2006 and
our current facihties will prowide sufficient debt capacity in 2007 The
strong cash generation 1s providing capacity for {utura investmentis
Capacity exists in Stering, Euros and Australian dollars to cover
anticipated capital expenditure and worlang capital requrements

Key Performance Indicators (KPls)

As part of the detaled budgetng process, each subsidiary 1s
required to establish targets across a range of financial and non-
financial indicators At the menthly board meetings, the Managing
Dwrector 1s required to prasent a review on progress against these
targets The non-financial KPls may differ in each subsidiary but are
focused on delivenng high levels of customer satisfaction,
introducing new products and services which mest the needs of our
customers, ensuring operational effectiveness and attracting,
retaming and developing key employees

The financial KPls reviewed and reported by all subsidianes, focus
on profit growth, profitabiity improvement, inventory management,
levels of debt, cash generation, future levels of borrowing
requirement and return on capital employed

Changes in accounting policies
There have been no changes In accounting policies this year

Jon ]

lan Davies
Group Finance Director
20 June 2007
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Board of Directors

Non-executives
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Bob Gilbert

Non-executive Chairman a®
age 59

Joned the Board as Charman in July 1996 Also Chairman of GSH Group PLC,
Nominst {UK) Limited, ADAC Painthox bimted and MDUK, the Government's Motor
Sport Development Board Previously held a number of non-axecutive positions of both
quoted and unquoted companies and untl he retired in 2004, was a senior partner of
Wragge & Co , the Group’s solicitors

Keith Ackroyd, cee
Non-executive, Semor Independent Director aea
age 72

Joned the Board in August 1998 Previously non-executive Chairman of
Silentrught Heldings Plc and a main board director of The Boots Company
PLC where he was responsible for Boots the Chemists and then the whole
retal dnasion

Alexander Anton
Non-executrve 408
age 47

Alexander joined the Board of Victona PLC in Apnl 1985 having acted as non-
executive director and subsequenily Chairman of Victona Carpets Limited
between 1987 and 2004 He s founder and Charman of Fraser Corporate Real
Estate, a property management business, and Legacy Portfolio, a lease hability
fund He s also Charman of the Federation of Corporate Real Estate Advisors and
Chairman of the Queen's Club Alexander has also been a partner In Top
Technology, the manager of Hambros Advanced Technology Fund plc, a venture
capital fund focusing on earty stage UK and US technalogy companies

& Audit Commuttee
*® Remuneraton Committee
*  Nominatons Committea




Executives

Alan Bullock

Group Managing Director®
age 59

Alan has been with the Group since 1872 and has a wide range of expenence in
the carpet industry ranging from financial, export sales and marketing to
operational He was the Export Director of Victona Carpets for 17 years before
being apponted to the Board of Victoria PLC in September 1996 as Group
Managing Director

lan Davies aca
Group Finance Director
age 41

Joined the Board in March 2007 from Umeco PLC where he was the Financial and
Commercial Director of Umeco's Components Division and a member of the
Group's Exscutive Commuttee Prior to this, he worked for Continental AG and
Ferranti Technologies

Barry Poynter
Executive Director
age 57

Joned the Victona Carpet Company Pty Limited in Australia as Financial Director
in March 1996 He was then appointed Managing Drrector of the Australan
subsidiary in October 2004, before being apponted to the PLC board in

August 2006

John Duncan
Executive Director (Retired 30 Apnl 2007)
age 62

Apponted to the Board of Victona PLC as Sales & Marketing Director in
Septermber 1996 Also Joint Managing Director of Victona Carpets Limited, whuch
he joined in 1970 and where he held the posts of Regional Sales Manager and
Sales and Marketing Director




Senior Management Team

UK
Terry Danks rcca
Company Secretary — Victona PLC, Finance Director — Victona Carpets UK
age 59
Terry joned Victona Carpets in 1885 as Chisf Accountant and has been responsible for both the accounting and 1T funchon
withun the Company since that date Terry was subsequently appointed as Finance Dwector of Victona Carpets in 1989 and

was appomnted as Company Secretary to Victoria PLC in 1993 Terry has a breadth of expenence and knowledge of the
ndustry and hes high standards of financial control are invaluable to the Group

Shaun Lewis

Sales & Marketing Director — Victona Carpets UK

age 53

Shaun joned the Gompany in July 2001 as National Sales Manager having held a simiar position n Tomianson Carpets for
some years He has been instrumental in establishing a strong sales infrastructure at Victona Carpets and has been focused on

developing key client relationships and a service culture throughout the Company Shaun was appomnied Sales & Marketing
Drrector n January 2004 and 1s now also involved in the development of the Company's nnovative and exciting product ranges

Neil Glover ssc (Hons)

Operations Director — Victona Carpets UK

age 40

Netl 1s a graduate in textile engineenng from Leeds University and has had exiensive experience in the carpet ndustry having
previously worked for over 14 years with Brintons Lid, who he joined as a graduate tranee His expenence covers logistics

and supply chain management and he has developed a sound understanding in the management of relationships between
costs, customer service, inventory and manufactunng and purchasing efficiencies

Trevor Chippendale esc (Hons) mea

Managing Director— Westwood Yamns

age 36

Trevor joined Westwood Yarns in December 2005 He was previously Operations Director with Rverstone Spinning and has

been nvolved In the textile ndustry all his career to date Trevor 18 focused on quality of yarn production and his hands on
approach and enthusiasm are a valuable asset to the business He is also responsible for matenals buying at Westwoods

Neil Gledhill

Operations Director — Westwood Yarns

age 63

Nell has been involved in the dyaing and textle spnning industry for most of his career and has ganed

a wealth of expenence including the buying of wools Neil has beesn a Director with Westwoods for
16 years

Ireland
Sean Kelly
Managing Director — Munster & Navan Carpets, Ireland
age 52
Sean joined the Group when it acquired Munster Carpets in 2002 and at that tme he was appointed as Managing Director
Sean has been nvolved in the carpet industry most of his career with extensive expenence in both the retaill and contract

sectors Prior to working for Munster, Sean was employed by Ulster Carpet Mill where he worked as both Residential and
Contract Sales Manager for Ireland
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Australa

Michael Oakley

Non-Executive Chairman — Victona Carpets, Australia

Age 68

Michael Oaldey has been non-executive Chaiman since he retired from the Board in an executve capactty in August 2006
Michael served for 12 years on the Group PLC Board and 27 years in total with ouwr Austrakan business as both Managing

Director and then Executive Chaman He 1s still involved with the Carpet Institute: of Australia as its President and bnngs a
wide breadth of expenence to our Australian Board His contnued stewardship is of great value to the business

Michael Davies

Non-Executive Director — Victona Carpets, Australia

Age 59

Joined the Board in February 2005 Michael 1s Group Vice-President of [TW Construction Products with
responsibility for the Construction Products Group operations in Australia, New Zealand and Asia Prior to joining

ITW, he was Managing Cirector of Selleys Chemical Company, having previously held gereral management and
senior marketing positions with Dulux and James Hardie Industries

Anne Seymour

Sales & Marketing Director — Victoria Carpets, Australia

Age 42

Anne has been in charge of sales and marketing for Victona Carpets Pty, our Australian operation, since she joined us
nine years ago Anne has over twenty years of sales and marketing expenence in total in Australasia She has played
a major role in formulating the Company's sales and marketing strategy that has propelled Victona Carpets to the

number two player in the Australan market over the past few years and 1s actively involved in the small but highly
effective management team running our Australian business

Canada

Richard Munden

President — Colin Campbell & Sons, Canada
Age 42

Richard jned Campbells n Gctober 2003 hawving spent the whole of his working Ife n the floor covening iIndustry in both the
retal and dstnbubion sides of the busmess  Richard was recruted from G E Shreer, one of Canada’s leading disinbutors,
where he was Sales Manager for Ontano Richard 1s responsible for dming the strategy for the business set by Victona and
our joint venture partners Elte and has overseen the excellent growth we have seen in the business since he jained in 2003

June Sookaim

Corporate Secretary & General Manager — Colin Campbell & Sons, Canada

Age 58

June was bom in Briish Guyana and ganed her education in the UK where she Iived for six years before emigrating to

Canada in 1970 June joined Campbelis in 1986 having gained expenence working at Sansbury’s head office in the UK and
the Bank of Montreal n Canada  June 1s responsible for the accounts, adminstration and IT function within Campbells

~




Directors’ Report

The directors present therr report and the audited accounts for the
year ended 31 March 2007

Pnncipal activiies and business review

The Group 15 engaged in the manufacture and sale of carpets and
carpet yarns A review of the business dunng the year and its future
development 18 included in the Chairman’s Statement, the
Operating Review and Finarcial Review on pages 4 to 17 These
reviews contan information on the key performance measures used
to manage and control the Group's operations Information on nsks
affecting the Group is contained in the Risk Management section
Details of subsidiary companies are set out in note 13 to the
accounts

Results and dividends

£000
Profit attnbutabte to shareholders 2,008
Final dvidend pad 799
Retained profit 1,208

The dividend of 12 50p per share which Is subject to Shareholder
approval at the Annual General Meeting will be paid to Shareholders
on 30 July 2007 The Company’s ordinary shares go ex-dwvidend on
27 June 2007, whilst the Record Date 15 29 June 2007

Fixed assets
Movements n fixed assets are shown in notes 11, 12 and 13 to the
accounts

Financial instruments

The financial nsk management objectives and palicies of the Group
and 1ts exposure to pnce, credit, iquidity and cash flow nsk in
relation 1o financial nstruments are set out In note 17 to the
accounts

Directors and their interests

The directors of the Company are Iisted on pages 18 and 19
togsther with biographical details, and their interests in the shares of
the Company are shown in the Directors’ Remuneration Report on
page 30

The directors retinng by rotation are Mr R M Gilbert and Mr K
Ackroyd, who, being eligible, offer themselves for re-election Itis
proposed that Mr | G Davies be elected at the AGM having been
appointed Group Finance Director in March 2007 Details of all
directors' senice contracts are set out in the Directors’
Remuneration Report on page 30 No director, either dunng or at
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the end of the financial year, was matenally interested in any
significant contract wath the Company or any subsidiary
undertaking

Directors’ indemnities

The Company has made qualfying third-party iIndemnity provisions
for the benefit of ts diractors which were made dunng the year
following approval at the 2005 AGM and which remain in force at
the date of this report

Substantial shareholdings

Other than directors, at 1 June 2007, the following matenal interests
in more than 3% of the issued Ordinary Share capital had been
notfiad to the Company

G S F Anton 7 5%
Fortress Finance Investment Inc 6 9%
C G F Anton 4 6%
Small Companies Dmdend Trust 4 3%
J R D Anton 4 0%
J HH Anton 37%
P J Anton 36%
N E Anton 33%
F F Anton 31%
G H Anton 30%
Employees

Employees are encouraged to attend training courses and there 1s
reqular consuttation with employee representatives to ensure that
employess are iInformed of all matters affecting them Applications for
armployment by disabled persons are given full and far consideration
having regard to therr particular aptiudes and abiites Appropnate
training within theyr capabilities 18 prowided for disabled employees
seeking career development Employees who become disabled dunng
therr employment have continued in employment wherever possible

Payment policy

The Group does not have a written code or standard on payment
practice It negotiates settlement terms with each of its suppliers
Payments are then made to suppliers in accordance with those
terms provided the supplier has carned out his agreed abligations in
a satisfactory manner The amount due to trade creditors on

31 March 2007 represented 55 days' purchases from suppliers
{2006 54 days)

Chantable and political contnbutions
The total chantable contnbutions made in the Group amounted to
£3,241 (2006 £375) There wera no pelitcal contnbutions




Taxation status

The directors are informed that the Company 1s not a ‘close
company’ within the provisions of the Income and Corporation
Taxes Act 1988

Going concemn

After making enquines, the directors have a reascnable expectation
that the Group has adequate resources to continue in operational
existence for the foreseeable future For this reasen, they continue
to adopt the gaing concern basis mn prepanng the accounts

Auditors
In the case of each person who was a director at the tme when the
Directors’ Report was approved, he confirms that

a) So far as the director was aware, there was no relevant audit
information of which the auditors are unaware, and

b) He has taken all reasonable steps that he ought to have taken
as a director in order to make himself aware of any relevant
audit information and to establish that the Company's auditors
are aware of that informaton

Delaitte & Touche LLP have expressed therr willngness to continue
n office as auditors and a resoluton to reappoint them will be
proposed at the forthcoming Annual General Meeting

Annual General Meeting

The notice of AGM, to be held on 24 July 2007, 1s set out on pages
65 10 66 The AGM resolutions Include three items of special
business which are tabled every year, namely the renewal of the
directors’ authonity to allot Ordinary Shares, the disappheation of
pre-emption nghts to permit imited allotment of Ordinary Shares for
cash, and the repurchase by the Company of up to 10% of its own
shares

By Order of the Board
721(), CDCT "Vk J
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20 June 2007
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Corporate Social Responsibility Report

At Victona we believe that we have a responsibility to make a
positve contnbution to the communities In which we operate We
beleve that a strong commitment to corporate respensibility delivers
a competitve advantage and contnbutes to the delvery of the
Group's business strategy

Although this is the first year we have formally reported on corporate
responsibidty, we have had management systems and structures in
place for marny years Our Company motto is that we “continually aim
to improve” and we recognise that our performance must be
avaluated by measurng cursebves against realistic objectves

Wa believe that effective management of our policies

15 vital to the well-being of employees, customers, shareholders,
the commuruty and, of course, the environmental changes that
are occurnng around the globe,

has a rola to play in enhancing the reputation of businesses and
helping us to achieve high perfarrmances, and

18 financially beneficial to our business

Qur policies set out the framework for the development and
implementaton of the corporate social responsibilities across the
Group

Employment

It 15 Group policy to promote employee involvernent, as we
recognise the importance and success of gaining the cpinions of
our most Important assets We believe strongly in providing equal
opportunitees dunng recruitment and employment without regard to
race, colour, religion, sexual onentation, national ongin, age or
disabibty Cur am s to be a business where people choose to work
as opposed to being a convenience ralatonship

We welcome job applications from all sections of the community
We aim to treat people farly, as one would expect to be treated

Wa recognize that our employees are wtal to the success of the
business

Wa encourage our employees to improve themselves
The Group believes in equal opportuniies and non-discrmination

The Group comphies with its oblgations under the Disability
Discnmination Act in the UK

When surtable vacancies anse, disabled people are employed
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¢ The Group complies with the Employment Equality {Age)
Regulations 2006 in the UK by considenng applicants of all ages
We are pleased to report that we have granted all requests to
work past the default age of retirement

« We have a labour turnover of 1 6% and 60% of the employees
have over five years’ serace, which demonstrates that pecple
generally reman in our employiment and enjoy ther service

e The Group consults with its employees to share information and
to seek mutual opportunities We have developed a structured
format of disserminating information whereby we meet with the
works council regularty

¢ We have seen a 2% reduction in absence over the past twelve
months, since the introduction of a Company Management of
Absence & Rehabilitation Policy We measure levels of absence
using a sconng paint system

Training
The Group recognises how wital role traiming plays in developing
knowledge and skills of employees

» The Group has developed its own training programmes, which
we administer via internally appointed training faciitators at each
company within the Group

 We have strong Iinks with local colleges, schools and relevant
training institutions

s Induction traning 1s prowded to all new employees

¢ We mantain a comprehensive, auditable Training Matnx, which
we constantly review

e We also usa external recognised bodies and institutes to adwvise
and consult on our tramming programmes

* We continue to invest in specific education, tratming and
development of our customers and supphers

Environment

Victona s committed to continual improvement of both its
environmental management systems and the prevention of
polluton We are also committed to satisfactonly meeting the
standards set by environmental legislation in the counines within
which we operate Wa continue to work with national and local
enforcement bodies and we pnde ourselves In continuing to
maintan a positive realistic approach to all environmental matters




¢ The Company recogrises the importance of the ISO 14001
environmental management system

* Woe endeavour to use reusable packaging matenals within the
Group and we annually monitor our usages

« None of the processes used to manufacture our products
requires any government authonsation

» Energy saving has seen a 14 8% reduction in kWh over the past
twelve months (2006) by Investing in energy saving equipment

e We have introduced many intiatives for the recycling of paper,
plastic, wood and steel via registered waste recycling
organizations We bale incoming polythene and send 1t to be
recycled Into plastic bags We reuss cardboard tubes where
practicable and send any unusable ones for recyching

& Wa are currently in the process of introducing a climate change
and energy awareness campaign, with the objective of enhancing
a more responsive culture through employee involvernent

Health & Safety

It 15 the policy of Victona to give high prionty to safeguarding the
Health & Safety of the public and our employees by compliance
with the terms of the Health & Safety at Work Act 1974 and
subsequent statutory provisions We aim to provide and mamtain a
healthy and safe working environment The Group’s Health & Safety
objective 1s to minirmize the number of instances of occupational
accidents and ilinesses and ultmately to achieve an accident-free
workplace

o We are continually updating the Company's Health & Salfety
Policy Manual and nsk assessments in accordance with the
Health & Safety At Work Act 1974 and Management of Health &
Safety at Work Regulations 1999

& The Group constantly moritors its performance using specific
Kay Performance Indicators (KPls)

o We are happy to report a 50% reduction of minor industrial
accidents over the past two years

* Wa supply all new employees with a specific Health 8 Safety
Induction to include relevant policies and documentation

* In the UK, Victona Carpets, alongside The Carpet Foundation and
other manufacturers and retalers throughout the UK, have
pioneered a Healih & Safety Forum that meets regularly to share
management initatves and best practices The Company’s

Health & Safety Manager has been made avallable to assist
specificalty with any health or safety matiers that may anse with
customers, suppliers and competitors This, we believe, gives us
an edge n the marketplace, as we do not just delver product
and serice, but we are able to coordinate sfficiently our moral
and legal obligations without any unnecessary obstructions or
interference

Social Responstbilities

» The Group’s companies and therr workforces donate to local
chanties

* The Group donatas unwanted electncal items and computers,
etc to chanty

e In the UK, each year the Group is influential in the orgarisation of
the carpet trade's chanty golf tournament, which has been in
exstence for the past 50 years Last year's proceeds of £25,000
waere shared between FTBA (Furnishing Trades Benevolent
Association}, who support needy retired employees within the
trade, and the Macmillan Cancer Relief

e We provide work expenence opportunities far pupils attending
local schools

Customer Relationships

Naturally our customers are of paramount importance to us We aim
to retan customers and to establish long and lasting relationships
with them, built on mutual respect and trust

To this end, we focus heawvly on customer serice, with customers
being actively encouraged to visit our manufactunng faciities and to
take part In vanous training courses we hold

The directors meet customers on a regular basis, which provides
both parties with an excellent opportunity to buld on relationships
and to have a frank exchange of views

Supplier Relationships

Qur procurement professionals manage our supply chain
relationships and encourage our supphers to adopt sound business
practices and to mamtan ethucal behaviour standards

~




Corporate Governance Statement

The Board 1s commutted to high standards of corporate governance
throughout the Group It has reviewed the Combined Code on
Corporate Governance (the Combined Code) published in 2003
The Board reports here on how It applies the pnnciples of good
governance and complies with the Combined Code, and explains
where 1t does not

The Board and Committees
Details of the Board and its standing committees are as follows

The Board

The Board 1s committed to maintaning an appropnate balance
between executive and non-executive directors It currently consists
of three executive and three non-executive directors, as shown on
pages 18 and 18 This 1s considered by the Board to be a proper
balance for a company of Victana's size Mr Ackroyd has been
nominated as the semnor independent director The Board meets
rmonthly throughout the year A formal schedule of matters reserved
for the decision of the Board covers key areas of the Group's affars
The Board's primary role 1s to set the strategic direction of the
Group as a whole, leaving day-to-day operational matters delegated
to the two executive boards, which meet monthly, one for the UK
and Ireland and one for Australa The executive boards are
attended by the Group Managing Director and the Group Finance

Attendance at Board and Committee Meetings

Director Board papers are distnbuted the week before Board
meetings and Board decisions are only taken when adequate
nformation 1s avallable to the Board and are deferred when further
information Is required

During the year, the Board met 12 times Board meetings are
usually held at the operating sites in order that the Board members
have the opportunity to gain a direct appreciation of the Group's
operations

The non-executive directors meet as required to discuss matters
that do not concern the executive directors There was no such
meeting held during the year

During the course of the year, reviews of the remuneration of the
Chairman, the non-executive directors and the executive directors
were carrned out

Mr Ackroyd 1s considered by the Board te be “independent” and Mr
Gilbert and Mr Anton would be, save for therr length of service as
non-executive directors on the Board

The Board has established a procedure for directors, if deemed
necessary, to take Independent professtonal advice at the
Company's expense, in the furtherance of therr duties and has
secured appropriate insurance cover for the directors

The numbers of pnncipal Board and Committee meetings attended by each director dunng the financial year were as follows

Audit  Nommnatons Rermuneration
Board Committee Committee Committee
(12 Meetings) (2 Meetings) (3 Meetings) (2 Mestings)
Bob Gilbert (Charman) 12 2 2
Alan Bullock (Group Managing Director} 10 3
Keith Ackroyd {Senior Independent Director) 10 1 2 2
Alexander Anton 10 2 3 2
lan Davies {(Appointed 19/03/07) oo
John Duncan (Retired 30/04/07) 11
Michael Oakley (Retired 07/08/06) 4/4*
Barry Poynter (Appointed 07/08/06) 47"
Mark Lee (Resigned 18/08/07) 5/6~

Actual attendance/maxmum rumber of meetings a drector could attend as a Board/Committee member
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Audit Commuftee

The Audit Committee 1s apponted by the Board from the non-
executive directors of the Group and comprises R M Gilbert
(Chawrman), | A Anton and K Ackroyd The Audit Committee met
twice dunng the year

The Committee’s responsibibies include the following

o To raview the adequacy of the Group's accounting, financial and
cperating controls and make recommendations as appropnate

e To review the proposed accounts of the Group prior to
publication and make recormmendations regarding the rate of
dwdend and any other special appropriations

» To recommend the appointrment of auditors and review the scope
and results of ther audit

o To review the planning of internal and external audits, recenve
reports thereon and deal with any control weaknesses identified

e To menitor the extent of non-audit work that the auditors can
perform to ensure that the provision of these non-audit services
falls within the Group's policies and does not wnpaur ther
objectmty or Independence

The Audit Committes 15 required to report its findings to the Board,
identifying any matters in respect of which it considers that action or
improvement Is needed, and make recommendations as to the
steps to be taken The Chairman of the Audit Committee will be
avalable at the Annual General Meeting to answer any questions
about the work of the Committee

Nominations Committee

The Nominations Committee compnses | A Anton {Chairman), K
Ackroyd and A R Bullock The Committee meets when required to
review the structure, size and composition of the Board, and makes
recommendations with regard 1o any changes that are considered
necessary, both in the identification and nomination of new directors
and the continuation of existing directors in office The Commitiee
retans external search consultants as appropnate The Committee
also advises the Board on succession planning for executive board
appointments, although the Board itself 1s responsible for
succession generally

The Committee met in Sepiember 2006 to consider the results of
the search process camed out for the Group by external
consultants, which identified candidates for the position created by

the resignation of Mark Lee This process led to the appointment of
lan Davies as Group Finance Director in March 2007

Remuneration Commttee

The Drrectors’ Remuneration Report on pages 30-32 includes
detatls of the composition and policy of the Remuneration
Committee and how It has contnbuted tc the Board’s compliance
with the Code of Best Practice

Information and Professional Development

The Chairman seeks to ensure that the Board i1s supplied in a timely
manner with information that 1s relevant, accurate and complete in
order that the Board s able to carry out its duties

All directors follow an induction programme on joining the Board
and the Chairman seeks to ensure that all directors regularly update
and refresh relevant skills and knowledge

Internal Control

The Combined Code includes the pnnciple that “the Board should
mantan a sound system of internal control to safeguard
shareholders’ investment and the Company’s assets”

The Board 1s responsible for the Group's system of internal control
and for reviewing its effectiveness This system 1s designed to
rmanage rather than elirminate the nsks of falure to achieve business
objectives and can onty prowde reasonable and not absolute
assurance aganst matenal misstatement or loss

The Board has put In place a system under which there 1s an
ongoing process for identifying, evaluating and managing the
significant nsks faced by the Group This system has been in place
for the year under review and up to the date of approval of these
accounts The system s regularly reviewed and accords with the
guidance in the Turnbull Report

Dunng the year, the Board has reviewed the effectiveness of the
system of internal control by a process of continuous monitonng
The executive directors of each business unit are responsible for
ensunng that controls are operating effectively Exceptions are
reported to the two executive boards and, if sufficiently senous, to
the PLC Board, with any required mprovements fed back for action
The Board has kept under review any need for an internal audit
function and has reconfirmed that such a function s not required as
it believes It to be nappropnate in a group of Victona PLC's size
and complexity

~




Corporate Governance Statement

continued

Investor Relations

The Charman and the Board seek to ensure that the wiews of major
shareholders are understood by the Board The Chairman maintains
regular contact with major shareholders and the Senior Independent
Director, Keith Ackroyd, offers a line of contact should the
shareholders decide thay need further understanding of thewr 1ssues
or concerns The Group Managing Director and Group Finance
Director meet regulary with the mayor shareholders and updates are
provided to all Board meetings

The Board recognises the Annual General Meeting (AGM) as an
important opportunity to meet private shareholders At its AGM,
which s chared by the Charman, the Company complies with the
provisions of the Code relating to the disclosure of proxy votes, the
separation of resolutions and the attendancs of the Committee
Charmen The Company’s procedure is o arrange for the notice of
the AGM and related papers to be posted to sharsholders at least
twenty workang days in advance to allow for consideration pnor to
the meeting

Financial Reporting

The Board seeks to present a balanced and understandable
assessment of the Company's position and prospects Details are
gven in the Charrman's report and the Operating and Financial
Rewviews
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Complance with the prowvisions of the Combined Code

The Company apphed the prnciples set oui in Section 1 of the
Combined Codes throughout the year and has complied with the
detailed prowvisions set out therein with the {ollowing exceptions

o Mr Gilbert and Mr Anton will continue as non-executive dwectors
beyond a term of nine years, as the Board considers that they
continue to make a valuable and effectve contnbution  Due to the
tenure of Mr Gilbert and Mr Anton, the Combined Code would
not consider the Audit Committee to be fully ndspendent The
Board however, considers the Audit Committee as appropnate
gven the size and operation of the Group

No formal reviews were undertaken of the performance of
indmidual directors or of the effectveness of the Board as a
whole, as each director's performance 1s evaluated annually in
conjuncton with the remuneration review and the Board does not
consider that a formal review of its effectiveness would be of any
significant value

The Company's auditors, Deloitte & Touche LLP, are required to
review whether the above statement reflects the Company's
compliance with the nine prowvisions of the Combined Code
spectfied for its review by the Listing Rules and to report if it does
not reflect such compliance No such report has been made

By Order of the Board
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Secretary
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Risk Management

The directors continue to develop processes for iIdentifying,
understanding and evaluating the nsks faced by the orgarisation
The directors recognise that the management of significant nsks is
necessary in order that the Group achieves its objective of creating
sustanable, growing returns for our shareholders

At both Group and subsidiary level, we categonse rnisk across four
key areas Financsal, operational, organisational and external For

Business Risk

each key nsk, we review the Ikelihood of its occurrence, its potential
effect on our performance and identfy management responsibility
for the nsk, control measures in place and any mitigating actions
that are required

We have Iisted in the table below examples of key nsks being
managed by the business and mitigating actions or controls

Risk Area Descnption Potential impact Mitigation
Finance Interest rates — Increased borrowing costs Hedging policy
exposure to market rate See financial review
Funding — Inatulity to pursue capial Dabt capacity
Lack of avalable funds expenditure or acquisitions See financial review
Foreign exchange — Unexpected impact on Use of forward contracts
exposure to market rates matenal or nvestment cost See financial review
Operaticnal Health & Safety — Loss of avallabity Procedures, First Aiders on
parsonal injury to employees of employees duty, Health & Safety Officers
Customer satisfaction — Failure to retain and grow Proactive service and quality
Insufficient quality or key customers accounts management, regular customer
on-time delivery meetings, own fleet (UK)
Equipment — Inability to produce carpet in Mamntenance programme and
breakdown of key plant accordance with production plan  reciprocal breakdown agreements
Organisational People — Failure to retain and Service agreements,
loss of key staff develop key management regular ine management reviews
External Market — Inability to mantain Geographic spread and

major downturn

Regulations —
breach of apphcable rules

sales growth

Unexpected mpact on
sales and profit

mix of business

Internal contrals, ongoing
training, Nsurance
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Directors’ Remuneration Report

The report is dwvided into two sections, unaudited and audited
information, In accordance with schedule 7A of the Companies Act
1885 The audited information commences on page 32

Unaudited information

Remuneration Committee

The members of the Remuneration Committee throughout the year
wera R M Gilbert {Chairmany}, 1 A Anton and K Ackroyd, of whem all
were non-executive directors

The comimittee meets at least twice a year to review and determine
the remuneration of the executve directors and the directors of
substdiary companies

During the year, the Committee met twice and each member
attended the meetings It received materal assistance from advice
gven by the Group Managing Director, A R Bullock, and the non-
axecutive director of the Company's Australian subsiciary, M J
Davies No external advice was taken dunng the year

Directors’ Remuneration Policy

The directors’ remuneration policy for the year ended 31 March
2007 and future years is to ensure that remuneration 1s sufficiently
attractive to attract, retain and motivate executive directors and
directors of subsidiary companies of a calibre that meets the
Group's needs to achieve its performance against financial
objectives and relevant competitors Remuneration throughout the
Group 15 designed to be competitive In the country of employment
The Committee gives full consideration to the requirements In
Schedule A of the Combined Code The principal components of
remuneration, which will remain in operation for the next financial
year and thereafter, for executive directors and directors of
subsidiary companies are

Basic salary and benefits

Basic salary reflects the responsibiity of the job and indwvidual
performance The Company also provides a company car or
aliowance and, in the UK, private healthcare cover and death in
service cover

Performance-related bonus

The remuneration policy of the Committee follows the principle of
the Combined Code that the performance-related elements of
remuneration should form a significant propartion of the: total
remuneration package of executive directors and should be
designed to align therr interests with those of shareholders and to
give these directors keen incentives to perform at the highest levels
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The Group operates an annual bonus scheme for executive
drrectors and directors of subsidiary companies The scheme Is
designed to encourage performance which the Remuneration
Committee considers would contribute most to increasing
shareholder value

Bonuses, which are awarded at the discretion of the Remuneration
Commuttee, would normally be in the range of 0-40% of basic
salary Bonuses are not pensionable

Long-term incentives and share options

The Remuneration Committee has decided against the use of any
long-term incentive plan (LTIP) or share option scheme for executive
drectors and directors of subsidiary companies

Pensions

Executive directors partictpate in various defined contribution
schemes, with the UK executive directors having a normal
retrement age of 65

Service contracts

Executive directors, in ine with Group policy, have notice penods of
12 months except following a change of control when the period of
notice required from the employer s extended to 24 months Al
new appaintments ars intended to have these same notice penods,
but 1t 1s recognised that for some appointments a longer period may
initizlly be necessary for competitive reasons, reducing to 12
moniths thereafter

The services of non-executive directors are secured under contracts
In the form of letters of appointment with a three-year term Their
remuneration s reviewed penocdically and determined by the ful
Board

Directors’ interests
The directors of the Company who held office at 31 March 2007
had the following Interasts in the Orcdinary Shares of the Company

31 March 2007 1 Apnl 2006

Non- Non-

Beneficial Beneficial Beneficial Beneficial

K Ackroyd — —_ — —
| A Anton 74,275 80,000 74,275 80,000
AR Bullock 28,750 — 28,750 —
J A Duncan 16,240 — 16,240 —
R M Gilbert — —_ — —
B Poynter — — — —
| Davies — — — —




The interests of the directors in the shares of the Company and its
subsichanes have not changed between the year end and 1 June
2007

Directors' service contracts
Details of the serice contracts or contracts for serwices of the
drrectors who served dunng the year are as follows

R M Gibert

The services of R M Gitbert as Charman and non-executive director
are provided under a contractual letter of continuing appointment
dated 9 May 2005 with Winchdown Lmited, of which heis a
director The appointment runs from 10 May 2005 until 10 May
2008 The contract does not include any prowvision for earty
termination

1A Amton

The services of | A Anton as a director are provided under a
contractual letter of continuing appointment dated 18 October 2005
with Hamson Sydney Limited, of which he s a director The
appoiniment runs from 1 December 2005 untl 30 November 2008
The contract does not Include any provision for early termination

K Ackroyd

K Ackroyd serves as a non-exscutive director under a comtractual
letter of continuing appamntment dated 2 December 2004 The
appointmeant expires on 2 December 2007 and there are no
provisions for early terminaton

Executive Directors
The executive directors ars employed under service contracts which
include the followang terms

Notice penod from the Company

Following a

Dato of  Under normal change of

Director contract circumstances controt
A R Bullock 25 February 1897 12 months 24 months
J A Duncan” 25 February 1897 12 months 24 months
B | Poynter 1 Apnl 2001 12 months 24 months
| G Davies 19 March 2007 12 months 24 months

Retrad on 30 Apnl 2007

TSR — Total Shareholder Returns

The following chart shows the total shareholder return on ordinary shares i Victona PLC over the last five years

Victona PLC — Total Return on Investment

The performance 1s measured aganst the FTSE Small Cap index {excluding Investment Trusts), which 1s considered by the directors to be
the most appropnate broad-based comparator Total shareholder return represents the increase in the value of a share held by an investor

assuming Immediate reinvestment of dwidends

N




Directors’ Remuneration Report

continued

Audited Information

Directors’ emoluments and pensions
The emcluments of all drectors for the year ended 31 March 2007 were

Benefits Car/fuel Total Total
Salary/Fees in kind allowance Bonus 2007 2006
Executive

A R Bullock 141 14 — 44 199 156
J A Duncan 60 14 — 18 g2 g2
M S W Lee 47 — 5 — 52 104
M W Qakley 38 31 3 72 187
B | Poynter 92 6 — 37 135 —
| G Davies 4 1 — — 5 —

Non-executive
R M Gilbert (Charman) 40 — — — 40 34
K Ackroyd 22 — — — 22 20
| A Anton 20 — — — 20 20
637 613

Each director served for the full year with the exception of

M W QOakley who retired on 7 August 2006,
B | Poynter who was appointad on 7 August 2006,

Directors’ pension entittements
Five directors were members of money purchase schemes
Contributions paid by the Group in respect of such schemes were

M S W Lee who resigned on 18 September 2008, and 2007 2006
t G Davies who was appointed on 19 March 2007 £000 £000
Share optrons A R Bullock 33 25
No director held options to purchase shares dunng the year J A Duncan 17 17

MS W Lee 7 14

MW Cakley 4 27

B | Poynter 8 —

| G Davies — —

69 83
By Order of the Board
72@ Danks
-
T A Danks ’egyawKJ
Secretary

20 June 2007
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Statement of Directors’ Responsibilities

The directors are responsible for preparing the Annual Report and
the financial statements The directors are required to prepare
financial staternents for the Group in accordance with the
International Financial Reporting Standards (IFRS) as adopted by
the European Union and have also elected to prepare financial
staternents for the Company in accordance with IFRS Company
law requires the directors to prepara such financial statements in
accordance with IFRS, the Companies Act 1985 and Article 4 of the
IAS Regulation

International Accounting Standard 1 requires the financial
statemenits to be presentad farrly, for each financial year, the
Company’s financial position, financial performance and cash flows
This requires the faithful representation of the effects of transactions,
other events and conditicns, In accordance with the definions and
recognition cntena for assets, habiities, Income and expenses set
out in the Internatienal Accounting Standards Board's “Framework
for the preparation and Presentation of Financial Statements™ In
virtually all circumstances, a far presentation will be achieved by
compliance with all applicable International Financial Reporting
Standards Duwectors are afso required to

¢ Properly select and apply accounting polices,

e Present information, including accounting policies, n a manner
that provides relevant, relliable, comparable and understandable
information, and

e Prowde additonal disclosures when compliance with the specific
requrrerments in IFRS 18 insufficient to enable users to understand
the impact of parhicular transactions, other events and conditions
on the Group's financial position and financial perforrmance

The directors are responsible for keeping proper accounting records
which disclose the reasonable accuracy, at any tme, of the financial
posttion of the parent company They have a general responsibiity
for taking such steps, as are reasonably open to them, to safeguard
the assets and for the prevention and detection of fraud and other
iregulanties The directors are also responsible for the preparation
of a directors’ report and directors' remuneration report which
comply with the requirements of the Comparies Act 1985

The directors are responsible for the maintenance and integnty of
the corporate and financial Information included in the Victana PLC
website Legislation in the United Kingdom governing the
preparation and dissemination of finangial statements may differ
from legislation in other junsdictions

~




Independent Auditors’ Report to
the Members of Victoria PLC

Wa have audited the Group and Parent Company financial
statements {the “financial statemenis”) of Victona PLC for the year
ended 31 March 2007 which compnse the consolidated income
staterment, the consohdated and indmdual company balance
sheets, the conschdated and indwdual company cash flow
statements, the consolidated statement of recognised income and
expense and the related notes 1 to 27 These financial statements
have been prepared under the accounting policies set out therein
We have also audited the inforrnation in the directors’ remuneration
report that I1s descnbed as having been audited

Thus report 1s made solely to the Company’s members, as a body, In
accordance with section 235 of the Companies Act 1985 Qur audit
work has baen undertaken so that we might state to the Company’s
members those matters we are required to state to them in an audtors’
report and for no other purpose To the fullest extent permitied by law,
we do not accept or assume responsbility to anyonea other than the
Company and the Comparny's members as a body, for our audit work,
for this report, or for the opimions we have formed

Respective responsibilities of directors and audrtors

The directors’ responsibilities for prepanng the annual report, the
directors’ remuneration report and the financial statements In
accordance with applicable law and Internanonal Financial
Reporting Standards (IFRSs) as adopted by the European Union are
set out in the statement of drectors' responsibibties

QOur responsibility 15 1o audit the financial statements and the part of
the directors’ remuneration report to be audited in accordance with
relevant legal and regulatory requirements and International
Standards on Auditing (UK and Ireland)

We raport to you our opinion as to whether the financial statements
give a true and fair view and whether the financial statements and
the part of the directors’ remuneration report 10 be audited have
been properly prepared in accordance with the Compartes Act
1985 and, as regards the Group financial statements, Article 4 of
the IAS Regulation We also report to you whethar in our opinion the
information given in the directors’ report 1s consistent with the
financial statements

In addition we report to you if, In our opirion, the Cormpany has not
kept proper accounting records, if wa have not receved all the
information and explanations we require for our audit, or If
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information specified by law regarding directors’ remuneration and
other transactions 1s not disclosed

We review whether the corporate governance statement reflects the
Company's comphance with the nine provisions of the 2003
Combined Cods specified for our review by the Listing Rules of the
Financial Services Authonty, and we report if it does not We are not
required to consider whather the Board’s statements on internal
control cover all nsks and controls, or form an opinton on the
effectiveness of the Group's corporate governance procedures or its
nsk and control procedures

We read the other information coriammed in the annual report and
consider whether 1t 1s consistent with the audited financial
staterments The other information comprises only the drectors’
repont, the unaudited part of the directors’ remuneration report, the
charman’s statement, the operating and financial review and the
corporate governance statement We consider the implications for
our report if wa become aware of any appareni misstatements or
matenal Inconsisterncias with the financial statements Our
responsibifities do not extend to any further information cutside the
annual report

Basis of audit opimon

We conducted our audtt in accordance with International Standards
on Auditing {UK and Ireland) issued by the Auditing Practices Board
An audt includes examnabon, on a test bass, of evidence relevant to
the amounts and disclosuras in the financial statements and the part
of the directors’ remuneration report to be audited It also includes an
assessment of the significant estimates and Judgements made by the
directors in the preparaton of the financial staterments, and of whether
the accounting policies are appropnate to the Group's and Company's
arcumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain a¥l the
information and explanations which we considered necessary In
order to provide us with sufficient endence to give reasonable
assurance that the financial statements and the part of the
Directors” Remuneration Report to be audited are free from matenal
misstatement, whether caused by fraud or other imegulanty or error
In forming our opinion we also evaluated the overall adequacy of the
presentation of information in the financial statements and the part
of the directors’ remuneration repert to be audited




Opimon
In our opinion

the Group financial statements give a true and farr view, in
accordance with IFRSs as adopted by the European Union, of
the state of the Group's affairs as at 31 March 2007 and of its
profit for the year then ended,

the Parent Company financial statements give a true and far
view, n accordance with IFRSs as adopted by the European
Union as applied in accordance with the provisions of the
Companies Act 1985, of the state of the Parent Company's
affars as at 31 March 2007,

the financial statements and the part of the direclors’ remuneration
report to be audited have been property prepared in accordance
with the Comparies Act 1985 and, as regards the Group financial
staterments, Article 4 of the 1AS Regulation, and

the nformation given 1n the directors’ report 1s consistent with the
financial statements

Separate opinion in relation to IFRSs

As explained in the Accounting policies, the Group in addition to
complying with its legal obligation to comply with IFRSs as adopted
by the European Union, has also complied with the IFRSs as issued
by the International Accounting Standards Board

In our opinion the Group financial statements give a trus and fair
wview, It accordance with IFRSs, of the state of the Group's affarrs as
at 31 March 2007 and of its profit for the ysar then ended

Delortte & Touche LLP

Chartered Accountants and Registered Auditors
Birmingham

20 June 2007 \ —_—
>N\ e \eucve
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Consolidated Income Statement

For the 52 weeks ended 31 March 2007

52 weeks 52 weeks

ended ended

31 March 1 Apnl

2007 2006

Notes £000 £000

Revenue 1 55,426 52,288

Cost of sales (39,003 (37.566)
Gross profit 16,423 14,722

Distrbution costs (10,641) (9,770)

Administrative expenses (3,097) (3,007)
Other operating income 700 921

Restructunng costs — {188)
Operating profit 1 3,385 2,678
Share of results of associated company 104 73

Finance costs 3 (727) (F40)
Profit before tax 1,4 2,762 2,011

Taxation 7 (754) (383)
Profit for the penod 2,008 1,618
Attnbutable to equity holders of the parent 2,008 1,618
Earnings per share — pence basic 9 2892 2330
diuted 4] 28 92 23 30
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Consolidated Statement of Recognised
Income and Expense

For the 52 weeks ended 31 March 2007

52 weeks 52 weeks

ended ended

31 March 1 Apnl

2007 2006

£'000 £'000

Exchange differences on translation of foreign operations (33) 83

Net income/{loss} recognised directly in equity {33) 83

Profit for the period 2,008 1,818

Total recognised income and expense for the period 1,975 1,618
Attnbutable to

Equity holders of the parent 1,975 1,618

-~




Balance Sheets

As at 31 March 2007

Group Company
31 March 1 Apnl 31 March 1 Apnl
2007 2006 2007 2006
Notes £000 £000 £000 £000
Non-current assets
Intangble assets 1 49 527 — —
Property, plant and equipment 12 23,846 24172 5,312 5373
Investment property 13 180 180 180 180
Investment in subsidiary undertakings 13 — — 3,321 3,321
Investment in associated company 13 4569 440 56 56
Deferred tax asset 18 983 659 3 13
Total non-current assets 25,969 25978 8,872 8,943
Current assets
Inventones 14 15,740 16,110 — —
Trade and other recevables 15 9,603 10,215 4,505 4,074
Financial asset 17 10 — 10 —
Cash at bank and i hand 644 234 —_ —
Total current assets 25,997 26,559 4,515 4074
Total assets 51,966 52,537 13,387 13,017
Current habilties
Trade and other payables 16 8,234 8,505 61 130
Current tax habilities 998 861 —_ —
Financial labilities 17 5,261 7.551 2,782 2,645
Total current habilties 14,493 17,017 2,843 2,775
Non-current hiabilities
Trade and other payables 1,209 1,090 _ —
Financial labilities 17 5,072 4,849 — —
Deferred tax labiites 18 2,209 1,774 695 682
Total non-current labilities 8,490 7,713 695 682
Total habilities 22,983 24,730 3,538 3,457
Net assets 28,983 27,807 9,849 9,560
Equity
Issued share capital 19 1,736 1,736 1,736 1,736
Share premium 20 829 829 829 829
Retained earnings 20 26,418 25,242 7,284 6,995
Total equity 21 28,983 27,807 §,849 9,560

The accounts on pages 36 to 63 were approved by the Board of Directors and authonsed for issue on 20 June 2007

They were signed on its behalf
R M Gilbert Directors Iyg(ﬁw / *
| G Davies o Ot — Avn o
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Cash Flow Statements

For the 52 weeks ended 31 March 2007

Group Company

52 weeks 52 weeks 52 weeks 52 weeks

ended ended ended ended

31 March 1 Apal 31 March 1 Apnl

2007 2008 2007 2006

Notes £000 £000 £000 £000

Net cash inflow from operating activities 22 5,061 2,957 574 407
Investing activities

Dwvidends receved from associates 32 23 32 23

Purchases of intangible fixed assets — — — —

Purchases of property, plant and equipment (1,959} (2,773) - —

Proceeds of disposals of property, plant and equipment 74 435 —_ 10

Net cash used in investing activites (1,853) {2,315) 32 a3
Financing actiwities

(Decrease)/incraase In long-term loans 347 (73} — —

Recelpts from financing of assets 870 839 -_ —

Payment of finance leases/HP labilities (963} (934) - -

Dmdends pad (799) {799) (799) (799)

Net cash (used in}/from investing activities (545) {1,167} (799) (799}

Net (decrease}/increase in cash and cash equivalents 2,663 (525) {193} {358)

Cash and cash equivalents at beginning of penod (6,363) {5,827) (2,590) {2,232)

Effect of foraign exchange rate changes 7 {(11) —_— —_

Cash and cash equivalents at end of perod 23 {3,693) 6.363) {2.783) {2.580)

Y\\as




Accounting Policies

The financial statements have been prepared in accordance with
International Financial Reporung Standards  The financial
statements have also been prepared in accordance with IFRS
adopted for use n the Eurcpean Union and therefore comply with
Article 4 of the EU IAS regutation

The financial statements have been prepared on the histoncal cost
basis, except for the revaluation of certain properties and financial
instruments  The pnncipal accounting policies adopted are set

out below

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company
{its subsicdianes) Control 1s achieved where the Company has the
power to govern the financial and operating policies of an entity so
as to obtain berefits from its activities

The results of subsidianes acquired or disposed of during the year
are included in the consolidated income statement from the
effective date of acquisition ar up to the effective date of disposal,
as appropnate

Where necessary, adjustments are made to the financial statements
of subsicharies to bnng their accounting palicies into ine with those
used by other members of the Group

All intra-group transactions, balances, ncome and expenses are
eliminated on consolidation

Business combinations

The acquisition of subsidianes 1s accounted for using the purchase
method The cost of the acquisition 1s measured at the aggregate of
the far values, at the date of exchange, of assets given, labilities
incurred or assumed, and equity iInstruments 1ssued by the Group in
exchange for control of the acquiree, plus any costs directly
attnbutable to the business combination The acquiree’s identifiable
assets, labilites and contingent labilities that meet the conditions
for recognition under IFRS 3 are recogrised at their far values at the
acquisition date, except for non-current assets {or disposal groups)
that are classified as held for sale in accordance with IFRS 5 Non-
Current Assets Held for Sale and Discontinued Operations, which
are recognised and measured at far value less costs to sell

Goodwill ansing on acquisition 1s recognised as an asset and initially
measured at cost, being the excess of the cost of the business
combination over the Group's interest In the net far value of the
identfiable assets, kabhties and contingent habilties recognised K,
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after reassessrment, the Group's interest in the net far value of the
acquiree's identfiable assets, labilities and contingent habilities
exceeds the cost of the business combination, the excess 15
recogrised immediately in profit or loss

Investments in associates

An associate 1s an entity over which the Group has significant
influence and that 1s neither a subsidiary nor an interest in a joint
venture Significant influence 1s the power to participate in the
financial and operating pchcy decisions of the investee but is not
control or joint control over those policies

The results and assets and labilities of associates are incorporated
i these financsal statements using the equity method of accounting,
except when the nvestment is classified as held for sale, in which
case it s accounted for under IFRS S Non-current Assets Held for
Sale and Drscontinued Operations Under the equity method,
Investments In associates are carned in the consolidated balance
sheet at cost as adjusted for post-acquisiion changes in the
Group’s share of the net assets of the associate, less any
imparrment in the value of Indivdual investments Losses of an
assoclate In excess of the Group's Interest in that associate (which
ncludes any long-term interests that, in substance, form part of the
Group's net investment In the associate) are not recognised

Any excess of the cost of acquisition over the Group’s share of the
net far value of the identfiable assets, llabilities and contingent
liabiities of the associate recogrsed at the date of acquisition 1s
recognised as goodwil The goodwall 1s iIncluded within the carmang
amount of the iInvesiment and 1s assessed for mpatrment as part of
the investment Any excess of the Group's share of the net farr value
of the identifiable assets, labiliies and contingent labiites over the
cost of acquisition, after reassessment, 1s recognised Immediately in
profit or loss

Whare a Group entity transacts with an associate of the Group,
profits and losses are eliminated 1o the extent of the Group's interest
in the relevant associate

Goodwill

Goodwill ansing on the acquisition of a subsidiary represents the
excess of the cost of acquisition over the Group's interest in the net
far value of the dentfiable assets, labilites and contingent latxlites
of the subsidiary recognised at the date of acquisiion Goodwill 1s
inibially recogmsed as an asset at cost and 1s subsequently
measured at cost less any accumulated impairment losses




For the purpose of impairment testing, goodwill 1s allocated to each
of the Group's cash-generating units expected to benefit from the
continued synergies of the combination Cash-generating units to
which goodwill has been allocated are tested for impairment
annually, or more frequently when there 1s an indication that the urit
may be imparred If the recoverable amount of the cash-generating
unit 1s less than the camying amount of the unit, the imparment loss
15 allocated first 1o reduce the camyng amount of any goodwill
allocated to the unit and then to the other assets of the unit pro rata
on the basis of the carrying amount of each asset In the unit An
imparment loss recognised for goodwill s not reversed na
subsequent penod

On disposal of a subsidiary or a jomnily controlled entity, the
attnbutable amount of goodwill 1s iIncluded In the determination of
the profit or loss on disposal

The Group's policy for goodwll ansing on the acquisition of an
assocliate 1s descnbed under 'Investments in associates” above

Non-current assets held for sale

Non-current assets and disposal groups are classified as held for
sale if therr carmying amount will be recoverad through a sale
transaction rather than through continuing use This condition 18
regarded as met onfy when the sale 1s highly probable and the asset
{or disposal group) 1s avalable for immediate sale in its present
condition Management must be commutted to the sale, which
should be expected to qualify for recogrition as a completed sale
within one year from the date of classification

Non-current assets {and disposal groups) classified as held for sale
are measured at the lowar of the assets’ previous carrying amount
and fair value less costs to sell

Revenue recognition

Revenue 1s measured at the far value of the consideration receved
or receivable and represents amounts receivable for goods and
services provided in the normal course of business, net of discounts
and sales related taxes Sales of goods are recognised when goods
are dispatched

Interest income 15 accrued on a tme basis

Dmdend ncome from investments 1s recogrised when the
shareholders’ nghts o receve payment have been established

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substanually all the nsks and rewards of ownership to
the lessee All other leases are classified as operating leases

Asgsets held under finance leases are recognised as assets of the
Group at ther fair value at the inception of the lease or, if lower, at
the present value of the minimum lease payments The
corrasponding llability to the lessor 8 included in the balance sheet
as a finance lease obligaton Lease payments are apportioned
between finance charges and reduction of the lsase obligation so as
to achigve a constant rate of interest on the remaning balance of
the hability

Finance charges are charged to profit or loss, unless they are
directly attnbutable to gualifying assets, in which case they are
capitalised in accordance with the Group's general policy on
borrowing costs (see below)

Rentals payable under operating leases are charged to profit or loss
on a straight-line basis over the term of the refevant lease Benefits
receved and receivable as an incentive to enter iNto an operating
lease are also spread on a straight-line basis over the lease term

Foreign currencies

The indvidual financial statements of each Group entity are
presented in the currency of the primary economic environment in
which the entity operates (its functronal currency} For the purpose
of the consolidated financial statements, the results and financial
position of each entity are expressed in sterling, which 1s the
functional currency of the Company, and the presentation currency
for the consolidated financial statements

In prepanng the financial statements of the iIndmdual entities,
transactions In currencies other than the entity’s functional currency
{foreign currencies) are recorded at the rates of exchange prevaling
on the dates of the transactions At each balance sheet date,
monetary items denominated in foraign currencies are retranstated
at the rates prevaiing on the balance sheet date

~




Accounting Policies

continued

Exchange differences ansing on the settlement of monetary iterms,
and on the retranslation of monetary stems, are included in profit or
loss for the penod In order to hedge its exposure to certan foreign
exchange nsks, the Group enters into forward contracts and
options (see below for datalls of the Group's accounting policies in
respect of such denvative financial instruments}

For the purpose of presenting consolidated financial statements, the
assets and labiites of the Group's foreign operations (including
comparatives) are expressed in sterling using exchange rates
pravaiing on the balance sheet date Income and expense tems
{iIncluding comparatwas) are translated at the average exchange
rates for the penod, unless exchange rates fluctuated significantly
dunng that penod, in which case the exchange rates at the dates of
the transachons are used Exchange differences anstng, if any, are
classified as equity and transferred to the Group’s translation
raserve Such translation differences are recognised in profit or loss
in the penod in whuch the foreign operation 1s disposed of

Goodwill and farr value adjustments ansing on the acquisition of a
foreign operation are treated as assets and labilties of the foreign
operation and translated at the closing rate

Borrowing costs

Bomrowing costs directly attnbutable to the acquisibion, construction
or production of qualifying assets, which are assets that necessarly
take a substantial penod of tme to get ready for ther intended use
or sale, are added to the cost of those assets, untl such time as the
assets are substantially ready for therr ntended use or sale
Investment income earned on the temporary Investment of speciic
borrowings pending thew expenditure on qualifying asseis I1s
deducted from the borrowing costs eligible for capitalisation

All other borrowing costs are recognised in profit or loss in the
penod in which they are incurred

Government grants

Government grants relating to property, plant and equipment are
treated as deferred income, and released to profit or loss over the
expected useful ives of the assets concerned Other government
grants, ncluding those towards staff training costs, are recognised
in profit or joss over the pencds necessary to match them with the
related costs and are deducted In reporting the related expense
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Retirement benefit costs

Payments to defined contnbution retirement benefit plans are
charged as an expense as they fall due Payments made to state
managed retirement benefit schemes are dealt with as payments to
defined contnbution plans where the Group’s obligations under the
plans are equivalent to those ansing in a defined contnbution
ratirement benefit plan

Taxation
Income tax expense represents the sum of the tax currently payable
and deferred tax

The tax currently payable 15 based on taxable profit for the year
Taxable profit differs from profit as reported in the iIncome statement
because it excludes items of Income or expense that are taxable or
deductible in other years and it further excludes itemns that are never
taxable or deductible The Group's hability for current tax 1s
calculated using tax rates that have been enacted or substantively
enacted by the balance shest date

Deferred tax 1s racognised on differences between the carmng
amounts of assets and habifives in the financial statements and the
corresponding tax bases used in the computation of taxable profit,
and are accounted for using the balance sheet ability method
Deferred tax liabiities are generally recognised for all taxable
temporary differences and deferred tax assets are recognised to the
extent that 1t 1s probable that taxable profits will be avallable aganst
which deductible tempaorary differences can be utlised Such assets
and habiliies are not recogrised if the temporary difference anses
from goodwill or from the inikal recogrition (other than in a business
combnnation) of other assets and llablities In a transaction that
affects nesther the taxable profit nor the accounting profit The
carming amount of deferred tax assets 1s reviewed at each balance
sheet date and reduced to the extent that it 15 no longer probable
that sufiicient taxable profits will be avalable to aliow all or part of
the asset to be recovered

Deferred tax 1s calculated at the tax rates that are expected to apply
n the penod when the hability s settled or the asset realised
Defered tax 15 charged or credited to profit or loss, except when it
relates to items charged or credited directly to equity, in which case
the deferred tax 1s also dealt with in egquity




Deferred tax assets and habilities are offset when there s a legally
enforceable nght to set off current tax assels against current tax
llabilimes and when they relate to ncome taxes levied by the same
taxation authonty and the Group intends to settle its current tax
assets and habilties on a net basis

Property, plant and equipment

Land and buldings held for use in the production or supply of
goods or serices, or for administrative purposes, are stated i the
balance sheet at ther deemed cost, being the far value at the date
of adoption of IFRS, less any subsequent accumulated depreciation
and subsequent accumulated imparment losses Depreciation on
buidings 15 charged to profit or loss

Properties in the course of construction for production, rental or
admmistrative purposas, or for purposes not yet determined, are
carried at cost, less any recogrised impairment loss Cost includes
professional fees and, for qualifying assets, borrowing costs
capitalised in accordance with the Group’s accounting policy
Depreciation of these assets, on the same basis as other property
assets, commences when the assets are ready for ther

intended use

Fixtures and equipment are stated at cost less accumulated
depreciation and any accumulated imparment losses Depreciation
15 charged so as to wnite off the cost or valuation of assets, other
than land and properties under construction, less any anticipated
resiciual value, over ther estmated useful lves

Assets held under finance leases are depreciated over therr
expected useful lives on the same basis as owned assets

The expected useful Ives of assets are

Buidings 50 years
Plant and equipment 3 to 20 years
Moator vehicles 410 5 years

The gain or loss ansing on the disposal or retirement of an temn of
property, plant and equipment 1s determined as the difference
between tha sales proceeds and the carrying amount of the asset
and 1s recogrised in profit or loss

Patents and trademarks

Patents and trademarks are measured inually at purchase cost and
are amortsed on a straight-line basis over therr estimated useful
Iives

impairment of tangible and intangible assets

excluding goodwilf

At each balance sheet date, the Group réwews the carrying
amounts of its tangible and intangible assets to determine whether
there 15 any indication that those assets have suffered an
impaimment loss i any such indication exists, the recoverable
arnount of the asset 1s estmated in order to determne the extent of
the impairment loss {if any) Where it i1s not possible to estimate the
recoverable amount of an indwdual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the asset
belongs

Recoverable amount 1s ths higher of farr value less costs to sell and
value In use

If the recoverable amount of an asset {or cash-generating unit} 1s
estmated to be less than its carrying amount, the carrying amount
of the asset {cash-generating unit) 1s reduced to its recoverable
amount An impairment loss 15 recognised mmediately in profit or
loss, unless the relevant asset 1s camed at a ravalued amount, In
which case the Impairment loss Is treated as a revaluation decrease

Inventones

Inventones are stated at the lower of cost and net realisable value
Cost compnses drect matenals and, where applicable, direct labour
costs and those overheads that have been incurred in bringing the
inventones to therr present location and condition Cost 1s
calculated using the weighted average method Net realisable value
represents the estimated sefing pnce less all estmated costs of
completion and costs to be incurred In marketing, seling and
distnbution

Financial instruments

Financial assats and financial labiities are recogrused on the
Group's balance sheet when the Group becomes a party to the
contractual prowisions of the iInstrurnent

~




Accounting Policies

continued

Trade receivables

Trade recevables are measured at inibal recognition at far value
Appropnate allowances for estimated wrecoverable amounts are
recognised in profit or loss when there 1s objective evidence that the
asset 15 impasred

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, overnight,
deposits, bank overdrafts and loans repayable within one year

Bank borrowings

Interest-beanng bank loans and overdrafts are recorded at the
procesds received, net of direct 1ssue costs Finance charges,
including premiums payable on settlement or redemption are
accounted for on an accrual basis in profit or loss

Denvative financal instruments and hedge accounting
The Group's activities expose 1t pnmanly to the financial nsks of
changss in foreign exchange rates and interest rates

The Group uses denvative financtal iInstruments (pnmanly foraign
currency forward contracts) to hedge its nsks associated with
foreign currency fluctuations relating to certan firm commitments
and foracasted transactions The significant interest rate nsk anses
from bank Ioans, finance leases and hire purchase contracts The
Group's policy 1s to convert a proportion of is floating rate debt to
fixed rates

The use of {inancial denvatives 1s governed by the Group's policies
approved by the Board of directors, which provide wniten principles
on the use of financial derivatives consistent with the Group's nisk
managament strategy

The Group does not use denvative financal nstrurments for
speculatve purposes

Changes in the farr valus of denvative financial instruments that are
designated and effective as hedges of future cash flows are
recognised directty In equity and the ineffective portion 1s recognised
immediately n the Income statement Changes in the far value of
dervative instruments that do not qualify for hedge accounting are
recognised in the ncome statement as they anse
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IFRS not yet applied

The following IFRSs are avalable for earty application but have not
been applied by the Company or the Group in these financial
statements

¢ IFRS7 'Financial nstruments’ Disclosures apphicable for years
commencing on or after 1 January 2007, and

e IFRSB ‘Operating Segments’ — applicable for years
commencing on or after 1 January 2009

The apphication of IFRS7 or IFRS8 would not have affected the
batance sheets or iIncome statements as the standards are only
concerned with disclosuras

The Group plans to adopt IFRS7 on 1 Apnl 2007 and IFRSB on
1 Apnl 2009




Notes to the Accounts

Segmental information

For management purposes, the Group 1s organised into three operating dmisions according to the geographical areas where they are
managed These dmsions are the bass on which the Group reports its pnmary segment information The three dvisions are UK &
Ireland, Australia and the Canadian Associate

Geographical segment information for revenue, operating profit and a reconciliation to entity net profit 15 presented below

Income 52 weeks ended 31 March 2007 52 weeks anded 1 Apnl 2006
statement Profit Profit
QOperating Finance before Operating Finance before
Revenue profit charges tax* Revenue profit charges tax”
£000 £000 £000 £000 £000 £000 £000 £000
UK & Ireland 31,720 1,564 (346) 1,218 29,647 865t {337} 528
Austraha 23,706 2,082 (271) 1,811 22,641 2,222 (250) 1,972
55,426 3,646 617) 3,029 52,288 3,087 (587) 2,500
Share of results
of associate -_— —_ —_ 104 — — — 73
Central costs — {261) (110) (371) _ (409) (153) {562)
Total continung
operations 55,426 3,385 (727) 2,762 52,288 2,678 {740} 2,011
Tax [754) {393)
Profit after tax from

continung actvitiss 2,008 1,618

* The share of profits of tha associated company 1s shown net of tax as required by LAS1

+ Operating profit from the UK and Ireland operations 1s stated after a £188,000 charge for business reorganisation costs (closure of
Kidderminster dyehouse)

Intersegment sales between the UK and Ireland and Australia wers immatenal in the current and comparative penods

Balance sheet As at 31 March As at 1 Apnl
2007 2006

Segment Segment Segment Segment
assets habities assets liabthtes
£000 £000 £000 £000
UK & Ireland 28,239 9,901 30,058 12,675
Australia 22,994 9,544 21,652 8,598
Canada 469 — 440 —
Unallocated central asssts/labiities 264 3,538 387 3,457
51,966 22,983 52,537 24,730

~




Notes to the Accounts

continued

1 Segmenta! nformation continued

The investment in associated company s held directly by the parent entity and does not relate specifically to either geographic

segment
Other segmenta) information
52 weeks 52 weeks
endead ended
31 March 1 Apnl
2007 2006
£000 £000
Depreciation and amortisation
UK and Ireland 1,024 1,138
Austraba 1,229 1,181
Unallocated central -_— —
2,253 2,320
No other significant non-cash expenses were deducted in measunng segment results
Capital expendrture
UK and Ireland 379 1,298
Austraha 1,580 1,475
Unallocated central —_ —
1,859 2,773

Business segments

No secondary segmental information 1s reported as the directors consider that substantially all of the Group’s operations relate to a

singla actmty, that of the manufacture and sale of campets

2 Revenue

52 weeks 52 weeks

ended ended

31 March i Apn!

2007 2006

£000 £000

Continuing operations

Sale of goods 55,426 52,288
55,426 52,288

Other operating income 700 821
Investment incomea 32 23
56,158 53,232

3  Finance costs

2007 2006

£000 £000

Loans and overdrafts wholly repayable within five years 543 581
Other loans - (16)
Hire purchase and finance lease interest 184 175
727 740
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Profit on ordinary activities before taxation

2007 2006
£000 £000
After charging/{crediting)
Net foreign exchange {gains)losses (33) {56)
Depreciation 2,226 2,293
Amortisation of ntangible assets 27 27
(Profit/loss on sale of fixed assets 8 (55)
Charges under operating leases 517 567
Auditors’ remuneration  — audit services 77 85
— other assurance services — 21
— tax services 20 16
— other services 2 2
The total Auditors' remuneration in respact of the Company was £18,000 (2006 £31,000) and in respect of the subsidianes was
£58,000 {2008 £54,000)
Staff costs
2007 20086
£000 £000
Wages and salanes 13,708 13,761
Social secunty costs 1,083 1,079
Other pension costs 890 825
Total employee benafits expense 15,681 15,665
United Kingdom
Average nurmber employed & Iretand Austraha Total
2007 374 327 701
2006 397 316 713

The only employees of the Company were the three {2006 three) executive directors based in the UK whose service contracts are with

Vietona PLC

Penston costs

The Group operates a number of money purchass pension schemes The comparues and the employees contnbute towards the

schemes

The total pension cost for the Group was £880,000 (2006 £825,000}, of which £358,000 (2006 £301,000) refates to the UK schemes

~




Notes to the Accounts

continued

6  Directors’ remuneration
Aggregate remuneration
Tha total amounts of directors’ remuneration and other benefits were as follows

2007 2006

£000 £000

Emoluments {datailed in the Directors' Remuneraton Report on page 32 637 613
Contrnbutions to rmoney purchase pension schemes 69 83
706 696

Pension benefits

At 31 March 2007, retirement benefits in respect of qualfying serices were accruing to four directors under money purchase schemes

{1 Apnl 2006 four directors)

7 Tax
2007 2006
£000 £000
Current tax
— Current year — —
— Current year overseas 641 6855
— Prnor years 1 (6}
642 649
Deferred tax {(note 18)
— Current year 115 (99)
— Pnor years (3) (157)
112 (256)

Corporation tax 1s calculated at 30 per cent (2006 30 per cent) of the astimated assessable profit for the year iy the United Kingdom

and Australa Taxation for other junsdictions 1s calculated at the prevaiing rates in those junsdichons

The tax charge for the year can be reconciled to the profit per the income staterment as follows

2007 2007 2006 2006

£000 % £000 %
Profit before tax
Continuing operations 2,762 2,011

2,762 2,011
Tax at the UK corporation tax rate of 30% (2005 30%) 828 603 300
Tax effect of share of result of associate {31) W (22) 11
Tax effect of expenses that are not deductible n determining taxable profit a2 12 26 13
Effect of different tax rates of subsidianes operating in other unsdictions (52) 19 (46) 23
Moverment in short-term timing differences (22) 08) @) 02
Adjustments o pnor penods ) (01} (164) 8 2}
Tax expense and effective tax rate for the year 754 273 393 195
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10

Dwidends
2007 2006
£000 £000
Amounts recognised as distnbutions to equity holders in the pencd
Final dvdend for the year ended 1 Apnl 2006 paid dunng the year 11 5p per share 799 799
Proposed final dvdend for the year ended 31 March 2007 of 12 5p per share (2006 11 5p) 868 799

The proposed final dwidend 15 subject to approval by shareholders at the Annual General Mesting and has not been included as a

liabiity In these financial staterments

Earmings per share

The calculation of earnings per ordinary equity share in the parent entity 1s based on the following earnings and number of shares

2007 2006
Earnings (E000} basic and diluted
Profit attributable to ordinary equity holders of the parent entity 2,008 1,618
Number of shares (thousands)
— In issue throughout the pencd 6,944 6,944
Earnings per share (basic and undiluted) in pence 28 92 2330

No arrangements existed dunng the period or the comparative period that might require the 1ssue of shares and hence the diluted

earnings per share are the same as the basic earnings per share

The caleulation of the following non-statutory tem used in the Chairman’s Statement and Financial Review 15 set out below

2007 2006
Adjusted earnings £000 £000
Profit from continuing operations attributable to ordinary equity holders of the parent entity 2,008 1,618
Restructunng costs (net of 30% tax} — 132
2,008 1,750
Adjusted earmings per share 28 92p 25 20p
Rates of exchange
The results of overseas subsidiary and associated undertakings have been translated into sterling at the average exchange rates
prevailing dunng the periods The balance sheets are translated at the exchange rates prevaiing at the penod ends
2007 2006
Average Year End Average Year End
Australia 2 4687 24279 23730 24326
Euro 14717 14735 14623 14333
Canada 21540 22627 21276 20235

~




Notes to the Accounts

continued

11 Intangible fixed assets

2007 2006

Note £000 £000

Goodwill 65 65
Other intangble assets 426 462
491 527

The Intangible assets were acquired with the trade and assets of Munster Carpets and Navan Carpets and relate to custormer lists
acquired and the brand name They are amortised over 20 years

a} Goodwill
Group

2007 2006
At cost £000 £000
At 2 Apnl 2006 65 85
Exchange dfference —_ —
Purchased dunng the penod — —
Ansing on consolidation of business acquired dunng the penod —_ et
65 a5

Goodwill acquired in a business comiination is allocated at acquisition to the cash generating units that are expected to benefit from
that combination The carrying amount of goodwill i1s alfocated as follows

2007 2008
£000 £000
UK and Ireland
Munster Carpets 65 65

The Group tests goodwll annually for impairment, or more frequently  there are indications that goodwill might be impaired As at
31 March 2007 no imparment provision was considered necessary as its value In use exceeded its cost based upon the profitability
and cash flow of this unit and its anticipated growth, discounted at a weighted average cost of capital of 11 4%

b) Other intangible assets

Group

2007 2006

£000 £000

Cost At 2 April 2006 547 540
Exchange differences (1) 7

At 31 March 2007 536 547

Amortsation At 2 Aprii 2006 85 57
Exchange differences (2) 1

Charge for the penod 27 27

At 31 March 2007 110 85

Net book value At 31 March 2007 426 462
At 1 Apnl 2006 462 484

No intangible assets were held by the Company
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12 Property, plant and equipment
Property, plant and equpment

Group Company
Freehold Fixtures, Assets held Freehold Fixtures,
land and Plant and vehicles and under finance land and  vehicles and
buldings machinery  equipment leases Total buldings  equipment Total
£000 £000 £000 £000 £000 £000 £000 £000
Cost or valuation
At 3 Apnl 2005
Cost 9,050 26,029 1,743 1,886 38,708 5,493 28 5,621
Currency 11 21 4 7 43 —_ - —
Additions a7 2,377 2Mm 98 2,773 — - —
Disposals — {491) (229} (14) (734) — {(28) {28)
Transiers _ — —_ — - _— — —
At 1 Apnl 2006 9,158 27,836 1,719 1.977 40,790 5,493 — 5,493
At 2 Apnl 2006 9,158 27.936 1,719 1,977 40,790 5,493 — 5,492
Currency 17 43 2) (10} 48 — — —
Addtions 765 537 135 522 1,959 - — —
Disposals — (620} {155) {12} (787) — — —
Transfers — 1,267 45 (1,312) —_ — — -
At 31 March 2007 9,940 29,163 1,742 1,165 42,010 5,493 — 5,493
Aggregate depreciation
At 3 Apnl 2005 100 13,189 1,152 454 14,895 60 16 76
Currency — 1 2 @ i —_ — —
Charge for the year 104 1,833 172 184 2,293 60 — 80
Transfers - - — — — _— —_ —
Exceptional wrte-downs — 87 — — 87 — — —_
Disposals — (488) {160) (10} (658) —_ {16} (16}
At 1 Apni 2006 204 14,622 1,166 626 16,618 120 — 120
At 2 Apnil 2006 204 14,622 1,166 626 16618 120 — 120
Currency 1 3 (1) 8) 25 — — —
Charge for the year 103 1,838 151 134 2,226 61 — 61
Transfers — 524 27 {551) — —_ — —
Disposals —_ (608) {89) {8} {705} — — —
At 31 March 2007 308 16,407 1,254 195 18,164 181 — 181
Net book value
At 31 March 2007 9,632 12,756 488 970 23,846 5312 _ 5312
At 1 April 2006 8854 13,314 553 1,351 24172 5373 — 5,373

~




Notes to the Accounts

continued

12 Property, plant and equipment continued
Land and buldings were professionally valued at 4 Apnl 2004 and this valuation was adopted as deemed cost on adoption of IFRS

Included within fixed assets are the following

Group
Fixtures,
Plant and vehicles and
machinery equiprment Total
£000 £000 £000
Held under finance leases
Cost at 31 March 2007 792 373 1,165
Accumulated depreciation at 31 March 2007 50 145 195
Depreciation charged in year 74 60 134
Being acquired under hire purchase agreements
Cost at 31 March 2007 4,426 30 4,456
Accumulated depreciation at 31 March 2007 1,035 17 1,052
Depreciation charged tn year 314 5 319
Capital expenditure authonsed and commutted
Group
2007 2006
£000 £000
Contracts placed 821 158

The Company held no assets under finance lease or hire purchase agreements and had no capital commitments at either year end

13 Fixed asset investments

Group Company
2007 2006 2007 2006
Note £000 £000 £000 £000
Investment property (a) 180 180 180 180
Investments In subsicianes (b —_ — 3,31 3,321
Investment in associated company {c} 469 440 56 56

a) Investment property
Investment property were professionally valued at 4 Apnl 2004 and this valuation was adopted as deemed cost on adoption of IFRS
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13

14

Fixed asset investments continued
b} Investment in subsidianes
The investment represents shares in subsidianes at cost

Victona PLC owns diectly or indirectly the whole of the allotted ordinary share capital of the following prncipat subsidiary companies

Country of incorporation Nature of

and operation business

Victona Carpets Limited England Carpet manufacture
Munster Carpets Limited Ireland Carpet sales
Westwood Yarns bimited England Yarn manufacture
The Victona Carpet Company Pty Limited Australia Carpet manufacture

¢} Investment in associated undertaking

Victona PLC owns 50% of the common shares of Colin Campbell & Sons Limited, a carpet distributor incorporated in Canada, whose

accounting penod ended on 31 March 2007 (2006 31 March)

Group Company
2007 2006 2007 2006
£000 £000 £000 £000
Cost of Investment 10 101 101 101
Return of capital {45) {45) (45} (45)
Share of post-acquisition profits
{retained by associated undertaking) 413 384 — —
469 440 56 56
Inventornes
Group
2007 2006
£000 £000
Raw matenals 4,670 5,530
Work-in-progress 460 693
Firished goods 10,610 9,887
15,740 16,110

The Company held no inventones at either year end There 1s no matenal difference between the balance sheet value of invenitones and

therr replacement cost

Cost of sales in the Income Statement reprasents the amount of iInventones recogrised as an expense In the penod

~




Notes to the Accounts

continued

15 Trade and other recewables
Amounts falling due within one year

Group Company
2007 2006 2007 2008
£000 £000 £000 £000
Trade debtors 8,813 9,506 - —
Amounts owed by subsidanes —_ — 4,434 3,880
Amounts owed by associated undertaking 185 193 7 72
Other debtors 15 114 — —_
Prepayments and accrued incoms 490 402 —_ 122
9,603 10,215 4,505 4,074

An allowance has besn made for estmated imecoverable amounts from trade debtors of £0 13 million (2006 £0 12 mithon) This
allowance has been determined by reference to specific debis and past expenence of recoverabiity The amount charged against
income n respect of bad and doubtful debts was £0 01 milion (2006 £0 03 million)

The directors consider that the carrying amount of trade and other receivables approximates their farr value

Credit nsk
The Group’s pancipal financial assets are bank balances and cash, trade and other receivables and investments

The Group's credit nsk 1s prmanly attributable to its trade recevables The amounts presented in the balance sheet are net of allowance
for doubtful recevables An allowance for imparment 1s made where there 1s an identified loss event which, based on previous
expenence, 15 evidence of a reduction on the recoverability of the cash flows

The credit nsk on hquid funds and denvative financial iInstruments 1s imited because the counterparties are banks with high credit
ratings assigned by international credit-rating agencies

The Group has no significant concentration of credit nsk, with exposure spread over a large number of counterparties and customers

16 Trade and other payables
Amounts faling due within one year

Group Company
2007 2006 2007 2006
£000 £000 £000 £000
Trade creditors 5917 5,608 —_ —
Amounis due to subsidianes _ —_ 26 1
Other creditors 730 820 —_ —
Accruals and deferred income 1,587 2077 35 129
8,234 8,505 61 130
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17 Fmancial habitities
Amounis falling due withn one year

Group Company

2007 2006 2007 2006

£000 £000 £000 £000
Loans — secured commercial bills —_ —_ —_ -
Bank loans and overdrafts 4,337 8,597 2,782 2,580
Hire purchase and finance lease creditors 924 899 -— —
Farr value of interest rate swaps {(10) 55 {10) 55

5,251 7,551 2,772 2,645
Shown as
Financial assets (10) — (10) —
Financial habiities 5,261 7,551 2,782 2,645

5,251 7,551 2,772 2,645
Amounts fallng due aiter more than one year
Loans — Secured commercial bills
— between one and two years — — —_ —
— between two and five years 2,883 2,261 —_ —
Bank loans
— between one and two years 204 279 — —
— between two and five years — 209 — -
Hire purchase and finance lease obligatons payable
— between one and two years 574 787 — —
— between two and five years 1,259 1,002 — —
— after five years 152 311 —_ —

5,072 4,849 — —
The loans faling dus after more than one year are repayable as follows

Group Company

2007 2006 2007 2006

£000 £000 £000 £000
Betwesn one and two years 204 279 —_ —
Between two and five years 2,883 2,470 — —

Bank borrowings 1n the United Kingdem amounting to £3 93 mdlion {20068 £6.063,000) are secured by charges over a freehold
property Bank borrowings of £2 3 milion (2006 £2 04 millon} by the Australian subsidiary are secured by a mortgage on certan

freehold properties and a floating charge over its assets

The Company has guaranteed the bank borrowings of its UK subsidianes, and there 1s a Composite Accounting Agreement between
the Company, Victona Carpets Limited, Westwood Yarns Limited and Barclays Bank PLC The Company has also guaranteed a loan
and overdraft facility provided by Barclays Bank PLC to Munster Carpets bimited, of which £0 61 millon was outstanding at

31 March 2007

~




Notes to the Accounts

continued

17 Fmancia! habiles continued
Operating lease arrangements
The Group as lessee
The Company had no operating lsases dunng the years endad 31 March 2007 and 1 Apnl 2006 Detalls of operating lease
arrangerments for the Group are as follows

2007 2006
£000 £000
Mintmum lease payments under operating leases recognised n income for the year 517 567

At the balance shest date, the Group had outstanding commitrents for future mimmum leases payments under non-cancellable
operating leases, which fall due as follows

2007 2008
£000 £000
Within one year 502 514
In the second to fifth years inclusive 631 805
After five years 53 32
1,186 1,351

Operating lease payments reprasent rentals payable by the Group principally for vehicles and certan of its properties  Leases of
vehicles are usually negohated for a term of 3-5 years and rentals are fixed for the term of the lease Leases of land and buldings are
usually negotiated for 5-15 years and rentals reviewed after 5 years

18 Deferred taxation
Group Company

£000 £000
At 3 Apnl 2005 1,367 8647
Exchange adjustment 4 —
Profit and loss account (256) 22
At 1 Apnl 2006 1,115 669
At 2 Apnl 2006 11158 669
Exchange adustment {1 —
Profit and loss account (Note 7} 112 23
At 31 March 2007 1,226 692
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18 Deferred taxaton continued

19

The potential hability and prowvision for deferred taxation are as follows

Group Company

2007 2006 2007 2006

£000 £000 £000 £000
Capttal allowances 1,729 1.303 303 280
Liability on recovering value through sale 480 471 392 402
Deferred grant ncome (303) (279) - —
Tax losses {375) {367} - -
Other timing differences (305) (13) 3) (13)

1,226 1,115 692 669
The potential lability and prowvision are based on taxation rates of 30% n the UK and 30% in Australia (2006 30% and 30%
respectively)
The deferred tax balances shown on the balance sheet are
Deferred tax liabilittes 2,209 1,774 695 682
Deferred tax assets (983) (659) (%)) (13)

1,226 1,115 692 669

Post-balance sheet event note

In March 2007, the UK Government announced that they would infroduce legislation that would reduce the corparation tax rate 10 28%
with effect from 1 Apnl 2008 Thig legislation 1 expected 1o be substantially eracted in July 2007 If the change 1s enacted, the deferred
tax assets and liabilities, currently stated at 30% of the temporary differences, will be restated at 28% of those amounts In addition, the

affective tax rate for the penod to 31 March 2009 1s expacted to reduce accordingty

Share capital
2007 2006
£000 £000
Authonsed
8,500,000 Ordinary Shares of 25p each -— equity 2,125 2125
Allotted, called up and fully pad
6,943,556 Ordinary Shares of 25p each (2006 6,943,556) — equity 1,736 1,736

No options were outstanding over Ordinary Shares dunng the year




Notes to the Accounts

continued

20 Reserves

Year ended 1 Apnl 2006

Year ended 31 March 2007

At3 Profit At 1 Profit At 31
Apnl and loss Other Apnl and loss Other March
2005 account  movements 2006 account movements 2007
£000 £000 £000 £000 £000 £000 £000
Group
Share premuum 829 — — 829 — — 829
Profit and loss account 26,614 819 — 27,433 1,209 — 28,642
Adjustments ansing on consolidation
Goodwill (1,553) — — (1,833) _ — {1.533)
Exchange rates {741} — 83 (658) — {33) (691)
Retaned earnings 24,340 819 83 25,242 1,200 (33) 26,418
Company
Share premium 829 — _ 829 — — 829
Retaned earnings 6,854 141 — 6,995 289 — 7,284
The profit of the Company for the year determined in accordance with the Companies Act 1985 was £289,000 The Company 18
exempt under s 230 of the Companies Act 1985 from presenting its own profit and loss account
21 Reconcihation of movements in shareholders’ funds
2007 2006
€000 £000
Profit on ordinary actvities after taxation 2,008 1,618
Dwidends (799) (799)
1,209 819
Other recognised net gains/(losses) relating to the year (33) 83
Net addition to/{reduction in} sharsholders’ funds 1,176 g02
Opening shareholders’ funds 27,807 26,905
Closing shareholders’ funds 28,983 27,807
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22 Notes to the cash flow statement

23

Reconcihation of operating profit to net cash from operating actvities

Group Company
2007 2006 2007 2006
£000 £000 £000 £000
Operating profit from continuing operations 3,385 2,678 1,215 1,092
Adustmenits for
— Depreciation of property, plant and equpment 2,226 2,293 61 61
— Business reorganisation costs — 188 —_ —
— Amortisation of intangible assets 27 27 - —
— (Profityioss on disposal of property, plant and equipment 8 {55) —_ —
— Exchangse rate diference on consolidation (18) 36 _ —
Cperating cash flows before movements in working capital 5,628 5,167 1,276 1,153
Increase/(decrease) In working capital 8 (1.093) {526) (592}
Cash generated by operations 6,429 4,074 750 561
Interest pad (792) (740) {176) {153}
Income taxes (pady/receved {576) (377} — {1}
Net cash from operating actvities 5,061 2,957 574 407
Analysis of net debt
At Other At
1 Apnl non-cash Exchange 31 March
2006 Cash flow changes movement 2007
£000 £000 £000 £000 £000
Cash 234 410 — — 644
Bank loans payable less than one year and overdrafts 6,597) 2,253 — 7 (4,337)
Cash and cash equivalents {6.363) 2,663 — 7 (3,693)
Secured commercial bills
Payable less than one year —_ — — — _
Payable mors than one year (2,261) (618) — (4) (2,883)
Finance leases and huire purchase agreements
Payable less than one year {899) 983 (986) 2 (924)
Payable more than one year {2,100) (870) 986 (1) (1,985)
Bank loans payable more than one year (488) 27 —_ (13) (204)
Net debt (12,111) 2,409 — 13 (9,689)

The Group's policy on Dernvatives and Other Financial Instruments 1s set out in note 25
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Notes to the Accounts

continued

24

25

Government grants
Dunng the year ended 31 March 2007, the Group's Australian operations benefited from government assistance under the SIP
(Strategic Investment Programme) which was accounted for a follows

2007 2006

£000 £000
Deferred income as 2 Apnl 2007 904 g02
Total grant ncome recogrused In the year 265 211
Less Grants related to iIncome (taken to Income and shown as Other Operating Income) (12) (67)
Less Amortisation of deferred income by refease through cost of production in the year (150) (151)
Exchange differences 3 9
Deferred income at 31 March 2007 1,010 904
Presented in
Current labiliies 142 125
Non-current provisions 868 779
Deferred income at 31 March 2007 1,010 Q04

There are no unfulfiled conditions or other contingencies attaching to government assistance that has been recognised

Treasury policy

Background

Cperating internationally, and financed by a combination of equity and debt, both UK and overseas, the Group 1s exposed to nsks
relating to interest rates, quidity and foreign currency

The “financial Instruments™ which are affected by these nsks comprise borrowings, cash and liquid resources used to provide finance
for the Group’s operations, together with vanous items such as trade debtors and trade creditors that anise directty from its operations,
and any dernvatives transactions (such as interest rate swaps and forward foreign currency contracts) used 10 manage interest rate and
currency rates

Policy
The following policies, established by the Board, have been applied throcughout the year under review

a) Interest rate nsk

The Group finances ts operations through a mixture of retaned profits and bank facilities, including hire purchase and lease finance
The Group borrows In the desired currency at floating or fixed rates of interest and may then use interest rate swaps to secure the
desired interest profile and manage exposure to interest rate fiuctuations

b} Liguidity nsk
The Group's policy has, throughout the year, been to ensure continuity of funding, with the intention that at least 50% of its borrowing
should mature after more than one year
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25 Treasury policy continued
c) Currency nsk
The main currency exposura of the Group anses from the ownership of the Australian subsidiary, which accourts for approximatety
46% of the Group's net assets

It 15 the Board's policy not to hedge against movements In the stering/Australian exchange rate bayond the natural hedge of
mamntaning a relatvely high proportion of the Group’s borrowings in Australian dollars

Other currency exposure denves from trading operations where goods are exported or raw matenals and capital equipment are
mported These exposures may be managed by forward currency contracts, particulary when the amounts or penods to matunties are
significant and at times when currencies are particularty volatite

d) Trading
It 1s, and has been throughout the penod under review, the Group's policy that no trading in financial nstruments shall be undertaken

Treasury activity

a) Interast rate nsk

(i) Effective interest rate analysis

In respect of Income-earming financial assets and interest-baanng financial kabdities, the following table indicates ther effective iInterest
rates at the balance sheet date and the penods in which they mature or, If earlier, are repnced

As at 31 March 2007 As at 1 Apnl 2006
Effective Effectve
Interast 01 1-2 2-5 interest 0-1 1-2 2-5
rate Total years years years rate Total years years years
% £000 £000 £000 £000 % £000 £000 £000 £000
Group
Cash and equivalents 397 644 644 _ —_ 378 234 234 — —
Bank overdrafts
and loans 6 06 (4,541}  (4,541) — — 523 (7,085) {7.085) — —
Commercial bills 627 (2.883) (2,883) — — 602 (2,261) {2,261) — —
Fnance lease and HP 619 (2,909) (1,329) 52y (1,528) 570 (2,999) {1,930) (99) 970)
630 (9,689) (8,109) (52) (1,528) 552 (12,111)  (11,042) {99) {970)
Company
Bank overdrafts 625 (2,782) (2,782 — — 5500 (2,590 {2,590) — —

(1} Interest rate swaps

Interest rate swaps with aggregate nominal value of £3 milhon were taken out in July 2004 The averags fixed rate payable 1s 5 48

per cent for penods up untl July 2009 aganst 3 month LIBOR recevable The far value of swaps entered into at 31 March 2007 was
an asset of £10,259 {2006 a habiity of £55,000) Net receipts or payments and moverments in far value are taken through the ncome
statement as “finance costs”

b) Liquidity |

At the year end, 33% of the Group's net borrowing was due to mature after one year and 25% was due to mature after more than
two years
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Notes to the Accounts

continuad

26 Key sources of estimation uncertainty
In applying the Group's accounting policies approprate estimates have been made in a number of areas and the actual outcome may
vary from the pesition descnbed in the Company’s and Group's balance sheet at 31 March 2007 The key sources of uncertainty at the
balance shest date that may give nse to a matenal adjustment to the carrying value of assets and liabidimes within the next financal year
are as follows

Goodwll (£65,000, 2006 £65,000)
The mpairment test for Goodwill 1s dependent on the forecasts of the cash flows of the cash-generating units and the assumpticns
relating the growth rate No impairment resutted from the annual impairment test at 31 March 2007

Deferred tax assets (£983,000, 2006 £659,000)
Defarred tax assets are recognised at the balance sheet date based on the assumpton that there 1s a high expectation that the asset
will be realised In due course This assumption 1s dependent on the Group’s ability to generate sufficrent future taxabte profits

Inventones (£15,740,000, 2006 £16,110,000)

A small proportion of Inventory 1s made up of stocks which are not expected to sell for the full normal selting price, erther because they
are remnants, come from discontinued ranges, or are below the required qualty standard This inventary s camed at a value which
refiects the directors’ best estimates of achievable seling pnces The movement in the provision dunng the ysar was a reduction of
£112,000 (2006 £28,000 increase)

Trade receivables
Details of the prowvision made for non-recoverability of debts due to the Group from the sale of goods are st out under note 14
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27 Related parties
Identity of related parties
The Group has a related party relationship with its associate and its directors and executive cfficers

The Company has a related party relationship with its associate, Its subsidianes, and its diectors and executve officers

Transactions with key management personnel
Key management personnel are considered to be the directors of the Company

As at 31 March 2007, directors of the Company and therr immediate relatives controlled 2 87 per cent of the voting shares of the
Company

The remuneration of the Directors 1s disclosed within the Directors’ remuneration report on page 32

Transactions with associated undertaking

Group Company
52 weeks 52 weeks
31 March 1 Apnl 31 March 1 Apnl
2007 2006 2007 2006
£000 £000 £000 £000
Managemsent charges 71 72 7 72
Dwidend income 32 23 az2 23
Sale of goods 560 412 — —
As at As at As at As at
31 March 1 Apnl 31 March 1 Apnl
2007 2006 2007 2006
£000 £000 £000 £000
Amounts due from associated undertaking 185 183 71 72
Transactions with subsidiary undertakings
Company
52 weeks
31 March 1 Apnl
2007 2006
£000 £000
Management charges — —
Dmdends 930 843
Rental Income 658 658
As at As at
31 March 1 April
2007 2008
£000 £000
Amounts due from subsidiary undertakings 4,434 3,880
Amounts due to subsidiary undertakings 26 1

~




Five Year Record

IFRS UK GAAP
2007 2006 2005 2004 2003
£000 £.000 £000 £000 £000

Results of continuing operations
Revanue 55,426 52,288 49,282 54,622 44 367
EBITDA 5,742 5,259 6,016 6,865 5,158
Depreciation and amortisation (2,253) {2,320} (2,240) (2.094) {1.799)
EBIT 3,489 2.939 3,776 4,771 3,359
Interest 720 (740} (764) (586) (352)
Trading profit 2,762 2,199 3,012 4,185 3,007
Exceptional items — {188} — — —
Profit before tax 2,762 2,01 3.012 4,185 3,007
Tax {754) (393} {871) (1,180 (917)
Profit attnbutable to shareholders 2,008 1,618 2,141 3,005 2,090
Dividend — proposed 868 799 799 799 625
ASSETS EMPLOYED
Operating assets
Non-current assets 24,986 25319 25,193 24,461 22,217
Net current assets (note a) 16,121 16,804 16,141 14,470 10,150
Non-current labilites (2,435) (2,205) (2,512) (2.441) {1,760Q)

38,672 39,918 38,822 36,490 30,607
Fmanced by
Share capital and premium 2,565 2,565 2,565 2,565 2,565
Retaned reserves 25,418 25,242 24,340 22,766 19,887
Shareholders’ funds 28,983 27,807 26,905 25,331 22,452
Net borrowings 9,689 12,111 11,917 11,159 8,155

38,672 39,918 38,822 36,490 30,607
ANALYSIS
Return on operating assets % 902 736 g73 1307 10 67
Retum on shareholders’ funds % 952 723 1119 16 52 13 36
Earnings per share (basic) P 289 233 121 433 301
Earnings per share {adusted) P 289 252 310 433 301
Owidend per share — proposed p 125 115 15 15 90
Onadend cover (basic) times 23 203 105 376 334
Dnadend cover (adjusted) times 23 219 289 376 334
Notes

{a) Excluding net debt, but including farr value of financial instruments
The amounts disclosed for 2004 and earlier are stated on the basis of UK GAAP because it 15 not practcable o restate amounts for penods

pnor to the date of transition to IFRS The pnncipal differences between UK GAAP and IFRS are that under IFRS
The results of foreign operations are included at average exchange rates

1

2
3
4
5

Properties are included at thewr valuation on the transition date

Deferred tax 1s provided on property values
Goodwill 1Is not amortised

Proposed dwvidends are not shown as a hability
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Notice of Annual General Meeting

Notice Is hereby given that the seventy-fourth Annual General Meeting of the Company will be held at the Registered Office of the
Company, Worcester Road, Kidderrmingter, DY 10 1HL on Tuesday, 24 July 2007 at 2 30 p m for the following purposes

Ordinary Business

1

2
3
4

To receve and adopt the Directors’ Report and Audited Accounts for the year ended 31 March 2007
To approve the Directors’ Remunsration Report for the year ended 31 March 2007
To declare the dvidend of 12 5 pence per share proposed In respact of the year ended 31 March 2007

To re-slect as a director, Mr R M Gilbert™ who retires by rotation pursuant to Article 92 of the Company’s Articles of Association and,
being eligibte, offers himself for re-election

To re-elect as a director, Mr K Ackroyd* who retires by rotation pursuant to Article 92 of the Company’s Articles of Association and,
being eligible, offers humself for re-election

To elect as a drector Mr 1 G Davies

To reappoint Deloitte & Touche LLP as auditors of the Company, and to authonse the directors to determine their remuneration for the
ensung year

* denotes member of Remuneration Committee

Special Business

To consider and, if thought fit, to pass the following resolutions, of which Resclution 8 1s proposed as an Ordinary Resolution and
Resclutons 9 and 10 are proposed as Special Rasolutions

8

That the directors be and ars hereby generally and unconcitionally authonsed in accordance with Section 80 of the Companies Act
1985 10 exercise all the pewers of the Company to allot relevant secunties as defined in that section up to an aggregate amount of
£389,111, provided that this authonty shall expire at the earlier of the conclusion of the next Annual General Meeting of the Company
and 15 months after the date this resolution 1 passed, save that the Company may, before such expiry, make an offer or agreement
which would or might require relevant secuntiss to be allotted after such expiry and the directors may allot relevant secunties in
pursuance of such an offer or agreement as If the authonty conferred hereby had not expired

That the directors be and they are hereby empowered pursuant to Section 85 of the Cormpanies Act 1985 to allot equity secunties (withn
the meaning of Section 94 of the Act) for cash pursuant to the authonty conferred by Resolution 8 f passed as Sub-section (1) of Section
B9 of that Act did not apply to any such allotment provided that this power shall be limted

{a)  to the allotment of equity secunties N connection with an offer open for acceptance for a penod fixed by the directors 10
hotders of Ordinary Shares of 25p each in the capital of the Company where the equity secunies respectively attinbutable to the
interests of all such shareholders are proporticnate (as nearly as may be) to the respective numbers of Ordinary Shares held by
them {subject to such exclusions or other arrangements as the directors may deem necessary or expedient in relation to
fractional entitlements or legal or practical problems under the laws of or the requirements of any recogmsed regulatory body or
any stock exchange in any termtory), and

{b)  to the allotment otherwise than pursuant to paragraph (a) above of equity secunties up to an aggregate nominal value of
£86,794

and shall expire on the sarlier of the conclusion of the next Annual General Meeting of the Compary and 15 months after the date this
resolution 1 passed save that the Comparty may before such expiry make an offer or agreement which would or might require
relevant secunties to be allotted after such expiry and the directors may alot retevant secunties in pursuance of such an offer or
agreement as if the power conferred hereby had not expured
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Notice of Annual General Meeting

continued

That the Company be and it Is hereby generally and unconditionally authonsed to make market purchases {within the meaning of
Section 163 of the Comparues Act 1985} of Ordinary Shares of 25p each in the capital of the Company (Ordinary Shares)
provided that

(a) the maximum number of Ordinary Shares authonsed to be purchased s 694,355 (representing approximately 10% of the
present issued share capital of the Company),

o) the miimum pnce (excluding stamp duty, dealing or other costs) which may be paid for an Ordinary Share so purchased 15 25p,

(c) the maxumum price which may be paid for an Ordinary Share so purchased 1s an amount equal to 5% above the average of the
middle market quotations shown for an Ordinary Share in the London Stock Exchange Daily Official List of the five business
days immediately preceding the day on which the Ordinary Share 1s purchased,

(d) the authonty hereby conferred shall expire at the conclusion of the next Annual General mesting of the Company, unless such
authonty 1 renewed, vaned or revoked prior to such time, and

(&) the Company may prior to the expiry of such authonty make a contract to purchase Ordinary Shares under the authonty hereby
conferred which will or may be executed wholly or partly after the expiry of such authonty, and may make a purchase of
Ordinary Shares in pursuance of any such contract

By Order of the Board ; Worcester Road
T A Danks ) )@ V‘W Kidderminster
Secretary /( Uy DY10 1HL
20 June 2007

Notes

U]

(u}

{ui)

™)

)

Only holders of Ordinary Shares entered on the Register of Members of the Company at 5 C0 pm on the second day prior to the
date of the Meeting or any adjournment thereof shall (if otherwise entitled to do so) be entitled to attend and vote at the Mesting or
any such adjournment This I1s in accordance with paragraph 41 of the Uncertificated Secunities Regulations 2001 and Article 61 of the
Company's Articles of Assoctation

A member entitled to attend and vote at the Meeting may appoint one or more proxies to attend and, on a poll, to vote instead of
him/her A proxy need not be a member of the Company A form of proxy 15 enclosed

To be valid for the Meeting a form of proxy should be completed, signed and lodged (together with any power of attorney or other
authonty under which it 1s signed or a duly certffied copy of such power or authonty} with the Company Secretary no later than 48
hours before the time for which the Meeting 1s convened

Copies of the Directors’ service contracts are avatable for nspection dunng usual business hours at the registered office of the
Company on any weekday {Saturdays and public holidays excepted) from the date of this notice until the date of the Annual General
Meeting and also at the place of the Annual General meeting for at least 15 minutes prior to and until the conclusion of, the Meeting
A copy of the Company's Articles of Association will also be avalable for inspection at the company’s Regrstered Office at the

same time

The dvidend of 12 50p per share which 15 subject to Shareholder approval at the Annual General Meeting will be paid to Shareholders
on 30 July 2007 The Company's ordinary shares go ex-dvidend on 27 June 2007, whilst the Record Date 15 29 June 2007
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