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financial highlights

As restated Increase/

2006 2005 (decrease)

£000’s £000°s %

Tumover 28,422 27.552 32

Pre-tax profit before excepfional items 2,861 1,699 68.4

Pre-tax profit after exceptionat items 2,584 1,380 87.2

Operating cash flow 2,731 3,033 (10 0)

Basic earnings per share 17 03p 1057p 811

Dividends per share 14 00p 13 25p 57
TURNOVER (5'000) PRE-TAX PROFT/{LOSS) BEFORE EXCEPTIONAL ITEMS (5'000)

BASIC EARNINGS/(LOSS) PER SHARE (p)

DIVIDENDS PER SHARE (p)

* Restated
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chairman’s
statement

"Group’s strategy delivers excellent resulfs.”

Highlights
® 2006 pre-tax profit before exceptional fems of £2 861 mithon compared 1o
£1 699 milllon in the previous year, an increase of 68%

® Annudal sales of £28 4 million, 3 2% above the previous year Second half
sales increased by 11% above the previous year’s second half.

® Exceptional costs for the year amounted to £0.277 million compared to
£0 319 millton in the previous year, Therefore, total pre-tax profit for the

yvear was €2 584 million compared with £1 380 milion the previous year, an
Increase of 87%.

® Proposed final dividend of 10 70p, an increase for the year of 5.7%.

® 2006 earnings per share of 17 03p, compared to 10 57p in 2005, an
increase of 61%

® Acquisition of the Pimpernel brand of placemats, coasters and trays in
October 2006




Dividend

The Board is recommending a final dividend of 10 70p
bringing the total te 14 00p for the year, an increase
of 5 7% compared to 2005, The dividend will be paid,
subject to shareholders’ approval, on 25th May 2007,
to shareholders on the reglster at the close of business
on 27th Apnl 2007

Results for the year

2006 has been a year when the Group's strategy of
fransformation to a supplier of designer branded
homewares and giftware, rather than solely a ceramic
manufachurer, has delivered excellent results  Furthermore,
the acquishon of the Pmpernel brand will provide
important synergles for future development and expansion

I am pleased to report another creditable
improvement in pre-tax profit of £1 2 milllon, due in part
to an increase in Group annual sates of 3.2% and also
to a significant increase to both produchion gross profit
margin and gross profit margins on sourced products

Exceptional management re-organisation costs of €0 277
millon were incured as a result of further reducing costs
in our manufacturing operation There will also be
excepthonal costs in 2007 as the commissloning of the
new warehouse is completed and the move 1o if takes
ploce dunng the first half of 2007

Net dollar recelpts in 2007 are expected to be signficantty
lower than 2006 s more products are sourced from the
Far East in US dollars The Group has hedged aganst the
effect of movements in the US dollar exchange rate
Approximately 75% of the expected net dollar receipts in
2007 are covered by forward exchange contracts

As a result of these sales and profit margin
improvernents, the Group generated £2 7 milhon cash
at the operating level in 2006 Capital expenditure of
€2 3 milllon, ncluding €0 5 million on the acquisthon of
the Pimpernel brand and £15 milion on plant and
equipment for the new warehouse, oand mantaning the
dividend at £1 3 million have been the sgnificant factors in
the 1.1 millon reduction of the Group’s cash balance o
£5 2 million at the year end

The 2004 full year cash contribution of £0 348 million to
the Group’s closed final salary pension scheme was the
same as in 2005 The pension scheme deficit, net of
deferred tax, has increased under revised FRS 17
assumptions by €1 1 million to €4 0 million

The Group owned a 4 8 acre freehold site, which will
be vacated dunng the first half of 2007 when the
move to the new warshouse Is made  In January 2007
this site was sold for g cash sum of £2 175 milhon, which
will create an exceptional pre-tax profit of £1.7 milkon
in the first half of 2007

Given the strength of the Group’s balance sheet and
this iIjJechon of cash, the Board 1s recommending an
Increase In the final dividend to 10 70p

Group sales for the year increased by 3 2% over the
previous year and by 4 2% when measured at the same
US dollar exchange rate as 2005 At the half year |
reported Group sales 57% lower than 2005, but
following an excellent increase of 11% Iin the second
half of 2006 annual sales finshed 3.2% cghead This was
due to a very strong second half sales performance in
North America and the Far East coupled with a major
improvement in UK sales At the half-year sales in the UK
were 22% lower than 2005, but sales in the second half
were almost level with 2005, gving an annuat figure
which was 12% lower This significant improvement in UK
sales has continued into the first two months of 2007
These increases have been achweved with the
introduction of new product ranges sourced in the Far
East, and with added value prometional inthatives with
our classic ranges manufactured in the UK

Once agaln the Group achleved an excellent Increase
in total export sales of 11 0% Notable improvements
were a 7 4% increase in US sales and sales to Canada
of necrly double that of 2005 Added 1o these waos yet
another very substanhtal ncrease of 20% In sales to
South Koreq, which has been achieved primanly with
sales of classic ranges We are introducing some of our
confemporary ranges info South Korea in 2007 and,
therefare, | believe we can obtain further growth in fhis
very mportant market  In 2006 exports totalled 70% of the
Group’s sales, which i1s a very positive reflection on the
continuing collectability of our classic ranges around the
world




Product strategy

The Group's strategy of producing excellent design,
quaity and value in new product ranges, sourced
overseas, has delivered significant increased sales m
the second half of 2006, and with more new ranges
arriving the trend is expected to continue this year As
previously reported, the range designed in collaboration
with Sophie Conran 1s a runaway success and Is being
expanded [n 2007, Addhonal collaboratve ranges are
baing infroduced this yaar under the Portmelnon banner,
and | expect further sales gains to result

The Group made an mportant acquisiton of the
Pmpernel brand n the fourth quarter of 2006
Pimpernel has been the leading brand of placemats,
coasters and trays in the UK and has dlso established
rmarkets In the US and Canada The mamn Pimpernel
funchons have been prompltly Integrated mnto the
Portmeirion systems at minimal cost, and the necessary
sales and marketing team is In place The Portmeinon
design and marketing teams have started to explott the
enormous potenhal for incremental sales, with
complementary designs ond new channels of
distnbution  All Pimpernel products are sourced in the
Far East, and fogether with the increasing programme
of Portmeinon branded products alse sourced, US dollar
purchases will increase very considerably in 2007 and
beyond Slince some 40% of Group sales are in US
dollars, the result Is an increasing natural hedge against
adverse exchange rate movemsents

Manufacturing and warehousing

The consolidation of two manufactunng sites into one
was completed during 2005, and 2006 saw the first ful
vear of subsequent benefits The estimated annud)
operating cost reduchon of €05 millon was eaqsly
achieved. the actual figure being close to £1 0 million
per annum  The manufacturing gross margin in 2006
Increased by 3 percentage points following a similar
improvement the previous year, despite significant
ncreases In energy costs N 2006 The Group will confinue
to provide the necessary nvestment 1o ensure further
improvements in manufacturing productivity at its UK
site and, therefore, in gross margins, and can expect fo
at least malntain the gross margins on sourced
products

The new warehouse 15 almost completed and
commissioning of the automatc handiing equipment 1s
underway | expect the move from the old warehouse
to the new to be completed by mid-year, on schedule
| have reported reguiarly on the benefits that will resutt
in the quality of service to our retall customers, and this
will benefit the Group’s bottom kne.

- 5

Management team

As previously reported, the Group has expanded s sales
and marketing team, transfering costs from producthon
and admnistration This strategy s now producing
posiive results on two fronts  The Group has successfully
opened new nahonatl accounts with the new product
ranges that have been infroduced, both in the UK and
the US, and new export business has been generated
with both the classic and new product ranges.

With the design team producing a steady flow of
innovative new ideas, the Group has a very strong
integrated team for future success

Current trading and prospects

| am pleased to report a positive start to 2007, with a
sales increase percentage in doubie digits for the first
two months compared to 2006 This 1s before the
contribution of sales from the new Pmpernel ranges.
which will become available in the second quarter of
2007 The Group 1s now In a position 1o maintain this
momentum, with many new product ranges of
tableware and giftware in development |, therefore,
beleve that the Group can increase overall sales
whilst continuing to keep a tight rein on costs, with the
resultant benefit to Group profitability

The Group’s new Chairman, Dick Steele, cumrently the
Senior Non-execuhve Drector, succeeds me with effect
from 1st May 2007 and with his able leadership and a
very expenenced Board of Directors, | expect the Group
to continue the excellent progress of recent years

| would like to thank the management team and

workforce for therr valuable contnbution to the success
of the Group n 2006

M, aliec,

Arthur Ralley
Charrman

14th March 2007



chief executive’s
review

"2006 has solidified our position in the market as a
supplier of quality, well designed homewares.”

Product assortments for a changing market

Following our thrust in 2005 to diversify our product range, 2006 showed another
marked incregse in our ranges and more development outside of traditional
dnnerware Ranges and new items launched dunng the year accounted for over 15%
of sales The dinnerware segment of our business, although still in the mgority, has
dmnished as a percentage of overall sales In accordance with our strategic plan
Concentiated product launches in comunction with specific customer demand has
glven us significant new account volume which we expect o continue in 2007

Sales of season specific products such as “A Chnstras Story” Increcsed worldwide by over
20% 2006 has solidified our posttion in the market as a supplier of quality, well designed,
homewares in ceramics, glass. candles, texthles, melamine aond placemats




Acquisitions and growth

The Group has stated for several years that it was looking
for any acguishions where pnce and strategic fit
were appropniate In October 2006 we purchased
the Pimpernel family of brands These included the
Pimpernel, Cloverleaf and Manorcraft names used most
predominately in the placemat and coaster market

Pimpernel itself is recognised as the leading brand in
ifs field worldwide Over 70 years old, the brand stands
for quality and excellent design, “Art for the Table”
was ther tag ine  Following the purchase late in 2006
we re-launched these brands worldwide atf the
January and February 2007 trade shows The results
were excellent and we are well on our way 1o achieving
our pian for Pmpernel sales in 2007 which are expected
to be over 10% of Group turnover

We continue to look for simiar opportunihes

Global manufacturing

We continued to delfiver on our planned produchon re-
organisahon in 2006 The savings from our 2005
consohdafion proved more lucrahve than inthally
forecast and resulted n a reduction in annual
operating costs of close to €1 millon These savings,
offset by Increases in fuel costs, lead to a 3
percentage ponts increase I manufactured margin
which, when combined with an even greater increase
In margins on sourced goods and good cost control,
resutted in a significant 96% increase in operating profits

Careful attention 15 pad to mantaning the highest
quaity standards from all product sources  Close monitonng
of all factories Involved in the making of our products is
standard practice for the Group

2006 saw 20% of our total volume come from sourced
production and our goal for 2007 Is over 36% The
Group does not invest i manufacturing sites outside
the UK, yet we monltor the age of employses and
working conditions in all factones from which we
obtain production We also maintain close watch for
governmental instability and avaid potential trouble
spots when choosing sites

Warehousing and customer service

The new warehouse 15 on schedule to begin operation
during the first half of 2007. This will consclidate three
existing warehouses info one and will speed up our
ability to ship and serve our customers’ needs

The planned consolidahon has already allowed us to sell @
property which wil no longer be needed We realised
£2 175 milkon in cash and generated an excepfional gan
onthe sale of £1 7 millon in 2007 This has strengthened our
cash bdance and will reduce operating costs The sife was
purchased advantageously by previcus management

The new warehouse and s opening coincide perfectly
with the anticipated upswing in volume and inventory
which accompanies the Pimpernel acquisition The frade
off In product development and manufactunng savings,
by increasng sourced goods in our assortment and
increased inventory, has been planned for and wilt still
resutt In significant net improvements In the operating
profit of the Group

Summary

Pre-tax profit before exceptionals of £2 @ milion (up by
68 4% over 2005) and sales of £28 4 million (up by 3 2%
over 2005) show 2006 as the second successful year in
the redirection and turnaround of the Group 2007 has
started well and the Group 1s committed fo ifs strategic
plan The turnaround In the second half of 2006 In UK
sales bodes well for the fulure and endorses the
acceptance of new products and therr countnes of
ongin by the market The constant efforts 1o increase
efficiency at dll levels within the Group contnue and
will keep sending increased contribuhions to the bottom
ine

Cur management team 15 upgraded constantly and
when combined with a falented and skilled workforce,
will deliver our goal to be eminently successful as g
manufacturer, distributor and designer of deslrable
household goods for the future

I would like to comment on the changes to the Board
for 2007 I welcome Michael Haynes as Group Sales and
Markehng Director His experience and experhse will
be most mportant to the future strategic planning of
the Group | also wish to thank Arthur Ralley for his
dedicated service to the Company over the Iast 10
years He has overseen the Company evolve Into a
more compehtive and viable operaton dunng his
tenure as Charman and will be greatly missed | will
now welcome Dick Steele, currently the Senior Non-
execuhve Director, to the new post of Non-execuhve
Chairman,. effective 1st May 2007 Dick has been a
Non-executive Director of the Group since May 1999
His knowledge of the business and general acumen
will ensure a seamless tfransition and provide a
beneficial perspective for the new Board

Lawrence Bryan
Chief Executive

14th March 2007




report of the directors

The Drectors have pleasure in presenting thelr report together with the audited financial statements of the
Company and s subsicliary undertakings for the year ended 31st December 2006

Principal activity
The Group markets ceramic tableware, cookware and gfiware, glassware, candles and other assoclated
products, and manufactures ceramics There have been no changes In activities during the year

Business roview
A full review of the perfomance of the Group for the year s given in the sechon of the Chaiman's Staterment
entiied “Results for the year” on page § The Chairnan comments on curent frading and prospects on page 6.

Principal risks and unceriainties

The Group Board considers the risks to the business at every Board meeting It fomally reviews and documents
the principal nsks to the business at least annually. The review Includes the identification and planned response
to the following areas of tsk

Market ond customer related nsks

Supplier, manufactunng and distibution related nsks
Financial, regulatory and IT refated risks

People related risks

Pnncipal nsks identified include

Competitorn pressure

Relionce on key customers

Rellance on key suppliers

Major systerns failure

Loss of key personnel

Curency exchange rate risk

Possible increasing liabilty in respect of the closed defined benefit pension scheme

Key poerformance indicators
The Gioup Boord use a range of perfomance measures o montdor and manage the business The Board
regards meaqsures relating to the delivery of shareholder value s particulary important The foliowing are
regarded as key perfomance indicators’

Tumover

Profit before tax

Operating cash flow

Eamings per share
These measures together with thelr comparatives are shown in the financial highlights on page 2
Many other non-financial performance measures are used to manage the business including

Cusformer serice levels

New product delivery perfomance
Production yields

Incidence of accidents

Resulls
The results for the year are set out on page 25 The movermnents on reserves are shown in Nole 19 on page 40

Research and development

The Group contfinues to research into methods of tacking the environmental issues facing it Qs a ceramics
manufacturer while Improving manufactuning efficlency. The development of innovative new products and
designs 1s a key part of the Group's strategy

11 oo



report of the directors (continued)

Dividend

On 2nd October 2006 an intenm dmidend of 3 3p (2005 - 3 3p) per share was paid on the Ordinary share
capital The Directors recommend that a final dividend of 10 70p per share be paid (2005 - 9 95p). making a
total for the year of 14 00p (2005 - 13 25p) per share The final dvidend will be pald, subject to shareholders'
approval, on 25th May 2007, to shareholders on the register at the close of business on 27ih April 2007

Directors and thelr interests

The Drrectors who held office duiing the year are named below The bensficial Interests of the Directors and
ther families, registered by each Director, in the share capital of the Company, together with thelr interests as
tustees and ophons to subscribe for shares, are also shown

As at 31st December 2006 As at 31st December 2005
5p Ordinary shares 5p Ordinary shares
Non- Non-

Beneficial beneficial  Options  Beneficial beneficial  Options

LF Bryan 150,000 - 220,000 150,000 - 200,000
Llady Judge 5,000 - - 5,000 - -
J Kong 5,000 - - 3,000 - -
BW.J Phillips 10,455 - 220,000 10.455 - 180,000
AW Ralley 20,000 - 220,000 20,000 - 200,000
RJ Steele 18,000 - - 18,000 - -

J Kong purchased 2,000 Ordinary shares in the Company on 28th March 2006 ot 225p per share
Details of changes in share options can be found in the Directors' Remuneration Report on page 19
Details of fransactions with Directors and other related parties are 1o be found n Note 25 on page 42

Directors proposed for re-election
The tollowing Directors refire by rotahion and, being eligible, offer thermselves for re-election

J Kong

Janis Kong. aged 56, 15 o non-executive director of the Royal Bank of Scotiand Group PLC and Kingfisher PLC
She is a director of VisitBiitaln and chalrman of the board of frustees of Forum for the Future She s a former
executve chairman of Heathrow Aliport Limited, former chalmnan of Heathrow Express Limited and o former
member of the BAA plc Board She holds an honorary Doctarate with the Open University and has received an
OBE Her confract expies on the compietion of one year's notice

BWJ Phillips

Brett Phillips, aged 49, 1s Group Finance Director He joned the Group in 1988 and became o Director in
September 1988 He qualfied as a Chartered Accountant in 1982 He s responsible for all aspects of financial
control, Information systerns, and management reporting, hurman resources, inteflectual property, legal and
company secretanal matters He represents the Group on all subsidiary boards, and on the board of Furong
Mills Limted His contiact expires on the completion of one year's notice

Non-executive Directors

RJ4 Stesle - Senior Non-executive Director

Dick Steele is the Senior Non-executive Director He Is a Chartered Accountant and a Member of the Institute
of Taxation, He has spent ten years as Group Finance Director of listed companies, lottery with Storehouse and
before that Lioyds Chemists He Is Non-executive Chaimnan of HobbyCraft, Onginal Addiftons and Europeople

J Konhg
See above for biographical information

Loay Judge

Lady Judge 15 a lawyer, intemational banker and enfrepreneur She 1s chaiman of the UK Atormic Energy
Authority, deputy chaiman of Frends' Provident ple as well as a director of Quintaln Estates and Development
Formerty she was o commilssioner of the United States Securties and Exchange Commission and an executive
director of News Intemahonal and Samue! Montagu plc




report of the directors (continued)

Environment

The Group recognises the importance of its environmental responsibiiies, montors s impact on the
environment, and designs and implements policies to reduce damage that might be caused by the Group's
activiies. Inmatives designed 10 reduce the Group's impact on the environment Include safe disposal of
manufactured waste, recycling and reducing energy consumption

Employees' involvement

The Group recognses the imporiance of good communicatons with its employees and considers that the
most effechve fomn of communicahon regarding its actvities, perfomance and plans 1s by way of infomal
daily discussions between management and other employees During 2005, to complemnent these discussions,
the Company has continued communicating infermahion from Board tevel to all employees on a monthly basis
vio a programme of team bnefings Share ophon and profit related bonus schemes are operated to
encourage the nvolvement of employees in the Group's performance Portmeinon Poftenes Limided, the
employer of the Group's UK based employees is an Investor in People. The Directors are committed o the
continung development of the Group's employees via the principles of Investors in People See Note 3 on page
34 for staff numbers and costs

Employment of disabled persons

itis the Group's policy to give disabled people full and far consideration for alf job vacancies for which they
offer thermselves s surtable candidates, having regard to their paricular apttudes and abilties, ncluding the
consderation of any reasonable adjustments to the job or workplace Triaining ond career development
opporiunihes are available to all employees and If necessary all efforts are made to re-train any member of
staff who develops a disability dunng employment with the Group

Substantial sharehoidings
In addon fo the Directors' interests nofified above, the Company had been notfied of the following beneficial
interests in 3% or more of its issued share caprtal excluding freasury shares as at 14th March 2007

Number of shares Percentage
Fortress Finance Investment inc 2,471,513 25 26%
Saffery Champness Trust Corporahon 1,436,195 14 68%
Shahrzad Farhad 632,333 6 46%
Kamrouz Farhadt 562,917 575%
Susan Cooper-willis 605,000 6 18%
Euan Cooper-Wilks 522,180 5 34%
Rysaffe Trustee Company (C 1) Limited 356,077 3 64%
Small Companies Dividend Trust Plc 300,000 307%

Alloiment of shares

By law, shareholders' approval 1s required for the aliotment of shares Approval may either be given for particular
allotments or by a general authority The Directors were given a general authomy to allot shares at the Annual
Generdl Meeting on 23rd May 2006 n respect of £164,513 of share caprtal This authonty expires on 22nd May
2011 The Company’s prachce s to replace this guthonty annually and approval 1s being sought in Resciution
6 at the Annual General Meeting in respect of a general authomty to dllot up to £163,096 of share capital,
approximately equal to ¢ third of the present 1ssued share capital excluding treasury shares, 10 expire on 20th
May 2012

Shareholders' approval s also required for the issue of shares wholly for cash otherwise than in accordance with
certan stahutory pre-emnption provisions contamed in the Companies Act 1985 Approval 1s being sought in
Resoiution 7 at the Annuat General Meeting to renew authorties in respect of the allotment pursuant to a nghis
issue of all the share caprtal whose alloiment is authorised by the general authority referred to above, the
dllotment of Ordinary shares pursuant to the terms of the employee share scherme and the allotment othermise
of up fo 489,291 Ordinary shares, approxmately equal to five per cent of the i1ssued share capital of the
Company excluding treasury shares The Dmrectors intend to propose that these authonhes be renewed
annually

13 vemm
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report of the directors (continued)

Authority for market purchase of own shares

Resoluton 8 at the Annudl General Meeting 15 a special resolution which will provide the authomty for the
Company to make market puichases of fs own shares There are @ number of restichons on the Company's
abiity to make market purchases, as detaled in the Notice of Annual General Meefing, and in parhcular the
maxmurm number of Ordinary shares that may be purchased Is 978,581, approximately equal to ten per cent
of the present i1ssued share capital of the Company excluding freasury shares, The Directors intend to propose
that this authority be renewed annually

Financial position
The Group's net funds at 31st December 2006 were £5 2milion (2005 - £6.3millicn}

Financlal isk management policles
The piincipal financial nsks 1o the Group are credtt dsk and curency exchange rate nsk

Credil risk
The Group’s ptinclpat financial assets are cash, short temrn deposts and hade receivables The Gioup's policy
is 1o place funds on short-term deposit with highly rated institutions

Accounts receivable are moniioied closely and provisions are made for bad and doubtful debts where
appropriate The credit worthiness of customers 15 assessed prior to cpening new accounts and on a regular
basis for significant custormers

Currency exchange rate risk

The Group has exposure to foreign cumency ask ansing from its net Investmenits In and cash flows from overseas
subsidianes and associates Its policy in managing this risk Is to maintain appropriate levels of net assets in the
overseas companies and uhlise foreign curency forward contracts,

The maost significant exposure to forelgn curency arses from the US doliar sales made by the UK subsidiary to
the US subsidiary Forward confracts are in place 10 cover approxmately 75% of the expected net US dollar
receipts for 2007 The Group enters Into dervative fransactions only 10 manage exposure arsing from s
underying business No speculafive dervdlive contracts are entered infto Note 28 on pages 45 and 46
provides further disclosure of the Group’'s financial instumenis,

Creditor payment policy

Payment terms are agreed with each of the Group’s major suppliers The Group abides by these terms provided
that the supplier also complies with the agreed temrns and condihons The policy for other suppliers is generally
to make payment by the end of the month following receipt of @ valid Invoice All payment tems are stated
at the ime orders are pkaced The number of days purchases represented by rade creditors at 31st December
2006 was 35 (2005 - 33] The Company has no frade creditors

Charitable and political contributions
Conhibwuhons 10 vardous chardties in the form of goods during the year amounted to £2,417 {2006 - £14,766) at
cost These wete no political contibutions during the year

Acquisition of the Company's own shares

During the year the Compxany purchased 136,800 Ordinary shares of 5p each representing 1 3% of the called-
up Ordinary share capital, for a consideration of £302,000 The reason for the purchase was 10 ieduce suiplus
cash and enhance eamings per share




report of the directors (continued)

Company status
As far gs the Directors are aware, the Company ts not a close company as defined by the Income and
Coiporgtion Taxes Act 1988

Subsequent events
On 12th January 2007 the Group completed the sale of a 4.8 ccre freehold stte in Stoke-onTrent for £2,175,000
in cash Further detalls are given in Nole 30 on page 47.

Auditors
Deloifte & Touche LLP have expressed thelr willingness to continue In office as auditors A resolution tor thelr
re-appeoiniment is to be proposed at the forthcoming Annua! General Meeting

Each of the persons who Is a Director at the date of approval of this report confirms that

{11 So far as the Director 15 aware, there Is no relevant audit inforrmation of which the Company’s audrtors
are unaware, ond

(2) the Director has taken all the steps that hefshe ought 10 have taken as o Director in order to make
himselffherself aware of any relevant cudi information and to establish that the Company’s auditors
are aware of that information,

This confimation is given and should be interpreted In accordonce with the provisions of §234ZA of the
Companies Act 1985

Annual General Meeting

The Annual General Meeting will be held at the registered office of the Company at London Road, Stoke-on-
Trent, on 21st May 2007 at 12 00 noon The ordinary and speciat reschutions to be proposed at that meeting
are detailed n the Nohce of Annual General Meeting

Approved by the Board of Directors
and signed on behalf of the Board

B.W.J. Phillips y)/

Company Secretary

}4th March 2007

15 mumm
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directors’ remuneration report

introduction

As a company listed on the Altemative Investment Market (AIM), the Company is not required to comply with
the Drectors’ Remuneration Report Regulahons 2002 (the “Regulations®) Whilst the Company i3 not required o
comply with the Regulations, it has used the Regulations as best practice gudance and voluntarly presented
disclosures that reflect the extent of the Company's application of the Reguiations A resolution to approve the
report will be proposed at the Annual General Meeting of the Company at which the financial statements will
be approved

Remunerction committee

The Company has established a Remuneration Commitiee which s conshituted in accordance with the
recommenddations of the Combined Code The members of the commitiee are R J Steele, J Kong and Lady
Judge who are dll independent Non-executive Directors RJ Sieele is the Senior Non-execuhve Director and
Chaman of the Remuneration Commitiee  There have been no changes in the compoestion or chairmanship
of the Remunerahon Committee during the year

None of the Committee has any personal financial interest (other than s shareholders), conflicts of interests
aising from cross directorships or day to day involvernent In unning the business. The Cormnmittee makes
recormnmendahons 10 the Board No Director plays a part In any discussion about his of her own remuneration

In determining the Directors’ remunerahon for the year, the Cormmittee consutted AW Ralley, Chalmnan, and
L F Bryan, Chief Executive, about its proposals

Remuneration policy

Executive iemuneration packages are prudentty designed to atfract, mofivate and retain directors of high
calbre and to reward them for enhancing value 1o sharehciders  The performance measurement of the
Executive Directors and the determinaghon of their annual remuneration pockage are undertaken by the
Remuneration Commitlee The remuneration of the Non-executive Directors 1s detemmined by the Executive
Directors

There are five main elements of the remuneration package for Executive Directors and senior management

- Basic annual salary (including directors' fees) and benefits,
- Annual bonus payments,

- Share option Incentives;

- Long-term incentives, and

- Pension arangements

The Company's policy is that a substanhal proportion of the remuneration of the Executive Directors should be
performance related.

Executve Directors are entifted 10 accept appointments outside the Group providing that the Chaimnan's
permission is granted

Basic salary and benefits In kind

Salary Is nomally revlewed annually, on 1st January, or when responsibilfies change In deciding the
appropriate levels, the Committee takes into account factors which it considers necessary including industry
standard executve remuneration and comparable pay levels within the Company  Each Executive Director Is
provided with hecdlth care benefits

Annual performance related bonus

Each Executive Directors remuneration package includes ¢ performance related bonus If the 2007 profit
before taxation (PBT) exceeds an annual target, then a bonus pool Is calculated The bonus pool 15 shared
between the thiee Executive Directors in proportion to thelr basic salary The bonus poodl is calculated by taking
a maxdmum of 15% of the amount by which the Group profit before taxation exceeds the target The maxdmum
bonus payable is 100% of basic salary

Demanding budgets and targets are established by the Board and reviewed at the end of each year to
detemmine the degree of successful achievernent




directors’ remuneration report (continued)

Share oplions
The Company has three share option schemes the Pormemon 2002 Share Ophion Scheme, the 1997
Approved Company Share Opfion Plan and the 1997 Unapproved Share Option Scheme

Options granted to the Executve Directors under the Portmeinon 2002 Share Option Scheme on 24th March
2005 can nomally only be exercised if the basic eamings per share of the Group for the yeor ending 3ist
December 2007 1s more than 15 per cent higher than the average of the basic eamings per share of the Group
for each of the years ended 31st December 2001, 31st December 2002 and 31st December 2003

Optons granted to the Executive Directors under the Portmerrion 2002 Share Option Scheme on 25th April 2006
can nomally only be exercised 1f the basic eamings per share of the Group for the year ending 31st December
2008 is more than 15 per cent higher than the basic eamings per share of the Group for the year ended 31st
December 2005 The reasons for selecting eamings per share as a measure of performance 1s that it directly
reflects operatonal performance and also is a significant factor in delermining the market's view of the Group's
value

Long-term incentive schemes

The Group operates a long term incentive scheme, the "Phantom Share Option Scheme 2001", for the benefit
of cerain Directors and employees The scheme was introduced on 14th March 2001 The scheme entitles
participants 1o eam an ncentive payment based on the movement in Company share piice between the
average mid-market price over the three trading days prior 10 the date the Incentve 18 granted ond the
average mid-market pnce over the three frading days ofter the day of the announcement of the results for the
financial year two years after the financial year in which the incentives are granted, subject to a madmum
increase in value per share of €400 The incentive payment 15 calculated by reference to nominal
shareholdings

The performance condition relafing to the incentives granted after 31st Becember 2002 under the "Phanfomn
Share Opiion Scheme" Is that the growth In the baslec eamings per share shown In the Group's audited accounts
over the three years following the financial year immediately before the financial year in which the incentives
were granted, 18 higher than 15 per cent The reasons for seleching eamings per shaie as a measure of
perfomance Is that it directly reflects operatonal performance and alse is a significant factor in detemmining
the market's view of the Group's value

No incentives under this scheme were granted fo Directors during 2006

Pansions

BWJ Philps and AW Ralley, are members of the Pordmerrion Potienes Group Stakeholder Pension Plan, a
defired contnbuton scheme  Annual parfoMmance elated bonuses are not subject to contibutions by the
Group 1o the money purchase pension arangements maintained for the Directors

On 31st October 2002 the Portrmerrion Potteries Pension Plan, a confracted-in money purchase occupationol
pension plan, closed BW.J Phillips was @ member of the plan at that time and holds preserved benefits

On 5th Apnl 1999, the defined beneftt UK pension scheme was closed to new entrants and fo future cccuat
BWJ Phillips was ¢ member of the scheme at that ime and holds preserved benefits

LF Bryan recewes pension contnbutions from @ money puichase pension scheme operated by the Group in
the United States
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directors’ remuneration report (continued)

Directors' contracts
It 1s the Company's policy that Executive Directors should have confiacis with an indefinite term prowviding for a
maximurm of one year's notice

J Kong and BWJ Phillips are proposed for re-elechon at the next Annual General Meeting
They both have contracts which provide for a notice perod of one vear

The details of the Executive Ditectors' contriacts are summarised in the table below

Date of Notice

Contract Period

AW Ralley 1110 2000 12 months
LF Bryan 811 2002 12 months
BWJ Phillips 1503 2000 12 months

In the event of eatly tferminahion, the Directors' contracts provide for compensation of an amount equal fo the
gross salary that the executive would have receved dunng the balance of the notice penod, plus any bonus,
once declared to whwch he would have become enfiled had confractual nohce been given

Non-execulive Directors

All Non-executive Directors have service confracts with an indefinte term providing for a maximum of one year's
notice, without iabily for compensation  Ther remuneration 1s detemrnined by the Board toking into account
ther duties and the level of fees paid to non-executive directors of similar companies  The Non-executive
Dlrectors do not paricipate in the Compary's bonus, long-temm incentive or share option schemes and no
pension confributions are made In respect of them

Aggregate Directors' remuneration
The total amounts for Directors' remuneration were as follows

2006 2005

£ £

Emclurnents 648,806 467,430
Long-term incentive plan payments - -
Money purchase pension contnbutions 39,594 38,647

688,400 506,077

Directors' emoluments

Gains made
on exercise of Pension
Salary share contrl- 2006 2005
& fees Benefits Bonus options Total butions Total Total
£ £ £ [ £ £ £ g

Executive
AW, Ralley 100,900 1,486 51,767 5200 159,353 13,117 172,470 115,436
LF Bryan 146,874 11,940 70,934 - 229,748 12,573 242,321 166170
BWJ Phillips 126,400 5,270 64,850 1,885 198,405 13,904 212,309 145,666
Non-executive
Lady Judge ™ 18,850 - - - 18,850 - 18,850 18,025
J Kong 18,850 - - - 18,850 ~ 18,850 18,025
RJ Steele @ 23,600 - - - 23,600 - 23,600 20,600
Total 435,474 18,696 187,551 7,085 648,806 39,594 688,400 483,922
Notes

™ The remnunerahon for Lady Judge was made to BT Consuting Inc Limited n respect of her services
@ The remuneraton for R J. Steele was made to Adsum Limited in respect of his services,

The benefits shown above arise from the provision of company cars, Iife assurance, pemanent disabilty
nsurance and pavate medical insurance




directors’ remuneration report (continued)

Direciors' pension enfilements

BWJ Phillips Is a member of the Group's defined benefit pension scheme which closed on Sth Aprl 1999, He

had gccrued entitiements under the scheme s follows

Accrued pension
at 01.01.06
£

BWJ Philips 20,270

Increase in accrued
pension In the year
e

584

Accrued pension
at 31.12.06

-
20,854

His accrued benefits under the scheme calculated in a manner consistent with Retirement Benefit Schermes -
Transfer Values (GN11)° published by the Insfitute of Actuares and the Facully of Actuanes were as follows'

Contributions

Transfer vaiue made by the

at 01.01.06 Director

£ £

BWJ Phillips 248,341 -

Directors' share opftions

Increase

in transfer

vaiue In the period
net of contributions
1]

35,342

Transfer value
at 31.12.06

£
283,683

Aggregate emoluments disclosed above do not include any cmounts for the value of options to acquire
Ordinary shares in the Company granted to or held by the Directors

Details of options for Directors who served dunng the year are as follows

Numbet of Options
Director At 0101 D6
The 1997 Unapproved Share Option Scheme

LF Bryan 50,000 - - 50,000
BWJ Philips 24,200 - - 24,200
AW Ralley 34,000 - - 34,000
The 1997 Approved Company Share Opfion Plan

BWJ Phibips 5,800 - 5,800 -
AW Ralley 16,000 - 16,000 -
The Porfmelrion 2002 Share Option Scheme

LF Bryan 150,000 - - -
LF Bryan - 70,000 - -
BWJ Phillips 150,000 - - -
BW.J Phillips - 70,000 - -
AW Ralley 150,000 - - -

Granted  Exercised Sumendered Lapsed

Exarcise
At 31 12.06 Price

- - 187 5p
- - 187 5p
- - 187 5p
- - 187 5p
- - 187 5p
- 150,000 167 5p
- 70,000 222 5p
- 180,000 1467 5p
- 70,000 2225p
- 150,000 167 5p

Dates on which exercisable

Earllost

10 04 2005
10 04 2005
10 04 2005

1004 2005
10 04 2005

2503 2008
26 04 2009
2503 2008
26 04 2009
2503 2008

Latest

08 04 2006
08 04 2006
08 04 2006

08 04 2006
08 04 2006

23 03 2009
24 04 2010
23 03 2009
24 04 2010
23 03 2009

M On 17th March 2006 the Company agreed fo Issue a discretionary bonus to the following Directors on
the basls that they surendered the following options 1ssued pursuant to the 1997 Unapproved Share

QOption Scheme
Number of Cash bonus
oplions recelved
Director surrendered £
LF Bryan 50,000 18,750
BWJ Philips 24,200 9,075
AW Rdlley 34,000 12,750

The aggregate emoluments disclosed on page 18 do not include the above bonuses

10 oeemm
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directors’ remuneration report (continued)

@ The performance cmetio attaching to share options are detailed on page 17
@ The share price reached a high of 257.5p and a low of 191 Op dunng 2006. The average share price
dunng 2006 was 230 Op The share pnce on 31st December 2006 was 257 5p

@ The gains made by the Directors on the exercise of share options under the 1997 Approved Company
Share Ophon Plan dunng the year were as follows

Director Gain
£

B.W.J Philiips 1,885

AW. Ralley 5,200

7.085

No share options were exercised in 2005

The optons were exercised on 20th March 2006. The share price on that date was 222 5p

Approval
This report was approved by the Board and signed on its behalf by

o

B.W.J. Phillips
Company Secretary
14th March 2007




corporate governance siatement

As a company listed on the Alfemative Investment Market {AIM] the Company is not required to adhere to the
Combined Code on Compoiate Govemnance (the "Code"), published in June 2006 Whilst the Company is not
requred fo comply with the Code, it has used the Code as best prachce guidance and voluntanly presented
disclosures that reflect the extent of the Company's application of the Code

The Board

The Company 15 contiolled by the Board of Directors  Unhl 31st December 2006 the Board compnsed thiee
Executive and three Non-executve Directors With effect fiom ist January 2007 Michael Hoynes was
appointed to the Board as Group Sales and Marketing Director, a fourth Executive Director The Board considers
that the Non-executive Directors bang an independent judgernent to bear. All Non-executive Directors have
contracts which expire on the completion of one years notice These are avaikable for nspechon ot the
Company's registered office and at the Annucl General Meehng Al Directors except for the Chief Execuive
are subject to rettement by rotahon at regular intesvals In accordance with the Company's Ahicles of
Association Following the pnnciples of the Code the Chief Executive, who was appointed such in 2001, intends
10 refire for re-election every third year

AW Ralley, the Chalman, Is responsible for the running of the Board and L F Bryan, the Chlef Executive, has
executive responsibilty for unning the Company’s business and implemenhing Group sirategy  Arthur Ralley will
refire from the Board on 30th Apiil 2007  On his relrerent Dick Steele, cumently Senior Non-executive Director,
will be appointed as Non-executive Chaman  The Board meets at least six fimes each year and has a formal
schedule of mattars reserved to it It 15 responsible for overall Group shategy, approval of major caprial
expenditure projects, approval of the annual and interdm resutfs, annual budgets, dwvidend policy, and Board
shucture it monitors the exposure to key business nsks and reviews the stiategic direchon of gt frading
subsidianes, thelr annual budgets, thelr performance in relation to these budgets and their caprtal expendriure

All Directors ecelve regular and hmely infformation on the Group's operatonal and financial perfomance
Relevant information is circulated to the Diectors in advance of meetings In addifion, minutes of the meehngs
of the drectors of the main UK subsidiary are circulated to the Group Board of Directors  All Dyectors have direct
access to the adwice and senvices of the Company Secretary and are able to take independent professional
advice In the futtherance of thelr duhes, If necessary, at the Company's expense

The following fable shows the offendance of the Directors ot meefings of the Board and s principal
committees

Board Audit Remuneration Nomination
Committee Committee Committee

Aftended Held” Attended Held” Aftended Held” Attended Held"

AW Ralley 6 6 4* - K i - 2 2
(Charman)

LF Bryan <] ! 4* - - - 2 2
(Chief Executive)

Lady Judge (o) 6 4 4 3 3 2 2
(Non-executive)

J Kong 6 6 4 4 3 3 2 2
{Non-executive)

BwJ Philips 6 6 a4* - 1* - 2* -
(Group Finance Direcior)

RJ Sleele 6 6 4 4 3 3 2 2
(Senior Non-executive)

Notes

M Meetings held dunng the fime the Director was a member of the Board or Committee and shown as nif if
not a commitiee member
*  Meetings which the Director aftended, In whole or in part, by invitahon
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corporate governance statement (continued)

During the year the Board camed out an evaluchon of its own periomance The evaluation was based on the
guidance included in Suggesfons for Goed Practice from the Higgs Report  The guidance was considered n
detdil by the Board and the results were analysed and documented The Board concluded that it had
performed effectively  Dunng the year appropnate appraisals were camed out with the Directors  The Group
Finance Director was appraised by the Group Chief Executive who, in fum, was appraised by the Chanman
Adldhonally, the Chaimnan appraised the Non-executive Directors and they appraised the Chalman

Nomination Committee

The Nominaton Cormmittee s chalred by AW Ralley and compnses all the Non-executive Directors, the
Chalmnan and the Chief Executive It makes recommendations to the Board on all new Board appointments
It meets at least once a year and also considess the re-election of Directors refiing by rofation  The Company's
Arficles of Assoclation shpulate that one third of the Drectors other than the Chief Executive or the nearest whole
number below one third shall retire each year The Company reguires Directors to submit themselves for re-
election at lecst every thiee years

Remuneration Commitiee

The Remuneration Cornmittee s chaired by RJ Steele and compnses all the Non-executive Directors The
Remuneraticn Committee Is responsible for making recommendations to the Board In relation 1o all aspects of
remuneration for Executive Directors The Remunerafion Committee belleves that the presence of the
Chamnan and the Chief Executive i important in determining the remuneration of the other Executive
Directors  The Chamnan and Chief Executive do not participate in discussions relating to thelr personal
remunerahon  In framing s policy the Remunerahon Committee takes into account any factors which it
deems necessary, including industry standard executive remunerahon, differentals between executive and
employee remuneration, and differentials between executives When designing schemes of performance-
related remuneration the Remuneration Committee considers the provisions In Schedule A 1o the Code. The
remunerahon of the Non-executive Directors is determined by the Executive Directors

Audit Committee

The Audt Commiftee Is chared by RJ Steele and compiises all the Non-executive Direcliors The Audit
Committee mesets ot least twice each year It considers any matter relahing 1o the financlal affairs of the Group
and to the Group's extemnal qudit that it detemmines fo be desiiable  In paricular the Committee overviews the
monitoring of the adequacy of the Group's infemal confrols, accounting policles and financidl reporting and
provides a forum through which the Group's extemal qudttors report to the Non-executive Directors

Internal Conirot
The Board acknowledges that it 1s responsible for the Group's system of intemal control and for reviewing 1ts
effectiveness

An ongoing piocess for identifying, evaluating and managing the significant risks faced by the Group has been
in place throughout the financial year and has remained in place up to the approval date of the annual report
and accounts  That process Is iegularty reviewed by the Board and accoids with the infemal control guidance
for directors on the combined code produced by the Tumbull working party.

The Board intends 10 keep s nsk control procedures under constant review particulary with regard to the need
to ermnbed intfemal control and nsk management procedures further Into the operations of the business, both In
the UK and overseas, and to deal with areas of improverment which come 1o management's and the Board's
attenhon

As might be expected in a group of this size, g key confrol procedure s the day to day supervision of the
business by the Executive Drectors, suppored by the senior managers with responsibility for key operations.

The Execufive Directors are involved in the budget seling process, constantty monrtor key perfomance
indicators and review management accounts on a monthly basis, noting and Inveshgating major varances,
All significant capital expenditure decisions are approved by the Boaid as o whole




corporate governance statement (continued)

The Group's significant risks, together with the relevant control and monitonng procedures, are subject fo regular
review to enable the Board 1o assess the effectiveness of the system of miemal control  The adequacy of
intemal controls with regard to the rsks identified are revewed ot every Board meeting The Board has also
specifically ieviewed the effectiveness of the Group's intemal financial controls

The Board has considered the need for an mtemal gudtt tunction, but has declded that, because of the size of
the Group and the systerns and controls in place, it is not appropricte at present. The Board will review this on
a regular basis

The Group's systermn of intemal controd Is designed 1o manage rather than elimincate the nsk of failure to achieve
business objectives, and can only provide reasonable and not absolute assurance against material
misstaterment or loss

Relations with Shareholders

The Group encourages two way communicaion with both its instfutional and private investors and responds
quickly to all quenes recelved The Charman talks regularly with the Group's major shareholders and ensures
that thelr views are communicoted fully to the Board All sharehokders receive nchice of the Annual General
Meeting at which all Committee chairmen will be avallable for questions

Going Concern

Having made appropriate enquires, the Diectors consider that the Group has adequate resouices to
continue operahons for the foreseeable future  Accordingly, the financial staterments contnue 10 be
prepared on a going concem bHasis

STATEMENT OF DIRECTORS' RESPONSIBILMES

The Directors are responsible for prepanng the Annual Report and the financial statements in accordance
with applicable low and regulctions

Company law requires the Directors to prepare financial statements for each financial year, Under that low
the DBirectors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepled Accounting Prachce (United Kingdom Accounting Standards and applicable law) The
financial statements are required by low to give a fiue and falr view of the state of affairs of the Company
and the Group and of the profit or loss of the Group for that perod  In prepanng these financlal statermnents,
the Directors are required to

- select suitable accounhng policies and then apply them consistentty;
- make judgements and eshmates that are reasonable and prudent,

- state whether applicable UK Accounting Standards have been followed, subject o any
materal depariures disclosed and explaned in the financial statements,

- prepare the financial statements on the going concemn basis unless 1 is Inappropnate to
presume that the company will continue In business

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy ot
any tme the financial position of the Company and enable them to ensure that the financial statements
comply with the Companies Act 1985 They are also responsible for safeguarding the assets of the Comparny
and hence tor faking recsonable steps for the prevention and detection of fraud and other Imegulanties
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Independent audiiors’ report

To the Members of Portmeirion Group PLC

We have audied the Group and Parent Company financial statlernents (the "financial stctements”) of
Porimeinon Group PLC for the year ended 31st December 2006 which compnse the Group profit and loss
account, the Group and Company balance sheets, the Group cash flow staterment, the Group statement of
total recognised gains and losses and the related notes 1 fo 30 These financial staternents have been
prepared under the accounting policies set out therein

This report s made solely 1o the Company's members, as a body, in accordance with section 235 of the
Companies Act 1985 Our audrt wark has been undertaken so that we might state to the Company's members
those matters we are required to state to them in an audrtors' report and for no other purpose  To the fullest
extent pemnitted by law, we do not accept or assume responsibilly to anyone ofher than the Company and
the Company's members as a body, for our audit work, for this report, or for the opirions we have formed

Respective responsibliities of directors and auditors

The Director's responsibififies for prepanng the Annual Report and the financial staterments in accordance with
applicable low and United Kingdorn Accounting Standards (Unted Kingdom Generally Accepted Accounting
Prachce} ae set out in the siatement of Directors’ responsibiihes

Our responsiblity 1s fo oudt the financial statements In accaidance with relevant legal and regulatory
requirements and Intemational Standards on Audring (UK and Ireland)

We report 1o you our opinion as to whether the financial siatements give a frue and farr iew and are properly
prepared In accordance with the Companies Act 1985 We also report to you whether in our opinion the
infornartion given in the Directors' Report 1s consistent with the financial statements  The Information given in the
Directors' Report includes that specific Information presented in the Chaimman's staternent and Chief Executive's
review that 15 cross refemed from the Business Review section of the Directors' Report

In addition we report 16 you f, In our apinion, the Company has not kept proper accounting records, if we have
not receved dlf the Information and explonahons we require for our aud, or if Information specified by law
fegarding Directors' remnuneration and other fransachons is not disclosed

We read the other infarmation contalned in the Annual Report as described in the contents section, and
consider whether it is consistent with the audited financict statements We consider the Implications for our
report if we become aware of any apparent misstatements or material inconsistencies with the financial
statements Cur responsibilihes do not extend o any further nformation cutside the Annual Report

Basls of audit opinion

We conducted our audt in accordance with International Standards on Auditing (UK and Ireland) issued by the
Audtting Prachces Board An audit includes exarmination, on a test basis, of evidence relevant to the amounts
and disclosures in the financial statements It also Includes an assessment of the significant estmates and
judgments made by the Drectors in the preparaton of the financial statements, and of whether the
accounting policies are appropnate to the Group's and Company's circumstances, consistently applied and
adequately disclosed

We planned and performed our cudit 50 Qs 1o obtain all the infomrmation and explanations which we considered
necessary i order fo provide us with sufficient evidence o give reasonable assurance that the financial
staternents are free from materat misstatement, whether caused by fraud or other ireguiarty or error In forming
our opinion we also evaluated the overall adequacy of the presentation of information In the financial
staternents

Opinton
in our opinion

o the financial statements give a frue and far view, In accordance with Unifed Kingdom Genesally Accepied
Accounting Practice, of the state of the Group's and the Parent Company's affairs as at 31st December
2006 and of the Group's profit for the year then ended,

e the financial statements have been propedy prepared In accordance with the Companies Act 1985, and
e the informahon given in the Directors' Report 1S consistent with the financial statements

Del k. 8 T\Juu}{ e

Deloltte & Touche LLP

Chartered Accountants and Registered Auditors
8irmingham, Unifed Kingdom

14th March 2007




consolidated profit and loss account

For the year ended 31st December 2006

As restated (Note 27)

Before Befoie
exceptional Exceptional exceptional  Exceptional
Notes Hems Hems Tolal iterns iterns Total
2006 2006 2006 2005 2005 2005
£000's £000's £000's £000's £000's £000's
Turnover - continuing
operations 1 28,422 - 28,422 27,552 - 27.552
Raw matenals and
operaling cos's 2 (25,747) (2727) (26,024) (26,045} (284) {26,329)
Operating profit/loss)
- continuing operations 4 2,675 @rn 2,398 1,507 (284) 1,223
Profit on sale of tangible
fixed assets - - - - 238 238
Share of profit of
associated undertakings 64 - 64 68 - 68
Impaiment of investment
In associated
undertaking 13 (44) - (468) - (273) 273)
interest receivable and
similar income 5 231 - 231 207 - 207
Interast payable and
similar charges 4 m - m (2) - (2)
Other finance costs 26 (62) - (62 (81) - (81)
Profit/{loss} on
ordinary activities
beafore taxation 2,861 (277) 2,584 1,699 {319 1,380
Taxation on profit on
ordinary achvities 7 Ny (317)
Profit on ordinary
activities after laxation
beling the profit for
the financial year 8 1,672 1,063
Eamings per share 10 17.03p 1057p
Diluted eamings
per share 10 16.80p 10 54p
Dwidends per share
paid and proposed 9 14.00p 13 25p

Movements on reserves durng the year are shown in Note 19 on page 40
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consolidated balance sheet
As at 31st December 2006

Fixed assels
Intongible assets
Tangible assets
Investments

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets

Total assets less curmrent liabllities
Provisions for llablilities

Net assets excluding pension deficit
Pension deficlt net of related deferred tax
Net assets including pension deflcit
Capital and reserves

Cadlled up share capital

Share premium account

Treqsury shares

Share based payment reserve

Profit and loss account

Equity shareholders' funds

These financial staterments were approved by the

Notes

1
12
13

14
15

17

26

Board of Directors and signed on 14th March 2007

on 1ts behalf by

LF. Bryan

Directors
B. W, J. Phillips 7(/

2006
£000's £000's

502
6,243
1,332

8,077

8,352
4,467
5,203

18,022

(5,541)

12,481

20,558

(81)

20,507

(3,969}
16,538

523
4,657
(1,266)

12,586

16,538

As restated (Note 27)

£000's

5913
5,243
6,294

17.450

(3.080)

2005
£000's

5,335
1,413

6,748

14,370

21,118

(43)

21,075

(2.870)

18,205

521
4,580
{964)
12
14,056

18,205




company balance sheet

As at 31st December 2006
Nofes
Fixed assets
Investiment in subsicliary undertakings 13
Current assets
Debtors — of which £10,911,000 (2005-£10,911,000)
falls due after mose than one year 15

Crediters: amounts faling due within one year 16
Net current assets
‘Net assets

Capital and reserves

Called up share capital 18
Share premium account 19
Other reserves 19
Treasury shares 19
Share based payment reserve 19
Profit and toss account 19

Equity shareholders' funds

These financial statements were approved by the
. Board of Directors and signed on 14th March 2007
on Its behalf by

LF. Bryan

Directors
B. W. J. Phillips /&/

2006
£000's £000's

1,455

10,938

(5,941)

4,997

6,452

523
4,657
197

(1,266)
s

2,303

6,452

As restated (Note 27}

€000's

10,911

(4,279)

2005
£000's

1,455

6,632
8.087
521
4,580
197
(964)
3,741

8.087
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consolidated cash flow statement
For the year ended 31st December 2006

Notes

Cash inflow from operahng activihes 20
Retums on investiments and senvicing of finance 21
Taxahon (paid)frecetved

Caprtal expenditure and financial invesiment 21
Equrty dividends paid 9

Cash (outflow)/inflow before use of liquid
resources and financing

Management of iquid resources 22
Financing 21

Increase/(decredase) in cash in the year

Reconciliation of net cash flow to movement in net funds (Note 22)

Increase/(decrease) in cash in the year
Cash {infiow)/outfiow from (decrease)increase in iquid resources
Net funds at 1st January

Net funds at 31st December

2006
£000's

2,731
303
(306}

(2,251)

(1,305)

(828)

1,133

(263)

42

2006

£000's

42
(1,133)

6,294

5,203

2005
£000's

3.033
148
54
292

(1.330)

2,197

(1.654)

(762)

(219)

2005
£000's
(219)
1,654

4,859

6,294




statement of total recognised galns and losses

reconciliation of movements in shareholders’ funds
For the year ended 31st December 2006

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

Profit for the financial year
Cumrency transiation differences

Actuanal loss on defined benefit pension scheme
Related defered tax

Total recognised gains and losses for the flnancial year
Prior year adjustment (Note 27)

Total recognised gdins and losses since the last annual report

2006
£000's

1,672
(498)

(1,856)
557

(125)

(124)

RECONCILATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

Profit for the financial vear

Moverment In penston scheme labillity
Dividends paid

Currency translation differences

Shares issued under employee share schemes
Increase in share based payment reserve
Purchase of freqsury shares

Purchase of equity nterest

Nel reduction In shareholders' funds

Opening shareholders’ funds as previously stated
Prior year adjustment

Openmng shareholders’ funds os restated

Closing shareholders' funds

2006
£000's

1,672
(1,299)
(1,305)
(498)
79

26
(302)
(40)

(1,667)

18,204

18,205

16,538

As restated
(Note 27}
2005
£0007's

1.063
380

(998)
299

744

744

As restated
(Note 27)
2005
£000's
1.063

(779)
{1.330)

380

3

(762)

(1,425)

19,632

(2)

19,630

18,205




e 30

accounting policies

(a) Accounting basls

The financial statements are prepared under the histoacal cost convenon and N accordance with
applicable United Kingdom accounting standards

The more important accountng policies, which have been applied consistently, with the exception of the

changes in accounting policy coused by the adophon of new Accounting Standards (see Note 27), are
set out below

(d) Consolidation

©

The Group accounts include the accounts of the Compary and of s subsidiary undertakings The Group's
share of the results and retained eamings of associated undertakings 5 included All accounts for
subsidicries and associated companies have been prepared for the year ended 31st December 2006
except for the accounts of Posimeirion Finance Limited which, for cash flow reasons associated with the
date of payment of tax, have been prepared for the year ended 7th January 2007 and the accounts of
Portmeliion Canada Inc which have a year end of 30th June 2006. The Group accounts include interim
financial iInformathon to 31st December 2006 for Porfmelrion Finance Umited and the results of Porfimeiion
Canada Inc for the year to 31st December 2006

intangible fixed assets

Purchases of trade marks are included at cost and written off in equal annual instalments over 5 years,
which s their estimated useful economic life  Provision Is made for any impaiment  Where a subsidiary
undertaking ts acqulred durng the year ifs results are included flom the effechive dote of acquilstion Prior
to the infroduction of FRS10 "Gooadwill and Intangible Assets® any goodwill arising as a result of an acquisition
was charged against reserves as a matter of accounting policy This goodwill will be charged or credited
{0 the profit and loss account on subsequent disposal of the business to which it related

(d) Tangible fixed assefs

(o)

(9

h)

m

Tangible fixed assets are held at cost, net of depreciation less any provision for impairment Depreciation
15 provided by etfther the reducing balance method or the shaight Ine method ct rates calculcted 1o witte
off the cost of the assets less thelr estimated residual value over thelr expected useful tives

Freehold buildings - 2% per annum

Short leasehold buildings - over the Iife of the lease
Plant and vehicles - 10% to 33% per annum
Invesitments

Investments held as fixed assets are stated at cost or at the Group's share of the underying net assefs
Provision is made for impalmnent.

Stock

Stocks of raw materials, work in piogress and finished items are valued at the lower of cost and eshimated
net realisable value The cost of work in progress and finlshed goods Includes the appropriate proportion of
factory direct costs and related produchon ovetheads. Provision s maode for obsolescence as necessary

Turnover

Tumover represents the value of goods despatched by subsidiary undertakings to customers outside the
Group and to its associated undertakings, exclusive of sales faxes, in the nomnal course of business, net of
fade discounts,

Resedarch and development
All expendrture on research and development is witten off as it 1Is iIncured

Purchase of own shares
investment in own shares has been classified to other reserves - freasury shares




accounting policles {continued)

) Taxation

Current tax including UK comporahon tax and foreign tax Is provided at amounts expected to be pad using
the fax rates and laws that have been enacted or substantively enccted by the balance sheet date

Defered tax s provided in full on fimung differences which resutt in an obligahon at the balance sheet date
to pay more tax, of a nght 1o pay less tax at a future date, at iates expected o apply when they crystallise
based on cumert tax rates and low Timmg differences anse from the inclusion of tems of income and
expendrture in taxahon computations in penods different frorn those in which they are included in financial
staternents

Deferred tax is not provided on tming differences on unremitted eamings of subsidicries and associates
where there Is no commitment to remit these secmings Defenad tax assets are recognised fo the extent
that it 15 regarded as more likely than not that they will be recovered Defered tax assets and fablliies are
not discounted

Transiation of foreign currenciles

{1 Trading
Transactions denominated i toreign cumencies ¢re franslated at the rate mling on the date of the
fransaction, untess matching forward exchange contracts have been enfered into, In which case the
rate specified in the relevant confroct s used At the balance sheet date unhedged moenetary assets
and licbilities denominated in forelgn cumencies are fransiated at the rate of exchange nuling at that
date, Exchange differences arising on frading fransactions are deaft with in the profit and ioss account

{1} Owerseqs subsidiary underfakings
For consolidation purposes the results of the overseas subsidiary undertakings are transicted ¢t the
overage rate for the yeor and assets and liabilties are transkated ot the rate of exchange ruling at the
balance sheet date

Pre-acquistion reserves are ransiated at the iate of exchange nuling at the date of ther acquistion by
the Group

Exchange differences arising from the above are dealt with through reserves

(i) Owerseas associated undertakings
For consclidahon purposes the assets, iabilifies and resulls of the overseas associated undertakings are
hansiated at the rate of exchange nuling at the balance sheet date

Exchange differences arising from the above are deatt with through reserves

Group pension schemes

The Group operates a Group stakeholder pensicn plan in the UK For this scheme  the amount charged to
the profit and loss account In respect of pension costs and other post-retirement benefits is the contmbutions
payable in the year Differences between contributions payable in the year and contmbutions actually pad
are shown as either accruals or prepayments in the balance sheet

The defined benefit scherme previously operated by the Group closed on 5th Apdl 1999 For this scheme
the amounts charged to operating profit are the curent service costs and gains and losses on settlernents
and curtalments They are included as part of staff costs Past service costs are recognised immediately in
the profit and loss aecount if the benefits have vested If the benefits have not vested mmediately, the
costs are recognised over the period unhl vesting occurs The interest cost and the expected retum on
assets are shown as a net amount of other finance costs or credits adjacent to interest Actuarial gains and
losses are recognised immediately in the staterment of total recognised gains and losses

Defined benefit schemes are funded, with the assets of the scheme held separalely fiom those of the
Group, In separcte tustee administered funds Pension scheme assets are measured at fair value and
habiliies are measured on an actuarial bass using he projected unit method and discounted at a rate
equivalent to the curent rate of retum on a high quality coparate bond of equivalent cumency and term
1o the scheme liabiliies The actuarial valuglions are obtained ot least fiennially and are updated at each
balance sheet date. The resulting defined benefit asset or liabilty, net of the related defered tax, is
presented separately after other assetfs on the face of the balance sheet,

In the United States, the Group operates 0 money puschase pension scherme with payments being made
to the scheme at the discretion of the Group All payments are expensed as they are incuned

31
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accounting policies (continued)

(m) Share-based payment

The Group hos applied the requirements of FRS 20 “Share-based Paymeni™  In accordance with the
tanstional provisions, FRS 20 has been applled to all grants of equity mstruments after 7th Novernber 2002
that were unvested as of 1st January 2005

The Group 1ssues equily-sefled and cash-settied share-based payments to cerfan employees  Equity-
setled share-based payments are measured at fair value (excluding the effect of non market-based
vestng conditions) at the date of grant  The falr value determined at the grant date of the equity-settied
share-based payments Is expensed on a straight-ine basls over the vesting period, based on the Gioup's
eshmate of shares that will eventually vest and adjusted for the effect of non market-based vesting
condttions

Far value 1s measured by use of the Black-Scholes pricing model  The expected life used in the model has
been adjusted based on managerment's best estimate, for the effects of non-transferability, exercise
resinchons and behavioural considerahons

A liabilty equal to the porion of the goods or services receved 1s recognised ot the cunent far value
determined at each balance sheet date for cash-settled share-based payments




notes to the accounts

1. Segmental analysis

The Directors are of the opinion that only one class of business s being undertaken, that of the manufacture and

sale of potiery and associated homeware The geographical analyses are as follows

Turnover by destination 2006 2005
£000's £000's
United Kingdom 8,457 9.562
North Amerdca 12,204 10,864
European Union 1,558 1,642
Far East 5,757 5,186
Rest of the World 4446 398
28,422 27,552

Turnover by ongin 2006 2005
Total Inter- Sales to Total Inter- Sales to
sales  segment third sales  segment third
sales parties sates parties
£000's £000's £000's £000's £000's £000's
United Kingdom 23,301 (5,757) 17,544 22,143 5.123) 17,020
North America 10,878 - 10,878 10,193 - 10,193
Far East - - - 367 (28) 339
34,179 (5,757) 28,422 32,703 (5,151) 27,552

Operating profififtoss) by origin As restated

2006 2008

Before Operating Before Operating

exceptional exceptional excephonal exceptional
items items Total tems rems Total
£000's £000's £000's £000's £000's £000's
Unfted Kingdom 1,646 277) 1,369 1,342 (284) 1,058
North America 1,029 - 1,029 400 - 400
Far East - - - (235) - (235)
Operating profit/(loss} 2,675 (277) 2,398 1,507 (284) 1,223
Net assefs by origin As restated
2006 2005
£000's £000's
United Kingdom 11,926 13.280
North America 3,280 3.512
Operating net assets 15,206 16,792
Unallocated net assets 1,332 1,413
Tota! net assets 16,538 18,205

Undllocated net assets consist of Investments in associated undertakings of £1,332,000 (2005 - £1,413,000)

Details of investrments in asseciated undertakings are piovided in Note 13 on page 38
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notes to the accounts (continued)

2. Raw materlals and As restated
operating costs 2006 2005
Before Operating Before Operatng
exceptional exceptional excephonal exceptional
items items Total items fems Total
£000's £000's £000's £000's £000's £000's
Change in stocks of finished
goods and work In progress (2,452) - (2,452) 142 - 142
Raw materials ond consumables 9,757 - 9,757 6.813 - 6,813
Other extemal charges 6,299 - 6,299 6,943 120 7.063
Staft costs (see Note 3) 11,377 277 11,654 11,195 164 11,359
Depreciation and other amounts
wiitten off tangible fixed assets 744 - 744 952 - 952
Arnorhisation of intellectual
property 22 - 22 - - -
25,747 277 26,024 26,045 284 26,329
Operating exceptional ftems

The rahonalisation and re-orgarusation of the business continued In the first half of 2006 The exceptional
redundancy costs incurmred as a result were £277.000 Exceptional costs of £284,000 relating to this re-

organisation were incurred in 2005

3. Staff numbers and costs

2006 2005
Number Nurmber

The average number of persons employed during the year, including Direcfors
Operatives n 350
Staff 216 227
537 571
£000's £000's

Stoff cosfs

Wages and salanes 10,080 9,770
Soclal secunty costs 809 819
Defined contiibuhon and money puichase pension schermes costs 765 770
11,654 11,359

The Company had no employees throughout 2006

Detalls of individual Directors' remunerahion, pension contribufions and pension entiterments required by the
Companies Act 1985 are shown in the Directors’ Remuneration Report on pages 18 to 20 Detalls of Directors’

cunent share options are shown in the Directors’ Remuneration Report on page 19

4. Operating profit

2006
£000's

Operating profit s stated affer charging
Research and development 188
Audtors' remunerahon - audit 58
- other services 9
Operating lease rentals - land and bulldings 500
~ plant and machinery 37

2005
£000's

163
54
11

42]
37

The audit fee for the Company was £2,000 (2005 - £2,000)




hotes to the accounts (continued)

4. Operating profit (continued) 2006 2005
£000's €000's
The analysis of auditors remuneration is as follows
Fees payable for the audit of the Group's financial statements 58 54
Fees payable to the Group's auditors for other senvices
Taxation services - 7
Audit of the Portmerrion Potteries timited Retirement Benefit Scheme 4 4
Other services 5 -
Total fees payable for other services 9 1
5. Interest recelvable and simlilar income 2006 2005
£000's €000's
Bank deposits 229 182
Other interest recelvable 2 25
231 207
6. Interest payable and similar charges 2006 2005
£000's £000's
Interest paid 1 2
7. Taxation on profit on ordinary activities 2006 2005
£000's £000's
United Kingdom corporation tax at 30% (2005 - 30%) 513 421
Adjustment fo corporation tax In respect of prior years 56 (250)
Overseas taxation a7z 171
Assoclated undertakings 6 23
Double tax rehef (134} (72)
Cunent taxation 818 293
Deterred taxahon
Defemed taxation ofigination and reversal of tirming differences 38 20
Adjusiment to deferred taxation in respect of prior years (30) 4
Pension scheme 86 -
912 N7z
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notes fo the accounts (continued)

7. Taxatien on profit on ordinary activities (continued)

The standard rate of tax for the year, based on the UK standard rate of corporahion tax is 30% (2005 - 30%) The
actual tax charge for the current and the previous year differs from the standard rate for the reasons set out In
the following reconciliahon

As restated
2006 2005
J £000's £000's
Profit on ordinary activihes before taxation 2,584 1,380
Tax on profit on ordinary activities ot standard rate of 30% 775 414
Factors affecting charge for the period
Fxed asset timing differences (84) 74
Other timing differences 46 (194)
Expenses not deductible for tax purposes 33 1146
Tirming differences In relahon to pension scheme (86) -
Unreleved losses in foreign subsidianes - 169
Foreign tax charged af higher rates than UK standard rate LA 46
Adjustments to fax charge in respect of prior perods 56 (250}
Difference relating to associates tax charge (13) -
Double tax refief - (72)
Total actual amount of tax on profit on ordinary actvities 818 293

8. Profit for the financlal year

No profit and loss account 1s presented for the Parent Company os permitted by sechon 230 of the Companies
Act 1985 The consolidated profit of £1,672,000 {2005 - profit of £1,063,000 as restated) includes a loss of
£133.000 (2005 - loss of £324,000) which Is deatt with in the financial statements of the Company

9. Dividends paid 2006 2005
£000's £000's

Final dividend of 9 95 per share paid In respect of the year ended 31st December 2005

{2005 - final dvidend of 9 95p per share paid in respect of the year ended

31st December 2004) 982 999
Infenrm dmdend of 3 3p per share paid in respect of the year ended 31st December 2006

{2005 - interim dividend of 3 3p per share paid In respect of the year ended

31st December 2005) 323 331

Total dividends paid in the year 1,305 1,330

The Directors recommend that a final dividend of 10 70p (2005 - 9.95p) per share be paid, making a total for
the year of 14 00p (20056 - 13 25p) per share The fina! dividend wilt be paid, subject to shareholders’ approval,
on 25th May 2007, to shareholders on the register ot the close of business on 27th Apiil 2007




notes to the accounts (continued)

10. Eamings per share
Basic

The basic eamings per share are calculated by dviding the profit offer toxation of £1,672,000 (2005 - £1,063,000 as
restated) by the weighted average nurmber of Ordinary shares in issue during the year of 9,818,990 (2005 - 10,057,467)

Diluted

The diuled eamings per share are calculated In cccordance with Financial Reporfing Standard 22 This
calculation uses a weighted average number of Ordinary shares in Issue adjusted to assume conversion of all
diutive potential Ordinary shares and is shown below

Basic eamings per share

Effect of diuhve securties
employee share ophons

Diluted eqamings per share

As restated

2006 2005
Weighted  Earnings Weighted Eamings
Earnings Number of per Share Eamings Numberof per Share
L4 Shares (Pence) g Shares (Pence)
1,672,000 9,818,990 12.03 1,063,000 10,057,467 1057
- 131,701 - - 23,636 -
1,672,000 9,950,691 16.80 1,063,000 10.081.103 10.54

11. Intangible fixed assets - Group

Cost
Al 1st January 2006
Addtions

At 31st December 2006

Amountis writlen off
Al 1st January 2006
Charge for the year

At 313t December 2006

Net book value
At 313t December 2006

At 31st December 2005

Intellectual Property

£000's

504
524

22
22

502

On 13th October 2006 the Group purchased certan infellectual property from Pimpemel Intemational Umited (in
Adrministrahon) at a fofal cost of £524,000 This amount is belng amaortised evenly over its expected useful ife of 5 years

12. Tangibte fixed assels - Group

Cost

At 1st January 2006
Additions

Disposals

Exchange adjustments

At 31st December 2006

Depreciation

At 1st January 2006
Charge for year

On disposats
Exchange adjustments

At 31st December 2006

Net book value
Al 31st December 2006

At 31st December 2005

Land and buildings

Short  Plant and
Freehold leasehold vehicles Total
£000's £000's £000's £000's
5,188 510 11,482 17,180
& 1,451 302 1,759
- - 167) (167)
(103) (16) (44) {163)
5,091 1,945 11,573 18,609
1,489 4465 2,891 11,845
87 20 637 744
- - (151) (151)
(25) (14) (33) (72)
1,551 a1 10,344 12,366
3,540 1,474 1,229 6,243
3,499 45 1,591 5,335

37 mmmm
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notes to the accounts (continued)

13. Investments 2006 2005
£000's £000's

Group

Associated undertakings

Furong Mills Limited

2,080 Ordingry shares of £1 each reprasenting 27 58% of the Issued share capital

Share of net assets 1,218 1,152
Discount on acquistion (13) (13)
Impaiment of nvestment in Fudong Mills Limited (553) (607)

652 632

Portrnerion Canada Inc
100 cormmon shares representing 50% of the 1ssued share capral
Share of net assets 680 781

1,332 1.413

The decrease of £81,000 in the amount disclosed under investrents represents the Group's share of profits In
associated undertakings less a further £46,000 mpalmment in the Investment in Funon? Mills mited Furong
Mills is o suppher of raw materials 1o the ceramic manufacturing industry and, in the ight of continuing changes
to that Inngshv in the UK, an impaiment review haos been canled out which has resulted in an addhonal
Impaimmen

Cornpany

Subsidiary undertakings

30.000 Ordinary shares of £1 each in Porimeiion Potterles Limited

representing 100% of the issued share capittal at cost 47 47
100 Ordinary shares of no par value in Naugatuck Trangle Corporation

representing 100% of the issued share capital at cost 1,408 1,408

1,455 1.455

At 31st December 2006 the Company had the following subsidiary and associoted undertakings

Country of
operation and
Subsldicry underfakings incorporation Nalure of business
Portrnencn Polteries Limited Great Bitain Pottery rmanufacturer
Portrneldon Finance Limited Gieat Britain Domant
Portrelrion Enterprises bmited * Great Britain intemedicte holding company
Portmeddon Distibuhon Lmied * Great Brtain Domnant
Portmeirion Senvices Limited * Great Britain Bommant
Nougatuck Tiangle Comporation [USA) UsSA Infermediate holding company
S P Sknner Co. Inc (USA) ** USA Marketing and distibution of pottery and occessories
Associoted undertakings
Porfmelrion Canada Inc (Canada) Canada Marketing and distribuhion of pottery and accessonies
Furiong Mills bmited Great Britain Suppliers and millers of clay

The companies are mcoporated In Great Batan and registered m England and Wales except where stated The
share capital of all subsidiary undertakings consists solely of Ordinary shares The Group hoids 100% of the share
capital of all subsidiaries, 50% of the ordinary share capital of Potmeinon Canada Inc and 27 58% of the
oidinary share capital of Fulong Mills Limitted

* Wholly owned by Porfmerrion Potlenes Linmited
** Whoily owned by Naugatuck Tiangle Comorahon

14. Stocks Group
2006 2005
£000's £000's
Row matenals and other consumables 1,007 1,020
Work in progress 1,574 1.607
Finished goods 57N 3,286
8,352 5913




notes to the accounts (continued)

15. Debilors Group Company
2006 2005 2006 2005
£000's £000's £000's £000's
Trade debtors 3,79 4,122 - -

Loans owed by subsidiary undertakings faling due

after more than one year - - 10,911 10,911
Armounts owed by associated undertakings 84 170 - -
Comporation tax - 321 27 -
Other debtors 50 183 - -
Prepayments and accrued income 542 447 - -

4,467 5,243 10,938 10,911
16. Credilors: amounts falling due within one year Group Company
As restated As resiated
2006 2005 2006 2005
£000's £000's £000's £000's
Trade creditors 4,338 2,378 - -
Amounts owed to subsidiory underiakings - - 5,691 4,185
Amounts owed to associated undertakings - 13 - -
Comporahon tax 17 - - 42
Other taxation and social security 458 510 & 6
Other creditors 728 179 44 46
5,541 3,080 5,941 4,279
17. Provisions for liabilities £000's
Defemed taxation
Balance at 1st January 2006 43
Charge for year ended 31st December 2006 8
Balance at 31st December 2006 51
2006 2005
Provided Provided
In the Full inthe Full
accounts potential accounts potential
£000's £000's £000's £000's
Defened taxation
Accelerated capital allowances 226 226 173 173
Short term tming differences €175} (175) (130) (130)
Defermed tax liabikty ] | 51 43 43

No provision Is required for deferred taxation in the accounts of the Company (2005 - £nll}
The above figures exclude taxation payable in the event of profits of overseas subsidiary undertakings being
distnbuted

18. Share capital 2006 2005
Number Number
000's £000's 000's £000's
Authonsed share caprtal
Cidinary shares of 5p each 15,000 750 15,000 750
Allofted. called up and fully paid share capttal
Ordinary shares of 5p each 10,463 523 10,421 521

The market price of the Company's shares at 31st December 2006 was 257 5p per share Dunng the year the
price ranged between 191 0p and 257 Sp per share

41,800 Ordinary shares of 5p each were aliotted 10 four employees on 20th March 2006 for q total cash
consideration of £79,350 being 28,800 ot £1 875 per share and 13,000 at £1 95 per share The shares were qll
allotted under the Group's 1997 Approved Company Share Option Plan BWJ Phillps and AW Ralley were
aliotted 5,800 and 16,000 respectively
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notes to the accounis (continued)

18. Share capital (continued)

Opficns granted to Directors and employees to acqurre Ordinary shaies of 5p in the Company and shil

outstanding at 315t December 20046 were as follows

Number Exercise price Dates on which exercisable

of shares per share Earllest Latest
The Portrmeinon 2002 Share Option Scheme 450,000 167 5p 25032008 23 03.2009
The Porimeinon 2002 Share Ophon Scheme 190,000 222 5p 26042009 24042010
Options held by the Directors are shown in the Directors’ Remuneration Report on page 19
19. Share premium account and reserves Share
Share based Profit
piemium Treasury  payment and loss
account shares reseve account
£000's £000's £000's £000's

Group
As at 1st January 2006 as previously reported 4,580 964) - 14,067
Prior vear adjustment {(Note 27) - - 12 (nm
As at 1st Jonuary 2006 as restated 4,580 {964) 12 14,056
Profit for the financial year - - - 1,672
Dividends pard - - - (1.305)
Exchange adjustment - - - {498)
Increase In share based payment reserve - - 26 -
Movement in pension scheme llability net of related defered tax - - - (1.299)
Premium on shares issued under option scheme 77 - - -
Purchase of own shares - (302) - -
Purchase of equity interest - - - 40)
As at 31st December 2006 4,657 (1,266) as 12,586
Proftt and loss account as at 31st December 2006 excluding pension kability 16,555
Pension deficit net of related deferned tax (3.969)
Profit and loss account as at 31st December 2006 including pension liability 12,586

The cumulative amount of goodwil witten off ot 31st December 2006 was £515,000 (2005 - £515,000)
The balance caried forward on the profit and loss account of £12,586.000 (2005 - £€14,056,000 as restated)
inciudes the Group's share of associated undertakings' post acquisition reserves of £1,810,000 (2005 - £1,845,000).

Share Share based Profit
premum Other Treasury  payment and loss
account reserves shares reserve account

£000's £000's £000's £000's £000's
Company
As at st January 2006 as previously reported 4,580 197 (964) - 3,741
Pnor year adjustiment (Note 27} - - - 12 -
As at ist January 2006 cs restated 4,580 197 (964} 12 3.741
Loss for the financial year - - - - {133)
Dividends pald - - - - (1.305)
Increase in share based payment reserve - - - 26 -
Premium on shares issued under option scheme 77 - - - -
Purchase of own shares - - (302) - -
As at 31st December 2006 4,657 197 (1,266) 38 2,303

The Company made vanous purchases of its own shares throughout the year
Overall 136,800 Ordinary shares of 5p each were acquired at a total cost of £302,000




notes to the accounts (continued)

20. Roconclliation of operating profit o operating cash tHiows As restated
2006 2005
£000's £000's
Operating profit 2,398 1,223
Depreciahon 744 952
Amonisation of intangible fixed assets 22 -
Coninbutions to defined benefit pension scheme (348) (348)
Charge for share based payments 26 3
Exchange {loss)/gan (328) 200
[Profitlioss on sale of tangible fixed qssetfs (16) 21
(Increaseldecrease in stocks (2,439) 141
Decrease in debtors 382 456
Increase in creditors 2,290 385
Net cash inflow trom operating activities 2,701 3.033
All of the above relate to continuing operations
21. Analysis of cash flows for headings netted in the cash flow statement
2006 2005
£000's £000's £000's £000's
Returns on investments and servicing of finance
Interest receved 304 150
Interest paid m @
Net cash inflow from returns on Investments
and servicing of finance 303 148
Capital expenditure and financial investment
Purchase of intangible fixed assets (524) -
Purchase of tangible fixed assets (1,759 (458)
Sale of tangble fixed assets 32 750
Net cash (outflow)/inflow for capital expenditure
and financial invesiments (2,251) 292
Financing
Issue of Crdinary shares under share ophion schemes 79 -
Purchase of equity interest (40) -
Purchase of freasury shares (302) (762)
Net cash outflow from financing (263) (762)
22. Analysis of net funds Al st Cash At 31st
January 2006 fliow December 2006
£000s £000's £000's
Cash in hand, at bank 1,136 42 1,178
Short term money market deposits 5,158 (1,133) 4,025
Total 6,294 (1.091)

5,203

Short temrn money market deposits include deposits of up to 30 days maturity and are included within cash In

the Group's balance sheet

4] -
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notes to the accounts (continued)

23. Commiiments
Capital commitments are gs follows

2006 2005
£000's £000's
Contfracted for but not provided for 899 -

Commiiments in fespect of non-cancellable operating leases falling due within the next twelve months are as
follows

2006 2005
Land and Land and
bulldings Other buildings Other
£000's £000's £000's £000's
On leases expinng
Within one year 73 - 51 -
In two fo five years 157 - 233 -
After five years 416 - 110 -

24. Contingent liabllitles

The Company has given an unlimited guarantee to HSBC Bank plc n respect of the barnk bomowings of
Porimeiion Potteres Umited and Podmemnon Finance Limited At 31st December 2006 the gross bomowings of
Forimeinon Pottenes Limited and Pormeinon Finance Limited amourted 1o €nll {2005 - £n)

25. Related party transactions
The fransachons dunng the year with associcted undertakings were

Purchases Puichases Sales Sales

2006 2005 2006 2005

£000's £000's £000's £000's

Portrneiion Canada Inc - - 1,195 610
Furiong Mills Lid 542 fn7 - -

The outstanding balances ot 31st December 2006, with associated undertakings were
Debtor Debtor Creditor Creditor

2006 2005 2006 2005

£000's £000's £000's €000's

Portmelion Canada Inc 81 170 - -
Furong Mills Lid 3 - - 13

No balances were owed or owing by associaled undertakings 1o the Company

Several of the Drectors made purchases of goods from the Group dunng the year on the same temrms as those
available to all employees Total purchases did not exceed £250 for any Director in the vear, except BWJ
Phillips who made purchases of £616 (2005 - £253) from the Group

The Group made puichases totalling £97,000 from Buckley Jewellery Limited dunng the year on commerciat
temns (2005 — £21.000) RJ Steele, Senior Non-executive Director, is non-execulive chalmnan of Buckley
Jewellery Uirnited and owns 1% of the company

No other Director of the Company had a financial interest in any matesial condract, other than those for service,
o which the Group was a party during the inancial year




notes to the accounts (continued)

26. Pensions
The Group operates a Group stakeholder pension plan in the UK
The UK defined benefit scheme was closed to new entrants and for future accual of benefits as at 5th Apdl 1999

For the defined benefit scherne, the most recent tienmial valuahon was at 6th Apiil 2005 The main actuanal
assumptions used in the valuation were

* Pnce infiation of 2 75% per annum
* Pre-retirernent valuction rate of interest of 6 75% per annum
* Post-refirement valuation rate of intarest of 4,75% per annum
* Increases to pensions in payment of 5% per annum on benefits in excess of the guaranteed MmiNimMum
;])ggsmn (GMP} eamed pnor to &th Apnl 1997 and 2 75% per annurm on pensions eamed after 6th April
7

At the date of the last valuation on 6th Apiil 2005 the market value of the scheme assets was £15,222,000 and
the scheme had a deficiency of £2,999.000

The Group has applied FRS 17 "Refrerment Benefits® in full

The actuaral valugtion of the scheme was updated as at 315t December 2006 and 315t December 2005 by
qualfied actuaries

The major assumptions used by the actuaiies were

2006 2005 2004

Rate of Increase In salanes not applicable not applicable not applicable
Rate of Increase in pensions in payment

Post 06 04 88 GMP 3.00% 3 00% 3 00%

Pre 06 04 97 excess over GMP 5.00% 5 00% 500%

Post 06 04 97 pension 3.25% 275% 275%

Rate of revaludtion of pensions in deferment 3.25% 275% 275%

Rate used to discount scheme llabilhes 5.10% 4 75% 5 50%

Inflation assumption 3.25% 2.75% 2 75%

The falr value of the scheme assets, the present value of the scherne liobiities and expecied rate of retum on assels

2006 2005 2004

Expected Falr value Bpected Fair value Expected Falr value

rate of return £000's ate of refum £000's rate of retum £000's

Equmes 6.60% 12,610 6 00% 11,230 6 75% 9,583
Bonds 4.60% 6,461 4 50% 5917 525% 5,016
Insured annuthes 5.10% 351 4 75% 334 5 50% 274
Cash 5.00% 12 4 25% 55 -
Total fair value of assels 19,434 17.536 14,873
Present value of scheme liabllities (25,104) (21,636) (18,242)
Deficit in the scheme (5,670) (4.100} (3.369)
Defich In the scheme (5,670) (4.100) {3.369)
Related deferred tax 1,701 1,230 1.011
Net pension liabllity (3,969) (2,870) {2,358)
Analysis of the arnount charged fo operating profit 2006 2005
£000's £000's

Curent sevice cost - -
Post service cost - -




notes to the accounts (continued)

26. Pensions (continued)

Analysis of the amount chorged fo other finance cosls
Expected retum on pension scheme assefs
Interest on pension scheme liabihes
Amount charged o other finance cosis

2006 2005
£000's £000's
957 922
(1,019) (1.003)
(62) (81)

Analysis of the acluarial loss recognised in the staterment of total recognised gains and losses

2006 2005

£000's £000's

Actuaral retum less expected refum on pension scheme assets 1,000 1,828
Experience gains and losses ansing on the scheme ligbilihes - 311
Changes in assumptions underving the present value of the scheme liabilhies (2,856) (3.137)

Actuarlal loss recognised in the statement of fotal recognised

gains and losses {1,856) (998}
Movement in scherne deficit during the year 2006 2005
£000's £000's
Deficit as at 1st January (4,100) (3.369)
Movement in year Employer confributions 348 348
Other finance costs {62) (81)
Actuaral loss (1,856) (998)
Shortfall as at 31st December (5,670) {4.100)

A hustory of the amounts recognised in the staterment of total recognised gains and fosses 1s as follows

2006
£000's

Actuanal retum less expected retum on
pension scheme assets 1,000
Percentage of scheme assefs 5%

Experience gains and losses arising on
the scheme liabilihes

Percentage of the present value of
scheme labilfties

Total actuarial loss recognised in
staternent of total recognised gains

and losses {1,856)
Percentoge of the present vGlue of
scheme liabiiities (7%)

2005 2004 2003 2002
£000's £000's £000's £000's
1,828 675 572 (1.149)
10% 5% 4% (10%)
3 47 {403) (710)
1% - [3%) (5%}
(998) (1.572) (3913 (2,546)
(5%) (®%] (3%} {18%)

Following the decision to close the scheme with efiect frorn 5th Apiil 1999 formal nohice was given o
employees In January 1999 A defined contnbuhion pension scheme commenced on éth Apnl 1999 for all
eligible UK employees This scheme was closed on 31st October 2002 and was replaced by o group

stakeholder pension plan

All contiibutions deducted from employees and payable by the employer have been paid to the UK schemes

In the United States there was a provision for payrments into the money purchase scherme of £78,000 at 31st

December 2006 (2005 - £82,000)
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27. Prior year adjustments

the Group has applied FRS 20 "Share Based Payment” for the first hme  Under this reporing standard the profit
and loss account 1s charged with the fair value of share based payments In the case of Portmeinon this has
resubed in far values being established for share ophons and phantormn share ophons which have been
granted The resulting pnor year adjustments were as follows

The closing shareholders’ funds as at 31st December 2005 were restated as follows

£000°s
Shareholders’ funds at 315t Decernber 2005 as previously stated 18,204
Adustment to liabiitty for phartom share ophions under FRS 20 1
Shareholders’ funds at 31st December 2005 as restated 18,205
The opening shareholders’ funds as gt 1st January 2005 were restated as follows. £000's
Shareholders’ funds at 1st January 2005 as previously stated 19,632
Adjustment 1o lability for phantormn share options under FRS 20 (2)

Shareholders’ funds at 1st January 2005 as restated 19,630

Also under FRS 20 a reserve for share based payment has been created The balance on this reserve as at 31st
Decermber 2005 was £12,000

28. Financial instruments

Financial assefs and liabilitles

The additional nanative disclosures relating to financial dsk management are Included on poge 14 in the Report
of the Directors

The Group has defined financial assets and liabiimes as those assets and liabilities of a financial nature, namety
cash, short ferm money market deposits and bomowings Short term debtors/credttors, taxation, prepayments
and accruals have been excluded Al of the Group's financial assets and liabilmes are at floating rates

The Group's financial assets and ther maturity profile are

2006 2006 2005 2005
£000's £000's £000's £000's
Short term money market deposits
Stefling 3,386 4,600
Us Dollar 639 558
4,025 5,158
Cash at bank and in hand
Steding 338 426
US Dollar 506 534
Euro 332 150
Japanese Yen - 22
Canadian Dollar 2 4
1,178 1,136

5,203 6,294

Interest on assets is based on the relevant national inter bank rotes

Currency exposures

As explained on page 14 in the Report of the Directors, the Gioup's objectives in managing cumency exposues
arising from #s net investments overseas (its structural cunency exposures) are to maintain appropriate levels of
net assets in its overseas subsidianes and associates Gans and losses aiising from these struchural exposures are
recognised in the statement of total recognised gains and losses The Group did not have a materal financial
exposure to foreign exchange gains or losses on monetary assets and monetary liabiliies denominated In
foreign currencies at 31st December 2006
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28. Financial instruments (continued)
Fair values of financial assets and liabilities
The camying amounts and estimated far value of the Group's outstanding financial instuments are set out below

2006 2006 2005 2005
Net canrying Estimated Netcamyng  Estimated
amount falr value amount fair value

£000's £000's £000's £000's
Cash af bank and in hand and short termn
money market deposits 5,203 5,203 6,294 6,294
Denvative financial instrurments
Forelgn exchange contiocts - 105 - (13n

Cash at bank and In hand and short term money market deposits - The camying values of cash and short terrm
money market deposits appioximate to ther far values because of the short term maturity of these instruments

Foreign exchange contracts and fulures - The Group enters nto foreign exchange contracts and futures in
order to manage its foreign cunency exposure The far value of these financial instuments was estimated by
using appropaate market foreign cumency rates prevailing at the year end

Except as set out above the Group has no ofher matenal unrecogrised gans and losses on financial
instrurnents, defered gans and losses in respect of financial instruments or temminated financial inskhurments
used as hedges at the beginning or the end of the year

The Group's unfecognised gains on financial instruments were £105,000 and these are expected to be reallsed
In the next financial year (2005 - losses of £131,000 in the next financial year)

29. Share based payments

The Group operates share option schemes for senior managers Ophons are exercisable at a prce equal to the
average quoted market price of the Company’s shares on the thiee frading days pror to the date of the grant

The vesting period Is three years If the options remain unexercised after g pericd of four years from the date of
grant the options explre

Details of the share options outsianding durdng the year are as follows

2006 2006 2005 2005
Weighted Weighted
Number of average Number of average
share exercise share exercise
options price ophions pncg

£
Outstanding as ot 1st January 610,000 1.730 260.000 1818
Granted dunng the year 190,000 2.225 450,000 1.675
Lapsed dunng the year (10,000) 1.924 {100,000) 1712
Surrendered during the yvear (108,200) 1.875 - -
Exercised during the year (41,800) 1.898 - -
Outstanding as ot 31st December 640,000 1.838 610,000 1730

The weighted average share price at the date of exercise for share options exerclsed during the perod was
£2 225 The ophons cutstanding at 31st December 20046 had a weighted average exercise pnce of £1 838 and
a weighted average remaining contractual fe of 2 6 years In 2006, options were granted on 25th Apnl The
aggregate of the estmated fair value of those ophions is £44,736 In 2005, options were granted on 24th March
The aggregate of the esimated farr value of those options is £46,439

The inputs into the Black-Scholes prcing mode! are as follows

2006 2005
Share price at date of grant £2.200 £1 600
Exercise price £2.225 £1 675
Expected volahlty 21% 20%
Expected ife 3.5 years 3 5 years
Risk-free iate 4.65% 4 80%
Expected dvidend rate 6.0% 8 3%

Expected voldtilly was determined by calculatng the historical volatility over the previous 3.5 years The
expected life used In the mode! assumes that the options will be exeicised on average half way through the
perod dunng which they can be exercised

During 2006 the Group paid £40,575 In cash to certaln Directors in exchange for their surender of options over
108,200 Orcincry shares issued under the 1997 Unapproved Share Option Scheme
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30. Subsequent events

On 12th January 2007 the Group completed the sale of a 4 8 acre freehold site In Stoke-on-Trent for £2,175,000
in cash The sale will result in an excephonal gain of approxmately £1,700,000 which will be recognised in the
Group's financial staternents for the vear ending 31st December 2007

The Group will continue to occupy the site at a peppercom rent for the first six months of 2007

47
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five year summary

CONSOLIDATED PROFIT AND LOSS ACCOUNT INFORMATION

Years ended 31st December
As restated  As restated
2002 2003 2004 2005 2006
£000's £000's £000's £000s £000's
Turnover 30,712 28,512 27.686 27.552 28,422
Profit/{tass) on ordinary activities before taxation 2,923 2.003 (1,265) 1,380 2,584
Taxation {870) {657 454 (317 12
Profit/{loss) on ordinary activities after taxation 2,053 1,306 (811) 1,063 1,672
Eamings/(loss) per share 19 75p 12 54p (7 84p) 10.57p 17.03p
CONSOLIDATED BALANCE SHEET INFORMATION
At 31st December
As restated  As restated
2002 2003 2004 2005 2006
£000's €000's £000's £000's £000°s
Capital employed
Fed assefs 9,752 9,332 7.823 6,748 8,077
Net current assefs 14,856 14,939 14,186 14,370 12,481
Provisions for labilifies [261) (307) (19) {43) (51)
Pension deficit net of related defered tax - - (2.358) (2.870) (3,969)
24,347 23,964 19,632 18,205 16,538
Financed by
Called up share capital 520 521 521 521 523
Share premium account and reserves 23,827 23,443 19,111 17.684 16,015
24,347 23,964 19,632 18,205 16,538
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